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TRADE AGREEMENTS EXTENSION ACT OF 1953 


MONDAY, APRIL 27, 1953 


Houser or REPRESENTATIVES, 
CoMMITTEE ON Ways AND MEANS, 
Washington, D.C. 

The committee met, pursuant to call, at 10 a. m., in room 1102, House 
Office Building, Hon. Daniel A. Reed, chairman, presiding. 

The Cuarrman. The committee will come to order. 

Mr. Reporter, first of all, I would like to introduce H. R. 4294 in the 
record. 


(H. R. 4294 is as follows:) 


{H. R, 4294, 83d Cong., Ist sess.] 


A BILL To extend the authority of the President to enter into trade agreements under 
section 350 of the Tariff Act of 1930, as amended, and for other purposes 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That this Act may be cited as the “Trade 
Agreements Extension Act of 1953”. 

Sec. 2. The period during which the President is authorized to enter into 
foreign-trade agreements under section 350 of the Tariff Act of 1930, as amended 
and extended (19 U. S. C., sec. 13851), is hereby extended for a further period of 
one year from June 12, 1953. 

Sec. 3. The second sentence of section 3 (a) of the Trade Agreements Extension 
Act of 1951 (19 U.S. C., see. 13860) is hereby amended by striking out “serious 
injury to the domestic industry producing like or directly competitive articles” 
in clause (1) and in clause (2) and inserting in lieu thereof “unemployment of or 
injury to American workers, miners, farmers, or producers, producing like or 
competitive articles, or impairment of the national security” and “such unem 
ployment, injury, or impairment, or threat thereof,’”’, respectively. The last 
sentence of such section 3 (a) is hereby amended to read as follows: “No such 
foreign-trade agreement shall be entered into with respect to any article im- 
ported into the United States until the Commission has made its report with 
respect to such article to the President.” 

Sec. 4. Section 4 of the Trade Agreements Extension Acts of 1951 (19 U.S. C., 
sec. 1361) is hereby amended to read as follows: 

“Sec. 4. The President shall not enter into any trade agreement under section 
350 of the Tariff Act of 1930, as amended, which, when effective, would 

“(1) require or make appropriate any modification of duties or other 
import restrictions, the imposition of additional import restrictions, or the 
continuance of existing customs or excise treatment, which modification, 
imposition, or continuance would exceed the limit (as found and reported by 
the Tariff Commission under section 3) to which such modification, imposi- 
tion, or continuance may be extended without causing or threatening unem 
ployment of or injury to American workers, miners, farmers, or producers, 
producing like or competitive articles, or impairment of the national security ; 
or 

“(2) fail to require or make appropriate the minimum increase in duty 
or additional import restrictions required (as found and reported by the 
Tariff Commission under section 3) to avoid such unemployment, injury, 
or impairment, or threat thereof.” 
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Sec. 5. Section 6 of the Trade Agreements Extension Act of 1951 (19 U. S.C 


sec, 1363) is hereby amended to read as follows: 


sec. 6. No reduction in any rate of duty, or binding of any existing customs 
atment, or other concession heretofore or hereafter proclaimed under 

5600 of the Tariff Act of 1930, as amended, shall be permitted to continue 
in effect when the product on which the concession has been granted is, as a 
result, in whole or in part, of the duty or other customs treatment reflecting such 
i imported into the United States in such increased quantities 
‘ relative) or under such conditions as to cause or threaten un- 
employment of or injury to American workers, miners, farmers, or producers, 





concession, be 


producing like or competitive products, or impairment of the national security.” 

Sec. 6. (a) The first paragraph of subsection (a) of section 7 of the Trade 
Agreements Extension Act of 1951 (19 U. S. C., sec. 1364) is hereby amended 

(1) by striking out “one year” and inserting in lieu thereof “six months” ; 

(2) by striking out “, either actual or relative,” and inserting in lieu 


thereof ‘‘(either actual or relative) or under such conditions”; and 

(3) by striking out “serious injury to the domestic industry producing 
like or directly competitive products” and inserting in lieu thereof ‘“‘unem- 
ployment of or injury to American workers, miners, farmers, or producers, 
producing like or competitive products, or impairment of the national 





securit: 38 
n the case of an application filed under such first paragraph with respect to 
which the Tariff Con f 


sion has not made its report before the date of the 
enactment of this Act, the Commission shall make its report not later than the 
last day of the six-month period beginning on the date of the enactment of 
{ 





(b) The second paragraph of such subsection (a) is hereby amended by strik- 
ng out “serious injury or threat of serious injury” and inserting in lieu thereof 
“such unemployment, injury, or impairment, or threat thereof,”. 

(c) The third paragraph of subsection (a) of such section 7 is hereby amended 
to read as follows: 

“Should the Tariff Commission find, as a result of its investigation and hear- 
ings, that a product on which a concession has been granted is, as a result, in 
whole or in part, of the duty or other customs treatment reflecting such con- 
cession, being imported in such increased quantities (either actual or relative) 
or under such conditions as to cause or threaten unemployment of or injury to 
American worke miners, farmers, or producers, producing like or competitive 
products, or impairment of the national security, it shall so report to the Presi- 
dent. The Tariff Commission shall inelude in such report the extent to which, 
and the time for which, it finds and declares that— 

“(A) permanent withdrawal of the concession ; 

“(B) modification of the concession; 

“(C) suspension of the concession in whole or in part ; 

“(D) limitation of the quantity of the product which may be entered, or 
withdrawn from warehouse, for consumption ; or 

‘(E) any combination of any of the foregoing, 

is necessary in order to prevent or remedy such unemployment, injury, or im- 
pairment, or threat thereof. The Tariff Commission, in making any finding and 
declaration under the preceding sentence with respect to any increase in duty, 
shall not be limited by the second sentence of subsection (a) (2) of section 350 
of the Tariff Act of 1930, as amended. The Tariff Commission shall transmit 
to the Committee on Finance of the Senate and the Committee on Ways and 
Means of the House of Representatives an exact copy of its report to the Presi- 
dent.” 

(d) Subsection (b) of such section 7 is hereby amended— 

(1) by striking out “without excluding other factors, shall take into con- 
sideration a” and inserting in lieu thereof “without excluding other evidence 
of injury, shall consider as evidence of injury the existence or likely occur- 
rence of any of the following factors: A”; and 

(2) by striking out “in the domestic industry concerned,” and inserting 
in lieu thereof “among the American workers, miners, farmers, or producers 








conecerned,”’. 
(e) Subsections (c) and (d) of such section 7 are hereby amended to read 
as follows: 
(c) Within 30 days after the receipt of the Tariff Commission’s report under 


subsection (a), the President shall by proclamation take such action as is found 


nd declared by the Commission in such report to be necessary to prevent or 
remedy such unemployment, injury, or impairment, or threat thereof. 
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*“(d) When, as the result of its investigation and hearings under this section, 
it is the judgment of the Tariff Commission that it is not necessary to take any 
action with respect to a product, it shall make and publish a report of its 
findings and conclusions.” 

Src 7. Subsection (a) of section 8 of the Trade Agreements Extension Act 
of 1951 (19 U.S. C., see. 1365) is hereby amended to read as follows: 

“(a) In any case where 

“(1) any interested party has filed an application with the Tariff Com 
mission stating that due to the perishability of any agricultural commodity 
emergency treatment is required; and 

(2) the Secretary of Agriculture does not, within fifteen days after the 

to the Tariff Comunission that 


day on which the application was filed, certif;: 
such commodity is not perishable 

the Tariff Commission, proceeding under section 22 of the Agricultural Adjust 

ment Act or under section 7 of this Act, shall (A) make an immediate investiga 

tion to determine the facts, and (B) made its report to the President The 
President may take immediate action, however, without awaiting the report of 
the Tariff Commission, if in his judgment the emergency requires such actior 

In any case the report and findings of the Tariff Commission shall be made, and 
the action of the President shall be taken, at the earliest possible date but in n« 
event more than sixty calendar days after the day on which the application was 
filed with the Tariff Commission.” 

Sec. 8. (a) Subsection (a) of section 22 of the Agricultural Adjustment Act 
as amended (7 U.S. C., sec. 624), is hereby amended by adding at the end thereof 
the following new sentence: “The Tariff Commission shall make its report 
to the President at the earliest possible date but in no event more than six 
months after the day on which it is directed to make the investigation 

(b) Subsection (b) of such section 22 is hereby amended to read as follows 

“(b) If, on the basis of such investigation, the Tariff Commission finds and 
reports to the President the existence of such facts, he shall, within thirty days, by 
proclamation impose such fees not in excess of 50 per centuin ad valorem or such 
quantitative limitations on any article or articles which may be entered, or with 
drawn from warehouse, for consumption as the Tariff Commission has found and 
declared in its report to be necessary in order that the entry of such article or 
articles will not render or tend to render ineffective, or materially interfere with 
any program or operation referred to in subsection (a) of this section, or reduce 
substantially the amount of any product processed in the United States from any 
such agricultural commodity or product thereof with respect to which any such 
program or operation is being undertaken: Provided, That no proclamation under 
this section shall impose any limitation on the total quantity of any article or 
articles which may be entered, or withdrawn from warehouse, for consumption 
which reduces such permissible total quantity to proportionately less than 50 
per centum of the total quantity of such article or articles which was entered, o1 
withdrawn from warehouse, for consumption during a representative period as 
determined by the Tariff Commission: And provided further, That in designating 
any article or articles, the Tariff Commission may describe them by physical 
qualities, value, or use, or upon such other basis as it shall determine.” 


(c) Subsections (d) and (e) of such section 22 are hereby amended to read 





as follows: 

“(d) After an investigation, findings, and a report to the President, in the 
manner provided in the case of a proclamation issued pursuant to subsection 
(b) of this section, any proclamation so issued or any provision thereof may be 

“(1) suspended or terminated by the President whenever the Tariff Com 
mission finds and reports to the President that the circumstances requiring 
the proclamation or provision thereof no longer exist: or 

(2) modified by the President whenever the Tariff Commission finds and 
reports to the President that changed circumstances require such modifica 
tion to carry out the purposes of this section. 

“(e) Any finding of the United States Tariff Commission as to facts under 
this section shall be final.” 

Sec. 9. (a) The second sentence of section 2 (a) of the Act entitled “An Act t 
amend the Tariff Act of 1930”, approved June 12, 1934, as amended (19 U. S. C 
sec. 1352, first sentence), is hereby repealed. 

(b) Subsection (c) of section 336 of the Tariff Act of 1930, as amended (19 
U. S. C., see. 1336), is hereby amended by striking out the comma and all that 
follows through the word “production”. 
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Sec. 10. (a) Subsection (a) of section 337 of the Tariff Act of 1930, as amended 
(19 U. 8. C. 1337), is hereby amended by striking out “President” and inserting 
in lieu thereof “Commission”. 

(b) Subsection (b) of such section 337 is hereby amended to read as follows: 

“(b) INVESTIGATIONS OF VIOLATIONS BY COMMISSION.—The Commission shall 
investigate any alleged violation of this section on complaint under oath, and it 
may investigate any alleged violation of this section upon its own initiative.” 

(c) The second sentence of subsecton (c) of such section 337 is hereby amended 
by striking out “recommendation” and inserting in lieu thereof “decision”. 

(d) Subsection (d) of such section 337 is hereby amended to read as follows: 

“(d) The Commission shall report its final findings to the President, and it 
shall publish such findings within thirty days after the date on which such re- 
port is transmitted to the President.’ 

(e) Subsection (e) of such section 337 is hereby amended (1) by inserting 
“Commission and reported to the” before “President” in the first place it appears 
in the first sentence, and (2) by striking out “President” in the second sentence 
and inserting in lieu thereof “Commission”. 

(f) Subsection (f) of such section 337 is hereby amended by striking out 
“President” each place it appears and inserting in lieu thereof “Commission” 
and by striking out “him” and “his” and inserting in lieu thereof “it” and “its”, 
respectively. 

(g) Subsection (g) of such section 337 is hereby amended by striking out 
“President” and inserting in lieu thereof “Commission”. 

Sec. 11. Section 303 of the Tariff Act of 1930, as amended (19 U. 8. C., sec. 
1308), is hereby amended— 

(1) by inserting after “corporation shall” in the first sentence “(by spe- 
cial or multiple rates of exchange in terms of the United States dollar, by 
any other exchange control, or by any other means)”; and 

(2) by inserting after the second sentence the following: “Where such 
bounty or grant is paid or bestowed in whole or in part by special or mul- 
tiple rates of exchange in terms of the United States dollar, the Secretary 
shall base his determination (or estimate) of the net amount of such bounty 
or grant (or that part thereof) which is attributable to such rates of ex- 
change on the difference between the export exchange rate applicable to 
article or mechandise concerned and the export exchange rate which yields 
the fewest units of the foreign currency for each United States dollar. In 
the ease of any bounty or grant (or that part thereof) to which the preceding 
sentence does not apply, the Secretary shall make his determienation (or 
estimate) of the net amount thereof on a basis consistent with the principle 
set forth inthe preceding sentence.” 

Sec. 12. Subsection (a) of section 201 of the Antidumping Act, 1921 (19 U.S. C., 
sec. 160), is hereby amended to read as follows: 

‘““(a) Whenever the Secretary of the Treasury (hereinafter called the ‘Sec- 
retary’) finds that any foreign merchandise is being or is likely to be sold in the 
United States or elsewhere at less than its fair value he shall make such finding 
publie together with a description of the class or kind of merchandise to which 
it applies in such detail as may be necessary for the guidance of the appraising 
officers.” 

Sec. 13. (a) Part I of title ITT of the Tariff Act of 1930, as amended, is hereby 
amended by inserting after section 321 (19 U. S. C., see. 1321) the following new 
sections: 

“SEC. 322. IMPORT QUOTAS FOR CRUDE PETROLEUM AND RESIDUAL FUEL OIL. 

“(a) IMPOSITION OF QUOTAS.— 

“(1) The total quantity of crude petroleum and all products derived 
therefrom (including residual fuel oil and oil for supplies for vessels at 
United States ports but excluding oil for manufacture and reexport) which 
may be imported into the United States from all countries in any calendar 
quarter of any year shall not exceed 10 per centum of the domestic demand 
for all petroleum oils in the United States (as reported by the United States 
Bureau of Mines) for the corresponding quater of the previous year. 

“(2) The total quantity of residual fuel oil (including residual fuel oil 
for supplies for vessels at United States ports but excluding residual fuel 
oil for manufacture and reexport) which may be imported into the United 
States from all countries in any calendar quarter of any year shall not 
exceed 5 per centum of the domestic demand for residual fuel oil in the 
United States (as reported by the United States Bureau of Mines) for the 
eorresponding quarter of the previous year. 
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“(b) SUSPENSION OF QuoTAs.—Quotas established by subsection (a) may not 
be modified or suspended by the operation of any foreign trade agreement or 
otherwise, except that 

“(1) if the President finds that the total domestic supplies of all petroleum 
oils, supplemented by the amount of imports permissible under the 10 per 
centum quota, are inadequate to meet the total United States domestic and 
export demand for all petroleum oils, he may modify or suspend such quota 
for such time and to such extent as he finds necessary to meet such demand; 
and 

“(2) if the President finds that the total domestic supplies of residual 
fuel oil and coal, supplemented by the amount of imports of residual fuel 
oil permissible under the quotas established by subsection (a), are inade- 
quate to meet the total United States domestic and export demand for resid- 
ual fuel oil and coal, he may modify or suspend the 5 per centum quota, mod 
ify or suspend the 10 per centum quota, or both, for such time and to such 
extent as he finds necessary to meet such demand. 

“SEC. 323. ADDITIONAL DUTY ON LEAD AND ZINC. 

“In addition to any other duty or tax imposed by law, there shall be levied, 
collected, and paid, upon the articles specified in sections 324 and 325, duty at 
the rates specified in such sections. Such duty shall not be subject to modifica 
tion or suspension by the operation of any foreign trade agreement or otherwise. 
“SEC. 324. LEAD AND LEAD PIGMENTS; LEAD ORES AND CONCENTRATES. 

“(a) Leap AND LEAD PIGMENTS.—Articles imported during any quarter which 
are dutiable under paragraph 392 or paragraph 72 of this Act 

**(1) one cent per pound, plus 

“(2) an amount per pound equal to the amount by which the adjusted 
base price of common lead for such quarter (as defined in subsection (c) 
(1)) exceeds the domestic market price of common lead for such quarter 
(as defined in subsection (c) (2)). 

“(b) Leap OrES AND CONCENTRATES.—-Articles imported during any quarter 
which are duitable under paragraph 391 of this Act 

“(1) seven-tenths of 1 cent per pound of lead contained therein, plus 

“(2) an amount (per pound of lead contained therein) equal to seven 
tenths of the amount by which the adjusted base price of common lead for 
such quarter exceeds the domestic market price of common lead for such 
quarter. 

“(¢c) Dertnit1on.—For the purpose of this section 

“(1) ADJUSTED BASE PRICE.—The adjusted base price of common lead for 
any quarter shall be an amount which bears the same ratio to 15% cents as 
(A) the Bureau of Labor Statistics’ index of wholesale prices for all com 
modities other than farm products and processed foods, for the second 
month of the preceding quarter, bears to (B) such index for Mareh 19538 

(2) DOMESTIC MARKET PRICE.—The domestic market price of common 
lead for any quarter shall be the average market price per pound, for the 
second month of the preceding quarter, of common lead (in standard shapes 
and sizes) delivered at New York, New York. In determining the average 
market price of common lead for any month, the Secretary of the Treasury 
is authorized to base his findings upon the average monthly price of com 
mon lead (in standard shapes and sizes) delivered at New York, New York, 
reported by the Engineering and Mining Journal's ‘Metal and Mineral Mar- 
kets’. 

(3) QuarRTeR.—The term ‘quarter’ means a calendar quarter beginning 
on the first day of January, April, July, or October, as the case may be. 

“(d) FRACTIONAL Parts oF CENTS.—In the imposition of duty by this section, 
so much of any rate of duty as consists of a fractional part of one cent which is 
smaller than one-tenth of 1 cent shall be disregarded ; except that if it amounts 
to one-twentieth of 1 cent or more, the rate of duty imposed shall be the next 
higher one-tenth of 1 cent. 

““(e) DETERMINATION AND PUBLICATION.—Not less than ten days preceding the 
first day of each quarter, the Secretary of the Treasury shall determine and 
publish— 

““(1) the adjusted base price of common lead for such quarter, 

(2) the domestic market price of common lead for such quarter, and 

(3) the amount by which such adjusted base price exceeds such domestic 
market price. 
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Determinations by the Secretary under this subsection shall, for the purposes of 
this section, be final and conclusive. 

f) WHEN Duty Nor APPLICABLI The duty imposed by this section shall not 
apply during any quarter if the domestic market price of common lead for such 
quarter equals or exceeds the adjusted base price of common lead for such 
quarter. 

“SEC. 325. ZINC AND ZINC OXIDES; ZINC ORES AND CONCENTRATES. 
“(a) ZINc AND Zinc Oxipes.—Articles imported during any quarter which 
are dutiable under paragraph 394 or paragraph 77 of this Act— 
“(1) one cent per pound, plus 
“(2) an amount per pound equal to the amount by which the adjusted 

base price of slab zinc for such quarter (as defined in subsection (c) (1)) 

exceeds the domestic market price of slab zine for such quarter (as defined 

in subsection (¢c) (2)). 

“(h) Zinc OrES AND CONCENTRATES.—Articles imported during any quarter 
which are dutiable under paragraph 393 of this Act— 
(1) six-tenths of 1 cent per pound of zine contained therein, plus 
“(2) an amount (per pound of zine contained therein) equal to six-tenths 
of the amount by which the adjusted base price of slab zinc for such quarter 
exceeds the domestic market price of slab zine for such quarter. 


““(c) DEFINITIONS For the purposes of this section— 
“(1) AbJUSTED BASE price.—The adjusted base price of slab zine for any 
quarter shall be an amount which bears the same ratio to 1544 cents as (A) 
the Bureau of Labor Statistics’ index of wholesale prices for all commod- 


ities other than farm products and processed foods, for the second month of 
the preceding quarter, bears to (B) such index for March 1953. 

(2) DOMESTIC MARKET PRICE.—The domestic market price of slab zine 
for any quarter shall be the average market price per pound, for the second 
month of the preceding quarter, of slab zinc (Prime Western, f. 0. b. East 
St. Louis, Illinois). In determining the average market price of slab zinc 
for any month, the Secretary of the Treasury is authorized to base his find- 
ings upon the average monthly price of slab zine (Prime Western, f. o. b. 
East St. Louis, Illinois) reported by the Engineering and Mining Journal’s 
‘Metal and Mineral Markets’. 

“(3) QuartTer.—The term ‘quarter’ means a calendar quarter beginning 
on the first day of January, April, July, or October, as the case may be. 

“(d) FRACTIONAL PARTS OF CENTS.—In the imposition of duty by this section, 
so much of any rate of duty as consists of a fractional part of 1 cent which is 
smaller than one-tenth of 1 cent shall be disregarded ; except that if it amounts 
to one-twentieth of 1 cent or more, the rate of duty imposed shall be the next 
higher one-tenth of 1 cent. 

“(e) DETERMINATION AND PUBLICATION.—Not less than ten days preceding the 
first day of each quarter, the Secretary of the Treasury shall determine and 
publish 

(1) the adjusted base price of slab zine for such quarter; 

“(2) the domestic market price of slab zine for such quarter; and 

“(3) the amount by which such adjusted base price exceeds such domestic 
market price. 

Determinations by the Secretary of the Treasury under this subsection shall, 
for the purposes of this section, be final and conclusive. 

“(f) Wen Duty Nor AppLicaslLe.—The duty imposed by this section shall 
not apply during any quarter if the domestic market price of slab zine for such 
quarter equals or exceeds the adjusted base price of slab zine for such quarter.” 

(b) The amendment made by subsection (a) shall apply with respect to (1) 
calendar quarters which begin on or after July 1, 1953, and (2) articles entered, 
or withdrawn from warehouse, for consumption, on or after July 1, 1953. 

SEC. 14. (a) Subsections (a) and (b) of section 330 of the Tariff Act of 1980, 
as amended (19 U.S. C., see. 1330), are hereby amended to read as follows: 

“(a) MeMBERSHIP.—The United States Tariff Commission (referred to in 
this title as the ‘Commission’) shall be composed of seven Commissioners ap- 
pointed by the President by and with the advice and consent of the Senate. No 
person shall he eligible for appointment as a Commissioner unless he is a citizen 
of the United States, and, in the judgment of the President, is possessed of 
qualifications requisite for developing expert knowledge of tariff problems and 
efficiency in administering the laws administered by the Commission. Not more 
than four of the Commissioners shall be members of the same political party. 
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“(h) TeRM OF OFFICI The term of office of a Com issioner hall expire 
ven years from the expiration of the term for which his predecessor was ap- 
pointed ; excepl that any Commissioner app ted t I a ACi v oO I ng 
prior to the expiration of the term for which his predecessor was appointed shall 
be appointed for the remainder of such term.” 
(b) Notwithstanding section 830 of the Tariff Act of 1950, as amended by 
I s Act 
1) existing terms of office shall expire at the time provided therefor by 
. h sec ym 330 as 1 effect on the day lor to the « ol the ia ent 
i Act 
(2) the first term of office of the additional Cor 1issior r prov led for by 
this Act shall expire at the close of June 17, 1960; and 
(3) ] terms of offic ( the Commi on ted Com 
m oner V e te f office expires ne 17, 1 >», SI expire the close 
ol un 17, 1959 
The CuatrMan. This morning, the committee is scheduled to begin 
public hearmes on H. R. 4294, introduced by Mr. Simpson of Penn- 
sylvania, to extend the authority of the President to enter into trade 
reements under section 350 of the Tariff Act of 1930, as amended. 
Th » dye 1] 0 were orig. lly sche uled Lo hein on th > 29d of 
. j . 2 + ] 
Api i] with testimony from members of the executive department. The 


cessary absence of these officials at the NATO Conference has made 
t necessary to schedule them on May t, 5, and 6. The first group 
of witnesses cheduled to ap et ar on this legislation 1s composed of 
ndependent proponents. The first witness this morning is Mr. O. R. 
Strackbein, « hi urman of the N: Sete Committee of Industry, Acri- 
culture, co Labor on Import E xport I olicy. 

Mr. Strackbein, if you are ready we will be glad to hear you. 


Will you state your name and the purpose for which you appear ? 


STATEMENT OF 0. R. STRACKBEIN, CHAIRMAN, THE NATIONAL 
LABOR-MANAGEMENT COUNCIL ON FOREIGN TRADE POLICY, 
AND CHAIRMAN, NATION-WIDE COMMITTEE OF INDUSTRY, 
AGRICULTURE, AND LABOR ON IMPORT-EXPORT POLICY 


Mr. Srracksern. My name is O. R. Strackbein. In my appearance 
before you, I am speaking in behalf of the Nation-wide Committee of 
Industry, Agriculture, and Labor on Import-Export Policy, but I am 
also appearing in my capacity as chairman of the National Labor- 
Management Council on Foreign Trade Policy. 

This new committee, that is, the nationwide committee just men- 
tioned, is spokesman in matters of foreign trade policy for a wide 
range of industries, branches of agriculture and labor organizations 
that are confronted with damaging import competition and threatened 
with worse to come. 

I offer for the record a list of the organizations that attended the 
meeting of March 5, 1953, which gave rise to the nationwide 
committee. 

Added to that list is an additional small list of organizations that 
attended a meeting this past Saturday, and which were not at the 
previous meeting. 

The CHamMan. Without objection, those names will be inserted 
in the record. 
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(The names referred to are as follows :) 





LIST OF ORGANIZATIONS REPRESENTED AT MEETING ON TARIFFS AND TRADE, 


WASHINGTON, D. C., Marcu 5, 1953 


Almond Growers Exchange, California 
Band Instrument Manufacturers, Domestic, Tariff Committee 
Bicycle Institute of America, Inc. 
Book Manufacturers’ Institute, Inc. 
Bookbinders, International Brotherhood of, AFL 
Camillus Cutlery Co. 
Cattlemen’s Association, American National 
Chemical Manufacturers’ Association, Synthetic Organic 
Chemical Workers’ Union, International, AFL 
Chemists’ Association, Inc., Manufacturing 
Cherry Growers and Industries Foundation 
Maraschino Cherry and Glace Fruit Association 
New York Cherry Growers Association, Inc. 
New York State Canners and Freezers Association 
China Association, Inc., The Vitrified 
Coal Association, National 
Cordage Institute 
Cotton Manufacturers Institute, American 
Dairy Industry Committee: 
National Cheese Institute 
American Butter Institute 
National Creameries Association 
Milk Industry Foundation 
Etc. 
Diamond Matcb Co., The 
Fig Institute, California 
Fish Canners’ Association, California 
lish Cannery Workers and Fishermen’s Union, Pacific Coast, AFL 
Fisheries Association, Massachusetts 
Fishermen’s Union, Atlantic, AFL 
Fishery Products Division, National Canners’ Association 
Fishing Vessel Owners’ Association, Inc., of Seattle 
Florida Fruit & Vegetable Association 
Glass Workers’ Union of North America, American Flint, AFL 
Glassware Association, American 
Glove Manufacturer's, Inc., National Association of Leather 
Grain Cooperatives, National Federation of 
Handwear Association, American Knit 
Harley-Davidson Motor Co. (motorcycles) 
Hat Institute, Inc., The 
Wool Hat Manufacturers Association 
Hatters’ Fur Cutters Association of the U. S. A. 
Straw Hat Group 


liatters, Cap, and Millinery Workers’ International Union, United, AFL 


Hot House Vegetable Growers, National Association of 

Kimberly Clark Corp. (paper) 

Lace Manufacturers Association, Inc., American 

Meat Packers Association, National Independent 

Meat Packers Association, Inc., Western States 

Milk Producers Federation, National 

Mine Workers of America, United 

Mushroom Institute, The 

Nut Growers Association, Northwest 

Oakville Co. Division, Scovill Manufacturing Co. (metal products) 
Paper & Pulp Association, American 

Pen & Pencil Association, Fountain 

Petroleum Association of America, Independent 
Photo-Encravers’ Union of North America, International, AFL 
Pin, Clip & Fastener Association 

Potters Association, United States 

Revens Lighter Corp. (cigarette lighters) 

lienderers Association, National 
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Reynolds Metals Co. (Aluminum) 

Risdon Manufacturing Co., The (metal and wire goods) 
Scientific Apparatus Makers Association 

Seafarers’ International Union of North America, AFL 
Seafood Producers’ Association of New Bedford, Inc. 
Shenango Pottery Co. 

Sunkist Growers (citrus) 

Tuna Research Foundation 

Vegetable Products, Inc., Basic 

Walnut Growers Association, California 

Wine Institute, The 

Wood screw industry—United States Wood Screw Bureau 
Wool Growers Association, National 

Wool Growers, Pacific 

American Mining Congress 

American Tunaboat Association 

Anthracite Institute 

Clock Manufacturers Association of America, Ine. 
National Small Businessmen’s Association 

Optical Manufacturers Association 

Southern Coal Association 

United Textile Workers of America, AFL 

United Wall Paper Craftsmen and Workers of North America, AFL 

Mr. Jenkins. How long is that list? I would like to know who at- 
tended the meeting. 

Mr. SrrackKsBein. I could very easily read the list. 

Mr. Jenkins. I do not want to take much time. How many are 
there ¢ 

Mr. Srracksern. I would say about 75. 

Mr. JENKINS. Just insert them inthe record. That isall right. 

Mr. Srrackpetn. Nearly all these groups have had years of experi- 
ence in this field and there fore speak from direct knowledge of the 
subject as distinguished from a mere theoretical, idealistic, or doctrin- 
aire contact with the import problem. 

Contrary to widespread characterizations of these groups as repre- 
senting only a “tiny” segment of the economy or as being merely mar- 
ginal, uneconomic, and fringe industries, they include industries and 
branches of agriculture that are basic to our national economy and 
national security and employ directly 4 to 5 million people. 

It is true that they are not numbered among the large mass-produc- 
tion industries. Nevertheless, some of the industries or branches of 
agriculture in this group are large in the aggregate because of their 
wide dispersal and numerous producing units. And the various groups 
combined have roots in all parts of this country and in every State 
of the Union. 

Not to be numbered among the huge mass-production industries is 
not synonymous with being inefficient or marginal or uneconomic as 
some distorted thinking would have us believe. It is a libel on the 
tens of millions of people whose livelihood depends directly or in- 
directly upon these economic pursuits to characterize them in such a 
depreciatory manner. 

The tariff history of this country in the past 19 years has been one 
of progressive t tariff reduction in a world that has not been economi- 
cally in a normal state since 1939. 

The average duty collected on our dutiable imports has been cut 
drastically. The average rate during the 1931-35 period was 50.02 
percent. In 1952 this average had declined to 12 percent, a reduction 
of over 75 percent. About a ‘third of this decline came from increased 
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pr ces of articles on which we ley y a spt cifie as distinguished from an 
id \ I rem d t\ A l umber of other eountries have increased their 
specific rates in order to compensate for the rise in prices. We have 
not done so. On the contrary, in making tariff reductions we have cut 


specific rates no less than ad valorem rates. 
py | : 
If we spread the total duty collected over our total imports we find 


that in 1952, the average burden on our inflowing trade was only 5 
percent. ‘Th s lower than the burden imposed by any of the other 
leading trading nations. Japan is not included because her postwar 
rade laws are not yet fully settled. In 1952, 58 percent of our imports 
were entirely rr of | CV. Many other countries impose various non- 
tariff restricti that impr le the flow of trade more effectively than 
the tariff itself We nee | mention only exchange control, import 
licenses, quotas, bilateral trading arrangements and embargoes. The 
United States, on the other hand, has made relatively little use of these 
various devices. 

I wish to insert a table at the end of my statement, Mr. Chairman, 
showing the average rates of duties collected by other countries, in 


comparison with the United States. 

The CHAIRMAN. Without objecti« Nn, it is SO ordered. 

Mr. SrracKBErn. Because of the abnormality of the war and post- 
war years not only in the flow of international trade but in the internal 
economies of the principal trading nations: and, since most of the 
tariff reductions that have been made since 1934 were made during the 
war and postwar period, it is natural that a question should arise 
about the soundness of such reductions once the war-torn countries 
had regained their feet and were ready to compete again for the 
markets of the world. 

The desirability of a arene in direction of our tariff policy is in- 
creased by the further fact that our wholesale tariff reductions were 
made without adequate study and preparation. The method of cutting 
our duties in international conferences could best be described as the 
meat-ax approach. The tariff on thousands of items was reduced in 
single international parleys lasting only a few months. This meant 
hasty and reckless action. 

The degree of recklessness of these tariff-slashing forays may be 
appreciated when we compare the procedure followed in the interna- 
tional conferences with the proc edure followed by the Tariff Commis- 
sion under the escape clause. Whereas thousands of items came under 
the knife at one time in the conferences, applications under the escape 
clause are confined to one item or possibly a few closely related items 
at one time. In 10 years only some 40 such applications have been 
filed. 

Whereas the international conferences dealing with thousands of 
items only ran for 5 or 6 months, the Tariff Commission ordinarily 
devotes approximately a year to each application. It makes a pre- 
liminary investigation, then holds a public hearing and follows this, 
if necessary, by field studies of its own. To date, only three cases have 
resulted in a restoration or partial restoration of duty. At that rate 
it would require several thousand years to restore all the original 
rates. No one, of course, has such a goal in mind, but the pace may 
be appreciated in its strong contrast to the headlong attack char- 
acteristic of our tariff-reduction conferences. 
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Until a year or two ago the Department of State chose to regard the 
relatively small number of applications made to the Tariff Commis- 
sion under the escape clause up to that time as evidence that little 
injury had been inflicted upon American industry and labor by the 
trade-agreeme nts program. Few app lications meant few injuries 
they said. 

That period, namely, from 1943—the year in which the first escape 
clause was inserted in a trade agreement—to 1949, however, coincided 
with the prolonged sellers’ market in this country, and not much injury 
was to be expected from imports. Domestic demand was strong 
enough until the summer of 1949 to absorb both domestic output and 
imports at high prices. There were, of course, some exceptions. How 
ever, when the rescession of 1949-50 set in, domestic producers and 
labor became alarmed. Then, in 1950, the expanded defense spending 
lifted the pressure, but the domestic producer and labor had had a 
preview of what may be expected from a leveling off or a decline in 
defense spending. 

Under the statutory escape clause, carried in the Trade Agreements 
Extension Act of 1951, the number of applications made to the Tariff 
pce ween rose rapidly. To date 25 such applications have been 
filed; i. e., in less than 2 years’ time. Let us see what happened. 

No sooner had the number of such applications taken a sharp up 
ward turn than the Department of State began publicly to deplore 
recourse to the escape clause. This reflected a strange attitude indeed, 
considering (1) that that Department readily admitted that mistakes 
might be made in reducing the tariff under the method followed, and 
often referred to insertion of an escape clause into the trade agree- 
ments as evidence of the wholly reasonable attitude of the Department, 
and (2) that if a low number of applications up to 1951 reflected 
relative absence of injury, as the Department contended, an increase 
in such applications should, by the same measure, have been inter- 
preted as an indication of a rising trend in the injury suffered from 
imports. The State Department, however, chose not to follow the logic 
of the case. 

bys may summarize the situation as follows: 

The tariff was cut deeply without the benefit of adequate data 
to alsuecina how far it might safely be cut. Calculated risks were 
taken. 

2. Duties were reduced in wholesale fashion during a period when 
the e effects of the reductions could not be tested adequately. 

The escape clause was introduced professedly to provide a means 
ita c ti recting errors committed in the wholesale tariff-reduction process. 

Relief under that clause has been the exception rather than the 
Bt and the operation of the clause has been slow and cautious in 
very sharp contrast with the swift space of the tariff-reduction 
ating oe 

. The relatively infrequent recourse to the escape clause during 
the first 8 years of its existence was interpreted as evidence that our 
nae had suffered only slight injury. 

When the number of applications rose sharply in 1951 and 1952 
inte was expressed over the effect produced upon European:coun- 
tries. The “calculated risks” were forgotten. The fair words about 
a remedy against error were thrown to the wind. Injury, it began 
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to be explained, must be expected, and, in any event, the general good 
of the country must be given greater weight than the interests of 
small, “local, selfish groups.” Finally, the mask came off and rechan- 
neling of capital and relocation and retraining of employees in dis- 
rupted industries was openly advocated. The shell game had been 
exposed. 

Such has been the evolution of the trade-agreements program. 
More extreme steps were attempted going far beyond the authoriza- 
tion contained in the trade-agreements law. The charter for an 
International Trade Organization was the principal proposal but 
forward. While the charter made little congressional headway, 
having died in the House Committee on Foreign Affairs in 1950, 
unmourned and deserted, the objectives sought in it have been incor- 
porated in less extensive form in the General Agreement on Tariffs 
and Trade, known as GATT. This organization lingers as an illegi- 
timate waif in the fogs of international relations, hoping to gain 
legitimacy by a process on a par with the ethics of squatters’ rights. 
It has never been e xpos abr to Congress for ratification. 

Throughout this evolution, power over the regulation of our com- 
merce, lodged by the Constitution in ¢ ongress and not in the execu- 
tive branch, passed increasingly into the hands of the Executive, until 
the Tariff Commission, an agency of Congress, was reduced to the 
level of a statistical service bureau. The dominancy of the Execu 
tive was shaken by the Trade Agreements Extension Act of 1951 but 
not dislodged. 

Thus have the legitimate claims of American industry, agriculture, 
and labor to a reasonable, workable, and honest remedy ag rainst injury 
from unfair import competition been evaded, foredoomed, and over- 
riden by administrative disregard of the congressional policy. 

We believe, therefore, that the time has come for a legislative redress 
of the balance, through a reassertion of its proper authority by Con- 
gress over the regulation of our foreign commerce. This does not 
mean the rewriting of the tariff by Congress. It does not mean a 
return either to the logrolling of the past or to the Hawley-Smoot 
rates of 1930. It does mean reassertion by the Congress of its 
authority over foreign trade and duty making, and the rescue of the 
Tariff Commission from the blight of domination by the executive 
power. That agency, it should be emphasized, is a body created by 
Congress to do the work of Congress, not that of the Executive. 

H. R. 4294, if enacted, would go far toward the reestablishment 
of the legislative branch in its constitutional field of corftrolling the 
function an setting duty rates and regulating foreign commerce. It 
would make final ‘the findings of the T ariff Commission both under 
the peril-point procedure and under the escape clause. 

Three other agencies of the Government now establish rates; namely, 
the Interstate Commerce Commission, the Federal Power Commis- 
sion, and the ’ederal Communications Commission. They themselves 
set final rates—subject, of course, to court review—rather than shift- 
ing the burden to the White House. They are creatures of Congress 
established to carry out congressional powers under the Constitution. 
The Tariff Commission was created for the same purpose and its find- 
ings should be on the same level with that of the other congressional 
agencies. 


I 
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The bipartisanship of the Tariff Commission was established when 
tariff making was regarded as lending itself to a scientific process, 
based upon an impartial system of fact and cost finding. Our tariff 
was to be determined, within limits set by Congress, by the difference 
in costs of production here and abroad. Cost studies were to arrive 
at mathematical conclusions. Bipartisanship of the Commission was 
intended as a guaranty that the procedures followed were fair and 
the fabults factual and unbiased. 

From 1922 to 1930 and from 1930 to 1934, when the trade-agree- 
ments law was first passed, the work of the Commission resolved prin- 
cipally around the cost-of-production formula. Bipartisanship of 
the Commission was suited to such a procedure. It was a matter 
of preserving the integrity of facts and statistics. Once collected 
and put together the results spoke for themselves. The extent of 
the indicated change in duty was a mathematical fact. It could not 
be changed by partisanship. 

After 1934 the cost of production approach went into the discard 
with respect to all items that became subjects of a trade agreement. 
This meant, in time, virtually all of them. 

Today the principal tariff-adjusting functions of the Tariff Com- 
mission lies in administration of the escape clause. No longer is a 
mathematical formula employed. The findings revolve about a ques- 
tion of whether serious injury or a threat of injury exists. The guide- 
lines are not mathematical. Conclusions from gathered facts, pro- 
duced principally through the medium of public hearings, are de- 
rived from an exercise of judgment. Two commissioners, holding to 
diverse political and economic philosophies, very frequently arrive 
at a different judgment from the same set of facts. Of the 16 cases 
acted upon by the Commission under the statutory escape clause, 11 
cases have been rejected. In 6 of these 11 cases the decision was stric tly 
on party lines. 

Too often such bipartisanship allied under the escape-clause pro- 
cedure would merely result in a stalemate that could not be resolved 
if a full complement of commissioners participated in the decisions. 
In other words, a4 commission established to do the work of Congress 
under specified limitations, finds itself unable to function positively 
and effectively. The bipartisanship that was provided and designed 
for and suited to a different type of operation is unsuited to admin- 
istration of the escape clause. 

For these reasons the evenly divided bi partisans hip of the Tariff 
Commission should be abandoned, and the Commission enabled to 
function positively. The three other agencies mentioned above are 
ere of an odd rather than an even number of members. The 

Tariff Commission should follow these examples. H. R. 4294 pro- 
vides for a commission of 7 members, not more than 4 of whom shall 
be from 1 political party. We support this provision. 

The Simpson bill, H. R. 4294, clarifies the definition of injury both 
by specifying whose injury is to be considered, namely, the “Ameri- 
can workers, miners, farmers, or producers,” and by eliminating the 
unspecified “other factors” of the existing law. The concept of in- 
jury, if this bill is passed, could not be confined to financial loss of 
the owners of industry, important as such injury may be. ary f to 
workers, whether deprived of employment or subjected to layoffs, re- 
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duced workweek or a reduction in wages, is raised to the same level as 
curtailment of profits or incurring of actual financial losses. 

Instances may be found where the financial position of an indus- 
try is protected by the very process of laying off employees and cur- 
tailing the workweek. The workers may thus suffer injury before 
financial losses by the industry are incurred. Nor would it be es- 
sential that the entire industry be injured before a remedy could be 
had. Workers in one part or segment of an industry do not work 
in another segment. They may suffer injury while the other parts of 
the industry may enjoy profitable returns for reasons not of general 
application. 

The bill retains the criteria of injury found in the present law. 
Special emphasis should be placed on the criterion which provides that 
a decline in the share of the domestic market enjoyed by domestic 
producers is to be regarded as evidence of injury. We feel that the 
majority members of the Tariff Commission have failed to heed this 
provision in their recommendations. The former President, Mr. 
Truman, denounced this provision as “dangerous.” We think that it 
is highly urgent that this provision be retained as a necessary safe- 
guard to meet particular conditions that would otherwise lie beyond 
the reach of a remedy. 

The establishment of “quantitative limitations” to imports, to the 
extent and for such time as may be necessary to prevent or remedy in- 
jury, as provided in H. R, 4294, merely represents a change in the 
wording by which the establishment of import quotas was authorized 
in the 1951 act. 

I have prepared a separate statement on import quotas and ask to 
have it inserted in the record at the end of my present statement. 

The Cuairman. Without objection, it is so ordered. 

Mr. Srrackeern. I request, however, that I may read certain parts 
of it to the committee at present. 

Import quotas can be employed as an instrument—— 

The Cuatrman. Pardon me, Mr. Strackbein. Do we have that 
before us? 

Mr. Srracksen. I do not believe you do. I want to read certain 
excerpts. 

The CwHarrman, All right. Then, if you will speak up so that all 
may hear, that will be fine. 

Mr. Srracksern. Import quotas can be applied as an instrument 
for the liberalization of trade and in that respect may serve a highly 
useful purpose. They may be imposed, for example, not for cutting 
back the volume of imports but for the purpose of removing from 
imports their most damaging competitive effects. These ‘effects, 
described below, are the most feared by domestic producers and are 
the most disruptive of domestic production, employment, and trade. 

sy freeing trade from this fear, quotas may produce conditions that 
are relatively favorable to imports and their continuation at high 
levels. 

The import quotas, if properly designed and administered, will 
serve its most useful purpose as precisely the time when competitive 
imports ordinarily, in the absence of quotas, do their heaviest Jota. 
Tariffs are neither as effective as quotas under such circumstances 
unless they are very high, nor do they offer the degree of flexibility 
that may be achieved with quotas. 
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To be specific, there are times, as in a seller’s market, when imports 
of particular products can do little or no damage in our market for 
the simple reason that the market demand for these products is 
strong enough to absorb all the domestic supply plus imports at good 
prices. However, when production plus imports catch up with de- 
mand and the seller’s market gives way to a buyer’s market, imports 
may inflict a great amount of damage. 

When prices have reached their highest level and stocks or inven- 
tories begin to grow because of declining demand, thus reflecting sales 
resistance or slowness of consumers to buy, the market becomes highly 
sensitive and producers begin to exercise caution. The same is true 
of those who buy the output of producers. A sudden fear of being 
caught with warehouses full of high-cost stock seizes the producer 
while the buyer does not wish to load up retail shelves with high-cost 
inventory. A widespread atmosphere of apprehensiveness is thus 
created. 

When imports enter such a field with a competitive cost advantage 
the dangers of a market break are intensified. The condition is ag- 
gravated under such circumstances by the natural efforts of domestic 
wholesale buyers, who ee a chance of buying from domestic pro- 
ducers or from importers, » buy at the lowest prices. With the 
weight of growing inve seat worrying the producers, the buyers 
are in the saddle. They are not slow to inform domestic producers 
that their prices are too high and that imported goods may be had 
at lower prices. 

The domestic producers, seeing themselves thus hemmed in, take 
the first step to protect the mselves against heavy losses from a high- 
cost inventory. ‘They shorten the workweek or lay off employees. or 
do both, hoping (1) to prevent a price cut by relieving pressure from 
excessive inventory, or (2) to contain the decline if a price reduction 
cannot be avoided, and (38) to work off their inventory by cutting 
back production, thus reducing their inventory loss and reaching an 
adjustment at a new level. 

Such an “inventory adjustment” may succeed in arresting the defla- 
tionary run. In that event no greater damage may be done to the 
economy than is connoted by the term “recession.” As soon as it 
becomes evident that the downward trend has been arrested and that 
prices have steadied, producers will recall their workers or, if they 
have merely shortened the workweek, they will begin again to operate 
at full time. 

If domestic producers have control of the situation the probability 
of thus arresting the deflationary movement is greatly enhanced. Lf, 
on the other hand, control is out of their hands, as it will be if im- 
ports continue to flow in at an unreduced rate, or if imports take up the 
reduction in output caused by domestic cutbacks, there will be no way 
of halting the downward trend and it will soon develop into the well- 
known spiral that leads relentlessly to a full-blown depression. 

It is obvious that import quotas can be of inestimable help in efforts 
to contain the deflationary forces. Quotas will introduce an element 
of certainty into a field where uncertainty has become enthroned and 
works its havoc with tyrannical ruthlessness. The use of quotas will 
enable domestic producers to take into account the effects of a known 
volume of imports in planning their own production schedules, 
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Furthermore, if the quotas are properly designed, imports will be 
called upon to participate proportionately in the decline in consump- 
tion by being cut back in keeping with such a decline. Thus instead 
of nullifying the efforts of domestic producers to cope with the de- 
flationary forces, by curtailing output, imports will bear their share of 
the responsibility in reaching an adjustment. 

Obviously import quotas must be designed with this purpose in view 
if they are to fu'fill this function. W ith appropriate flexibility that 
will permit participation in an expanding market as well as in a 
shrinking one, such quotas will perform the double function of shar- 
ing prosperity in a seller’s market and neutralizing imports as a de- 
flationary force in a buyer’s market. 

Involved in this design of quotas is a formula that will reserve to 
imports a stated percentage of the market. Ordinarily imports dur- 
ing a previous representative period would be used as a basis for cal- 
culating the share of the market that would be set aside for imports. 

[ have offered the entire statement for the record. 

The CHarman. That has been received. 

Mr. SrrackBern. It goes without saying that legislation that affects 
our foreign trade is not lawmaking in a vacuum. Other countries 
are interested in and concerned over our tariff adjustments and trade- 
agreement policies. 

We should therefore ponder any proposed legislation in this light 
and should consider it within the frame of the world situation. In 
doing so it seems desirable to answer the implications of the “trade, 
not aid” slogan and the assumptions underlying the free-trade pro- 
posals. This will lead us directly into the problem of the dollar gap. 

Much has been written and spoken on this subject. A common con- 
clusion reached is that because of the unbalanced condition of trade, 
which sees us selling more than other countries can pay for, we should 
simply prepare to buy abroad in sufficiently greater volume to over- 
come the gap between our exports and imports. In other words, we 
should lower our tariff yet further, repeal the buy American act and 
simplify our customs procedures. 

Since the present testimony is confined to H. R. 4294, we do not 
wish to express an opinion on the merits of the a a proposals, 
relating to the Buy American law and the cutoms administration. 

The demand for additional tariff reductions by the United States 
rests almost wholly on the condition of unbalanced trade as reflected 
by the dollar gap. While formerly free trade was put forward as a 
means of pacifying the world this claim is no longer pushed with 
much vigor. This is only natural since the period of the world’s 
greatest upheaval in military history has occurred during the period 
of extensixe tariff reduction carried out under the trade-agreements 
program. Evidently pacification of the world awaits something other 
than a movement toward free trade. 

Examination of the dollar gap will soon dispel any mystery that 
may still cling to that term. 

Our exports were stimulated far beyond normal levels by war and 
post war demands from overseas for our equipment, materials and sup- 
— The situation may be described as follows : 

Other leading export nations were incapacitated in varying de- 
onal or completely shut off from their accustomed export markets. 
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We undertook not only to supply our allies and after the war also 
our former enemies but to fill the vacumm that had developed in the 
outlying markets. This effort put a severe strain on our production 
facilities and called for their expansion. A great part of our price 
inflation was thus brought about. 

Y. As the war-stricken countries progressed toward economic re 
covery under the Mashall plan, they needed less of our goods and 
began to seek recapture of their forsaken overseas markets. ‘There 
they found us entrenched. We, of course, had not pushed the war- 
beleaguered nations out of their markets. They simply dropped out 
as trade casualties of the war. Nevertheless we did not become estab 
lished in various markets far beyond our prewar penetrations. Our 
position was, however, not a normal attainment of peacetime trade. 

3. Our large export interests do not now wish to retreat from these 
markets. Our ex-allies and ex-enemies have, therefore, been moved 
to say, in effect, that if we do not return these markets to their prewar 
suppliers in keeping with prewar trade patterns, we should open yet 
wider our own domestic market as a substitute sales outlet for the 
dollar-short countries. Thus they become natural allies of our 
exporters. 

4. This combination of United States export interests and for 
eign exporters have waged a far-flung and intensive campaign 
to press the United States Government into a yielding disposition. 
Free or freer trade, they expound, would be better for all the people 
of the United States and for all the free world than would continua 
tion of the existing so-called high American trade barriers. 

In order to give a yet deeper coloration of philanthropy and hu 
manitarianism to their plea, as contrasted with the so-called rank 
celfishnees of our protected producers, they say that only a tiny, in 
significant segment of the American economy would be injured by out 
right free trade. The displaced employees could be transported to 
more productive centers such as Detroit and Pittsburg for retraining 
and a happy life in the steel mills and on the moving production lines. 
The uprooted capital could be shifted with equally pleasant results 
and with equal facility. 

5. They are abetted in all this by most of our metropolitan news 
papers. Newsprint was twice bound on the free list in trade agree- 
ments with Canada and Finland, early in the trade-agreements pro 
gram. Imports of newsprint paper in 1951 amounted to $513 million, 
and woodpulp to $260 million. 

Thus the newspapers are parties in interest but enjoy the advan- 
tage of declaming from the precincts of a privileged sanctuary. Their 
editorial writers, cartoonists, columnists, and rewrite men fall duti- 
fully into line and besides putting forward in full measure what is 
said or written in support of freer trade, very effectively scuttle nearly 
everything that is said or written in opposition. Needless to say, they 
will not print what is said in this statement; or, if-they do, the desk 
man will so efficiently wield his blue pencil on reporters’ copy that 
only a garbled or discrediting version will see the light of day. 

Not only are the free-trade or freer-trade proposals which call 
for further tariff reductions by the United States full of rank falla 
cies; they hide a veritable pitfall. 

1. To assume that our imports should balance our exports no mat 
ter how much our exports have been stimulated by strictly noncom 
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mercial considerations, is to suggest that our import trade should also 
desert normal commercial considerations and yield to the demands of 
international political considerations. To do this would be to destroy 
private international trade; and perhaps that has been one of the 
objectives of some of the free-tr: ide ] romoters. 

2. We have already vastly ine - ased our imports: 5.5-fold since 
1938 in dollar value and over 50 percent in physical volume. This 
expansion has resulted principally from our war-born prosperity. Our 
domestic purchasing power was able to absorb both domestic produc- 
tion and a high volume of imports at high prices. Should the era of 
full employment pass, thus reducing purchasing power and the na- 
tional income, our imports would also decline, as they have always 
done, after first contributing heavily to the deflationary pressure. 

The notion that we can guarantee a larger market for imports in 
this country than the present level, is totally false, unless our domes- 
tic purchasing power should expand yet farther. A forced increase 
in imports, such as would be necessary to balance exports, almost cer- 
tainly would generate deflationary competitive forces that soon would 
produce an economic earthquake. 

3. It is contrary to the national interest, in the world as we have 
known it and still know it, to create a greater dependence of our 
economy upon export markets than now exists. Already we find our 
agricultural products suffering from a decline in exports. Yet this 
decline goes hand in hand with record imports by this country and 
with foreign economic and military aid. If foreign markets can ex- 
hibit no greater reliability than they now show, under the most favor- 
able circumstances, who could wisely counsel a greater dependence 
upon exports? Yet the “trade not aid” philosophy rests upon pre- 

~ ‘ly such a concept. 

Fear is expressed that this country is becoming a have-not nation. 
Therefore we should lower the barriers so that we can buy more 
abroad. 

That was the subject of an official public report. 

Yet the fact is that what bothers the world is not our inability to 
buy and pay for what we need, but just the opposite. Clearly what is 
called for is a deemphasis of exports in the domain of national policy. 
We are headed in the wrong direction in placing too much emphasis 
on exports. By doing so we make it mode difficult for other countries, 
that are really dependent on exports, to reestablish multilateral trade 
and at the same time put pressure on our domestic industries to ac- 
cept ever increasing foreign competition on a basis that can only 
put a damper on expansion, new capital investment and market devel- 
opment, 

The notion that we can outproduce the remainder of the world 
is a dangerous outcropping of national pride. Not only is our 
industry not composed wholly of mass-production enterprises, but it 
would be a great misfortune if it were. Millions of people work in 
smaller diversified industries, in agricultural, fishing, and mining 
pursuits that are not and perhaps can never be brought under the 
mass-production process. Therefore their unit costs of production 
necessarily remain higher and this fact places them at a disadvantage 

foreign competition. 
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It would be a national calamity to give credence to the unaccount- 
ably false estimate made in the Daniel Bell report with respect to the 
number of employees that would be displaced by the system of freer 
trade which the report proposes. Twenty-five percent a our work 
force, at least, is employed in industries and branches of agriculture 
that are vulnerable to Import competition. 

We may, indeed, find soon that the import-dependent nations 
may regain their accustomed prewar markets in spite of our 14-year 
entrenchment. They, in fact, made great progress through 1951. Un- 
less the peace of the world is further disrupted, they may resume 
their progress and push us back to prewar positions; if so, they will 
not need more of the American market; and if we grant them more 
out of hand we may awaken to find ourselves beset competitively at 
home whilst the bonanza markets abroad have vanished. 

I wish to offer, Mr. Chairman, a table which shows the extent to 
which the leading export nations succeeded or failed in recapturing 
the prewar share of various world markets, from 1947 to L951. 

The Cuairman. Without object ion, it is so ordered. 

Mr. Srrackpern. In any event, since we do not yet know how far 
we are already exposed as a result of tariff reductions already made, 
it would be unwise and even foolhardy to expose ourselves to a yet 
greater degree before the returns are in, so to speak. 

The dollar g zap has been described as stubborn, and so it is. How- 
ever, the economic disruption caused by the war and postwar develop- 
ments have been of such a magnitude that no recovery of a balance 
need be expected in a short period. Yet, whereas the excess of our 
exports in 1947 over imports amounted to $8.6 billion it had in 1950 
declined to $1.4 billion. The dollar gap, in other words, was on its 
way out. With the Korean outbreak the unbalanced condition was 
prolonged. We added military shipments to economic aid and as a 
result our exports were again stimulated artificially. 

However, that such stimulation should create a requirement that 
our imports should expand proportionately when there has been no 
like artificial stimulation of them, does obviously not follow; and it 
is difficult to follow the logic of those who reason that it does. Our 
exports would not be as high as they are if they were not artificially 
stimulated. Our imports are not being subjected to such stimulation. 
They therefore would be expected to remain more normal and that is 
what they have been doing. The doctors of “trade not aid” would 
now administer synthetic medicines to boost our imports and they 
would soon indeed have a patient on their hands. 

Much is made of the decline in East-West trade in recent ae and 
particularly since the Korean outbreak. In a recent speech by the 
Assistant Secretary of State for Congressional Relations, Mr. Thrus- 
ton B. Morton, he stated that until World War IT nearly one-third of 
western Europe’s commerce was conducted with Russia, Poland, Hun- 
gary, Bulgaria, Rumania, and Czechoslovakia. 

The following table shows the percent of total exports that went 
from various western European countries to the Iron Curtain coun- 
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tries named above, as well as the percent of imports derived from 
them : 


Percent of total | Percent of total 
exports to Iron | imports to Iron 
Curtain Curtain 
19381| 1952 19381] 1952 


| 
| } 
| 











Germany 12.7] 1.24 13.3 1.44 

United Kingdon | 3.5 | 0.54 4.6 2. 35 

France 4.5 0. 92 3.7 1.16 

Netherlands 5.8 1. 06 6.8 2. 00 

Benelux . 5.0 2. 27 5.1 1.19 
1 1938 for all countries, except Germany. German figures are for 1936. 


Sources: Foreign Commerce Yearbook, 1939, 1951 (MS); Accounts Relating to Trade and Navigation of 
the United Kingdom, 1938, 1952; Tableau General du Commerce, 1938; Statistique Mensuelle du Commerce 
Exterieur, 1952; Yearbook of International Trade Statistics, 1951, United Nations; Der Aussenhandel der 
Bundesrepublic, December 1952; Jaarstatistick van den In-Vit-En Doorvoer, 1938; etc. 


This table shows that before World War II only one western 
European country maintained substantial trade relations with the 
iron-curtain countries, namely, Germany; and both exports and im- 
ports to and from the iron-curtain countries were less than 15 percent 
of the total German trade. In the case of the United Kingdom the 
trade was less than 5 percent of the total. France, the Netherlands 
and Benelux carried on a trade in the neighborhood of 5 percent of 
their total with the iron-curtain countries. 

Where did Mr. Morton obtain his figure of one-third ? 

Similarly false notions exist with respect to the trade between the 
United Kingdom and China. This trade is not large, nor was it large 
before World War II. 

In 1938 only 0.93 percent of total exports from the United Kingdom 
went to China, or $21.3 million. In 1952 these exports had declined 
to 0.18 percent of total outgoing shipments or to $12.7 million. Ship- 
ments to Hong Kong, however, rose from $19.2 million in 1938 to $79.6 
million in 1952. 

Again, in 1938 only 0.55 percentof British imports came from China. 
In 1952 this had declined to 0.12 percent . Imports from Hong Kong 
were very small both in 1938 and 1952. 

The total trade of Western Europe has in any case increased ap- 
preciably in physical volume since 1938 or 1939, more than sufficient to 
offset the decline in trade with the iron-curtain countries. Accord- 
ing to the Daniel Bell report the volume of European exports is now 
from 50 percent to 70 percent higher than before the war. 

Japan is in a class by herself. China, Formosa, and Korea ac- 
counted for 42.2 percent of her imports in 1938 and only 3.98 percent 
in 1951. In 1938 as high as 61 percent of Japanese exports went to 
these three areas; in 1951; only 5.2 percent. 

We believe that H. R. 4294 should be passed in essentially its present 
form. Section 8, relating to section 22 of the Agricultural Adjust- 
ment Act, should be strengthened i in view of the apparent nonrenewal 
of section 104 of the Defense Production Act. However, I offer no 
specific language at this time to carry out this recommendation. ~ 

H. R. 4294 would go far to remove the unsatisfactory character of 
the escape clause under its current administration. It is a moderate 
bill in the light of the congressional responsibility in this field. 
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Proposals for another study of our tariff and foreign trade position 
have been made and steps have already been taken to launch such a 
study. Considering the results of the 2 studies that have already been 
made in the past 2 or 3 years, it is clearly desirable that another study 
be launched. However, we wish to offer two reservations: 

1. H. R. 4294 should be enacted to cover the 1-year interim. In 
view of the very extensive concessions already made by the United 
States under the trade agreements program, unmatched in net liberal- 
ization of trade by any other country—concessions that have exposed 
us dangerously, we feel that enactment of the bill would go far to 
overcome the growing fear of virtual defenselessness of our industry, 
agriculture and labor against the fast-developing import competition 
that may in the meantime upset our whole economy. 

2. The predominance of the congressional power rather than the 
executive in direction of the study should be made unmistakable and 
definite. The field belongs to Congress. 

As a final word I think that it is desirable to pose a warning. Our 
foreign trade policy of the past 14 years, having flourished under 
the most favorable circumstances, like grasshoppers in the summer 
sun, bears in it the seeds of a disaster as great as the China policy, if not 
greater. While our attention was principally directed elsewhere the 
China policy sprouted and grew and flourished. By the time that we 
awoke it was too late for effective action and we were left in the 
unenviable position of hurling accusations and seeking a scapegoat. 
A little prudent precaution at this time in our foreign trade policy 
may forestall disaster on the domestic front. 

(The material offered for the record by Mr. Strackbein is as 
follows :) 


THE Import QuUOTA—SUITABLE INSTRUMENT FOR A LIBERAL TRADE PoLicy 


(By O. R. Strackbein, Chairman, the National Labor-Management Council on 
Foreign Tade Policy) 


Import quotas as a protective device for domestic producers have been employed 
extensively by various trading nations during the past 3 decades. Recourse to 
quotas became intensified abroad during the depression of the early thirties. 
The purpose, however, was not always nor wholly the protection of domestic 
industry. In many cases the quota was used as a means of protecting the 
national currency by discouraging unnecessary imports. 

The United States, on her part, has utilized import quotas quite sparingly. She 
has adopted several absolute quotas in pursuance of particular statutes, such as 
the Sugar Act, section 22 of the Agricultural Adjustment Act, and section 104 
of the Defense Production Act. In addition she has negotiated a number of 
“tariff quotas” under the trade-agreements program. This type of quota is, how- 
ever, not a true quota but represents a limited tariff concession. It simply 
permits a given quantity of an article to be imported at a reduced rate while 
any imports beyond that figure must continue to pay the unreduced rate. Such 
a quota may or may not be protective, depending upon the level of the unreduced 
rate. If that rate is not protective, the imposition of a quota at a lower rate 
obviously confers no protective function. 

Import quotas may, of course, be used as highly restrictive devices against 
imports and if utilized in that fashion may be a more effective barrier to trade 
than the ordinary tariff. Because import quotas were used in a highly restrictive 
manner by other countries against imports from us our Department of State 
unwisely condemned quotas as such and sought their complete elimination. 
Quotas were and are often combined with other nontariff restrictions, such as 
import licenses, exchange controls, bilateral trade agreements, and tariff con- 
cessions. In the aggregate these devices represent formidable barriers to trade 
and are generally used to control and direct foreign trade. 
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On the other hand, quotas can be employed as an instrument for the liberaliza- 
tion of trade, and in that respect may serve a highly useful purpose. They may 
be imposed, for example, not for cutting back the volume of imports but for the 
purpose of removing from imports their most damaging competitive effects. 
These effects, described below, are the most feared by domestic producers and 
are the most disruptive of domestic production, employment, and trade. By 
freeing trade from this fear, quotas may produce conditions that are relatively 
favorable to imports and their continuation at high levels. 

Under the most-favored-nation clause a given tariff rate is applicable to all 
countries entitled to most-favored-nation treatment. Under the United States 
acceptance of the unconditional form of the clause this means at the present time 
virtually all countries except those under Communist control. In other words, 
if the tariff on cigarette lighters is 25 percent this rate will apply regardless 
of country of origin, with the exceptions noted. 

The fact is that pot all countries stand on an equal competitive level. <A tariff 
rate, such as 25 percent, for example, that would be adequate against the goods 
shipped to us from countries in which the standard of living approaches ours 
wou.d in many cases be too low to give similar protection against the same goods 
coming from lower-standard countries. If, on the other hand, the rate were 
raised to meet the competition from the latter source, in this instance, say to 
50 percent, it might be excessive with respect to goods imported from the higher 
standard countries Import quotas are free from this weakness. They could, 
moreover, be designed to assure to the higher-standard countries a fair share 
of our importation of given articles, whereas under a given tariff rate they 
might be at a competitive disadvantage in our market. ‘The tariff need not be 
din some instances migut be lowered or even eliminated when import 


increased at 
quotas are adopted Foreign producers would then enjoy a margin which they 
ould utilize to improve the living standards within their own country. 

The import quota, if properly designed and administered, will serve its most 
useful purpose at precisely the time when competitive imports ordinarily in the 
absence of quotas, do their heavicst damaze lariffis are neither as effective as 
quotas under such circumstances unless they are very high, nor do they offer 
the degree of flexibility that may be achieved with quotas. 

lo be specific, there are times, as in a seller’s market, when imports of particu- 
lar products can do little or no damage in our market for the simple reason that 
the market demand for these products is strong enough to absorb all the domestic 
supply plus imports at good prices. However, when production plus imports 
catch up with demand and the seller’s market gives Way to a buyer’s market, 
imports may inflict a great amount of damage. 

When prices have reached their highest level and stocks or inventories begin to 
grow because of declining demand, thus reflecting sales resistance or slowness of 
consumers to buy, the market becomes highly sensitive and producers begin to 
exercise caution. The same is true of those who buy the output of producers. 
A sudden fear of being caught with warehouses full of high-cost stock seizes the 
producer while the buyer does not wish to load up retail shelves with high-cost 
inventory. A widespread atmosphere of apprehensiveness is thus created. 

When imports enter such a field with a competitive cost-advantage the dangers 
of a market break are intensified. The condition is aggravated under such 
circumstances by the natural efforts of domestic wholesale buyers, who have a 
chance of buying from domestic producers or from importers, to buy at the 
lowest prices. With the weight of growing inventories worrying the producers, 
the buyers are in the saddle. They are not slow to inform domestic producers 
that their prices are too high and that imported goods may be had at lower prices. 

The domestic producers, seeing themselves thus hemmed in, take the first 
step to protect themselves against heavy losses from a high-cost inventory. 
They shorten the workweek or lay off employees or do both, hoping (1) to prevent 
a price cut by relieving pressure from excessive inventory, or (2) to contain the 
decline if a price reduction cannot be avoided, and (3) to work off their inventory 
by cutting back production, thus reducing their inventory loss and reaching 
an adjustment at a new level. 

Such an “inventory adjustment” may succeed in arresting the deflationary 
run. In that event no greater damage may be done to the economy than is con- 
noted hy the term “recession.” As soon as it becomes evident that the downward 
trend has been arrested and that prices have steadied, producers will recall their 
workers or, if they have merely shortened the workweek, they will begin again 
to operate at full time. 
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If domestic producers have control of the situation the probability of thus 
arresting the deflationary movement is greatly enhanced. If, on the other hand, 
eontrol is out of their hands, as it will be if imports continue to flow in at an 
unreduced rate, or if imports take up the reduction in output caused by domestic 
cutbacks, there will be no way of halting the downward trend and it will soon 
develop into the well-known spiral that leads relentlessly to a full-blown 
depression. 

It is obvious that import quotas can be of inestimable help in efforts to contain 
the deflationary forces. Quotas will introduce an element of certainty into a field 
where uncertainty has become enthroned and works its havoe with tyrannical 
ruthlessness. The use of quotas will enable domestic producers to take into 
account the effects of a known volume of imports in planning their own produ 
tion schedules. Furthermore, if the quotas are properly designed, imports will 
will be called upon to participate proportionately in the decline in consumption 
by being cut back in keeping With such a decline. Thus, instead of nullifying 
the efforts of domestic producers to cope with the deflationary forces, by curtail 
ing output, imports will bear their share of the responsibility in reaching ar 
adjustment. 

Obviously import quotas must be designed with this purpose in view if they 
are to fulfil: this function. With appropriate flexibility that will permit parti 
pation in an expanding market as well as in a shrinking one, such quotas will 
perform the double function of sharing prosperity in a seller’s market and neu 
tralizing imports as a deflationary force in a buyer’s market. 

Involved in this design of quotas is a formula that will reserve to imports a 
stated percentage of the market. Ordinarily imports during a previous repre 
sentative period would be used as a basis for calculating the share of the market 
that would be set aside for imports. An example will clarify the formula 

Assuming this share to be 15 percent, and assuming further that average 
domestic consumption during the representative period has been 1 million units 
per year, then if consumption during the current year were estimated to remain 
at 1 million units, a 150,000-unit share (i. e., 15 percent) would be set aside for 
supply by imports. Should domestic consumption increase to 1,500,000 units, 
imports would be entitled to 225,000 units (i. e., 15 percent of the higher figure) 
If, on the contrary, consumption should decline to 500.000 units, imports would 
be held to 75,000 units (i. e., 15 percent of the reduced figure). 

In cutting the import cloth to fit the market the latter would be protected 
without imposing unfair restrictions on imports. Protection of domestic pro 
ducers would come from several sources: (1) The volume of imports would be 
limited even if established at liberal levels, (2) certainty would replace uncer- 
tainty in assessing imports as a market factor and domestic production could 
thus he planned with greater confidence, (3) pressure on prices from imports 
would be eased since the foreign exporter could not sell more in our market 
by cutting his prices, and (4) plant improvements could be made, more efficient 
production equipment and methods installed by domestic producers, secure in 
the knowledge that low-priced imports would not disrupt the market and thus 
convert capital outlays into white elephants. 

Protection for the consumer would in all ordinary circumstances be provided 
through the flexible provision which would permit imports to expand in propor- 
tion to the expansion of the market. However, a further element of flexibility 
should be introduced so that emergency market conditions might be met 

Domestic production may under certain circumstances fail to maintain its 
normal level of output. This may happen particularly in the supply of farm 
products or in the fisheries. Such a failure would ordinarily be reflected in con- 
traseasonal declining inventories and rising prices. In order to protect the 
consumer against gouging and profiteering, import quotas should be designed for 
reopening and reexamination under stated conditions of such falling inventory 
levels and price increases. An additional volume of imports could then be 
authorized over a stated period of time until the market deficiency was corrected 

Further flexibility should also be introduced for greater protection of domes- 
tic producers who are caught in the toils of a deflationary trend that does not 
respond to the ordinary “inventory adjustments” referred to above. Should 
domestic inventories continue to rise contraseasonally even though prices have 
fallen. thus indicating a grave maladjustment of supply and demand, it would be 
desirable to cut back imports in proportion to the curtailment of domestic pro 
duction. In order to make quotas sufficiently flexible to meet serious economic 
developments it would be desirable to divide annual quotas into quarterly or 
even monthly periods. Seasonality in domestic production and in imports could 
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thus be taken into account. Natural seasonal rises and declines in inventories 
could then be ignored. 

It is important under these circumstances to distinguish between “apparent 
consumption” which consists of domestic production plus imports, without re- 
gard to inventory trends, and actual consumption, which may be lower than ap- 
parent consumption when stocks are piling up. This can only be done, how- 
ever, when reliable inventory reports are available. “Apparent consumption” 
would not reflect rising inventories at the very time when the development of 
surpluses becomes crucial to market stability. Actual consumption would reveal 
the true trend of consumer buying and would make possible the adoption of pre- 
ventive measures before deflationary forces gain uncontrollable momentum. 

The superiority of the import quota over the tariff as a preventive of market 
demoralization is easily recognized when the slowness of tariff adjustment is 
taken into account. In addition to this slowness in responding to emergency 
conditions, tariff rates are not readily tailored to produce desired effects. The 
competitive levels at which imports from different countries strike the domestic 
market, together with the difference in the capacity of domestic producers to 
meet price competition from abroad, make tariff rates uncertain in their effects, 

The very fact that quota controls were available would of itself introduce a 
stabilizing market influence. While it is not necessarily the magnitude of import 
volume that inflicts competitive damage, since a volume equal to less than 5 
percent of the market may disrupt it under sensitive circumstances, the avail- 
ability of a holding device would minimize the characteristic disastrous reac- 
tions of markets ridden by fear. When the volume of competitive foreign goods 
available for shipment to this market at a price advantage is not known or if 
the volume is known to be high, or to be growing, while the domestic supply is 
already adequate to market demand, the threat of market disruption and injury 
contained in such prospective competition soon materializes as actual injury 
whether imports increase in fact or not—unless, of course, a workable defensive 
mechanism is at hand. 

The flexible import quota would provide such a mechanism whereas a tariff 
rate would not do so unless it were high enough to be known to be distinctly 
restrictive. In that event the tariff would unnecessarily restrict imports. A 
quota could accomplish the function of overcoming fear by introducing certainty 
without dealing too harshly with import volume. It would substitute contain- 
ment and certainly for the blighting effect produced by the anxiety that goes with 
a tariff rate not high enough to allay fear, on the one hand, or the highly restric- 
tive effect on imports of a tariff that is obviously high enough to overcome the 
economic perils of anxiety, on the other. 

Import quotas are sometimes condemned for throwing trade into a straitjacket ; 
and it is entirely true that they lend themselves to this end. However, the strait- 
jacketing of trade may be accomplished without quotas, and this undesirable 
effect of quotas may be avoided by the introduction of appropriate flexibility. It 
goes without saying that under certain circumstances and certain conditions of 
trade, tariffs are preferable to import quotas. This fact does not, however, rob 
quotas of their distinct advantages under circumstances such as those described 
above. 

For example, it is alleged that existing trade patterns become frozen when 
import quotas are employed. Of course, to repeat, quotas can and are used in a 
rigid manner; but they need not be. To avoid this rigidity a certain percentage 
of a quota may be reserved for flexibility in source of supply (i. e., country of 
origin) if certain countries would have all the competitive advantages in the 
absence of such reservations and thus make it difficult for others to break into 
our market. The very act of setting aside a portion of the domestic market, as 
suggested above, would insure an opportunity for expanding imports should our 
market itself expand. Furthermore, if evidence should accumulate at any time 
indicating the desirability of increasing the percentage share of the domestic 
market to be offered to imports, public hearings could be called to determine the 
merits of such a course of action. 

The administration of quotas may be more complex than the administration 
of the tariff. However, where the product is homogeneous and readily counted 
or weighed or measured, quota administration is simplified. Moreover, if the 
tariff itself could safely be relinquished when quotas are established, double 
administration would be avoided. Any product that is suitable to the application 
of a specific or a compound duty would lend itself to quota control. Many such 
duties already exist in our tariff schedules. That other items would lend them- 
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selves to such treatment goes without saying. Even items that are heterogeneous 
in physical characteristics or highly varied in composition find a common de- 
rominator in dollar value and could thus be made subject to quota control. 

In view of the superiority of the import quota over the tariff in many ascer- 
tainable instances, this method of regulating imports should not be surrendered 
merely because some countries have apparently abused the quota by using it asa 
highly restrictive instrument. Many instrumentalities that are in common use 
and performing a highly useful function could be and often are abused. That does 
not mean that their use should be outlawed. 


World import trade—Percent of total imports derived from various selected 
sources 






Importing country From Come | Cems _ 7 cent | cont Ly 
i i i ith 
1937 1938 1947 1948 1949 1950 1951 
Belgium-Luxembourg United States 8.5 | 10.8 | 26.5 | 17.9 | 18.1 | 15.7 16.1 
Fr "e 12.3 14.3 11.3 8.8 9.9 11.3 10.5 
Germany 11.4 | 11.3 7 5.8 6.9 8.3 8.9 
United Kingdom 8.3 7.9 9.3 9.7 8.8 9.6 8.3 
Netherlands 8.2 9.0 5.9 8.2 9.2 | 10.0 10.8 
Belgium Congo 8.2 8.4 7.3 7.4 7.5 7.5 7.9 
Ovechoslovakia........-- United States 8.8 | 10.2 | 10.2 4.8 () ( (') 
Germany 17.3 | 18.9 1.0 2.3 (') (‘) 
France 5.3 4.6 3.5 2.5 ( (') ) 
United Kingdom 6.3 5.4 | 11.7 | 10.1 (') (1) (1) 
U.8.8.R 1.1 1.2 6.7 | 15.6 4) (‘) 
DORM ccnsed concen United States 5.2 7.9 | 19.6 | 14.3 | 16.2 9.2 16.1 
Germany 24.2 | 24.5 3.5 3.8 3.3 | 10.5 14.4 
United Kingdom 38.1 | 34.6 | 21.7 | 26.0 | 31.3 | 31.7 25.7 
Belgium-Luxem bourg 2.6 7.9 8.0 6.9 5.2 1.8 4.6 
Sweden 6.1 6.6 6.9 6.6 6.9 8.0 8.4 
France 1.1 1.2 3.3 3.2 4.7 8.5 5.7 
Finland. ...... . ..| United States 9.3 | 10.4 | 22.7 10.3 7.3 6.0 
Germany 16.4 | 18.1 3.0 3.9 2.6 10.7 
Sweden 10.7 | 11.2 4.7 4.7 6.3 5.0 
United Kingdom 19.0 | 18.4 | 14.1 | 20.1 18.2 14.2 
U.8.8S.R 1.8 1.4 8.4 | 10.5 8.5 6.1 
France 2.8 2.3 3.2 3.5 8.3 5.9 
Denmark 3.8 3.6 6.0 7.6 5.4 5.1 
Poland 2.5 3.0 5.1 a3 4.9 6.6 
France...... ds United States 9.5 | 11.5 | 26.4 | 16.6 | 17.8 | 12.3 11.3 
United Kingdom 8.0 7.0 3.2 3.0 3.5 3.7 3.5 
Germany 7.7 6.8 3.9 5.4 7.4 6.5 6.2 
Belgium -Luxem bourg 7.2 6.9 5.2 3.7 3.4 4.6 4.7 
France Overseas 24.4 | 27.1 | 25.4 | 29.0 | 20.2 | 22.4 19.9 
Italy 1.3 1.3 7 1.7 .8 3.5 3.0 
Germany United States 5.2 7.4 (') 54.4 | 36.7 | 15.2 18.5 
United Kingdom 5.6 5.2 ) 4.0 2.3 4.3 3.4 
| Italy 40) 45) ( 2.0 4.1 4.3 3.7 
France 2.8 2.6 (4) 1.2 2.1 6.1 5.4 
U.8.8.R 1.2 9} 0 Rl Shi SS 
Netherlands 3.9 3.6 4.1 5.0 | 15.8 6.9 
Argentina 5.4 4.0 2.4 2.0 2.4 2.8 
Sweden 4.2 4.8 2.2 3.8 5.6 5.4 
Denmark 1.7 2.1 4.3 2.9 
Greece....._. United States 4.3 7.2 | 30.0 | 47.2 | 41.4 | 32.5 30.3 
Germany 27.2 | 28.8 1.5 4.6 3.8 8.0 4.0 
United Kingdom... 11.0/}13.0/ 96) 7.5] 91/124 9.8 
France 1.8 1.5 1.4 1.6 4.7 3.5 4.4 
Italy 2.9 3.4 5.0 4.5 4.1 6.2 9.2 
Belgium 1.2 1.0 5.3 20 45 4.5 5.9 
Stely.. dace 4 - United States 11.0 | 11.9 | 42.8 | 35.9 | 34.5 | 23.4 24.3 
Germany 18.6 | 26.8 1.2 2.1 4.4 8.2 7.2 
Argentina 7.6 2.4 5.1 | 12.0 5.0 5.3 5.0 
France 3. 5 2.3 1.1 1.1 3.0 4.6 4.3 
Switzerland 3. 0 3.3 3.6 2.8 2.9 3.5 2.3 
United Kingdom 4.0 6.5 2.1 3.7 3.8 5.6 3.6 
Netherlands. d United States 8.8 | 10.8 | 28.1 | 17.5 | 16.6) 11.6 19.8 
Germany 21.1 | 21.3 2.3 5.4 6.8 | 12.7 12.4 
Belgium-Luxem bourg 11.6 |} 11.5 | 12.3 | 14.9 | 14.1 | 18.5 18.1 
United Kingdom 8.3 8.1 9.6 9.4) 11.0 9.8 82 
Indonesia 8.1 7.2 4.6 6.8 7.8 6.6 7.7 
France 3.9 4.6 4.6 4.8 6.8 48}; 4.2 
Norway...... .| United States 8.5 | 10.0 | 24.9 | 13.4) 13.5 | 122 12.5 
Germany 16.9 | 18.4 1.9 2.5 3.8 4.8 7.5 
United Kingdom 18.3 | 16.2 | 19.3 | 18.4 | 21.2} 22.1 22.9 
Sweden 10.7 | 11.5 8.4) 13.3 | 14.0 | 144 12.1 
U.8.8.R 1.2 1.6 1.4 3.6 2.6 ‘g@ 1.5 1.1 


! Not available. 
* Less than, 
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LARGE PART OF FARM PRODUCTION IS EXPORTED 


1951 

\ Re~ Kexr\ Kad 
g ee 
TOBACCO SOYBEANS RICE 


VS 


PLUMS AND HOPS ORIED LARD ORIED 
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COMMODITIES EXPORTED IN EXCESS OF 
80 MILLION DOLLARS 
1951 





MOST OF U.S.FARM IMPORTS ARE NON-COMPETITIVE 
1951 


NON - COMPETITIVE 
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Percentage of import duties collected on total imports on basis of value 


[All calculations based on national currencies] 





Calenda Cal r ( 1 
Country A vee y 19 195 
il iy ‘ i iy yen 
1948-49 iv 
Europe: 
United Kingdom 9. 5 5.6 34.6 
If tobacco duty omitted 8.8 11.1 
France 8.0 10.8 11.2 
Italy . 8.0 9.4 11.0 
Switzerland ‘4 9.9 11.8 12.0 
Portugal ‘ > 10.0 11.2 13. 6 
Turkey . : 14.8 16.1 15.0 
Austria 2.0 3.2 24 
Belgium | 3.6 4.1 4.1 
Denmark 3.2 3.1 2.4 
Netherlands 5.0 6.0 5.7 
Norway 4.0 4.2 3.6 
Germany 3.8 4.7 6.2 
Sweden 4.6 5.4 5.8 
Asia 
India sie . 23. 2 22. 2 25.7 
Burma 16.2 30.3 34.7 
Ceylon A | 33. 1 32.4 4.3 
Iran | 34.9 18. 1 19.9 
Iraq . 15.7 19.0 
Pakistan | 23.4 | 29. 6 54.8 
South Am erica: | 
Argentina i | 7.5 | 5.9 | 8.7 
Brazil 7.8 | 11.8 8.0 
Chile i 197.0 249. 5 221.8 
Colombia 10. 4 8.9 10.3 
Peru 17.2 11.9 6.8 
Venezuela al 11.7 13. 5 16.8 
Egypt 26. 2 26.7 20.5 
Australia... 18.8 18.7 17.1 
Canada . 8.4 8.4 10.2 
Mexico . . 18. 6 22.5 
Costa Rica iettnd nig 9.7 16.0 10.0 
Guatemala 18. 1 19.4 
Haiti — 36.7 5l 42.7 
Panama : " 13. 6 14.9 15.3 
United States ~ 5.3 6.3 16.9 


11951: 5.5 percent. 


The Cuarrman. Does that conclude your testimony, Mr. Strack- 
bein ¢ 

Mr. Srracksertn. It does, Mr. Chairman. 

The Cuarrman. You presented a very thorough study of the 
situation. 

I want to ask two questions. The Ways and Means Committee has 
been greatly concerned about taxation. [Iam wondering how much of 
a bearing some of the recent adjustment in taxation in our compet- 
ing countries will affect us. Our Federal, State, and local taxes are 
now consuming almost 30 percent of the national income of the United 
States. 

We find our individual income-tax rates ranging from a minimum 
of 22.2 percent to a maximum of 92 percent. 

We now have a top corporate rate of 52 percent. And when the 
excess-profits-tax rate of 30 percent is added to the total of the cor- 
porate rate, we have a top corporate rate of 82 percent. 

Now, right north of us is a country with which, of course, we are 
very friendly. But we have our problems, and they have theirs. 
Canada has been reducing her taxes. The lowest income-tax rate in 
Canada is 17 percent, and the highest rate is 80 percent. The 
Canadians have no excess-profits tax at all. The top corporate rate 
in Canada for 1954 will be 47 percent, with a 20-percent rate on the 
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first $20,000. And they have an exemption of $1,000 for single men, 
$2,000 for married people. They have removed many of their sales 
taxes and other taxes. 

In view of that picture, would you say that was leading them to a 
point where they would have a distinct tax advantage in competing 
with us? 

Mr. Srracksrin. Well, Mr. Chairman, I am not a student of taxa- 
tion, and I don’t know the effect of tax reduction on prices. I would 
say that if these reductions in taxes do enable those countries to 
reduce their costs, whereas we, by contrast, are not able to do so, 
then obviously they would gain an additional competitive advantage 
over us. 

The Carman. I think your answer is a very fair answer to my 
question. Here is another phase of this taxation question that I] 
think concerns this committee, and I think it has some pertinency. 

According to all the statistics that I have been able to find, if we 
are going to have free ent rpris se succeed in this country, we have to 
provide jobs for a pproximately 600,000 to 800,000 persons ¢ oming into 
the Inbor force each year. And most of those jobs, under a free- 
enterprise system, can only be developed with venture capital, either 
from what the co1 per ations earned or from the savings of the people. 
They cannot save very much with the tax rates which exist now. I 
have forgotten the figures of the proposal to bring in refugees here 
in large numbers, to add to that. 

Now, it cost in 1945 about $5,000 to give a person a job. There had 
to be that much of an invest tment in plant, machinery, and so forth, 
to give them that job. That has risen now to about $11,000 on the 
average. And in some cases, such as in the oil industry, it takes 
hasty nvestment in plant and machinery to give a man a job. 
Chat is done Tete ly with venture capital. 

Now, the question is, with these lower tax rates from abroad, and 
competition coming in, are people going to feel like venturing their 
hard-earned m oney, money that they have saved, in order to take 
up this slack of 600,000 or 800,000 new workers plus maybe a million 
refugees or whatever the number is they may bring in?> 

I know that there is a certain school of thought that believes that 
you can let a foreign industry come in here and take over our payroll. 
Our co untry lives on payrolls. You can go through communities all 
through our States—Pennsylvania, New York, New England—a little 
village with a fine central school, swimming pool, tennis courts, nice 
pati gardens, everything that typifies American life at its best in 
the small community. But it is not the farming area alone that is 
supporting that community. Thousands of citizens, hundreds of 
thousands of them, through the country depend on payrolls. 

A certain school of thought says, “et the foreign people come in, 
and let these people go into something else.” Well, we haven't yet 
arrived at the point where can do that. And, if we let a foreign in- 
dustry take over our payroll, that payroll is spent in that foreign 
country. It is not the profits that supports a community. 

I do not want to give a lecture on this, but I do want to have this 
thing worked out. Because Great Britain has individual income taxes 
lowered now, and the excess-profits tax will be terminated as of Jan- 
uary 1, 1954, she has a much more liberal depreciation allowance than 
we have. 


about S: 
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To indicate how important the British believe tax reduction to be, I 
scribbled off a few statements last night. I quote from a speech of 
Mr. Butler, Chancellor of the Exchequer, delivered in the House of 
Commons on April 15, 1953. In commenting on the tax-reduction 
program presented in his budget, Mr. Butler said: 


The question now is: Can we, and should we, stop at this? Will the change 


alone give our industries sufficient stimulus to get production rising, and rising 
fast enough to overtake the decline of last year and go on to the new high levels 
we need? All the evidence suggests that we ought, if we can, to do re, Even 
with the steps we have taken, we are not likely to bring out the full production 
of which we are capable In fact, if we do no more, there is a real danger of a 
lull, a sort of ebb tide, in the economy. We must get out of the slack water 


lighten the ship, and give her way. 
He means seaway. 
In other words, if we want vision, enterprise, and an expanding future, we 
must, if we can, throw off some of our burdens. 
That is the approach they are making. 
France, another country that competes with us, has lowered het 


tax rates income, corporate, all down the line. Italy is another one 
that imports. There is a proposition up before the Tariff Commission 
now on tobacco pipes. The » are people who advoec: ute lett fF our 
domestic ply pe indus try collapse and the people emp loyed | 1 if find 


employment in other fields. That pipe industry is over 100 years old. 
It is not easy for those people to adjust themselves to some new line 
of work. We put a couple of billion dollars in Italy, and yet she is 
reducing her taxes and wants to get into our market. 

I am one of those who firmly believe, whether I am right or not, 
that because of the fact that we sell in that market from 7 to 8 percent 
of everything that we produce in this country it is clear that that is a 
market we cannot afford to surrender, what with a minimum of 
600,000 to 800,000 new workers annually added to our labor force, in 
eR we will say, 500,000 students coming out of our schools. We 

‘annot afford to a ake m idle or permit them to go on the relief rolls. 

When we talk about fighting communism, you take that number of 
unemployed, especially the students in our schools and colleges who 
have prepared themselves to go into the free-enterprise system in this 
country, and let them remain idle and go on relief and see how much 
communism you are going to develop out of that. 

I am only giy ing this little statement here, because during the hear 
ings I would like to have some of these questions answered. And this 
committee voted 21 to 4 to begin reducing taxes before we run into a 
depression. It had better not be stalled off much longer, or we will 
see the clouds rolling up along the horizon. We will see the signals 
out and the cyclone cellars being opened. 

These other countries have had the vision and the sense to do what 
we ought to do, reduce taxes. 

Are there questions on this side? 

Mr. Jenkins will inquire. 

Mr. Jenxrns. If it is appropriate, I want to commend and congratu 
late my chairman on the very fine dissertation he has given us on taxes: 
all of which is very pertinent at this time. 

Now, Mr. Strackbein, I want to compliment you, as the chairman 
has, on the very fine presentation you have made. I followed you line 
by line and word by word; and I, of course, agree with you that, phil 
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osophically at least, you have given us a very good statement of your 
views. 

I want to ask you this: I know you as an expert in the details of this 
matter before us that we call the trade-agreements program. Are you 
going to be available if we need you or want you later for questioning ? 

Mr. Srrackpein. Yes, sir; I will hold myself available. 

Mr. Jenkins. In reference to some of these details? 

Mr. StracksBern. Yes. 

Mr. Jenxins. Now, then, I am very much impressed with what you 
say on the bottom of page 2. As we know, for the last 40 or 50 years 
we have had in this country, and before that, a problem that we call 
tariff for revenue. It seems like that is passing out now, because, ac- 
cording to your figures here, the whole tariff on all imports has been 
only about 5 percent of the dollar volume. 

Mr. Srrackpein. Yes; the collections in 1952 were approximately 
$575 million, from import duties. 

Mr. Jenkins. Yes. Now, then, I am not going to ask you any more 
questions than this. 

Mr. Srracksern. And that is somewhat less than 1 percent of our 
total tax collections, I might add. 

Mr. Jenkins. This catchy phrase, “Trade, not aid”—according to 
these figures, we have given them not only all our trade but we have 
also about given them all our aid. We have aided until we have traded 
ourselves out. And it does look to me as though it is time for us to 
halt and look after our own business before we get too far extended. 

That is all, Mr. Chairman. 

The Cuamman. Mr. Boggs? 

Mr. Booes. Mr. Chairman, I would like to ask a few questions. 

Mr. Witness, I notice in the beginning of your statement you say: 

My appearance before you is in my capacity both as chairman of the newly 
formed Nationwide Committee of Industry, Agriculture, and Labor. * * * 

Now, what segment of industry do you speak for? 

Mr. Srrackeern. Such segments, Mr. Boggs, as are represented by 
the organizations that appeared at the meeting and that have become 
or are becoming members or agree with the statement of principles and 
declaration of policy that we made. I have inserted into the record 
a list of these organizations. I would be glad to read them to you if 
you want to hear them. 

Mr. Boces. You do not speak for the United States Chamber of 
Commerce, do you ? 

Mr. Srrackpetn. No; the United States Chamber of Commerce was 
not at our meetings. 

Mr. Bocas. Do you speak for the National Manufacturers Asso- 
ciation ? 

Mr. Srracksern. I do not. 

Mr. Boces. You also refer to agriculture. What segments of agri- 
culture do you speak for? 

Mr. Srrackpein. At this meeting, going down the list and picking 
out the agricultural producers, were the California Almond Growers 
Exchange, the American National Cattlemen’s Association, the Cali- 
fornia Fig Institute, the Florida Fruit & Vegetable Association, the 
National Federation of Grain Cooperatives, the National Association 
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of Hot House Vegetable Growers, the National Independent Meat 
Packers Association, the Western States Meat Packers Association. 

Now, the National Milk Producers Federation was there, but 1 do 
not want to say that I speak for them. 

The Mushroom Institute, the Northwest Nut Growers Association, 
the Sun-Kist Growers, the Basic Vegetable Products, Inc., the Cali- 
fornia Walnut Growers Association, the Wine Institute, the National 
Wool Growers Association, the Pacific Wool Growers. 

That is all I find in the line of agriculture. 

Mr. Boaes. Do you speak for the Farm Bureau Federation? 

Mr. Srracksern. No. 

Mr. Boaes. Do you speak for the National Grange? 

Mr. Srrackpern. No. 

Mr. Bocas. Now, I notice you also mention labor. Do you speak 
for the American Federation of Labor ? 

Mr. Srracxpetn. The American Federation of Labor speaks for 
itself. I speak for some of the unions that are afliliated with the 
American Federation of Labor. 

Mr. Boces. But you do not speak for the American Federation of 
Labor ? 

Mr. Srracksern. I do not purport to speak for the American Fed- 
eration of Labor. 

Mr. Boaes. Do you purport to speak for the CIO? 

Mr. SrrackBern. No. 

Mr. Bocas. Do you purport to speak for any other nationally 
organized labor groups? 

Mr. Srrackeetn. The United Mine Workers are a member of this 
nationwide committee. 

Mr. Boces. Now, what is the Foreign Oil Policy Committee? 

Mr. Srrackrern. That is a question that I think would best be 
answered by the National Coal Association and the Independent 
Petroleum Associations who are interested in that matter. 

Mr. Boees. Are you a member of that organization ? 

Mr. SrrackBern. I am a member of it, a member of the executive 
committee. 

Mr. Bocas. Well, do you speak for the Foreign Oil Policy 
Committee ? 

Mr. Srrackeetn. I do not speak for it. I am a member of it. 

Mr. Boces. But you are not representing them here today ? 

Mr. Srrackpern. The United Mine Workers—I think you will 
find someone representing the United Mine Workers on that list. 
I believe you will. That is my impression, anyhow. I do speak for 
them in this particular field of tariffs and trade. And also the Na- 
tional Coal ee ation. 

Mr. Boaes. I do not want to interrupt you, but I do not quite under- 
stand your answer. You say you do not speak for the Foreign Oil 
Policy Committee, but that the United Mine Workers will speak 
for 

Mr. Srracksern. No; this Oil Policy Committee will speak for 
itself. I am not authorized to speak for them. The National Coal 


Association is a member of this nationwide committee. So are the 
United Mine Workers. 
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Mr. Boces. Well, you are a member of the executive committee of 
the Foreign Oil Policy Committee. What is the Foreign Oil Policy 
Committee 

Mr. Srrackeern. It is a committee that has been established to 
consider the problems, and to try to find a remedy, caused by the heavy 
importation of residual fuel oils. 

Mr. Boees. And who is it made up of # 

Mr. Srracksern. I don’t have with me a list of members, but it 
is made up of the coal industry, and I think of the independent oil 
producers, not the large oil producers, not the big companies, but the 
independent oil producers, and the United Mine Workers, and per- 
haps some related industries that are affected by the conditions 
in the coal-mining industry and in the independent petroleum 
industry. Now, I don’t have the names. I think that they will 
testify. I think that you will have an opportunity of gaining from 
them the list of their membership. I don’t think they have anything 
to hide. 

Mr. Bocas. Now, if my memory serves me correctly, you have testi- 
fied before the committee on previous occasions with respect to the 
Trade Agreements Act. 

Mr. SrracksBern. I have; yes. 

Mr. Bocas. It seems to me that you testified in 1949; did you not? 

Mr. Srrackeern. If that was one of the years in which the extension 
of Trade Agreements Act came up, I would say “Yes.” 

Mr. Boaes. Have you testified each year that it has come up ¢ 

Mr. Srracksen. I have; that is, since 1948, or 1947. 

Mr. Boces. Have you ever testified in favor of the Trade Agreements 
Act? 

Mr. SrrackseIn. I have never testified against it. 

Mr. Boaes. Well, maybe I should rephrase my question. Have you 
ever testified for a straight extension of the Trade Agreements Act 
as written at that particular time? 

Mr. Srrackeern. I have never thought that the Trade Agreements 
Act as it had been written was perfect. I have always felt that it 
needed modification and amendment. So I have on every occasion, 
so far as I know when I have testified, made suggestions which I 
thought would improve the act. 

Mr. Bocas. Are you familiar with the speech that Assistant Secre- 
tary of State Morton made in New Orleans last week ? 

Mr. Srrackser. I certainly am familiar with it. 

Mr. Bocas. Do you agree with the expressions contained in that 
address ? 

Mr. Srracksern. I disagree almost totally with that speech. 

Mr. Bocas. Would you say that Mr. Morton spoke for the admin- 
istration ? 

Mr. Srracksern. That I would like to know, and shall launch some 
inquiries to find out. 

Mr. Boaes. You say you have launched some inquiries to find out? 

Mr. Srracxsery. I intend to. I would be very’much surprised if 
Mr. Morton’s speech actually reflected the policy of the administration 
in this field. I say that in view of the President’s message to Con- 
eress on the state of the Union, his inaugural address, and the state- 
ments that he has made to the press. 
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Mr. Boaes. Well, now, I would just like to read a paragraph or two 
from his speech. He said, on page 6 of the copy which I have: 

President Eisenhower, recognizing the dangers, and aware of the need for 
trade to strengthen the economic foundations of the free world, has recom 
mended to Congress the extension for 1 year of the present Reciprocal Trade 
Agreements Act us an interim measure. 

Do you think that he was speaking without authority when he said 
that ¢ 

Mr. Srracksern. No; I think Mr. Morton is making a statement 
of fact, th: at the Preside . has asked a 1-year extension of the present 
so-called reciprocal trade agreements law. I think Mr. Morton is 
making a statement of fact. The President did ask for such an ex- 
tension. But that, Mr. Congressman, is not the whole of Mr. Mor 
ton’s speech. Because he is right in this one paragraph does not make 
him right in the many other paragr aphs. 

Mr. ‘Boees. He says on page 7: 

You are probably all aware that hearings will begin on April 22 
Of course, that was before we put the hearings off until today 
before the House Ways and Means Committee to decide which of the crossroads 
the United States shall take in its trade policies. The hearings will be held 
on a bill which could tear the vitals out of the present Reciprocal Trade Agree 
ments Act. 

Is that the bill that you are testifying in favor of ? 

Mr. Srrackeern. I don’t recognize it by his description, but I as 
sume he is talking about the same bill. Would you mind reading the 
next sentence ? 

Mr. Boces. Now, mind you, I am reading from Mr. Morton’s speech, 
that of the Assistant Secretary of State. 

Mr. SrrackeeE1n. This is not a quotation of the President. This is 
Mr. Morton’s own language you are reading now. 

Mr. Boces. Yes; it is not the President’s language. I thought I 
made that clear. 

Mr. Srracxsern. I am sorry. I didn’t get the distinction, 

Mr. Bocas. But he purports to speak for the President. 

Mr. Srrackpein. Does he? in this? 

Mr. Bocas. Well, I couldn’t imagine him not speaking for him. He 
is the Assistant Secretary of State. Of course, we don’t have anybody 
here from the State Department. If there were somebody here, I 
could ask them. 

Now, he goes on to say: 

Adoption of such a bill would create consternation among countries of the 
free world and would lend credence to the Communist theme that the United 
States wants to sell but it does not want to buy. 

Mr. Srrackpern. Now, Mr. Boggs, the reason that question that 
Mr. Morton in that paragraph was speaking for the President—is that 
that last sentence that you have just read represents no variation from 
the same type of speech that has been made by the Department of 
State representatives for the last 18 years. 

Mr. Boaes. Well, I would not think it would. He is asking for a 
continuation of a policy. It could not represent any variation. 

Mr. Srrackpern. May I ask you a question? May I address a ques- 
tion to you? 

Mr. Boces. Well, it is a bit unusual; but go ahead. 


32604—53—4 














36 TRADE AGREEMENTS EXTENSION ACT OF 1953 


Mr. Strackpern. Well, then, may I make an observation? 

Mr. Boses. Sure. 

Mr. SrracksBern. That the State Department of the past 18 years, 
and specifically in 1951, was not in agreement with and was strongly 
opposed to the present Trade Agreements Act. So if the President 
advocates the extension of the present act in its present form, he is 
not conforming to the old State Department policy, because they 
opposed it. 

Mr. Bocas. Then are you saying that Mr. Morton conforms to the 
old State Department policy ? 

Mr. SrrackeEin. I say this statement here, this paragraph that you 
just read, is in such close conformity with, and the President’s position 
is so different from, the previous State Department policy, that I do 
not believe that this paragraph represents the President’s point of 
view. 

Mr. Boces. — ell, now, I want to be certain that I have established 
this speech properly. I hold in my hand an official press release of the 
Department of State. It says: 

DEPARTMENT OF STATE. 

For the press. 

Caution: 

Future release— 
and so forth. It goes on and tells the time of release— 

Speech by the Honorable Thruston B. Morton, Assistant Secretary of State 
for Congressional Relations, before the Eighth Mississippi Valley World Trade 
Conference, Jung Hotel, New Orleans, La., Friday April 17, 1953, 1 p. m. central 
standard time. 

Mr. Srrackeern. Yes. 

Mr. Boces. Now, it is inconceivable to me that the Assistant Secre- 
tary of State of the United States would make a speech, released of- 
ficially by the Department of State of the United States, if he was not 
authorized to make the speech. 

Mr. Srrackevern. I assume that he was authorized. 

Mr. Boacs. There are several other questions that were raised in my 
mind by this speech. Mr. Morton said, at page 6: 

In the postwar period, from 1946 to 1952, the accumulated dollar deficit of the 
United States with the rest of the world amounted to approximately $34 billion. 
It was covered by aid from the United States, and the use of gold and dollar 
reserves. With the reduction of foreign aid, which has made possible a large 
part of the United States shipments abroad of agricultural and manufactured 
products, exports will drop sharply unless we increase our imports and permit 
other countries to earn the dollars needed to maintain their purchases of 
American products. 

Do you egree with that statement ? 

Mr. Srrackeein. I have pointed out that exports of agricultural 
products have already dropped sharply, even while our aid is con- 
tinuing. Now, there may very well be further declines in our exports 
of agricultural commodities, as other countries bring back their agri- 
cultural lands into full production and begin to ship to the world 
markets again in greater force, the markets which ‘they held before 
the war but which fell into our lap, so to speak, during and immediately 
after the war. 

Mr. Boces. Then you disagree with the statement made by the 
Assistant Secretary of State? ; 
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Mr. Srracksern. I do not disagree with it. I said the drop in 
exportation is already starting, even hand in hand with the heaviest 
import volume that we have ever enjoyed in history, and even under 
the economic aid that we have extended abroad and the military aid 
which we have extended abroad. Even under those circumstances, 
our exports are declining; our exports of agricultural products in 
particular are declining, and declining rather alarmingly. 

Mr. Boces. Well, do you think that we can reverse that trend? For 
instance, in cotton and tobacco and in wheat? In the case of cotton, 
almost a third of our crop was exported, and maybe more. In the 
case of tobacco, it is either that much or more. This year it has been 
announced that, beginning in the crop of 1954, quotas will have to be 
imposed upon at least the production of cotton and wheat. 

Do you think that we are going to improve our market for the export 
of agricultural commodities if we start imposing import restrictions 
on products from other countries? 

Mr. Srracksern. I believe that if we established import quotas, 
fiexible import quotas, of the type that I have recommended, the injury 
which ordinarily comes from imports can be largely neutralized. 

Now, when you say “trade barriers” or “trade restrictions,” I assume 
that you mean import quotas as well as tariffs. 

Mr. Boggs. I do. 

Mr. SrrackBeErn. I believe that import restrictions in the form of 
quotas can be put on without injuring import trade, if the quotas are 
properly designed. 

Mr. Boces. You would then advocate, though, that we continue to 
appropriate funds to the foreign buyers, so that they would have 
money enough to buy our cotton and wheat and tobacco? How would 
they buy it otherwise ? 

Mr. StrackBern. Our imports in 1952 amounted to $10,500,000,000. 
Now, that is a fair piece of change for them to use with which to buy 
our products. 

Mr. Boccs. How much did our exports amount to? 

Mr. StracKeerIn. Our normal peacetime exports did not amount to 
but very, very little more than our normal imports. In addition 
to that, we sent abroad military equipment and foreign aid. 

Mr. Boces. Now, wait. Excuse me for interrupting. You gave 
me an import figure of $10 billion. Now, when I ask you on exports, 
you start hedging and qualifying and saying, “our normal.” What 
makes you think our imports were normal ¢ 

Mr. Srrackserin. There is every reason to make that distinction. 
That was a considerable part of my statement. It dealt with that 
distinction between our abnormally stimulated exports, on the one 
hand, and the much more normal imports, on the other. With the 
national income that we have, and with the full employment that 
we have had, during the war and since the war, you would have ex- 
pected our imports to rise. They did rise. You would not have 
expected our exports to go as high as they did, except for the fact 
of our supplying the war-damaged countries. That is what I call 
the abnormal stimulation of our exports. Those exports, a consider. 
able part of them, were not normal peacetime exports. They did nov 
represent normal international trade. 

Now, the point that I am making, to try to force our imports to bal. 
ance those abnormal exports, is to inject an artificial factor into our 
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trade which will destroy, if we insist upon forcing such a balance, our 
private international trade. 

Mr. Boces. Well, I am certain that I am not going to convince 
you, and you will not convince me, but there are 1 or 2 other questions 
I want to ask vou. 

No. 1 is: Why, in your statement, did you go out of your way to 
criticize the press of the United States / 

Mr. SrracuBein. I think it is a well-known fact that most of the 
metropolitan press, as I have said, has given very, very little space 
to what for want of a better term I would say is the side of this ques- 
tion which I represent. And they have been giving a great deal of 
space, and they have been giving an increasing amount of space, to 
the other side, for many years, and particularly in the last few months. 

Mr. Boces. Well, are you saying that the press is biased on this 
subject ? 

Mr. Srracksein. I have not said that. 

Mr. Boces. Well, I believe you said more than that. 

On what page of your statement did you refer to the blue pencilling, 
and so forth? As a matter of fact, you went a lot stronger than 
that. 

Mr. Srracksern. I hope I did. 

Mr. Boges. You said the newspapers are parties in interest. 

Mr. Srracksern. Yes;Isaidthat. AndI will repeat it. 

Mr. Boees. I want to get this straight in my own mind. You are 
saying that because the newspapers import newsprint they will not 
present the other side of this picture. 

Mr. Strackern. I say that the newspapers are a party in interest, 
the same as any other group or organization in this country that is 
affected by this trade-agreements program. And therefore they are 
in no different position, when they make a public statement on this 
question, than anyone else who has taken sides in it. They are a party 
in interest, in the fact that they rely heavily upon imported news- 
print, which was bound on the free list in one of the very early trade 
agreements. 

Now, as you know, Mr. Congressman, there is a newsprint industry 
in the United States in the States of Alabama and Texas. I don’t 
know how large it has grown. It supplies something, I believe, like 
10 or 15 percent of the newsprint consumed. That is subject to veri- 
fication. I do not stand on those figures. 

Assume that a duty of 20 percent were placed on newsprint. At 
the importation of $500 million a year, this would mean $100 million 
collected in duties. 

The newspapers are in no different position from the cotton growers. 
The cotton growers have an absolute quota on the only cotton that 
competes ith American-produced cotton, namely, long-staple cotton. 
They have not a flexible quota but an absolute quota. 

And you mentioned the wheat farmers. The wheat farmers have 
an absolute quota on the import of wheat. There is an absolute quota 
on the import of wheat flour. 

Mr. Boges. Well, we have gotten away from the question. 

Mr. Srrackner. The point that I make, however, is that the news- 
paper publi shing industry, particularly the large me tropolitan papers, 
have a stake in this program and, therefore, are no different from 
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anyone else in making up their minds whether they are for or against 
a particular legislative proposal. 

Mr. Boces. Well, I think that is a fantastic blanket indictment of 
the press of the country, and I am glad that I do not subscribe to it. 

It seemed to me that when you were here last, in 1949—and I do 
not have a transcript of the testimony in front of me, but that is the 
way it se emed to me—you were very strong for a bipartisan commis- 
sion. It seemed to me that you told this committee that by having a 
bips irtisan commission the decisions to be reached would be objective. 
Today you come in and ask for the creation of a partisan Tariff Com- 
mission. Now, what accounts for your reversal ? 

Mr. Srracksern. Well, about 15 or 16 cases which have been passed 
on by the Tariff Commission since that time, since the time that the 
escape clause was put into the law, have convinced me that my pre- 
vious judgment about the equally divided bipartisanship of the Tariff 
Commission was not suited as an instrument to this type of action, 
the escape clause. 

Mr. Boaes. Do you mean by that, No. 1, you would have a partisan 

Tariff Commission ¢ 

Mr. Srrackeern. I would have the Tariff Commission made up 
exactly as the Interstate Commerce Commission, the Federal Power 
Commission, and the Federal Communications Commission, where in 
each case they have an odd number of members. The Tariff Commis- 
sien is the only commission that has an equal number of members. 
And I explain in my statement why it was set up in that fashion in 
the first place. 

Mr. Boaes. Well, in the first place, I think that your comparison 
of the Tariff Commission to the Interstate Commerce Commission 
and the other boards and agencies in the Government is not a valid one. 

The Tariff Commission deals in the field of fore ign policy. 

Mr. Srrackeetn. The Tariff Commission deals in the field of for- 
‘ign policy ¢ 

Mr. Boces. Why certainly it does. 

Mr. Srrackpern. The Tariff Commission is an agency of Congress, 
and Congress, under the Constitution, regulates our foreign com- 
merce. 

Mr. Bocas. Well, you have made my point. 

Mr. Srrackeern. Foreign policy is a very much broader thing. 
Foreign affairs is very much broader than foreign trade. 

Mr. Boces. Let us make it “foreign economic polie: y.” You do not 
deny for one moment, do you, that there is a question of relationship 
with other nations involved in the settlement of tariffs? 

Mr. Srracksern. No; I so stated in my statement, that we are not 
legislating in a vacuum. 

Mr. Bocas. Now you have advocated the creation of a partisan 
Tariff Commission. Is that right? 

Mr. Srracksern. I am advocating a Tariff Commission of 7 mem- 
bers, not more than 4 of whom should come from 1 partv. 

Mr. Boces. Now I want to ask you another question. When you say 
“partisans” in this connection, do you mean political partisans or 
economic partisans? Do you mean a partisan like Secretary Morton, 
or a partison like my good friend, Dan Reed ? 

Mr. SrrackeeE. I refer, n: aturally, to the two major political par- 
ties in the United States. 
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Mr. Boccs. But you do not specify the type of economic philosophy 
that the particular partisan might have? 

Mr. Srracksetn. No. That cannot be done beforehand. And it 
should not be in the law. 

Mr. Boces. So that you would not object to the appointment of a 
man like Mr. Morton to the Tariff Commission if we created it? 

Mr. Srracksern. I would want to look over the credentials of any 
candidate or anyone about to be appointed to the Tariff Commission, 
regardless of his party affiliation. 

Mr. Boces. But you would not object to him on the basis of the 
speech that he made in New Orleans, for instance? 

Mr. StrracxBern. If that speech reflected his point of view, instead 
of perhaps representing a speech that was handed to him, I would say 
that I would not favor his sitting on the Tariff Commission, regardless 
of his party affiliation. 

Mr. Boces. You mean you would not object to him if he just read 
the speech, if somebody handed it to him ? 

Mr. Srracxzzrn. I did not say that. I said if what he said in that 
speech does represent his outlook or his position on this. 

Mr. Boees. Do you doubt that it represents it? He made the 
speech. 

Mr. Stracksern. He made the speech, indeed. 

Mr. Bocas. Well, are you saying he did not mean it? 

Mr. Srrackeern. It is entirely possible that Mr. Morton made a 
speech, as many other public officials do, written by someone else, as 
everyone knows. Now, in the State Department there are some hold- 
overs from the previous administration who are still appearing before 
committees of Congress and otherwise making speeches. 

Mr. Boces. Well, Mr. Morton sat here in Congress with us, and he 
was a distinguished Member of the Congress, and on behalf of Mr. 
Morton I resent the implications that you make. 

Mr. Chairman, I do not have any further questions. 

The Cuarrman. Mr. Kean will inquire. 

Mr. Kean. On page 12 or 13 of this presentation, you acknowledge 
that there isa problem i in the dollar gap. 

Mr. Srracksern. Oh, yes. 

Mr. Kran. And, as I understand it, what you are advocating and 
thinking is possible is that, instead of increasing our imports to correct 
this thing, we can reduce our exports. 

Mr. Srrackeern. No, Mr. Kean; I take this position 

Mr. Kean. That is the way I read it. And I read it over twice, 
too. 

Mr. Srracksern. No. No; I say: Don’t throw the weight of the 
whole Government policy behind the stimulation of exports. They 
have already been abnormally stimulated as a result of the war and 
the conditions developed in the war. 

Mr. Kean. Well, then you would reduce it. 

Mr. Srrackeern. No; I would say: Let nature take its course. I 
would not take steps specifically to reduce exports. Of course not. 

Mr. Kean. But you think, if you let nature take its course, the ex- 
ports would be reduced. 

Mr. SrrackseIn. I believe that if the other exporting nations, such 
as England, Germany, Japan, are given an opportunity to regain 
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their prewar share of the markets of the world that they held, natu- 
rally it will put a squeeze on our exports. Those markets fell in our 
lap, so to speak, during and after the war, when England, Japan, 
Germany, Italy, France, and so forth, were eng aged militarily and 
could not export. We had to export. In fact, the demand for our 
products was so heavy that we had to put on export controls, so that 
our exports would be equitably distributed. 

Now, as these other countries are recov ering, making their economic 
recovery, and as their factories are being rebuilt and their farms re- 
habilitated, if they go out to export as they did before the war, they 
find that in many instances we are entrenched in the markets that 
they used to supply. 

Now, I have supplied a table which shows the extent to which we 
supplied these foreign markets in 1947 compared with 1938 

Let’ s say that before the war we supplied 15 percent—this is a purely 
hypothetical figure—of the total imports of Argentina. Then during 
the war and after the war, instead of 15 percent, we went up to 50 
percent, and supplied 50 percent of the whole Argentine market. Now, 
after 1947, the European countries began again to seek recapture of 
their prewar market, as was to be expected. Now, by 1951, our share, 
which had gone up to 50 percent, had come back to about 30 or 35 
percent, but was not yet back to the prewar 15 percent. 

I say that, in the natural course of events, obviously it will require 
several years for these export-dependent countries, such as Japan and 
Germany, to regain. their prewar share of the market. And your 
dollar-gap problem is solved. You have a reestablishment of multi- 
lateral trade. 

Mr. Kran. How many American workers are employed in the ex- 
port business ¢ 

Mr. Srracksetn. Well, various figures have been, of course, pub- 
lished on that. 

Mr. Kean. What is it? Around 5 million? 

Mr. Srrackseitn. Oh, I don’t think that 5 million people would be 
required to produce $15 billion worth of goods. 

Mr. Kean. No; that does sound large. 

Mr. Srracksern. It sounds totally out of line. 

Mr. Kran. You do not know how many, though? 

Mr. Srrackeern. No; but I could obtain an estimate if you desire it. 

Mr. Kean. Because, if we reduced our export business, those people 
would be thrown out of work. 

Mr. Srrackeetn. If we reduced our exports, there would be a pro- 
portionate displacement, undoubtedly, of workers employed in those 
export industries. 

Mr. Kean. So, what you are recommending is that we do not dis- 
place anybody in the businesses that might be affected by imports, but 
that we do displace the people that would be affected by exports? 

Mr. Srrackeern. I am not saying, Mr. Congressman, that we should 
reduce our exports. 

Mr. Kran. But you are saying that we should not encourage them 3 

Mr. SrrackBetn. We should not encourage our exports at the ex- 
pense of our producers for the domestic market. The Government 
should stand neutral between the two groups. 

Mr. Kean. I think that that is a sound thing; that the Govern- 
ment should be neutral as far as possible. But, however, ever since 
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1919, with the exception of a year or two, when some of our people 
were foolishly buying a lot of foreign bonds, our exports have been 
financed by our taxpayers. First, there was the money after World 
War I, supposedly lent to European countries. Then there was a little 
period when we were buying foreign-government bonds. ‘Then came 
the purchase of gold. Then came lend-lease. Then came the Marshall 
plan. Then came “mutual aid.” It seems to me that the taxpayers 
of this country have been finane ing our export trade. 

Now, I want to get this off the necks of the taxpayers of the United 
States, and it seems to me that perhaps if we could gradually have 
a little more imports it would help protect the taxpayers of the United 
States, because everybody is a taxpayer. 

Mr. Srracksrrn. Mr. Kean, as we import more, we must distinguish 
what these imports consist of. 

Mr. Kean. Right. 

Mr. Stracksern. Now, we can import more coffee and bananas and 
tea. 

Mr. Kran. That is the ideal that you are talking about. 

Mr. Srrackrnrin. Now, there are other products that we can import 
without directly causing unemployment in this country. But there 
is a sector of our economy where increased imports will have a direct 
impact on our own domestic produce rs. And that is where I say we 
should exercise caution. We have reduced our duties. We reduced 
them at a time when we cannot even tell the effects of these reduc- 
tions. Now, before we go on in that same direction, we had better first 
find out how far we have already gone and how far we have already 
exposed ourselves. It may be that we will find that we have already 
gone too far, as in some instances we have, in my estimation. 

Mr. Kean. What you say about exercising caution and what you 
have just said in all of your last paragraph, except maybe the last 
sentence, I agree with thoroughly. We must exercise caution. We 
cannot put these businesses which are employing a great many people, 
in which capital has been invested, which have been protected by the 
tariff, out of business; and we shouldn’t. 

Mr. Srrackerin. May I add just this one further thing? The 
extension of this bill in its present form might mean further trade 
agreements in the next year. I don’t know just what is contemplated. 
But what we are concerned about is that the present escape clause, 
particularly as it has been administered, has not given us the type 
of remedy that we have got to have in order to preserve our position. 
If it does turn out, when we go into a buyer’s market, that our tariffs 
have been cut too deeply on a wide front, we can be overwhelmed. 

Now, by saying “overwhelmed,” I don’t mean that necessarily a 
great flood of imports will come in. But when even a small per- 
centage strikes a highly sensitive market, it can start a deflationary 
force that will be exceedingly difficult to stop. That is what we 
are talking about, and that is the burden of my statement here. 

Mr. Coorer. Mr. Chairman, at the close of the statement of the 
witness now before the committee, I ask unanimous consent to include 
in the record certain data and material which I handed the clerk. 

The CuarrmMan. Without objection, it will be so included. 











TRADE AGREEMENTS EXTENSION ACT OF 1953 43 


(The material referred to is as follows :) 
[Reprint from Foreign Commerce Weekly, June 30, 1952] 
WHat Export MARKETS MEAN TO UNITED STATES PRODUCERS 


Prepared in the Department of Commerce, by International Economic Analysis 
Division, OIT 


The following tables are intended to answer some of the questions often raised 
as to the importance of export markets to the United States. Exports of recent 
years include, beside commercial goods, foodstuffs and other supplies sent to 
civilian populations through the United States armed forces stationed abroad, 
shipments under the ECA and Mutual Defense Assistance Programs and other 
aid and relief shipments whether financed by Government or by private agencies 
Shipments to our armed forces abroad for their own use are excluded from 
export statistics 

Table 8 covers most leading commodities of the export trade although such 
important exports as textile manufactures, industrial machinery, and agricul 
tural products are not shown as a group. Since selection of items is necessarily 
influenced by availability of comparable production data, principal individual 
items rather than broad groups are shown. Items of lesser importance in total 
export trade which represent a relatively large part of production are also in 
the table. 

For certain agricultural commodities (as noted) export figures include esti 
mates of the more important processed forms. For other crude and semimanu 
factured goods, no attempt has been made to include their equivalent sent out 
as finished products. For some commodities, such as iron and steel, the indirect 
exports in the form of manufactures of machinery, vehicles, containers, etc., 
may be as important as the direct exports. Or, to take another example, cotton 
exported in the form of textile fabrics and other manufactured articles, if 
included with raw cotton exports, would raise considerably the ratio of exports 
to cotton production, 

The commodities shown in Table 3 represented approximately 60 percent of 
total exports in 1951. 


TABLE 1.—United States production of movable goods and the proportion 
erported, 1987, 1939, and 1947-51 


[Value nillio fd 
lei | 
Agricul . United Exports as 
. | Manufac reight re r bs : : 
Year | tural prod-| Manufe- | Mining s | Freight | otal States | percent of 
} ucts | i merchan- | total 
dise | 
— . aan 
1937 10, 213 25, 174 | 4, 300 43, 487 3, 299 7.4 
1939 9, 043 24, 487 4, 200 41, 538 3, 123 7 
1947 32, 850 74. 42¢ 9, 200 126, ORE 1 1K 12.0 
1948 33, 154 82, 000 10, 800 138, 227 12. 532 1 
1949 30, 522 75. 400 10, 000 126, 502 11, 93 1.4 
1950 31,117 RY, 700 11, 600 144, 254 10, 143 7.0 
951 35, 529 104, 700 12, 900 166, 399 14. 868 8.9 
1g , 





1 Cash receipts from crops and livestock and products, and value of home consumption as reported by 


Department of Agriculture 
2 Valne added by manufacture; data as reported by the Bureau of the Census in 1937, 1939, and 1947; est 
mates for other periods. 


3 Value of crude or prepared minerals at the mine, well, or plant; Census data for 1939, and data of the 


Bureau of Mines (new basis) for other periods. (The 1951 figure is estimated 

4 Estimate of cost of moving goods from place of production to points of distribution and exports; base« 
on freight revenue of steam railroads, of intercity motor carriers of property, and of pipelines as reported by 
the Interstate Commerce Commission. 

§ Total of items shown representing a rough estimate of the value of production of movable goods at poi! 
of distribution or export. Figures are not adjutsed for price changes 
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TaBLe 2.—United States merchandise exports and imports and export surplus in 
relation to gross national product, 1937-39 and 1947-51 


{Value in millions of dollars] 


Exports as Imports as | 
national | Exports? | percent of | Imports? | percent of 
duct! | GNP GNP 


Excess Export 
of exports | surplus as 

over percent of 
imports GNP 


i 
} 
j 


270 
, 070 | 
938 

9, 877 
. 542 


1937_- 90, 213 3, 451 3 3, 181 
1938 IRB 3, 243 3 2, 173 
1939___. 3, 317 3 2,019 | 
1947 : 133 15, 977 6 6, 100 
1948___. 2 5 13, 316 5. : 7, 824 
1919 57, 34 2, 337 7, 068 
1950 R2 658 é 9, 315 
1951. 327 5, 424 , 11, 663 


COAWAN 


5, 269 
, 313 | 
3, 761 | 


Nenmnwnw 


on 


wow 


1 Department of Commerce estimates. 
2 Merchandise trade as recorded by the Bureau of the Census with adjustments for other merchandise 
transactions included in balance of payments estimates. 
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Exports as Export ‘ 
1 percentage 4 per ug 
of pr 1] f r 
I u 
tlio 
1950 1951 yay 1951 
Lard >. I 1 plu fres} 1 
! llow re ible ] Oi ’ 
Dry whole milk { P uts 4 
Drv nonfat milk 17.2 P ut oil ; 
Barley l S 
Grain sorghun 1 < } | - 
Ric a 6.1 | ‘ 4 
W heat 5. 5 I t : 
Beans, dried ripe 17.7 Hoy 17 
Peas, dried ripe ? Le tobacc 
Dried and evaporated fruit 0.6 


Some agricultural conmodities (in which exports as a percentage of production 
erceed 10 percent ) 





Exports as a | 
percentage 
of produc 
tion 
1950 1951 ( l 
Canned sardines, including pilchard ewing machines and parts 
and herring 41:2 lypewriter t 
rurpentine 8.8 Printing machine ind equipme 
Rosin 1. § Agricultural mac er except 
Lubricatir ] 7.0 t 
Paraffin wax 25.8 lr 
Petroleum coke 23.3 r i coacl 
Sulfur 25.7 ( i r 
linplate and terneplate 13.8 ck 
Primary batterie 10.0 n 
Refrigerator 13. ¢ ) 
Loc 1otive 0.7 ‘ 
Diesel engines, except truck and bus 2. ¢ c acetate pl ( t l 
Industrial pumps 10.4 \ 
Machine tools 21.9 11.0 rock 7 
Graders 29. 8 fate a 
Oilfield machinery, tools, and equip l 
ment 16.3 Anthracite 14.4 
rextile machinery 23. 7 Bitu ! 


Some nonagricultural commodities (in which dollar sales are significant, 
although exports as percentage of roduction are below 10 percent) 


Ext t 
Millions M 
Automobile tires and tubes $75 Advanced manufactures of iron and 
Cigarette teel $2 
( otton cloth and duck 250 Radios and radio-receiving tubes 
Broad-woven fabrics and synthetic Office eq 
textiles 100 M otortrucks 
Lumber 00 Tract 
Iron and steel-mill products 60 


Mr. Mason. Mr. Chairman, the witness will be back for further 
questioning ? 

The Cuatrman. Yes. I am going to adjourn now until 1 o'clock, 

Can you be back here, Mr. Strackbein 

Mr. Srrackegrn. Yes; I can. 
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The Cuamman. The committee stands adjourned until 1 o’clock. 
(Whereupon, at 11:55 a. m., the hearing was recessed until 1 p. m. 
this same day.) 


AFTERNOON SESSION 


(The hearing was resumed at 1 p. m.) 

The Cuamman. Is Mr. E. V. Gumpert, Harley-Davidson Motor 
Co., of Milwaukee, here? 

We are very glad to see you. Will you just state for the record 
your full name and the capacity in which you appear ‘ 


STATEMENT OF E. V. GUMPERT, HARLEY-DAVIDSON MOTOR CO., 
MILWAUKEE, WIS. 


Mr. Gumrerr. E. V. Gumpert, Harley-Davidson Motor Co., of Mil- 
waukee, manufacturers of motorcycles. 

We have submitted a written statement, and the information I am 
going to give you now is in addition to that written statement. 

First of all, I would like to say that our favoring the Simpson bill 
does not necessarily mean that we object to increased imports. As 
a matter of fact, we favor increased general imports, so long as the 
imports do not seriously injure American industry and labor. That 
also applies to increased imports of automobiles. 

Iwillreadthis. It will go faster. 

We are submitting a written statement giving our reasons for sup- 
porting the Simpson bill, H. R. 4294. In my oral testimony, I wish 
to give you additional facts showing how so-called reciprocity has hurt 
our motorcycle business and has driven us to the point where our 
home market is just about the only market we have left and is, con- 
sequently, of vital importance to us. 

kor some years, back in the 1920's, up to 40 percent of our annual 
production of motorcycles was exported. Many of these motorcycles 
were shipped to countries in the British Empire, like Australia, New 
Zealand, South Africa, India, Malaya, et cetera. We also enjoyed 
a very fine business in South America. Exports to countries south 
of the Equator were very important to us because, as you know, coun- 
tries of the Equator have summer when we have winter, and exports 
to those countries gave us winter production when our domestic sales 
were at a low point. This enabled us to fairly evenly balance our 
production over a 12-month period. 

Australia was a particularly important market to us. We shipped 
as high as 3,000 motorcycles a year to Australia alone, and now our 
total exports, for all the world, are about 1,000 motorcycles or less. 

Back in 1925 or 1926 the duty on American motorcycles into Aus- 
tralia was 30 percent and the duty on British motorcycles was 10 per- 
cent. The British, therefore, enjoyed a preferential of 20 percent, 
but that didn’t hurt our sales into Australia because Harley-Davidson 
motorcycles were admirably adapted to the riding conditions in Aus- 
tralia; they were used extensively for delivery purposes for which 
British motorcycles were not suited and we were fully capable of 
holding our own in spite of the 20-percent preferential. 

Then the Australian Government reduced the duty both on Ameri- 
can and British motorcycles by 10 percent, which made our duty 
20 percent and allowed British motorcycles to come in free. The 
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20-percent preferential was maintained and we continued our exports 
to Australia as before. 

Then the Australian Government really pulled a fast one. That 
was several years after the previously enaniveted change in duty was 
made. The Australian Government increased the duty on motorcycles 
by 50 percent, and when you increase 20 percent by 50 percent the 
result is 30 percent, but when you increase no duty by 50 percent you 
still have no duty; that was a case of high mathematics and, as ‘the 
result, British motorcycles continued to come into Australia duty-free, 
while our rate was 30 percent; in other words, the preferenti: al was 
30 percent instead of 20 percent, as before. Our sales to Australia 
immediately declined; then the depression came along and our Aus- 
tralian market, which had given us such fine winter business, was prac- 
tically destroyed. We were still able to ship some motorcycles to 
Australia, but very few. 

Then the war came along; from early 1942 until the end of 1945 
we made no civilian motorcycles because our entire production was 
taken over by the United States and Allied armies. During that 
period, we made in the neighborhood of 90,000 military motorcycles 
and sufficient spare parts to make an additional 30,000 machines. In 
reality, our production amounted to 120,000 military motorcycles. We 
wish to emphasize the word “military” because, at the present time, 
we are the only American manufacturer of conventional motorcycles 
in continuous production. If excessive imports put us out of the 
motorcycle business, there will be no American motorcycle manufac- 
turer left making motore ycles of the type that would be used for mili- 
tary purposes. ‘That is an angle to be considered. 

After the war, Australia barred the importation of American motor- 
cycles. We were allowed to ship 1 lot of 25 motorcycles and, I believe, 
2 smaller lots for police use for which import licenses were granted, 
but since that time we have not been allowed to ship 1 single motor- 
cy Je to our dealers in Australia for resale to the Australian public or 

n to the Australian police departments. We are shut out of that 
hastonl 100 percent. 

t jQuite a few of the 90,000 motorcycles that we made for the Allied 

yrmies during the war were taken to Australia, and after the war were 
Aold to civilian owners from w ar-surplus stocks. From time to time 
our Australian dealers are given import permits allowing importation 
of the absolute minimum requirements of spare parts to take care of 
these war machines. This business is negligible, possibly amounts to 
$5,000 or $6,000 in a year 

Now, let’s see what happened to the duty on motorcycles into Aus- 
tralia. We are barred from doing business in Australia by the re- 
fusal of the Australian Government to issue import permits, conse- 
quently the rate of duty on our motorcycles into that country really 
cut no figure. We will, however, give you an example of the true 
reciprocity that has been fed to the American people. 

There was a meeting in Geneva, Switzerland, I believe in 1947, 
which was attended by rg esomge al of all countries that were look- 
ing for tariff concessions from the United States. Theoretically, the 
United States was also supposed to receive tariff concessions in return 
for those given by this country. The concessions that we received 
were supposed to be actual and not theoretic. The good people in this 
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country were led to believe that a true spirit of reciprocity would pre- 

ail, that it would be a case of give-and-take. There was a lot of give- 
and take, but it wasn’t reciprocal. We did the giving and the others 
did the taking. That’s what happened so far as the duty on motor- 
cycles into Australia is concerned. In a true spirit of reciprocity, 
Australia removed the duty on motorcycles into Australia both on 
British and American motorcycles. British motorcycles were already 
being admitted free of duty, so we were put on a parity with the 
British motorcycles, except that since that time, Australia hasn’t issued 
one single import permit covering American motorcycles. It was a 
noble gesture, a fine example of reciprocity. 

Harley-Davidson motorcycles still enjoy tremendous popularity in 
Australia, our motorcycles are still better ad: ipted to riding ¢ ‘onditions 
there, than any other motorcycles made. That is why Harley-David 
son owners in Australia are holding on to their Harley-Davidson 
motorcycles, even though they are 10, 15, and even 25 years old. These 
motorcycles are still going strong, and we ese 8 receive letters 
from Australian Harley-Davidson owners, telling us that they are 
waiting for the day until brand new Harley- Davidson motorcycles can 
again be brought into their country. We are afraid that they will 
have to be very patient, because it is contrary to British interests to 
allow American motorcycles to be brought into Australia. On the 
other hand, as you know, it is very much to the interest of the British 
to ship as many of their motorcycles into the United States as they can. 

I would like to add one point here, and that is that back in December 
1951, we had some correspondence with a Harley-Davidson owner by 
the name of G. Brown in Brunswick, Victoria, Australia. He told us 
that he had an old Harley-Davidson motorcycle; he needed a new one, 
and he wanted a Harley-Davidson or nothing. He knew he wouldn’t 
be allowed to import it; so he had a grand plan of coming to the 
United States, working on the west coast for as many months as would 
be required to save the price of a Harley-Davidson motorcycle, and 
then taking it back to Australia. We were afraid that he might be 
disappointed ; so we told him, first of all, he had better find out from 
his Government whether he would be allowed to bring it in. And 
I have here the original letter from the Department of Trade and 
Customs, dated Februar y 2, 1952, signed by M. Ryan, administrative 
officer, and I would like to read it. He says 

I refer to your letter of January 15 concerning a proposal to purchase a Har- 
ley-Davidson motorcycle in the United States of America with dollars earned 
while working there. 

Dollars earned by Australians resident temporarily in U. S. A. come within 
the scope of the banking (foreign exchange) regulations and may not be spent 
withont the consent of the exchange control authorities. Such approval would 
be given for normal living expenses but not for a motorcycle unless this depart- 
ment would be willing to issue a license involving dollar payment. Australia’s 
requirements of motorcycles are obtained from sterling sources. 

Under these circumstances the issue of a license to enable the importation of 
a motorcycle from U. 8. A. would not be considered. 

After World War IT, we were’nt allowed to ship a single Harley- 
Davidson Set to New Zealand, to India, to Malaya, and self- 
evidently, to Great Britain. We were completely barred from the 
British Empire with the exception of Canada, and as a result, the 
major part of our export business has been destroyed. 
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After the war, we did a fair amount of business in South Africa, 
we are still allowed to send an occasional shipment of spare parts, 
but imports of American motorcycles have been barred for approxi- 
mately 2 years. The market is closed completely. 

Now, let’s have another picture of the meaning of the word “recip- 
rocity.” Let’s see what England does about allowing the importa- 
tion of American motorcycles in return for the thousands and thou 
sands of English motorcycles that are shipped to the United States. 

Before World War I, American motorcycles could be brought into 
England duty free. In 1915, we established a branch in London, the 
Harley-Davidson Motor Co., Ltd., through which we hoped to extend 
our exports to all corners of the world. We had been told that Eng 
land was the hub of the motorcycle industry and that the only way 
we could develop our exports was through an English branch. This 
English branch cost us a lot of money, until we sold it in 1919. But 
let’s go back to the duty. 

There was no duty on motore ye les into England, but either right 
after the end of World War I or just before the so-called McKenna 
duties were put into effect, applying on automobiles, motorcycles, 
musical instruments, and some other commodity which I do not re 
collect. The duty was set at 3314 percent ad valorem. During World 
War I, we sold 1,500 Harley-Davidson motorcycles to the Russian 
Government from a stock in England with a proviso that we were to 
be allowed to ship 1,500 motorcycles to England after the war, duty 
free, to replace this stock. Asa side light, it may interest you to know 
that German submarines accounted for about 700 of these motorcycles 
that were intended for Russia and the Germans captured the other 
800, so the Russians got none and the Germans got 800 Harley-Da- 
vidson motorcycles, brand new, in World War I. 

After the war, we shipped these 1,500 motorcycles, then for a few 
years we were able to ship some additional quantities, all small, and 
before very long our market in England petered out completely be 
cause the 3314 percent duty made it utterly impossible for us to com 
pete with the British motore ycle home industry. Since the end of 
World War IT, we are completely barred from the British motorcycle 
market. Not one single import permit for a Harley-Davidson motor- 
cycle has been granted. 

We might give you an interesting story. Our branch in London, 
the Harley-Davidson Motor Co., Ltd., was sold in 1919 to Sir Duncan 
Watson, the previous managing director. Sir Duncan Watson has 
been at the fac tory; many of the peop! le connected with our company 
have visited London, and a very close friends ship grew up between Sir 
Duncan and Mr. Arthur Davidson, one of the founders of our com 
pany. They were very close, personal friends. 

In ors we brought out a small single-cylinder Harley-Davidson 
motorcycle, smaller than anything we had ever produced before. As 
a sethalie of friendship, Mr. Arthur Davidson offered one of these new 
motorcycles to Sir Duncan Watson as a present. There was to be 
absolutely no payment; no dollars were involved. It was an outright 
gift to Sir Duncan Watson from his friend, Mr. Arthur Davidson. 
Sir Duncan applied to the British Government for an import permit. 
He explained the circumstances; showed that no dollar payment was 
involved, and his application was turned down because it was contrary 
to the policy of the British Government to allow the importation of 
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even one American motorcycle. After that, it has been very difficult 
for us to believe that the shortage of dollars was the only reason or 
even the controlling reason for barring American motorcycles from 
the British market. The British have apparently found that refusal 
to issue import permits is an excellent means of effectively stifling 
undesirable competition. Thousands and thousands of our wartime 
motorcycies: were ti _ nto England by the Canadian and the American 
Armies, and after the war they were left there and sold to civilian 
riders from war ae stock. Tremendous quantities of genuine 
Harley-Davidson spare parts were also left in England. These war 
machines have proven marvelously popul: iv in England. 

We receive letters aln nost every day from satisfied owners telling 
us that their motorcycles have been in use for 8 or 10 years 5 have 
piled up big mileages, and are still going strong. Naturally, motor- 
cycles need replacement parts, and the big war stocks of parts in 
England soon were out of balance. The rapidly moving parts were 
gone and the slow-moving parts were left. In our case, aria the 
Tariff Commission, we claimed that British motorcycle owners of 
Harley-Davidson war machines were not permitted to import parts 
from the factory when they were unable to obtain these parts from 
stocks in England. We were blandly told by representatives of the 
British motorcycle industry that our statement was not true and that 
any Harley-Davidson owner in England would be given permission 
to import parts to keep his motorcycle in operation, provided he had 
first made an effort to obtain these parts in England. That sounds fine. 
The war has been over almost 8 years, and so far we have not received 
one single order from a British owner of a Harley-Davidson motor- 
cycle to cover parts that he couldn’t get in England. Theoretically, 
he is supposed to be allowed to buy the parts when he can’t find them 
in England, but actually no permits are forthcoming. We have had 
letters from riders of our motorcycles in England, telling us that 
they have been obliged to have parts made because they could not get 
the genuine parts from us. 

Now, let’s look at another angle of British reciprocity. Prior to 
1930, the duty on motorcycles into the United States was about 25 per- 
cent and the duty into England was 3314 percent. However, we had 
a countervailing provision in our tariff whereby we charged as much 
duty on motorcycles brought into this country as England charged on 
American motorcycles shipped there. Consequently, the duty into 
this country on British motorcycles was 3314 percent. 

When the Smoot-Hawley Tariff Act was under consideration in 
1930, our President appeared before the congressional committee and 
recommended that duty on motorcycles into the United States be de- 
creased to 10 percent; this was done as a gesture to encourage other 
countries to reduce their duty and in this way increase the overall 
export business of motorcycle manufacturers everywhere. Fortunate- 
ly, the countervailing provision was retained in the Smoot-Hawley 
Act. No other country mace a move to reduce the duty on motorcycles. 
England kept the rate of 3314 percent. In 1934, the first Trade Agree- 
ments Act was passed and President Roosevelt claimed that other 
countries didn’t like our countervailing provisions and consequently 
these countervailing provisions were omitted from the Trade Agree- 
ments Act. The duty on motorcycles into the United States then be- 
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eame 10 percent. Anyone can readily understand why other countries 
didn’t like our countervailing ee They gave us a chance to 
charge as much as they charged us, and for many years back ae 
European countries have felt that we owed them preferential tre: 
ment while they gave nothing in return 

In our written statements we have shown that the 10 perce nt rate 
of duty into the United States did not immediately increase imports. 
In those days nobody a European motorcycles. E verybody 
this country wanted an American motorcycle, and the British aaah 
cycles couldn’t be sol 1 The United States Government then made 
a so-called reciprocal trade agreement with England whereby the duty 
into the United States on motorcycles was bound at 10 percent, but 
nothing whatsoever was done about the : 4 percent on motore ycles 
into England. Even the binding of the rate didn’t make any differ- 
ence until after the war when the demand for motorcycles in this 
country far exceeded our ability to supply and European motorcycles 
vained 2a foothold in the American market because American riders 
bought European motorcycles when there weren’t enough American 
motorcycles to go around. 

The British motorcycle industry has an organization known as 
the British Cycle and Motore ycle Manufacturers and Traders Union, 
Ltd., of which Maj. H. R. W atling was the director. Just before one 
of these big international meetings at which the United States Gov- 
ernment was supposed to give away a lot of tariff concessions, I be- 
lieve it was before the Geneva meeting in 1947, Major Watling wrote 
us and asked us what our reaction would be to a suggestion by the 
British Motorcycle Manufacturers to the British Government to re- 
duce the duty into Great Britain to 10 percent. At first glance, that 
looked like a magnanimous gesture on the part of the British motor- 
cycle manufacturers, and we wrote Major Watling-and told him 
that we were heartily in favor of this reduction if the British Gov- 
ernment would, at the same time, bind itself to issue import permits 
covering American motorcycles into Great Britain. We also told 
Major Watling that the mere reduction in duty was an idle gesture 
and apparently was intended to lull us to sleep so that we would raise 
no objection to the continuance of the 10-percent duty into the United 
States. The difference was that the British were able to ship motor- 
cycles into the United States on the 10-percent rate of duty while 
without import permits the 10-percent rate of duty into Great Britain 
would be absolutely valueless to American manufacturers. What ac- 
tually happened was that the duty into England was reduced to 2214 
percent; and, as we had surmised, that also was a very hollow gesture, 
a very poor example of reciprocity, because since that time no import 
permits into England have been granted. England might just as well 
remove the duty on motorcycles and agree to give us a 10-pound note 
every time we shipped a motorcycle into the country and they would be 
perfectly safe so long as they didn’t issue import permits. We always 
were under the impression that reciprocity was a two-way line, but 
apparently that isn’t the case. England talks about tr: ade being a 
two-way lane, but apparently that doesn’t cover reciprocity. 

In addition to losing our export market in the British Empire, 
we are practically excluded from all countries in the sterling bloc be- 
cause the dollars created by the sterling bloc are controlled by England, 
and England doesn’t spend dollars for American motorcycles. 
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Many countries outside the sterling bloc are short of dollars, which 
makes our export sales very diflicult. 

In our written statement to this committee, we have explained how 
low-wage rates, the low standard of living, and the use of devaluated 
currencies has made it possible for European motorcycle manufac- 
turers to undersell us in our home market by 25 to 30 percent on 
comparable models. This is possible even after the payment of 10- 
percent duty on the imported motorcycle. It is, therefore, self-evident 
that if European motorcycle manufacturers can undersell us by 25 
percent or 30 percent in Columbus, Ohio, let us say, even after paying 
duty, they are equally able to undersell us pricewise in practically 
every overseas market in the world. We, therefore, are in the unfortu- 
nate position of being barred from the British Empire, practically 
barred from the countries in the sterling bloc and running into very 
keen price competition in all the other countries of the ‘world. Is 
it any wonder that we are keenly interested in protecting our home 
market, the only market we have left? 

We might also give you another interesting piece of information 
about price competition. We sell our motorcycles for less than they 
cost us, and we sell directly to the retail dealers in this country and 

ve them a discount of 25 percent off the retail or list prices. That 
is the only discount that is included in our prices, and still we lose 
money due to high manufacturing costs. The British motorcycle 
manufacturers ship to distributors in the United States, and we under- 
stand that these distributors are given a wide margin of profit rang- 
ing from 17 to 20 percent. First of all, we understand that the British 
motorcycle manufacturers make money when they sell motorcycles. 
Then the distributors are given 20 percent in round figures, and then 
the distributors give their retail dealers 25 percent. Here, on the one 
hand, we lose money when we give our dealers a 25-percent discount. 
The British manufacturers make money; give their distributors 
roughly 20 percent and give their dealers 25 percent, and still pay 10- 
percent duty; and, after that, they undersell us by 25 to 30 percent. 
That is due to the fact that the British manufacturers pay about 58 
cents an hour in wages, and they pay less to women and youths. Their 
workweek is about 45 hours. They use water tr: ansport: ition to this 
country, which is low. They only pay 10 percent duty. They use a cur- 
rency that has been devaluated by 3014 percent. On the other hand, 
we pay our men in the neighborhood of $2.18 an hour with fringe 
benefits; pay high prices for our materials, which are based on the 
high wage scales of our sources of supply; and, on top of all of it, we 
lose money. 

I should like to add one thought: The best way—or, at least, one 
of the best ways—to reduce costs in order to meet price competition 
is to constantly buy new and improved manufacturing equipment. 
Machine tools are constantly being improved to reduce costs. Due 
to the fact that we are operating without profit, we cannot afford to 
constantly buy new equipment, and it will be a matter of only a short 
time when our equipment will begin to become obsolete, our costs will 
be high, and we will be less able even than now to meet European com- 
petition pricewise in our home market. While in the immediate post- 
war vears we spent in the neghborhood of $4 million for a new plant 
and equipment, our expenditures for equipment now are practically 
nothing. 
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Another way to stay in the market is to bring out new models. We 
have new models on our drawing board right now that we don’t dare 
to bring out on account of the high American manufacturing costs 
These motocycles would immediately cost us 25 to 30 percent more 
than comparable European makes, and we would merely be repeating 
our experience of the last 4 years since devaluation. We would have 
to sell new models at a loss to meet Kuropean price competition, just 
as we hav been obliged to sell our present models without profit. 

The old Trade Agreements Act has definitely, worked to our disad 
vantage. We favor the Simpson bill (HH. R. 4294) because, for the 
first time, it has provisions that will give adequate relief to American 
industries that have been hurt by excessive imports of their com 
modities. 

The CHainMan, Does that complete your statement ? 

Mr. Gumpert. Outside of the written statement that I have sub- 
mitted. 

The CHarMan. Very well. Would you like to insert your written 
statement in the record ? 

Mr. Gumrerr. Yes. 

(The statement referred to is as follows :) 


HARLEY-DAVIDSON Moror Co., 
Vilheaukee, Wis., April 21, 1952 
Subject : Simpson bill (H. R. 4204). 
Hon. DANIEL A. REED, 
Chairman, Ways and Means Committee, 
New House Office Building, 
Washington, D. C. 

Dear Str: We are 100 percent in favor of the Simpson bill (H. R. 4294), be- 
eause it is realistically designed to safeguard the American economy and only a 
strong American economy can maintain the equilibrium of the free world 

Recently there has been considerable propaganda—‘Trade, not aid’—to the 
effect that free trade will cure the ills of the world. In the case of certain big 
exporters and American manufacturers having overseas plants, this propaganda 
is based entirely on their own interests and in the case of theorists is based on 
utter lack of knowledge of the manufacturing problems of those American in- 
dustries which have been seriously hurt by excessive imports. In both instances 
the irreparable injury that will be done to hundreds of small-and medum-sized 
industries and to American labor is ruthlessly brushed aside as of no consequence. 

Small- and medium-sized industries represent an important sector of the Amer- 
ican economy It has been proven that many of these industries, due to the 
nature of their product and their volume, are particularly vulnerable to price 
competition from low wage-rate, Jow standard-of-living countries using devalu- 
ated currencies. This important sector of the American economy cannot be sacri- 
fied without seriously affecting the financial strength of this country and our 
ability to keep the rest of the free world strong 

Further reduction in tariffs leading finally to free trade would play into the 
hands of the Communists by cracking the American economy wide open. The 
Simpson bill is a realistic safeguard against this danger 


Harley-Davidson Motor Co.—s50 years old: Sole remaining manufacturer of con- 
ventional American motorcycles 

The Harley-Davidson Motor Co. is typical of medium-sized business in this 
country, and we are citing our case not because it represents our company but 
because it is an excellent example of how relatively small semi-mass-production 
industries in this country are being seriously harmed by excessive imports of 
their commodities. Our company produces only motorcycles. We started on a 
shoestring in 1903 and, through efficient management, good engineering, capable 
manufacturing skill, and sound sales policies, have been the undisputed leaders 
in our industry since shortly after the inception of this company. All other 
motoreycle manufacturers in this country have fallen by the wayside, mostly 
for financial reasons. We are now the only American manufacturer left in the 
continuous production of conventional motorcycles. 
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We mention our success in our line merely to stress the point that even efficient 
manufacturers in many fields in this country can no longer successfully meet 
foreign cost and price competition in their home market. 

Inability to meet competition pricewise from low wage-rate, low standard-of- 
living countries using devaluated currencies does not automatically brand a 
previously successful American manufacturer as ineflicient. Anyone claiming 
this does not know the facts or is just distorting the facts. 


Before devaluation: Harley-Davidson fully able to meet European price competi- 
tion despite European low wage ratcs 

Before World War II imports of European motorcycles were just about non- 
existent—2 percent of our production for domestic sale in 1937, 1.9 percent in 1938, 
and 3.1 percent in 1939. At that time we were in the tail end of the depression. 
American motorcycle production could more than fill the demand of the home 
market, and no one even thought of buying imported motorcycles. They were 
not wanted. 

From the end of 1941 to late 1945 we made no motorcycles for civilians. Our 
entire production was taken up with military orders for the American and 
Allied Armies. During that time we produced in the neighborhood of 90,000 
complete military motorcycles and enough spare parts to make an additional 
20,000 machines. We emphasize the fact that those were all military motor- 
cycles and that we are now the sole remaining manufacturer of conventional 
American motorcycles in continuous production. Other consumer goods were in 
similar short supply during the war years. Wages were high, savings mounted, 
and when the war ended everybody wanted to buy. 

The pentup demand for motorcycles was tremendous, far exceeding domestic 
production capacity. European motorcycles, especially British, began to sell in 
ever increasing volume even though the imported motorcycles were smaller, lower 
in horsepower, and generally higher in price than ours. There were more motor 
cycle buyers than there were Harley-Davidson motorcycles, and as a direct result 
of this shortage total imports of motorcycles in 1946 amounted to 77.7 percent of 
our production for domestic sale, and imports of British motorcycles were equiva- 
lent to 74.1 percent of this production. 

In 1947 total imports were 92.7 percent and imports of British motorcycles 71.8 
percent of our domestic production. The United States demand still exceeded our 
capacity. 

By 1948 our production was back in full swing. We had bought an entire new 
plant in 1947 at a cost of a million and a half dollars, and total motorcycle imports 
in 1948 dropped to 46.1 percent and British imports to 31.7 percent of our domestic 
production. 

It should be definitely borne in mind that during those years European motor- 
cycles comparable to ours in performance cost as much or more than our models 
but in those days price cut no figure. People bought what they could get and 
bought European motorcycles at higher prices when Harley-Davidsons were not 
available in sufficient quantities. 

On the basis of our price advantage and the definite preference of American 
buyers for American motorcycles, our total investment of approximately 34 
million during the immediate postwar years for our new plant and up-to-date 
machine tools and equipment was warranted. We were fully able to more than 
hold our own against the competition of foreign motorcycles as is evidenced by 
the fact that imports rapidly declined as our production facilities increased. 

In 1949 imports declined further. Total imports were only 22.9 percent and 
British imports only 18.9 percent of our production for domestic sale. In other 
words, we were giving our European competitors a run for their money and were 
coming out on top. Our motorcycles were right, our prices were right and our 
production facilities were fully capable of taking care of the demand. Our sales 
results were showing that our expenditure of approximately $4 million for addi- 
tional plant and equipment had been well merited. We were at the head of the 
parade so far as motorcycle sales in the American market were concerned. 


Devaluation of European currencies utterly destroys our competitive position 
pricewise: Automatically gives European manufacturers 30 percent price 
advantage in American market 

What happened? Like a clap of thunder, England and most of the European 

countries devaluated their currencies by 301% percent on September 18, 1949. 

British motorcycles which previously had sold at higher prices than ours imme- 

diately could be sold at prices 25 percent to 30 percent below our motorcycles of 
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eomparable performance. While previous to devaluation, our efficiency and our 
hold on the American market had enabled us to beat our European competition 
pricewise in spite of tremendous differences in wages and production costs, the 
devaluation was more than we could offset. Prices of European motorcycles 
have remained approximately 25 percent below ours up to this point. It has 
been utterly impossible for us to overcome this price competition with the result 
that our overall profit has steadily shrunk to the point where we are now just 
barely breaking even and may even find that we are actually operating at a loss. 

By 1950, when the full impact of the devaluation had become effective, total 
imports bounced back up to 59.1 percent and British imports to 48.1 percent of 
our production. Putting it in another way, British imports increased from 1949 
to 1950 by just about the same amount as our production decreased in the same 
period. We have been unable to overcome the devaluation. 

In the 1951 calendar year, total imports were 9,750 motorcycles, 79.3 percent 
of our domestic production while imports of British motorcycles were 8,604, 69.) 
percent of our production. 

In 1952 total imports were 15,692 compared to our domestic production of 
12,299 or 116.9 percent. British imports were 7,174, 53.4 percent of our domestic 
production. 

In order to more clearly show how imports decreased prior to devaluation when 
we were able to meet European competition pricewise and how imports immedi- 
ately increased after devaluation when we could no longer compete pricewise, 
we are reproducing the figures given above in chart form. 


Percentage Percentage 
total British 
, motorcycle motoreycle 
Year imports to our|imports to our 
domestic domestic 


production production 


Before devaluation 


1946 77.7 74,1 
1947 . 92.7 71.8 
1948 46.1 | 31.7 
1949 22.9 18.9 
After devaluation 
1950... ia ‘. 5 59.1 48. 1 
1951 - 5 79.3 69.9 
1952 i = . 116.9 53.4 


About 15 months ago we brought out a new model, known as the Harley-David- 
son K, incorporating the best features of foreign-type motorcycles and also in- 
cluding additional improvements in keeping with the desires of American motor- 
cycle riders. This new model is equal in performance to the best of the popular 
European makes. It was hoped that the addition of this model would increase 
our production and put it on a profitable basis. Our high labor and production 
costs conypared to low European wages, the 3014-percent devaluation and a mere 
10 percent in duty mean that this model sells at about $150 more than the high- 
est priced imported motorcycles of comparable performance and even then we 
take a substantial loss every time we sell a K model. 

Since the end of World War II it has been our policy to price our motorcycles 
as low as possible, actually below cost, and to rely on the sales of accessories, 
spare parts, oil, tools, ete., for our overall profit. We have had a motorcycle 
profit in only 1 year, 1948. 

Imports of European motorcycles have not hurt us to the point where they 
have taken away all our motorcycle sales but due to their lower prices they 
have taken away the profitable top layer of sales. As our motorcycle sales de- 
crease, sales of accessories, parts, oil, etc., have dropped off and they repre- 
sented the profitaMe portion of our business. Now the prefit on accessories, 
parts, oil, etc., is no longer sufficient to offset our losses on motorcycle sales and 
that is why we are now running along on a barely breakeven basis. 

With the present setup, price competition, low rate of duty, the present Trade 
Agreements Act, the present policies of the Tariff Commission and our own high 
production costs, there is not a chance in the world of our situation improving. 
No manufacturing concern can continue to operate without an adequate profit. 
The situation must change if we are to remain in the motorcycle business or even 
in business. The Simpson bill gives the relief to which we and many other 
American manufacturers are entitled. 
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As our sales increase or decrease, so does our employment. In 1946 we had 
1,872 shop employees. This changed to 2,060 in 1947, 2,458 in 1948 (our peak), 
2,002 in 1949, 1,702 in 1950, and 1,532 in 1951. In 1952 the figure was 1,389. These 
figures show that each year as our sales dropped, our employment went down. It 
might be well to add that in the 1952 calendar year approximately 10 percent of 
our production was on subcontracts other than motorcycles and the employees 
used in producing on these subcontracts are included in the total given. We 
are reproducing these figures in chart form. 





Number of 


shop 
Year: employees 
1946 ‘ fehacinlbecih asp hncialinsailaciiaeetcctatesilbah stat ha danctimaguilebied 1, 872 
aga is a i OS RO NN a a, nee ‘J bdencetsdienas “te Sa 
1948 ; sll ansaid . 2, 458 
1949 Pa ees are Gardeaphtasies chilli Meine iclitrateiab cuit lieeaclsas alaciieeh, aaa 
1950 (after devaluation) = i i ail accaahcead ibd ot iy 
1951 , , sities Aidan abbas 1, 5382 
1952 x - dl Fb uca pl adewadtdaniaited 1,389 


Before going into our analysis of the Simpson bill we feel obliged to spike one 
of the suggestions that has often been made as to how American manufacturers 
who have been hurt by excessive imports should take care of themselves. We are 
blandly told to convert but no one has as yet said to what we are to convert. 
After the suggestion is made, the suggester immediately washes his hands of 
the matter. No one knows to what the manufacturers are to convert but it is a 
very nice suggestion anyhow. It says nothing. Naturally, we are actively look- 
ing into diversification and have already found that practically every line of 
industry within our scope in this country is well filled. Converting a factory 
is not like changing a shirt. If we are pushed out of the motorcycle business 
for the common good to make room for motorcycle imports from England, do you 
believe that the power-mower manufacturers or industrial engine manufacturers 
in this country out of the kindness of their heart and for the common good would 
give us part of their business? Apparently we are expected to cooperate in 
turning our business over to foreign competitors but will find no American manu- 
facturer willing to cooperate with another American industry in sharing his 
business with us. 

If we went into the production of entirely new commodities, what assurance 
would we have that they would click and that we would not go broke in the 
process? Efficient American manufacturers who have been making their com- 
modities for possibly 50 years like ourselves, are urged to convert or to move 
over to give their markets to their European competitors. The American manu- 
facturers developed the markets and now have them—the European manufac- 
turerers want them. Isn’t it preposterous that the American manufacturers 
should convert? Isn’t it much more plausible that the European manufacturers 
who want a market in this country should do the converting? Can you imagine 
a British manufacturer converting his plant to allow an American competitor 
to take over his home market? That would be reciprocity but unfortunately it 
does not exist. 

The suggestion is also made that labor now employed in American plants that 
are put out of business by excessive imports would rapidly be absorbed in other 
industries or should be retrained. As workmen become older their most valuable 
asset is their job seniority. We have men who have been in our employ for 40 
years and more. They are valuable to us but too old to interest new employers. 
Furthermore, they would lose their seniority. The suggestion has also been made 
that unemployed men be shifted from town to town. That is regimentation, 
hardly an example of free American enterprise. All this is to be done to allow 
European manufacturers to take over our home market. 

Appeal to Tariff Commission for relief from excessive imports rejected by narrow 
split decision 

In May 1951 we filed an application with the United States Tariff Commission 
for relief under the escape clause. The Tariff Commission decided that our 
application warranted a public hearing and this was held in September 1951. 
In June 1952 the Tariff Commission decided by a vote of 4 to 2 (3 Democrats and 
1 Republican against 2 Republicans) that we had not been seriously injured by 
excessive imports and consequently were not entitled to relief. 

Strange as it may seem, the Republican Commissioner, Dr. Durand, who had 
voted against us, was quoted in the October 20, 1952, issue of Advertising Age as 





TRADE AGREEMENTS EXTENSION ACT OF 1953 63 


saying: “In some countries mass production puts an industry ahead of competi- 
tive American industry. Bicycle and motorcycle makers in England have this 
advantage over United States bicycle and motorcycle makers.” And still the 
gentleman voted against us. It is hard to believe but is a fact. 


Winority decision of Tariff Commission completely substantiated by later develop- 
ments 

The opinion of the two Commissioners who voted in our favor highlighted 
interesting points. For instance, their decision said: 

“In 1949 production declined at the same ratio as did domestic consumption 
(production less exports plus imports). In 1950, however (after devaluation 
our addition), domestic consumption increased while domestic production re- 
mained at the same level and in 1951 when consumption in this country declined 
by 18 percent, domestic production declined even more—by 23 percent. Conse- 
quently, the share of the domestic market supplied by American motorcycles de- 
clined from almost 80 percent in 1949 (before devaluation) to less than 70 percent 
in 1950 (after devaluation) and to 62 percent in 1951. 

“* * * Employment by domestic producers of motorcycles has followed the 
trends in production, the average number of production workers employed by the 
industry in 1951 amounting to only about one-half of the average number em- 
pioyed in the postwar peak-production year of 1948. The decline in domestic 
motorcycle production can be directly attributed to the increase in imports which, 
since 1949 (after devaluation), have supplied an increasing proportion of the 
domestic market; in 1951 almost 40 percent of all motorcycles sold in this market 
were imported models. As a ratio to domestic production, motorcycle imports 
were 23 percent in 1949, 41 percent in 1950, and 52 percent in 1951. The sub- 
stantial advance in sales of imported machines is due in large part to the reduc- 
tion in the dollar prices of imported motorcycles made possible by the devalua- 
tion of many foreign currencies, especially the pound sterling, in September 1949. 

“* * * Tn the last quarter of 1949 (at the time of the devaluation) the average 
dollar invoice values of most leading imported British motorcycles dropped by 
30 percent, remained at about that level throughout 1950 and the three quarters 
of 1951, and increased about 10 percent in the last quarter of 1951, at which level 
they were still about 20 percent below the corresponding values of the third 
quarter of 1949. 

“On the other hand, between 1949 and the end of 1951 the prices of Harley- 
Davidson motorcycles advanced by about 20 percent. Further increases of from 
4 to 8 percent were made effective on February 1, 1952, and an additional increase 
of about 5 percent was made effective May 15, 1952. On the basis of delivered 
list prices in New York and Los Angeles * * * the purchasers paying from 14 to 
83 pereent more for the Harley-Davidson than for the popular British machines. 
Such domestic price increases during the period when prices of imported machines 
declined resulted from increased material, labor, and other costs to the domestic 
producers. 

“* * * Due to the severe price competition from imported machines, Harley- 
Davidson, the dominant domestic producer, could not advance prices sufficiently 
to keep pace with rising costs. Consequently, the profits of this company (before 
taxes) which averaged about 9 percent during the 3 years 1946-48 (and were 
appreciably higher during the 3 years 1937-39), had declined to between 4.5 and 
5.6 percent of sales during the 3-year period 1949-51. As a percent of sales, profits 
in the past 3 years in this industry have been substantially lower than reported 
profits in those industries in the United States devoted to production of general 
machinery, automobiles and trucks, and automobile parts. 

“* * * Since 1948 such sales (motorcycle parts and accessories) for the domi- 
nant company have been virtually the only source of profits. Losses have been 
sustained on sales of motorcycles as distinguished from parts and accessories 
in all years since 1948. Thus, only by virtue of profits from the sales of parts 
and accessories has this company been able to show any profit on its overall 
operations since 1948. Such profits in 1951, after taxes, on the entire operation, 
including parts and accessories, had declined to a figure of about 2 percent. 

“* * * In view of the substantial differences between the prices at which the 
most popular of the imported motorcycles were being sold during recent years 
and the selling prices of the domestic motorcycles with which such imports com- 
pete, there seems little likelihood that the domestic industry under prevailing 
conditions will be in a position to prevent continued loss of markets, curtailed 
production, and declining profits. 
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“* * * The serious injury to the principal manufacturer of motorcycles brought 
about by the competition from imports over the past several years, evidenced 
by sharply falling profits (actual losses on motorcycle production as distin- 
guished from parts and accessories), a declining share of the domestic market, 
and a drop in employment from year to year, marks a continuing trend and a 
threat of even greater injury in the near future.” 

What Commissioners Brossard and Gregg feared would happen has actually 
come to pass. Competition from foreign motorcycle manufacturers who pay 
wages approximately one-fourth of ours, who sell in devaluated currencies, and 
who pay only 10 percent duty has almost completely erased our profit, so that at 
very best we are only breaking even. On a sales volume of $15.700,000 in our 
last fiscal year there was virtually no profit; we were merely trading dollars. 


Why we favor the Simpson bill 


Every point in the Simpson bill is designed solely to give relief to injured 
American industry and labor. It is in no way intended to curtail imports of com- 
modities that do not hurt the American economy. The fact that many industries 
in this country favor the Simpson bill does not mean that they are high protection- 
ists. A high protectionist wants to stifle competition either to gain an unfair 
advantage for himself or to offset his own inefficiency. We, like practically every 
American firm, actually favor increased general imports. We favor high imports 
of motorcycles so long as we can start out approximately even pricewise with 
our overseas competitors on comparable merchandise. We have proved that 
before devaluation when our prices and those of comparable foreign motorcycles 
were approximately equal, we were more than able to hold our own. We can do 
so again. Fair competition therefore does not frighten us. 

If Tariff Commissioner Dr. Durand had voted in our favor together with his 
2 Republican colleagues the vote would have been 3 to 3—a tie, and our case 
would have been thrown out. In other words, an American industry, or at least 
an American manufacturer and his labor, would have lost and foreign competitors 
would have won by a tie vote. The Simpson bill recommends that the Tariff 
Commission be increased from 6 to 7 members to reduce the chance of a tie vote, 
To our way of thinking, this is one of the most important points in the Simpson 
bill. Increasing the number to 7 does not necessarily mean that the American 
applicant has a better chance of winning but at least he is not thrown out by a 
tie vote. Weare 100 percent in favor of this provision, 

According to the present Trade Agreements Act a tie vote would be to the dis- 
advantage of the American applicant and to the advantage of his foreign com- 
petitors. Every country in the world outside of the United States protects its own 
nationals first and we thoroughly believe that the point made in the Simpson bill 
that a tie vote should be resolved in favor of the American applicant is sound, It 
is exactly in line with what every other country in the world would do. The 
American manufacturer and American labor should come first so long as injury 
can be proved. 

The Tariff Commission and the Commission's staff is made up of experienced 
men who are giving all their time and all their intelligence to the study of tariff 
problems. They are experts in their line. In escape-clause cases they listen to 
endless testimony pro and con, they review this testimony. Under the present 
law they have a year in which to render an unbiased decision. Under the present 
law, the executive branch of the Government has the right to overrule the decision 
of six tariff experts and their trained staff. Under the Constitution, Congress 
has the sole power to decide what is to be done so far as tariffs into this country 
are concerned. The Tariff Commission is responsible to Congress although in 
recent years Congress through the loose provisions of the Trade Agreements Acts 
has delegated its tariffmaking powers to the executive branch. Congress is 
undoubtedly anxious to recapture these powers which is in no way a reflection 
on the present executive branch of the Government, but is a policy to be laid out 

for guidance far into the future. 

The Simpson bill provides that the majority findings of the Tariff Commission 
are to be final and mandatory on the executive branch of our Government. In 
other words, the decisions of the expert members of the Tariff Commission based 
on tactual evidence are no longer to be subject to reversal by the executive branch. 
The power to determine the tariff policy of this Government will be returned to 
Congress through the Tariff Commission which no doubt is what Congress wants. 
It will take back powers which belong to Congress under the Constitution. 

Under the present law, appeals under the escape clause are based on claims of 
serious injury to the domestic industry producing like or directly competitive 
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articles. Injury through excessive imports does not only harm industry or indi- 
vidual manufacturers, it puts a hardship on practically everyone connected with 


the industry or with the individual company, labor for instance. 


The Simpson 


bill therefore suggests that the term “serious injury to the domestic industry” be 
changed to “to unemployment of or injury to American workers, miners, farmers, 
or producers, producing like or competitive articles, or impairment of the national 
security.” Apparently the Simpson bill does not actually make a change. It 
merely breaks down industry into its component parts and is a clarification rather 


than a change. 


The Simpson bill provides for import quotas and there will undoubtedly be 


opposition to this provision. 
in this country but undoubtedly from abroad as well. 
for our foreign competition to object to quotas. 


This objection will not only come from free traders 
It is, however, in poor taste 
In the case of the British Empire, 


imports of many American commodities have been completely barred for years 


by the simple expediency of refusing to issue import permits. 
arrangement, imports within specified limits are permitted. 
100 percent refusal to issue import 


permits or 


imports within specified limits are allowed? 


There is also another angle to the use of the quota system. 


t 


Under a quota 


Which is worse, a 
a quota system under which 


Under the Trade 


greements Act there is some question as to the extent to which the Tariff Com- 
mission may recommend increases in tariff rates for the relief of American indus- 
tries. The opinion has been expressed that the Tariff Commission cannot recom- 
mend increases in tariffs in excess of 50 percent of the present rate. In our case 
the import duty on motorcycles is bound at 10 percent, and if this interpretation 
of the law is correct and if the Tariff Commission were to decide a case in our 
favor the duty could only be increased to 15 percent from its present 10 percent 
level. This would be ineffectual relief. 

We proved without a doubt that imported motorcycles comparable to ours in 
performance were being sold at prices 25 to 30 percent below ours. We did not 


ask that imports be barred. 


We asked, first of all, that the duty be increased 


from 10 percent ad valorem to 40 percent ad valorem so that we would be in a 


position to start out even pricewise with our foreign competitors. 


If the Tariff 


Commission had the power to increase the duty to 40 percent there would be no 
need of a quota, but if the power of the Tariff Commission is limited to increasing 
the present rate by 50 percent, then we feel that we were justified in asking for 
an import quota equal to 10 percent of our previous year’s domestic production. 

We have been completely barred from shipping our motorcycles to the entire 


British Empire except Canada since the end of the war. 


If England were to be 


allowed to ship motorcycles into this country on a quota basis, their sales into this 
country would exceed ours into the entire British Empire except Canada by the 


exact amount of the quota. 
shutout? That is why we favor the quota. 


Which would you prefer, a quota or a complete 
If quotas are absolutely obnoxious, 


then the law should definitely permit the Tariff Commission to recommend in- 
creases in tariff rates that they feel will give American industry proper relief. 
The law definitely should not limit the Tariff Commission’s recommendations to 
The Tariff Commission therefore should 
have the power to set an import quota, or to increase tariff rates to the extent 
which it feels necessary in the absence of a quota. 

Another provision of the Simpson bill is that the Tariff Commission is to decide 
all cases for relief in 6 months instead of 12 months as at present and the Presi 
dent is to put into effect the Commission’s recommendations within 30 days after 
its report. It is our firm belief that no American firm or industry applies to the 
Tariff Commission for relief until it has been hurt for some period of time by 
In our case, imports were excessive starting right after 


50 percent of the current tariff rate. 


excessive imports. 
the war, but we were unable to meet 
no legitimate grounds for complaint. 


before we applied to the T 


the demand and we consequentl'y had 


As our production increased, imports fell 
off. In 1949, however, after the devaluation, our position was hopeless, it was 
utterly impossible for us to offset the 3014 percent devaluation by any superior 
efficiency or manufacturing skill. 


Still, we waited from 1949 until May 1951, 
ariff Commission for relief and our public hearings 


started on September 18, 1951, 2 years to the day after the devaluation of the 
Our case was not decided until June 16, 1952. In other 
words, our business was slowly being throttled from 1949 to 1951, and then it 
took almost a year before we found out that we would not be given any relief. 
We appreciate the fact that the Tariff Commission has a tremendous amount 
of work but for the welfare of industry we believe that 6 months is sufficient 


European currencies. 


time for the Tariff Commission to arrive at a decision and if the ruling of the 
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Tariff Commission is mandatory, there is no reason why its recommendation 
should not become effective within 30 days. 

The Simpson bill is the result of injury from excessive imports suffered by 
many industries of all sizes in many fields in this country since World War II. 
These injured businesses do not ask for protection. They ask only for relief. 
The Simpson bill gives this relief, and that is why we favor it. 

All industry in this country cannot be put into the same category. There is 
giant industry, like the American automobile industry, which operates on so tre 
mendous a mass-production basis that low wage rates abroad may not result in 
serious price competition in the home market. Labor is a relatively small part 
of the cost of the finished product. If giant industry in this country wishes to 
have the tariffs on its products removed, we are sure that Congress will accom 
modate. Everyone in this country is in favor of lowering or removing tariffs on 
all commodities which do not harmfully compete with like American products. 

On the other hand, there are thousands and thousands of smaller industries that 
cannot use mass-production methods for various reasons, nature of the product, 
for instance, and consequently are seriously injured by imports from low wage, 
low standard of living countries using devaluated currencies. In those indus- 
tries, the cost of labor is a relatively high percentage of the cost of the article. 
Every single case that has been brought before the Tariff Commission since the 
end of World War II for relief from excessive imports has been based on price 
competition. In spite of alleged superior American know-how and efficiency, these 
American industries have been seriously hurt because they were unable to offset 
low foreign wages and other low manufacturing costs and devaluation of 
currencies, 

In order to increase imports, why not remove the duties on all products manu- 
factured by those industries which are not affected by low foreign wage rates 
and devaluated currencies. Removal of those duties will in no way impair the 
American economy. On the other hand, the Simpson bill should be passed in its 
entirety in order to afford relief to those efficient American industries which for 
various reasons beyond their control have been hurt and are threatened with still 
more serious injury by excessive imports of their particular commodities. 

The supposed gap between our imports and our exports varies all the way from 
£5 billion to practically nothing depending on the source and the makeup of the 
figures. Some people claim that our exports exceed our imports by $5 billion. 
Others claim that if we deduct from our exports those commodities that we give 
away, the military aid that we give and the offshore contracts that we place, our 
total dollar income from foreign trade is just about equal to our outgo. 

We favor the adoption of the Simpson bill in its entirety. We also favor the 
reduction or the elimination of duties on all commodities that can be imported 
in increased amounts without material injury to the American economy. 

Very truly yours, 
HAR LEY-DAvIDSON Moror Co.. 
Wm. H. Davinson. 


The Cuatrman. I wanted to ask you 1 or 2 questions. 

How many persons do you employ ? 

Mr. Gumpert. At the present time, in the shop, about 1,325. 

The Cuarrman And do you have just the one plant ? 

Mr. Gumrert. We have two plants in the city of Milwaukee. One 
plant we bought in 1947, when we couldn’t make enough motorcycles 
to meet the demand. 

The Cuamman. Now, if you were to sacrifice your market, I sup- 
pose those 1,300 could step right into some other industry and go 
to work; could they not? 

Mr. Gumrrerr. They would probably go over to Detroit and get a 
job at Ford. There is no other motorcycle manufacturer in the city of 
Milwaukee. There is one angle about transferring these men into 
another job. Our firm is 50 years old this year. Lots of our men have 
worked at our places 35 and 40 years. They are along in years. They 
are valuable employees to us. But they would be of no interest what- 
soever to a new employer. And that accounts for me, too. They 
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would lose all their seniority, which, to a man in the shop, is his big 
gest asset as he gets older. 

_ The Cuamman. That is, they are specialists in their particular 
line ? 

Mr. Gumpert. That is right. 

The CrarrMan. And they have not been making anything but 
motorcycles and motorcycle parts? , 

Mr. Gumpert. The only thing we have manufactured in 50 years is 
motorcycles. 

The Cuarrman. Now, which do you think is worth the most to Mil 
waukee as a city? The profits that you make, or the payroll money 
that your employees spend in the support of stores, churches, and ail 
the activities that go to make a city ¢ 

Mr. Gumpert. To the city of Milwaukee, our payroll is our most 
valuable asset. 

The CHarrMan. Exactly. 

Mr. Gumeert. Because that is where it is spent. 

The CHarrman. And is that not true of most of the payrolls in 
this country ? 

Mr. Gumpert. I should imagine so; yes, sir. 

The Cuarrman, And certainly you are not one of those who believe 
that we should export our payrolls and give other countries the 
benefit abroad of the payrolls and then put our people on relief while 
they seek other work ? 

Mr. Gumpert. I certainly am not. 

The CHairman. And England, according to the testimony given, 
discriminates in every possible way against your motorcycles. 

Mr. Gumpert. In every way. We aren’t able to ship motorcycles 
to one single place in the British Empire except Canada, and we 
haven’t been allowed to do that since the Second World War, except 
that we had an order of 15 and one of 10 back in 1947, and those are 
the only ones we have had. 

The CHatrman. You have certainly made a very nice case. 

Mr. Jenkins will now assume the chair. I will have to go to the 
House floor to vote. 

Mr. JENKINS (presiding). The gentleman from Michigan will 
inquire. 

Mr. Knox. I would like to ask the witness: 

What has been your employment experience, on the average, over 
the past 5 years? } 

Mr. Gumpert. Our peak employment was in 1948, when we had our 
peak year in motorcycle production. Since that time, our employment 
has gone down each year, until at the present time it is about half what 
it was in 1948. 

Mr. Knox. About half of what is was in 1948 ¢ 

Mr. Gumpert. Could I get this other statement I have in my bag? 
I can tell you that. 

I can give you the figures since 1946, which was right after the war, 
when the demand for motorcycles was very great, much greater than 
we could meet. We were stepping up our production. We bought a 
new plant in 1947, for $114 million. We spent about $214 million for 
equipment, and we naturally upped our employment: 1946, 1,872, all 
shop employees; 1947. » OOO: 1948, 9 458: 1949, 9 302 1950, after the 


devaluation in September 1949, 1,702; in 1951, 1,532; in 1952, 1,389. 
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Mr. Knox. You have shown a rapid decrease in employment. 

Mr. Gumrvert. In shop employment. 

Mr. Knox. In shop employment, year by year. 

Mr. Gumpert. I might also add that in 1952, about 10 percent of 
our total production was on subcontracts, and this 1,389 was partly 
employed on subcontracts. So that for motorcycle production the 
employment was actually lower, but I can’t give you the exact figure. 

Mr. Knox. In other words, you have subcontracts of another nature 
in your factory ¢ 

Mr. Gumpert. That is right. 

Mr. Knox. That is all. 

Mr. Mason. Mr. Chairman, I would like to make a statement. 

Mr. Jenkins. Very well. The gentleman from Illinois, 

Mr. Mason. Your testimony, that I listened to, is an excellent, spe- 
cific, definite illustraticn of how Great Britain protects her industries 
and we fail to protect ours. Isthat right? 

Mr. Gumpert. Yes, sir. 

Mr. Mason. That isall, Mr. Chairman. 

Mr. Jenkins. Is there anyone else to inquire ? 

If not, the next witness on the list is Mr. John F. Linehan. 


STATEMENT OF JOHN F. LINEHAN, GENERAL MANAGER, SEAFOOD 
PRODUCERS ASSOCIATION OF NEW BEDFORD, MASS., INC., NEW 


BEDFORD, MASS. 


Mr. Linenan. Mr. Chairman, members of the committee, I am John 
Linehan, general manager of the Seafood Producers Association of 
New Bedford, Mass., Inc., a nenprofit organization incorporated under 
the laws of the Commonwealth of Massachusetts for the promotion 
and general welfare of the New Bedford fishing industry. Our or- 

ganization is made up mainly of boatowners who operate 170 com- 
mercial deep-sea trawlers fishing out of New Bedford, and of allied 
industries such as marine machine shops and railways, boatyards, and 
ship chandlers. ‘he fishing industry in New Bedford represents a 
capital investment of about $80 million, and the employment derived 
directly from the industry includes about 3,500 individuals, Counting 
the families of the employees, approximately 10,000 people in New 
Bedford depend upon the fishing industry for their livelihood. It 
follows, then, that as the representative of the fishing industry in 
New Bedford, I am in effect representing about 10,000 citizens and 
a capital investment of $80 million. 

[ am here today to try to acquaint this committee with the very real 
dangers that are facing our domestic fishing industry at present, and 
the certain disaster that will befall our industry in the near future 
unless corrective action is taken by our Federal Government to rectify 
the ruinous effect that the Trade Agreements Act has had on our 
American industry. Previous administrations have ignored our pleas. 
I fervently pray that Congress will insure that the present adminis- 
tration will realize the necessity of preserving the health of our indus- 
tries as a safeguard to the national economy. Needless to say, the con- 
dition of the national economy is only the sum total of the economic 
conditions of all of its individual industries. 
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The harmful effects of fish imports to the New Bedford industry is 
clearly evidenced by the fact that in the last 2 years not one new 
groundfish dragger has been added to our fleet. 

Gentlemen, may I add here that when I speak of fish I am speaking 
of groundfish. 

In that period of time 5 new scallop draggers have been added, and 
numerous fishing draggers have been converted to scallop draggers. 
So far, the industry has not been hurt by scallop imports. Only last 
year there were 13 filleting plants operating in New Bedford. Today 
there are 7, and only 3 are working on a full-employment basis. The 
fishing draggers, particularly the smaller ones, cannot withstand the 
high cost of operation when the prices of fish are driven down by a 
flood of cheap imported fish, and filleting plants cannot buy American 
fish and pay American labor to process the fish when cheap foreign 
fish processed by low-paid foreign labor is flooding the market. 

There are those who say that, if we cannot produce a product as 
cheaply as a foreign country can, then we should cease producing that 
commodity and turn to some other industry. Gentlemen, what other 
industry? In Massachusetts we already have a surplus of labor. In 
New Bedford, the textile industry is tottering. Who will support the 
10,000 souls dependent upon the fishing industry? What of the taxes 
heretofore derived from the greater than $3-million-a-year payroll, 
and what of the corporation taxes? Who will support the unem- 
ployed? Those questions would be tossed aside by the idealistic econ- 
omists simply with the statement that “adjustments will have to be 
made,’ 

One overriding fact faces us that cannot be tossed aside. That fact 
is that, if our American fishing industry is allowed to vanish, who 
shall supply the Nation with food from the sea during time of war? 
In wartime imports are severely curtailed or eliminated. Witness 
quinine and rubber during World War II. There are no substitutes 
nor synthetics for foodstuffs. We ourselves must have them available. 
The Government must have them available if it means ee 
them in time of peace to have them in time of war. A soldier may 
for days without firing a round of ammunition, but he cannot 
without eating for more than a day. 

Our Government must make up its mind what policy it is going to 
follow. On the one hand it wants to promote maximum employment 
and a high standard of living for our citizens. On the other hand, 
it wants to promote free world trade with no import restrictions. 
Gentlemen, the one is the antithesis of the other. We of the fishing 
industry seek only a realistic synthesis of the conflicting economic 
philosophies. We believe that the health of the American economy 
is of primary interest to the citizens of this country, and that foreign 
economies are secondary. America does not produc e enough fish to 
meet the national consumption. The difference is about 35 percent. 
Imports of fish up to 35 percent of the national consumption would 
not be injurious to our domestic fishing industry. Imports of over 

that percentage means that segments of our industr y are being elimi- 
nated. Imports of fish up to 35 percent of the consumption, we 
welcome. All above that we want stopped. 

Before you is H. R. 4294, the Simpson trade-agreements bill. That 
bill is the only realistic approach to the entire tr: ade- agreements prob- 
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lem. In that bill is the protection of American industries against 
ruination by a flood of imported goods produced in foreign countries 
by cheap, low-living-standard labor. 

I urge you, as Americans and statesmen, to act favorably, and as 
quickly as possible, on this bill that is before you now. 

Thank you for your courtesy. 

Mr. Jenxins. We thank you very much for your fine statement. 

I should like to ask you a question or two. I take it from your 
statement that you represent just a small segment of the fishing in- 
dustry of the Nation, a segment centered mainly around New Bedford, 


Mass. 
Mr. Linenan. That is right: yes, sir. 
Mr. Jenkins. And no doubt you can say that the same conditions 


that prevail there » prev: ail all up and down both coasts in the fishing 
areas / 

Mr. Linenan. Yes, sir; they do. The ground fish produced on the 
Atlantic seaboard. And every port is in the same position that we are. 
There wil T be representatives from other ports here, not today but 
later on, I believe. 

Mr. Jenkins. On page 2 of your statement, you make a reference 
to imports. Where do these imports of fish come from ¢ 

Mr. Linenan. The imports of fish that affect the ground-fish in 
dustry come from Canada, Newfoundland, Iceland, Norway, Green- 
land. 

Mr. Jenkins. The y come from up and down the Atlantic coastline. 
They will come from the same ocean that you fish in, and it will be 
the same kind of fish that you deal in? 

Mr. Linenan. Yes, sir. They don’t come from exactly the same 
area. The foreign fleet fishes closer to their home shores. 

Mr. Jenkins. Do you know anything about the difference between 
the wages paid in your domestic industry and what they pay up in 
these others, northern sections ? 

Mr. Linen an. I don’t know exactly, although in the American 
industry the fishermen derive their income from a share of the pro 
ceeds of the stock that is sold. In most foreign countries, the gvovern- 
ment controls their fishing industries, because they are of major im 
portance to those governments, such as Norway and Iceland. Can 
ida, I believe, carries quite a bit of control over her fishing industry, 
and Newfoundland. And they, I believe, control the amount of fish 
that is brought in and the amount of fish that is put onto the edible- 
food market. When they reach above a certain amount, then I be- 
lieve they put certain restrictions on it and turn that fish into fish by 
products and meal. 

Mr. Jenkins. Neither the Federal nor the State government im 
poses any limitations on you 

Mr. Linen an. No, sir; they don’t 

Mr. Jenkins. That is all. Thank you very much for your 
testimony. 

Mr. Linenan. Thank you, sir. 

Mr. Jenkins. The next witness is Mr. Lamonte Graw. Is Mr. 
Graw here and ready to testify ¢ 

(No response. ) 

Mr. Jenxins. Very well. We will next hear from Mr. Edward F. 
Vonderahe. 





TRADE AGREEMENTS EXTENSION ACT OF 1953 71 
Give the clerk your full name and the capacity in which you appear. 


STATEMENT OF EDWARD F. VONDERAHE, CHAIRMAN, FOREIGN 
TRADE COMMITTEE, ACCOMPANIED BY HARRY A. MOSS, JR., 
EXECUTIVE SECRETARY, AMERICAN KNIT HANDWEAR ASSO- 
CIATION, INC., GLOVERSVILLE, N. Y. 


Mr. Vonperaner. My name is Edward F. Vonderahe. I am man 
ager of the Glove Division of the Gloversville Knitting Co., Glovers- 
ville, N. Y. 

I ap pe ar before you on behalf of the American Knit Handwear As 
sociation, Inc., in the e apac ity of chairman of its foreign-trade com- 
mittee. This committee is charged with studying and recommend- 
ing association policy in matters relating to foreign trade, particu 
larity with regard to the tariff. 

We welcome this opportunity to make the following statement for 
the American knitted glove and mitten industry. 

The American Knit Handwear Association represents the Ameri- 
can manufacturers of circular knitted, seamless gloves and mittens. A 
list of the names of the companies and the location of their factories 
is appended hereto in appendix A. This list shows that many of our 
plants are situated in smaller communities and logically form the 
economic foundation of their community welfare. 

The total number of production workers employed in 1952 averaged 
4,016 throughout the year. All but one manufacturer qualifies as 
small business under the norm of the Small Defense Plants Admin- 
is stration. 

Our gloves and mittens are knit directly from yarn. Our biggest 
production is from woolen worsted yarn for fall and winter wear. 
Our secondary production is from nylon and cotton-string yarn for 
spring and summer wear. Six manufacturers also make slipper socks 
tubes for the hosiery industry. 

We have no other product. We are not a small integral part of a 
larger industry. We have no export market. Our existence, there- 
fore, depends primarily upon the manufacture of our chief product, 
wool gloves and mittens for the domestic market. 

In order to understand our interest in this bill, it may be well to 
first examine briefly the position of our industry when competing in 
the civilian market with imported knit wool gloves: and, secondly, to 
recount our experiences In mm: nut: wcturing for the armed services, 
specially since Korea. It will explain why we favor the proposed 
legislation. 

Our relative position in the market has steadily worsened since the 
first postwar shipments of wool gloves were landed here from Japan 
in 1948. 

Since 1945, it has been predicted repeatedly by this industry in 
testimony at hearings before the Committee for Reci iprocity Informa- 
tion, this committee, and the Senate Finance Committee that our 
present postwar experience would be a repetition of our prewar expe- 
rience, which justified a Presidential proclamation in 1936, setting the 
American selling price as the basis for duty on one category of wool 
gloves and mittens. 

Appendix B, attached, shows the parallel. In the 5 prewar years, 
1932 through 1936, imports climbed from 43,000 to 616,000 dozen 
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pairs. During the 5 postwar years, 1948 through 1952, imports in- 
creased rapidly from 45,000 to 921,000 dozen pairs—the highest in 
history. Stated in terms of percentages, in 1936 import amounted to 
45.5 percent of the United States civilian wool-glove market; in 1952 
imports reached 47.3 percent—again the highest in history. 

These statistical facts show steadily increasing imports taking a 
greater percentage of the market each year. Nothing has occurred 
to raise hopes of a leveling off of import competition. On the con- 
trary, the appearance last year of gloves from Hong Kong indicates 
that the time for prompt action is now, if consideration for mainte- 
nance of a handcraft industry such as ours is to be the policy spelled 
out in the proposed legislation before us today. 

That brings us to the heart of the problem, which is price. Price, 
in turn, reflects cost of production. The difference in costs of produc- 
tion here and abroad is the reason expressed in the Tariff Act for the 
various rates of duty. The rates, theoretically, are to equalize such 
differences. 

Rates on wool gloves were set when Europe was oe chief competitor 
in this market, back in 1930. Shortly thereafter, Japan and China 
emerged to quickly drive Europe out. The war, World War IJ, inter- 
vened. Since then, Japan and Hong Kong predominate. 

Oriental costs are lower than it was ever anticipated our competition 
would be when the Tariff Act was written. For example, in 1952, 
according to Bureau of the Census figures, the average values per 
dozen pairs of imported wool gloves were $3.46 from Hong Kong and 
$3.87 from Japan. 

Compare these with European costs, and it is readily seen why the 
United States, with the highest costs in the world, cannot fairly com- 
pete: Italy, $5.95; West Germany, $9.48; United Kingdom, $10.22; 
and Switzerland, $11.64. Countries with the higher standards of 
living have the higher costs. 

Those prices should dispel any criticism that the low-cost producer 
is more eflicient—a charge usually made by our opponents who advo- 
cate free trade and the aoolition of tariffs—because the Europeans and 
Americans certainly are not backward in technical advances. 

Knitting gloves directly from yarn is a handcraft operation, even 
with the most modern machinery which is used in the United States. 
Handcraft work means a high-labor content. It is axiomatic that the 
higher the labor content in comparable products, the greater the 
advantage of the low-wage producer. 

Witness the methods abroad as a test of efficiency. Machines are 
handpowered, instead of by electricity. Material is sent out to the 
homes, worked on, and returned to the distributor. That is why glove- 
making is called a cottage industry in foreign countries. 

We wonder if the opponents of this bill who urge that this country 
eliminate the tariff and “let the inefficient outfits suffer” would care 
to give us their definition of efficiency. If they mean producing the 
most units per man-hour under advanced standards of factory ¢ ontrol 
and supervision, the American knitted glove industry then qualifies 
as the most efficient in the world. If by efficiency they mean hiring 
foreign labor for pennies, let them say so, for the benefit of the Ameri- 
can public in deciding this issue. 

Therefore, if this industry is to compete on an equitable basis with 
oriental imports, under the present policy of most-favored-nation 
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tariff rate treaties, it will need much more than the mechanics afforded 
in the present 1951 act. 

The second aspect of our interest in this bill is the importance it 
lends to “impairment of the national defense” as a factor in peril-point 
and escape-clause investigations. To us, this wording represents a 
clear admonition by Congress that the Tariff Commission and the 
executive branch must take cognizance of an industry’s value to the 
military in deciding the question of raising or lowering tariff rates. 
‘To omit such consideration in an escape-clause investigation, for 
example, might result in serious impairment of an industry as a future 
resource for the military service. 

Our industry is a case in point. Just prior to Korea, in peacetime, 
our primary military products, wool glove and mitten inserts, were 
reportedly given a Quartermaster urgenc y rating of No. 3 on a list of 
over 40,000 items—good evidence of importance to national defense 

Quantityw ise—during 1952 we delivered more than 1014 million 
pairs of wool glove and mitten inserts and- linings to the milit: ary 
forces. It should be e mphasized here that we were meeting not only 
the fiscal needs of the services, but we were participating in the Gov- 
ernment’s unprecedented wool products stoc ‘kpiling program—a rare 
and temporary demand for accelerated production in a comparatively 
brief period. 

We did this knowing it to be nonrepetitive business, which would 
leave us ultimately with an expanded work force and capital invest 
ment, but with no assurance of a continuing market. This required 
the week-to-week cooperation of our Government contracts committee, 
working with the Research and Deve lopment and Procurement 
branches, revising and improving specifications, and expediting pro 
curement, manufacture, and delivery. 

It required, furthermore, that we invest more capital, buy added 
new machinery, train additional new help, and give preference to 
Government requirements in production planning. The services 
needed not only immediate deliveries but they accelerated their great 
wool-products-stockpiling program. We expanded our industry’s 

vapacity and delivered the gloves. 

While we were busy with Government work, the importers were not 
asleep. They took advantage of our absorption with Government con 
tracts to widen their market. ‘oncededly, in 1950 and 1951 we could 
not expand fast enough to care for both the Government and civilian 
markets, and our civilian business suffered. 

It suffered at a time when the market for knitted outerwear was 
experiencing its greatest popularity in history, abetted by a knit-glove 
publicity program initiated by this industry in 1945 to broaden con 
sumer acceptance of our product. The importers cashed in on om 
investment and rode the tide of knitwear popularity. 

During that period the harm done our industry by imports wa: 
offset, of course, by the unusual Government stockpiling program. 
That support has now receded. By April 22 last year, we had orders 
for over 9 million pairs of glove and mitten inserts and linings. So 
far this year, Government orders call for only 214 million pairs, a drop 
of 73 percent. The last two invitations to bid specified deliveries run 
ning into 1954; so, we can see that procurement for this year has beer 
placed. Future orders will be predominantly for delive ‘ry next year 
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That brings us up to the moment. What are our prospects today ? 
\ccording to preliminary reports for January and February just past, 
\merican production is down 18 percent from the first two months a 
year ago Nat urally, ui employ ment iscommensurate. And unports ¢ 
The Bureau of the Census for January-February shows imports up 
53.6 percent over the first two months a year ago. Last year was the 
biggest In our import history, but the figures indicate that we haven’t 
seen anything yet. 

We have briefly shown the problem. Now, what is the answer ! 

It hes to a great extent in the policy to be adopted in enacting this 
bill. Is a handeraft industry such as ours to be considered an asset 
to the civilian economic life of this country! And is it to be rec- 
ognized as a valuable resource for armed-services procurement? If 
so, we believe that one practical approach to the answer is spelled out 
in the proposed legislation before the committee today, and we rec- 
ommend passage of the bill as it is written, 

In doing so, we would like to conclude with a few brief references 
to certain aspects of H. R. 4294. 

If this bill is passed as written, the 1-year extension proposed in 
section 2 would safeguard the position of American industry while 
the Douglas study, or a similar study, is in progress, and brings the 
question up for reconsideration after completion of that study, when 
its results will be available for our further guidance. If, however, 
there is reasonable doubt that the study will be completed a year from 
now, we recommend a longer extension. 

We favor the new basic condition for relief from damaging imports 
ntroduced in section 3 and expressed in the wording “unemployment 
of or injury to American workers, miners, farmers, or producers, pro- 
ducing like or competitive articles, or impairment of the national 
security. 

The new language is a clear expression of congressional intent for the 
guidance of the Tariff Commission in peril-point and escape-clause 
investigations. The present wording is too narrow for a true deter- 
mination of injury, and fails to emphasize an industry’s importance 
to national sec urity. 

As we find ourselves in a position to apply this year for escape-clause 
relief, we are keenly interested in the proposed changes in escape- 
clause machinery set forth in section 6. 

The reduction to 6 months of the time in which the Tariff Commis- 
sion must report its findings should prove agreeable to both importer 
and domestic producer. In marketing a one-season fashion item, such 
as gloves, time is of the essence. This is also true, of course, in setting 
a 350 day limit for the President to effect the Commission’s recom- 
mendations. 

If the logic of the escape clause is to be meaningful, it obviously fol- 
lows that the measures of relief should be unequivocally spelled out, 
as is done in the proposed bill. 

We make particular reference to the necessity for a quota and a 
possible rate increase of more than 50 percent, particularly in the case 
of low-cost oriental imports, as well as the provision in section 9 for 
reinstatement of Tariff Act section 336 relief for products, such as 
ours, which have been subject to trade agreements. 

Finally, we especially endorse and strongly urge passage of this bill 
unchanged as to those sections which make the recommendations of 
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the Tariff Commission mandatory, as well as that which places the 
determination of whether violations have occurred under section 337 
of the Tariff Act within the sole province of the Tariff Commission. 

We recognize the Commission as probably the foremost agency for 
the impartial and competent evaluation of economic data on domestic 
production and imports. Consequently, we have full confidence that 
its findings, when made in conformity with congressional intent, 
should be binding, for the best interests of our national welfare. 

To make its rulings mandatory should, furthermore, relieve the 
President of the embarrassing strain of answering to the pressures 
from within and without our country, each time a new ruling is made 
on the tariff. We are cognizant of the delicate diplomacy of interna- 
tional politics; and we think it would fortify the President in his rela 
tionships if it were made clear for all that there are certain limits 
beyond WwW hich we should not be expected to make concessions, and that 
those limits are fairly adjudicated when the Commission has reached a 
final determination in each ease according to the intent of the United 
States Congress 

Mr. JENKINS. Is that all of your statement, Mr. Vonderahe? 

Mr. VonperAne. Yes, sir. 

Mr. Jenkins. Mr. Mason? 

Mr. Mason. I just want to make this statement. We have just 
listened to the American Knit Handwear Association and the Ameri 
can Seafood Association and the Harley-Davidson Motorcycle Co. 
representative, and all three state that they represent an industry that 
is the most efficient in the world, as compared to the industries abroad. 
But they all three stated that they are being injured because of im 
ports from abroad, not because they are more efficient to produce 
abroad but because of the difference in the cost of production. It is a 
question of low wages there, high wages here. 

If our people are to compete against the people of other countries 
then we have got to cut our wages in half. And no one wants to do 
that. The only answer is the Simpson bi 
conducted. 

Mr. Jenkins. And further in that connection, Mr. Mason, they all 
testified that they have no other industry; that they are exclusively 
one industry. 

Does anyone want to inquire, on this side? 

Mr. EserHarrer. | notice that the witness suggested an increase In 
tariff rates of 50 percent for the clove indust ry. 

Is that in your recommendation? You ask for a quota and a rate 
increase of more than 50 percent, particularly in the case of low-cost 
oriental imports. Is that correct? 

Mr. Vonperane. Where that applies, Senator, we do recommend it. 
We think that we should have that protection, should the harm to the 
industry loom up large enough to warrant it, sir. 

Mr. Esernarrer. Would that have any effect on the price to the 
consumer of this type of gloves? 

Mr. Vonperane. I do not believe so. I think that if the general 
level of imports were held to a moderate proportion of the total con- 
sumer goods offered, there would be no increase in the price of gloves. 
Our fear is that the continually rising curve of imports will eventually 
act as a repressant on the price of all gloves. 





l, while this study is being 
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Mr. Evernarrer. And are the people you represent hard hit by 
these imports coming in, and are they working in the black, making 
money now ‘ 

Mr. Vonperane. Mr. Eberharter, for the first time this year, we can 
actually say that we expect to work in red ink. And we think that it 
is true this year for the first time only, because we have been busy for 
2 years stockpiling, making gloves, since the Korean incident. In 
other words, we feel that the Government business during 1951 and 
1952 is the only thing that has saved us from being in the Ted before. 
Now that the stockpiling program is receding, we are getting the 
full brunt of the import condition, and imports are going up so fast 
that I believe that my particular company will be working in red 
ink this year. 

Mr. Evernarter. Well, just for the record, I would like to know 
whether or not, if we did put a quota on the import of particularly 
these cheap gloves, and did put a high tariff on them, you think you 
could sell your product at the same price that you are selling it at 
today, and you would not raise the price. 

Mr. Vonprerane. Mr. Eberharter, I think that there is sufficient 
competition in the American industry so that the price of wool gloves 
will not increase. We, in the American industry, make plenty of 
competition for ourselves. 

As an evidence of that, I can tell you that prices are down sub- 
stantially against 1 year ago. 

Mr. Esernarter. Well, is that not largely because of the imports, 
that the prices are kept low / 

Mr. Vonperane. The fact that imports are mounting definitely is 
a price depressant. Nevertheless, there is ample American capacity 
to take care of all the consumers’ needs at this time. 

Mr. Esvernartrer. Without increasing the price? 

Mr. Vonperane. Without increasing our prices. In fact, we are 
selling our product cheaper than we did a year ago. But I do believe 
that many of our industries, as my own company, will operate in red 
ink this year, or at least we will be lucky to break even. 

Mr. Exseruarter. Well, you want to leave it on the record, then, 
that you do not think that there will be any increase in price to the 
consumer even if we put a quota on and raise the rates of the tariff 
duty about 50 percent. You want to go on record here that you do 
not think the price of cheap gloves to the consumer will increase. 
Now, is that the way you want the record to stand ? 

Mr. Vonperane. Mr. Eberharter, I would have to say that we have 
been through this thing before, and we have found that when the pace 
of increase on imports speeds up, as it has done in the last 4 years, 
there comes a time when the imports almost amount to dumping. And 
there can be a condition wherein the product will sell far less than 
its foreign cost, because there are too many of them in here. In other 
words, we have created too inviting a situation. And I don’t think 
that any great good is accomplished by allowing that condition to 
happen. 

I recall a time when the product which we make sold for a quarter 
a dozen, as against a m: aad acturing cost of $3 a dozen, because we had 
permitted what actually amounted to dumping. The market could 


not absorb it. 
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Mr. Exeruarrer. Then the imports did force down the price to the 
consumer ¢ 

Mr. Vonperane. I don’t think that they did anyone any good, be- 
cause when they got down that cheap the consumers stopped buying 
them. 

Mr. Everuarter. Well, the imports forced down the price to the 
consumer, because you said they were selling at 25 cents a dozen and 
they were worth $3 a dozen. 

Mr. Vonperane. Because the price was forced down that low, they 
became anathema to the consumers. They wouldn’t buy them. They 
were too cheap. There is a level at which the American public feels 
that merchandise is desirable and wanted, and when the level goes 
beyond that, as any woman knows, from a fashion standpoint, they 
won't buy them. Nobody wants them. 

Mr. Exsernuarter. Thatisanewtheory. Inever heard in the market 
that the cheaper the goods the less consumption there is. That is 
novel tome. But you will admit, though, that the imports did force 
the prices down to the consumer ¢ 

Mr. Vonperane. Yes. 

Mr. Mason. Mr. Chairman ? 

Just a little more on this price business. If you are operating your 
factory at capacity, 100 percent capacity, that means you can produce 
gloves, shall we say, cheaper than when you are operating your plant 
at half capacity; does it not? 

Mr. Vonverane. Correct, sir. 

Mr. Mason. And when you can produce them cheaper, you do not 
have to raise the price to make a profit. You can make a profit by 
producing them at less cost. Is that not right? 

Mr. Vonperaue. That is what happened in 1952, sir. 

Mr. Mason. And so, when these excessive imports come in and cut 
down on the amount of production for you, it means your cost goes up, 
and then you compete against these imports on price. 

Mr. Vonverane. That is correct. 

Mr. Mason. Well, then, from a national standpoint, it would be eco- 
nomically unsound, it seems to me, to depend upon floods of imports to 
bring down the cost to the consumer and destroy the whole industry 
as a result. 

Mr. Vonperane. We think so, sir; plus the fact that the Japanese 
didn’t make any wool gloves and mittens for the American Armed 
Forces in the late World War. We made them. 

Mr. Mason. That is all, Mr. Chairman. 

Mr. Jenkins. Any other questions on this side? 

Anyone over here? 

I have just one question I want to ask you. At the bottom of page 6, 
you say: 

The present wording is too narrow for a true determination of injury. 

Have you had any experience in trying to prove injury and failing 
to do it, failing to be given a chance to come forth with your case? 

Mr. Vonperanr. Mr. Chairman, in 1950, I believe it was, we pre- 
pared an escape-clause case and presented it to the Tariff Commission. 
We were suffering injury then. 

Then Korea came along, and the very large need for Government 
gloves took us out of the hurting situation. We could see hurt coming 
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up on civilian merchandise, but the fact that we had to build plenty of 
Government gloves temporarily took us off the hook, and we withdrew 
our application at that time. 

Mr. Jenkins. Very well. 

We thank you very much for your testimony. 

Next on the list is Mr. Me ‘Hugh, Patrick McHugh, secretary-treas- 
urer of the Atlantic Fishermen’s Union. 

All right, Mr. McHugh. Give your name to the clerk and the 
organization which you represent. 


STATEMENT OF PATRICK J. McHUGH, SECRETARY-TREASURER, 
ATLANTIC FISHERMEN’S UNION 


Mr. McHucu. My name is Patrick McHugh, secretary-treasurer, 
Atlantic Fishermen’s Union. 

Mr. Jenkins. A little louder, Mr. McHugh, if you please, so that we 
may — you. 

Mr. McHwveu. I am appearing in behalf of the Atlantic Fishermen’s 
Union, an afliliate of the American Federation of Labor, which repre- 
sents the fishermen of the New England coast and other parts of the 
Atlantic seaboard. 

For the past several years we have appeared before this committee 
and other committees of Congress, pleading for additional protection 
against imports of groundfish fillets from Canada, Iceland, and other 
sources. 

We pointed out that the present rates of duty of 17% cents and 214 
cents per pound are wholly inadequate. The 21% cents per pound rate 
was set in 1930 when the price of fish was very much lower than it is 
today. It represents about 12 percent of the foreign value of the 
product. 

Under this rate, imports have increased 1,000 percent since 1939 
and have even trebled since 1947. In 1952, they amounted to 107 mil- 
lion pounds. This represented 45 percent of the total American 
market. It was an increase of 20 million pounds over the imports for 
1951. 

At the same time, domestic production declined 20 miliion pounds 
in 1952 from 1951 to a total of 128 million pounds. 

Under these circumstances, no additional capital is going into the 
building of American boats. On the contrary, American boats i in re- 
cent years have been sold to Canada, and the Canadian fishing fleet 
has also been increased by boats built in Canada. 

In my appearance before this committee in 1951, I said: 

I say to this committee that if you do not wish to see the New England 
fisheries gradually lose its markets to imports, you must provide some relief 

soon. Otherwise, yet more American plants will move northward to Newfound- 
land to get the advantage of cheap labor. The fishing fleets of Canada will be 
increased year by year, and ours will grow smaller and smaller. In competi- 
tion with the cheap labor up north, our fishermen will become impoverished. 

The future of the New England fisheries industry is being decided by this 
committee. We have been before the Merchant Mariné and Fisheries Com- 
mittee. They have listened attentively and have shown sympathy with our 
situation, but they do not hold the power of relief from competition such as we 
need. The Ways and Means Committee is the only committee cf the House 

that do's have the power. 

The A ‘antic Fishermen's Union hopes that you will recognize the responsibility 
that rests upon you and that you will keep the New England fisheries industry 
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from the kind of slow death that faces it in the years that lie ahead unless 
legislative relief is given. 

This is not something that can wait. The process that will determine the 
future of our fishing industry in New England is under way now. If we wuit 
several years, the steps that are now being taken cannot easily be reversed 

The figures that I have just quoted you support fully the prediction 
that we made 2 years ago. 

It is true that with the Korean outbreak consumer buying in this 
country was again stimulated, and ruin that would otherwise have 
fallen upon us was thereby postponed. Now, however, we have wit- 
nessed a sharp decline in the price of beef, while cold-storage stocks 
of frozen fish have reached an all-time high record. 

There is little point in repeating these facts. Having received little 
or no relief from the Congress in the past, we made application to 
the Tariff Commission under the escape clause toward the end of 1951. 
The majority members of that Commission could not find that the 
domestic industry was being injured, or that there was even a threat 
of injury from imports when as high as 85 million pounds was being 
imported per year. Now the imports are another 20 million pounds 
higher. 

Our experience with the Tariff Commission was such that we be- 
lieve that the law, which sets forth the escape clause and its adminis- 
tration, should be amended. If it is not amended so that we will have 
a chance of obtaining relief, then the only other possibility lies in 
legisl: ation by Congress. The alternative to these possibi lities is the 
relentless destruction of the New England fisheries. We do not believe 
that this committee will want to see that happen. 

We very much doubt that an increase in the tariff would provide 
the proper remedy and favor an import quota which would recognize 
the claim of imports to an ae tant and liberal share of this n vl 
We believe that H. R. 4294, known as the Simpson bill, offers us t] 
best hope of obtaining relief. 

The Tariff Commission setup needs to be changed. If the Com- 
mission is ever to function positively, it should have an odd rather 
than an even number of members. Also, we should not have to wait 
a year for the Commission to make a finding. 

I can tell you now that if the Commission is left at 6 members, 3 
from each party, it might as well be abolished as far as any timely 
relief for domestic industry is concerned. No other Commission of 
the Government set up by Congress, I understand, consists of an even 
number of members. 

H. R. 4294 would change this and that is another reason why we 
support it. If the Tariff Commission was set up to take the work of 
taking the tariff out of the hands of Congress, it should be set up so 
that it can do its work rather than end in a deadlock. 

Lastly, we want to say that we do not believe that the Department 
of State should determine the level of our tariff. Our experience with 
the Department, with the exception of the Fishery Division, has con- 
vinced us that they care little or nothing for the preservation of sound 
American industry, and the sooner we get away from the domination 
of that Department in this field the better. 

I urge that this committee report favorably on H. R. 4294. 

I would like to say, also, gentlemen, that about 6 weeks ago the 
foreign papers were deploring the fact that the American market was 
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demoralized, and that they were forced to sell their products, or their 
products were selling, at wholesale, on the American market for 11 
cents, which, of course, they cannot afford either. 

You can well imagine what must be the situation in our market, 
where our labor costs are so much higher, from 2 to 3 and 4 times as 
high as a matter of fact. And I believe I am reliably informed by a 
man in the business that 2 firms in Canada lost 5 cents per pound on 
6 million pounds of fish, and in his opinion the companies were wiped 
out and would go broke. 

So under the present situation, it isn’t any good to us, and it isn’t 
any good to them. 

Canada last year sent 51 million and Iceland 35 million, for a total 
of 107 million along with other countries, and it just made the whole 
thing chaotic. There isn’t any sense in that. That isn’t helping the 
foreign countries. It isn’t helping us. 

Another thing is that Canada has, in the last 3 years, built more 
than 90 trawlers and draggers that catch this type of fish, and we 
haven’t built 9, on the whole Atlantic coast, to my knowledge, in the 
last, say, 4 or 5 years. 

So we hope that if this bill goes through, it will give us some chance 
of ote. 

Mr. Jenkins. Mr. Mason will inquire. 

Mr. ‘Mason. I want to clear up one point. This bill, the Simpson 
bill, provides a new statement or qualification in order to take advan- 
tage of the escape clause, and in your testimony I gathered that your 
organization feels that that is a step in the right direction to protect 
you, so that escape clause can be taken advantage of. Is that right? 

Mr. McHvuen. That is right. 

Mr. Mason. And the change, as I see it, is, by striking out the 
present words “serious injury to the domestic mate y producing like 
or directly competitive articles,” striking that clause out, which is so 
vague and indefinite that it is pretty hard to prove a claim, and insert- 
ing in lieu thereof, “unemployment of or injury to American workers, 
miners, farmers, or producers, producing like or competitive e articles, 
or impairment of the national security.” 

Now, that specifies certain things upon which the Tariff Commis- 
sion must base their decision on whether the escape clause shall be 
applied, does it not ? 

Mr. McHuen. That is right. 

Mr. Mason. That is all, Mr. Chairman. 

Mr. Jenxins. Are there further questions ? 

Mr. Byrnes. Mr. McHugh, you referred to the relative labor costs. 
What is the difference in the cost of labor as far as what you pay along 
the Atlantic seaboard and, let us say, what they are paying in Canada? 

Mr. McHvuen. Well, now, I haven’t got the specific figures with me, 
but I know this fora fact. For instance, the shore workers in Canada 
get anywhere from 35 cents, this year, to as high as $1.09 per hour for 
the highest paid workers. How many get 35 and “how many $1.09, 
I don’t know. But our highest paid workers have between $1.69 and 
$1.70 an hour. Our minimum is a dollar or maybe a little better 
than a dollar. 

Also, like in Boston, the shore workers have a 40-hour guaranteed 
week. In other words, if a man comes in and works 1 hour, we get 
paid for the whole week. Down there it is a case where you call him 
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in when you feel like it. Another thing, our people get time and a half 
for Sundays and holidays. There is very little Sunday work, but 
nights and Saturdays, for instance, our people get time and a half. 
Down there it is absolutely an unknown thing. That is only the shore 
phase of it. 

Now, when you go into the matter of the boats that catch those 
things, in our book there is no comparison at all. Because while I 
don’t doubt that some of the boats may make as high as a hundred 
dollars a trip or a couple of hundred, we have numerous reports, ne 
cause we are forming an organization there of several hundred, 
contacting our delegates, and their constant report is that their ves- 
sels have a week or 2 weeks’ work at $9, $17, $23, and so on like that; 
whereas again taking New England, out of Boston, our average wage, 
I would say—well, I don’t know this year; I haven’t looked it up, but 
I would say it will run close to $4,000. In addition to that, we have a 
guaranty of no less than $7 a day regardless of what happens, if - 
boat never catches a fish. If she just goes out and drifts around for ¢ 
couple of weeks, we still get no less than seven bucks a day. 

Mr. Byrnes. What does the Canadian get for that same thing? 

Mr. McHven. The Canadian gets absolutely nothing. The Cana- 
dian fishing industry is a disgrace to Canada. And I know what I 
am talking about. They have no protection under their laws such as 
we have as American seamen. They have obsolutely none. 

I know of a man down there only a few weeks ago that lost an eye. 
He came from Newfoundland. He lost his eye on a boat out of Hali- 
fax. They gave him $50 and sent him back to Newfoundland. 

I know of another vessel that came in there a couple of years ago. 
She was ona long trip. ‘They went down to Newfoundland and signed 
on a Newfoundland crew from Nova Scotia. After a long trip, they 

came in, and they made actually $400. But, because five of the crew 
left, the owner held out and ke spt $200 per man on them. There is the 
kind of a situation you have in Canada. And more than that, once 
those boats leave their home ports, there is no such thing as a watch. 
Like in New England. We have a 6 and 6 watch, that is, 12 hours 
a day around the clock. Down there it isn’t any such thing. It is 
“Go out and work as long as you can stand.” And then if you are not 
able to stand long enough to suit the skipper, you are fired when you 
come in. There is the situation. That is what we have to compete with. 

And even at that, Canada hasn’t been hurting us too bad, we will 
say, compared to Europe. It was actually the European fish in ad- 
dition to the Canadian fish which demoralized the market this spring. 

So all that we can say is: How bad must conditions be over there, 
if they can come in and knock Canada out? Their papers were com- 
plaining only a few weeks ago about the Canadian fish killing their 
market in the States. 

Mr. Byrnes. Where do those foreign fish come from ? 

Mr. McHuen. They come from Iceland, some from Germany, the 
different countries that fish the North Atlantic. 

Mr. Byrnes. You do not know what their wage rates are / 

Mr. McHuen. No, I don’t. But according to all the wage rates that 
I know of, on the sea and on the land, I would say there are about 
approximately one-third of our wages, if they are that. They are 
certainly not over that. 
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Mr. Byrnes. You say that the Canadians, for instance, do not have 
workmen’s compensation. 

Mr. McHvuen. They don’t have anything, period. 

Mr. Byrnes. You have workmen’s compensation ? 

Mr. McHucu. We come under the Jones Act for seamen. We have 
unemployment insurance. We have about anything and everything 
except the minimum-wage law. That doesn’t affect us. 

Mr. Byrnes. Well, you say your minimum wage is in excess of a 
dollar anyway ¢ 

Mr. McHwuen. Well, as I say, we on the Boston boats have a guar- 
anty of no less than $7 a day regardless of what happens, or how many 
days. And even more than that; if a certain situation comes about, 
where we feel that the owner is responsible, if the boat doesn’t catch 
a trip, some accident or something happens, we have always got an 
average trip on that account. 

Mr. Byrnes. Labor, as I understand, is one of the very high items 
of cost as far as the fishing industry is concerned. It is a principal 
item. 

Mr. McHuen. Well, I don’t think it is any more so than work 
ashore, comparat ively speaking. 

No, I think it comes out about the same. 

Mr. Byrnes. As a part of the cost of the finished product, I mean, 
the labor part of it isa very big percentage. 

Mr. McHucn. Well, yes. You see, we work on the so-called share 
system. The owner takes 10 percent. If a boat has $5,000 worth of 
fish, that means the owner takes $2,000, and then he pays the expe nses 
out of the other $3,000, and he gives the crew the rest between them. 
So then, of course, you have your labor ashore, which probably runs 
6or7centsa pound. And all in all—Like, our average price last year 
was 7 cents. That means right from the knife, 2144 pounds to 1, from 
a round fish to a fillet, it means 20 cents right there. Then the buyer 
has another 6 or 7 cents for labor, wrapping, packing, cold storage, and 
so forth, and it all runs up where our dealer would have to get, say, 
around 27 or 28 cents a pound. That was before the Tariff Commis- 
sion had those figures. At the same time, the Canadians showed an 
average of 4 cents per pound. So right there, they had a 10-cent 
jump. Evidently right as the fish came from the knife, they had a 
10-cent advantage. 

Mr. Byrnes. Thank you. 

Mr. Jenxins. Any questions by any other members of the com- 
mittee ¢ 

I should like to ask you just this one question. You have read us 
an excerpt from the testimony that you gave last year or the year 
before. What was done, if anything, by Congress with releoenie to 
your pleadings of that time? 

Mr. McHven. Nothing has been done, to my knowledge, sir. We 
have been coming in here for several years, and we haven’t gotten any 
relief. We did get the Congress last year to change the law as we 
thought more in our favor, but as we found out before the Tariff Com- 
mission it didn’t mean anything. 

Mr. Jenkins. In your prepared text you state: “Also we should 
not have to wait a year for the Commission to make findings.” Did 
you ever carry any case to the Commission ¢ 
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Mr. McHvueu. We had a case there last year, and a few days before 
the year was up they handed out their decision. They kept us wait- 
ing, | would say 11 months anyway. 

Mr. Jenkins. Any other questions? 

That is all. ‘Thank you very much for coming, Mr. McHugh. 

Mr. McHvueu. Thank you. 

Mr. Jenkins. The next witness is Mr. Mason Case. 

Mr. Mason. I will have to say this. He has a good first name. 

Mr. Jenkins. I want to commiserate with him on the fact that his 
first name is “Mason.” 1 do not know how we can get along with him. 


STATEMENT OF MASON CASE, TERMINAL ISLAND, CALIF., REPRE- 
SENTING PACIFIC COAST FISH PRODUCERS INSTITUTE, CALI- 
FORNIA COMMERCIAL FISHERMAN’S ASSOCIATION, FIVE STAR 
FISH & COLD STORAGE OF SAN DIEGO, AND FISHING VESSEL 
OWNERS’ ASSOCIATION OF SEATTLE, WASH. 


Mr. Cas . Well, | hope, sir 

Mr. Jenkins. You may state your name and the organization you 
represe nt. 

Mr. Casr. Mr. Chairman and members of the committee, my name 
is Mason Case, Terminal Island, Calif. I represent the Pacifie Coast 
Fish Producers Institute, the California Commercial Fisherman’s 
Association, the Five Star Fish & Cold Storage of San Diego, and the 
Fishing Vessel Owners Association of Se rattle. Wash. 

The fishermen and boat owners of the Pacific coast are in support 
of the Simpson bill, H. R. 4294. We support this legislation because 
it offers greater and better defined protection than has the trade agree- 
ments policy of the past. 

After our recent experiences in requesting our Government for well 
deserved aid which was not fothcoming, we feel the present law is 
not satisfactory. The studies conducted by the Tariff Commission 
and the Fish and Wildlife Service have been of little eee nee in 
solving our problems mainly because we are beyond the point of 
study and can and have shown actual proof of injury suffered by our 
group. We desire a law and the administration of that law that needs 
only proof of injury causing unemployment of American workers 
and producers or impairment of the national security and not a law 
which would force us into bankruptcy before need for relief is ac- 
knowledged. 

The albacore fishing season of 1951 found us in direct competition 
with Japanese imports of like fish. That season not only caused the 
American fisherman to discontinue his fishing because of no demand 
for his product resulting in a total production of only 50 perce nt 
normal, but the American product when purchased commanded the 
lowest price In many years. With the season on other fish closed or 
again no demand for production as in the bottomfish industry, the 
fisherman to exist had to seek employment in other industries where 
he was not qualified to work in the skilled field. 

We are possibly the industry most directly concerned with the com- 
parisons of standards of living. We are in direct competition with, 
for example, the wage rate of the Japanese fishing fleet because 
mechanization plays little part. Although the Japanese must ship 
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frozen fish to this country, it is a fact that the industry there has a 
great dollar margin over us as exhibited by the fluctuating price paid 
to the Japanese fishermen. 

The fishing fleet approves the change in time from 1 year to 6 months 
for the Tariff Commission to make its report under the escape clause 
procedure. In our business, time is of the essence. We have yet to 
discover a means of communicating with the fish in order to have 
them wait to be caught after we accomplish long studies and much 
Washington discussion. 

Actual proof of injury as shown by a disrupted season should be 
proof enough to merit immediate assistance and then, if nec essary, a 
comprehensive study made of the situation. While our Government 
saw no need for assistance during the recent tuna problem under the 
present trade agreements policy, the Japanese industry did. They 
imposed a quota upon themselves which in its original figure might 
have been reasonable. However, that self-imposed quota “has grown 
from a reasonable figure to the present-day figure which covers an 
amount equal to the total production of the American fleet and a figure 
sufficient to include the entire albacore canned market. 

A further test of our ability to compete with low-cost labor will arise 
when we go into a buyers’ market and the foreign-produced product 
will far overshadow us on a cost basis. We are not asking for a law 
to exclude all imports but rather one that will give the American 
workman a fair share of production without the loss of our living 
standards. Experience has demonstrated that the present law does 
not give us this assurance. I believe the Simpson bill is a step in that 
direction on our behalf. The present trade agreements policy has 
simply outlived its usefulness, due to limited application and narrow 
field. 

It seems only sensible to add one member to the Tariff Commission 
and avert a tie decision due to prejudice or political affiliation. 

The clarification of what constitutes injury which should be con- 
sidered by the Tariff Commission ifs perl point finding~: the fact 
that it becomes mandatory upon the President to follow the escape 
clause and peril-point recommendations of the Tariff Commission ; 
the reduction in time for the Tariff Commission to make its report 
under the escape clause; the addi of one member to the Tariff 
Commission make H. R. 4294 attractive to the Pacific coast fish pro- 
ducers. We urge, therefore, that the Simpson bill be reported 
favorably. 

Mr. Jenkins. Any questions? Mr. Curtis? 

Mr. Curris of Missouri. Mr. Case, I would like to find out what 
trade agreements there are now in effect in regard to your industry, and 
vith what countries. 

Mr. Case. As far as I know, sir, there are not trade agreements 
covering fresh or frozen tuna. 

Mr. Curtis of Missouri. That is the reason I was raising the point. 
Where would you be benefited one way or another, if there are no trade 
agreements, under the reciprocal-trade authority? How do you figure 
this will affect your industry ¢ 

Mr. Case. I am afraid I don’t quite understand your question, sir. 

Mr. Curtis of Missouri. Well, my original question was: What 
trade agreements have been made by the United States that would 
affect your industry? 
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Mr. Case. We have been trying to establish a quota or a tariff with 
the Japanese, for example, on fresh and frozen fish. 

Mr. Curtis of Missouri. Yes, but at the present time there is no 
reciprocal-trade agreement that has been negotiated. Is that correct ¢ 

Mr. Case. No, sir; as far as I know there is none. 

Mr. Curtis of Missouri. So the escape clause and all this does not 
actually apply to your industry ¢ 

Mr. Case. Well, yes: it does, C ongressman, when you are analy Zing 
the entire situation. Imports of tuna canned in brine, for example, 
very greatly affects the revenue to the boats of the fleet. As I say, 
ostensibly we are looking toward the -fresh-frozen, but tuna in brine 
flooded on the American market certainly hurts it equally as much 
as the fresh fish does. 

Mr. Curtis of Missouri. Is there a tariff on that now ? 

Mr. Case. That is right, sir. 

Mr. Curtis of Missouri. And your real complaint, then, is that the 
tariff is not high enough ¢ 

Mr. Case. That is correct, sil 

Mr. Curtis of Missouri. But I do not quite see where the Re pro al 
Trade Act, except in the event that we did enter into a reciprocal-trade 
agreement with Japan, for example, would particularly affect you 
connection with the present legislation ¢ 

Mr. Case. We wouldn't be affected on the fresh and frozen, but we 
canteanTY would be on the tuna canned in brine. 

Mr. Curiis of Missouri. On the tuna canned in brine, 
trade ¢ agreement with any country now ¢ 

Mr. Cas. Well, of course, there is the present 1214-percent duty on 
that because of a trade agreement with Iceland. 

Mr. Curtis of Missouri. Is that a reciprocal-trade agreement t] 
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is there a 
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we have entered into with Iceland? Or don’t you know? 
Mr. CASE. Yes. 
Mr. Curris of Missouri. | might suggest what I am interested 
And I probably should have askes d these questions of other indus 
tries. There are two aspects to this, as I see it. One is purely pro 


cedural, as it affects the method by which we enter into these recip 
rocal-trade agreements, and have our escape clause provisions applied. 
The other thing, which seems to me to be entirely separate, is your 
actual tariffs themselves that might be imposed by the Congress. 
Now, you do not, apparently have reciprocal-trade agreements; there 
are no reciprocal-trade agreements in your industry, as I unde 
stand it. 

Mr. Case. There is one with Iceland, sir, of 1214 percent. 

Mr. Curtis of Missouri. There is one with Iceland ? 

Mr. Case. That is right, sir 

Mr. Curtis of Missouri. And how are you people adversely affected 
by the one with Iceland ? 

Mr. Casr. Well, in the first place, Congressman, there is no tuna 
as far as my fleet is concerned, that comes from Iceland, but because 
of the most-favored-nation policy, Japan reaps the benefit from the 
agreement negotiated with Iceland. 

Mr. Curtis of Missouri. I see. So even though we have such an 
agreement, your industry is unaffected by the reciprocal-trade agree 
ment with Iceland. Thank you. 
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Mr. Jenxrns. If there are no other questions, we thank you. 
Mr. Case. Thank you. 

Mr. Jenkins. The next witness is Mr. James Waugh. 

Is Mr. Waugh here? 


STATEMENT OF JAMES WAUGH, PRESIDENT, CANNERY WORKERS 
UNION OF THE PACIFIC 


Mr. Waven. Mr. Chairman, my name is James Waugh. I am 
pr side nt of the Cannery Workers of the Pacific, Terminal Island. 


[I also speak in behalf ae the Seafarers International Union of 
‘ee ‘a. afliliated with the A. F. of L. 
My p irpose in appearing before this committee is to urge its adop- 


tion of H. R. 4294. otherwise ki — as the Simpson bill, which calls 
for a 1-year extension of the Trade Agreements Act. 

I do not regard it as necessary to furnish details about the tuna 
canning industry inasmuch as the Ways and Means Committee itself 
had the tuna tariff bill before it during the last session of Congress, 
and since full information on the aaa import situation faced 
by the tuna industry was given to the Tariff Commission late in 
1951, when the industry, together with the cannery workers and fisher- 
men applied to the Tariff Commission for relief under the esc ape 
clause. In 1952, hearings were held before the Senate Finance Com- 
mittee on the tuna tariff bill and, again, the details of our case were 
laid before that committee. 

This was followed by an investigation, ordered by the Senate 
Finance Committee and conducted by the Tariff Commission in 1952, 
That Commission has just made a long report on the industry. A 
parallel study was made by the Fish : and Wildlife Service of the De- 
partment of Interior. That Service went into great detail, as well 
is did the Tariff Commission. 

Consequently, we do not believe that it should be necessary to supply 
further information to this committee. Our interest in the present 
hearing is to urge certain changes in the existing Trade Agreements 
Act because we feel strongly from our experience with it that it is 
not satisfactory. We firmly believe that an industry in order to 
obtain relief under the present escape clause and the present adminis- 
trative setup of the Tariff Commission must be virtually bankrupt 
before there would be any hope og gaining relief from th: at source, 

The Simpson bill was especially designed to improve the admin- 
istration of the escape clause under the Tariff Commission. The bill 
was not hastily thrown together but is the result of several years of 
( xperience and of close study and discussion. 

Most of our competition comes from Japan and it is a well-known 
fact that wages in Japan are far below those paid in this country. 
We also have competition from Peru, and wages there are also below 
ours, although not as much so as in Japan. We think that the best 
system of protection from low-wage countries wage competition lies in 
establishing an import quota which would permit these other countries 
to enjoy a reasonable share of this market without having the power 
to break down our wage standards and without displacing our 
worke rs. 

I want to say as plainly as I can that we believe that extension of 
the Trade Agreements Act in its present form would expose us danger- 
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ously to the possibilities of serious injury without any reasonable 
hope of timely relief. 

Therefore, we hope that the Simpson bill will be adopted by this 
committee. We do not believe that we can safely wait a year while 
another study is being conducted. 

Mr. JENKINS. Any questions / 

If not, Mr. Waugh, we thank you very much for your information 
and your very splendid statement. 

Mr. Waven. Thank you. 

Mr. Jenkins. The next witness is Mr. Graw. 

Has Mr. Graw returned ? 

Mr. Lamonte Graw, executive vice president of the Florida Fruit & 
Vegetable Association ? 

Mr. Graw does not answer. 

As I recall this morning the understanding was that Mr. Strackbein 
should be given a chance again to answer some questions that some of 
the members wanted to ask him. 

Are you ready to do that now, Mr. Strackbein ? 


STATEMENT OF 0. R. STRACKBEIN, CHAIRMAN, THE NATIONAL 
LABOR-MANAGEMENT COUNCIL ON FOREIGN TRADE, AND 
CHAIRMAN, NATIONWIDE COMMITTEE ON INDUSTRY, AGRICUL- 
TURE, AND LABOR ON IMPORT-EXPORT POLICY—Resumed 


Mr. Strackeein. Tam. 

Mr. Jenkins. Mr. Mason will inquire. 

Mr. Mason. Mr. Strackbein, I was one of 13 members of the House 
in January 1937 who voted against continuation of the rec iprocal 
trade agreements. I have voted against the continuation of the rec ip- 
rocal trade agreements ever since, every time it has come up for 

extension. 

In view of that fact, and my general attitude toward the reciprocal 
trade agreements program, I want to say that your statement this 
morning was excellent and sound from my standpoint. 

It was brought out this morning that the Assistant Secretary, in a 
statement in Louisiana, said that there would be consternation in 
foreign nations if the Simpson bill was passed. Well, perhaps that 
would be the effect. But, in my opinion, the consternation that is now 
in effect in segments of our own American industry would be done 
away with entirely by the passage of the Simpson bill, and an assurance 
and confidence would take its place among those segments that you 
represent. My interest is primarily with the segments of our own 
industry first, and perhaps secondly, with the consternation that might 
be created in the other countries. 

I want to bring out this thought about this favored-nation clause 
and how that affects this tuna industry that we have just been dis- 
cussing. Will you clarify that for me? 

Mr. Srrackertn. Mr. Mason, in a trade agreement with Iceland, 
a reduction was made in a certain broad classification of fish. Tuna 
not in oi] was classified in that particular paragraph. Now, we did 
not import any tuna from Iceland. We do not now import any tuna 
from Iceland. It was not anticipated at that time that Iceland would 
be exporting tuna to this country. 
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Nonetheless, the effect was that the tariff was reduced from 25 per- 
cent to 1214 percent, or from 1834 to 1214, or perhaps there were 2 dif- 
ferent reductions. Through the operation of the unconditional most- 
favored-nation clause all other countries that ship tuna to this coun- 
try in that form of course got the benefit of the reductions. 

Now, we did not have a trade agreement with Japan. In order 
for Japan to get advantage of this low rate, she had to give us no 
trade agreement at all. She had to make no concession in return. 
She automatically got the reduced rate. 

Mr. Curtis of Missouri. Mr. Mason, will you yield for a question ? 

Mr. Mason. Yes. 

Mr. Curtis of Missouri. In other words, you say that although the 
trade agreement with Iceland did not refer to tuna, or this specific 
type of industry that is conducted on the Pacific coast, nonetheless 
it was regarded as in a similar category, and therefore the favored 
nation clause applied to this Pacific coast industry. 

Is that correct ? 

Mr. Srracksein. That is correct. 

Mr. Curtis of Missouri. Now, I notice that Mr. Case had separated 
the industry into two parts. Would that apply to both parts ! 

Mr. Srrackerin. No; it would not apply to fresh and frozen tuna, 
because there is no tariff on fresh and frozen tuna, and no item that 
is on the free list becomes the subject of a trade agreement, unless 
this country should agree in a trade agreement to bind the particular 
tem on the free list. In that event, it would become actionable under 
the escape clause. 

But that was not done in the case of fresh and frozen tuna. 

Mr. Curtis of Missouri. Now, how long does that agreement with 
Iceland run? Do you know? 

Mr. Srrackeer. It runs indefinitely, until such time as one or the 
other of the two contracting parties gives six months’ notice of its 
intention to terminate. 

Mr. Curtis of Missouri. I see. Is that true, incidentally, of most 
of these trade agreements ? 

Mr. Stracksern. That is true so far as I know, of all the trade 
agreements. In the first place, they were generally made for a 3-year 
period, and then extended indefinitely until such time as 6 months’ 
notice of withdrawal was given. 

Mr. Curtis of Missouri. All right. That brings up the real ques- 
tion I had in mind when I started this interrogation. Suppose we 
were not to continue the reciprocal trade agreements act. In your 
opinion, would not these trade agreements we have previously entered 
into, which cover a good segment of our foreign trade, remain in 
effect ? 

Mr. Srracksein. That is my understanding, that they would con- 
tinue in effect; that our rates would not revert to the Tariff Act of 
1930; and they would not in any case revert until such time as we 
gave notice, 6 months’ notice, of our desire to discontinue a particular 
trade agreement. 

Mr. Curtis of Missouri. So in your opinion, it is necessary cer- 
tainly to continue reciprocal-trade agreements, or at least some form, 
even to keep the escape clause and the peril-point provisions alive, 
because if we did not continue it, you would not even have those, 
would you, to protect you? 
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Mr. Srrackeein. In this particular bill, of course, there 1s no inten- 
tion of discontinuing the trade-agreements program. 

Mr. Curtis of Missouri. I appreciate that. I am trying to get the 
overall picture and your opinion. In other words, suppose we were 
not to continue the Reciprocal Trade Agreements Act. Along with 
that discontinuance would go the peril-point provisions, and your 
escape clause, but there would remain in effect all these reciprocal- 
trade agreements that we have previously negotiated. Is not that the 
picture, or am | wrong ¢ 

Mr. Srracksein. Mr. Curtis, there is some division of legal opinion 
on that point. There is legal opinion that the peril-point law and 
the escape-clause provisions would continue in effect as permanent 
legislation even though the powers to the President to enter into new 
trade agreements were discontinued. 

Mr. Curtis of Missouri. On the theory that they were part of that 
at the time the trade agreements were negotiated. Is that correct / 

Mr. SrrRaAcKBEIN. | assume that that is correct. 

Mr. Curtis of Missouri. But we had a period of 2 years wher. the 
peril-point provisions were out. ‘The 80th Congress put them in, and 
then the 81st Congress took them out, as I recall, and then the 82d 
Congress put them back in. Now, how about a trade agreement nego- 
tiated during the time t] “ provisions were out 

Mr. Srrackeern. Mr. Curtis, there has been no trade agreement 
with the exception ‘of tise renegotiation of the trade agreement with 
Venezuela—there has been no trade agreement, with that exception, 
that has ever been negotiated under the peril-point provision of the 
law. ‘The peril-point provision went into the law during the period 
of 1948-50, I beheve. During that time, the Tariff Commission was 
called upon to find the peril point on the items that were set for nego- 
tiation in the trade agreement at Torquay, England. The Tariff 
Commission did find the peril point, and the United States delegation 
went to Torquay armed with these peril points, so to speak. But 
before those negotiations were completed, the peril point was re- 
pealed, so that it has never guided negotiations. 

Mr. Curtis of Missouri. You say there are those who have the legal 
opinion that the peril-point provisions would still apply to these trade 
agreements, even though we did not continue the Reciprocal Trade 
Agreements Act. 1 do not quite follow their theory if, as you state, 
and I am sure you are accurate in your statement, those were the 
actual negotiations that went on. 

Mr. Srrackpern. The peril point was put back into the law in 1951, 
but there have been no trade agreements, no new trade agreements, 
negotiated since this time, so that the peril point has not come into 
play, with the exception that I mentioned before, of a renegotiation 
with Venezuela. 

Mr. Curtis of Missouri. I wonder, sir, if you would give me your 
opinion. In your opinion, and from the advice that you have re- 
ceived, if the Reciprocal Trade Agreements Act were not continued, 
can you state whether or not the peril-point and escape-clause provi- 
sions would still apply to these trade agreements already negotiated, 
which we have agreed to continue in effect ? 

Mr. Srrackeein. Mr. Curtis, I am not a lawyer, and I would hesi 
tate to answer that question. 
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Mr. Mason. Now, Mr. Chairman, if I may take back the interro- 
gation: 

Just to clear up the point that Mr. Curtis has been trying to get, 
is it not true that in practically every trade agreement we have made, 
if not in every one, an escape clause has been inserted in that trade 
agreement ¢ 

Mr. STRaAcKBEIN. Since 1943, yes. 

Mr. Mason. Then all since that time have an escape clause in them ¢ 

Mr. Srracksein. I think that is absolutely correct. 

Mr. Mason. Now, then, in addition to that, if the reciprocal. trade 
agreement program was wiped out, if we did not extend it, did not 
agree to it, could we not, within 6 months, if we so desired, do away 
with eve ry one of them, change every one of them, put the peril point 
in ever y one ot them, and do what we p le ased by serving the 6 months’ 
notice ? 

Mr. Srrackeern. That certainly would be a possibility. 

Mr. Mason. That is all. 

Mr. Jenkins. Mr. Sadlak. 

Mr. Sapiak. Mr. Chairman, it had seemed, as the day went on, that 
I would not get to Mr. Strackbein. I lost an hour on Saturday by 
being in Connecticut, and this morning I took a plane under daylight 
saving time at 10 minutes to 8 and then I lost that hour again by 
getting here 1 hour earlier, so that I was in time for the committee 
hearings this morning. And then I thought certainly I would miss 
my opportunity with Mr. Strackbein, because I w: Lited for the vote on 
the daylight saving time, and though I had prolonged my stay on the 
floor awaiting the vote, just as 1 got back to the committee the bells 
rang and I had to go back there and vote it. So I am delighted to 
have this opportunity, although it is so late in the day. 

From your vast experience and familiarity with these reciprocal 
trade agreements, Mr. Strackbein, what would you say are the benefits, 
if any, that the workers in industries in Connecticut have had as a 
result of these reciprocal trade agreements ¢ 

Mr. Srrackpern. Mr. Sadlak, I am not too familiar with all the 
industries that are concentrated in Connecticut. I know, of course, 
that the hat and millinery industry is concentrated there. There are 
many metalwork manufacturing industries located there. Also, I 
think lace manufacturing and costume jewelry is located there. The 
fact is that imports have, if anything, been injurious to the industries 
of Connecticut. Ido not know to what extent Connecticut has indus- 
tries that depend upon an export market, and for that reason, I cannot 
answer your question in det: il. Idoknow that the vy have a number of 
industries that are exposed to foreign competition. 

Now, this morning Congressman Kean of New Jersey asked how 

any workers in the United States were employed in industries, di- 
athe employed in industries, that export. He gave a figure of 5 
million. Now, since that time, I have verified the following informa- 
tion: That the Bureau of Labor Statistics of the Department of Labor 
estimates that direct and indirect employment in our industries, ex- 
clusive of agriculture, arising from United States exports. amounts 
to 1,695,000 for the year 1949. No$w, that is direct and indirect. 

Indirect employment is usually calculated at something over 2 to 1 
above the direct employment. You understand that in total employ- 
ment in this country, of some 63 million or 64 million people, there are 
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only 22 million employed directly in manufacturing, mining, lumber 
ing, fishing, and agriculture. 

So the ratio of indirect employment is almost 3 to 1. 

Mr. Kran. Let us correct the record. L did not give that figure. 
I asked you whether that was the figure. 

Mr. StraAcKeeEIn. I thought it was an estimate that you were giving. 

Mr. Sapiak. I did not realize Mr. Kean had come in at this time. 
I wanted to say with reference to the original question which I put to 
you that I shall certainly prosecute it with the administration wit 
nesses when they come here. I have done some research on it, and I 
cannot find that there has been very much help to my great. constitu 
tional State. 

Mr. Strackeein. Mr. Sadlak, I think your State is one of the States 
that does not have the large mass production industries. I think most 
of the industries in your State are among the smaller and the medium- 
size industries. 

Mr. Sapiak. But we have a great many of them. 

Mr. StrackBern. Yes. And those are the ones that presumably are 
to be earmarked for rechanneling of the capital invested in them, and 
the retraining and the relocation of many of their employees. 

Now, it has occurred to me that if rechanneling of invested capital 
and relocation of factories, or relocation and retraining of employees, 
is desirable, it may be easier for the large mass-production industries, 
which have financial surpluses, to diversify their production, to relo- 
cate their plants, to retrain their employees, than it is to ask numerous 
smaller manufacturing units in this country to do so. 

As a matter of fact, not all the large mass-production industries are 
completely specialized. One perfect example is probably the largest 
automobile manufacturing company in this country. That company 
does not confine itself to the manufacture of automobiles, 

Now, if a certain amount of unemployment is likely to result from 
a decline in exports, would it not be easier for these large industries, 
which have a tremendous accumulation of capital, to do some retrain- 
ing and diversifying, rather than calling upon the much smaller indus- 
tries in the smaller communities, where the whole community is 
dependent upon these small industries, to do so? 

Mr. Saptak. You make a very fine point there, Mr. Strackbein, and 
I am very grateful for that observation. Let mecarry on. You men- 
tioned the hat industry. And, of course, the fur felt hats and bodies 
is the one glaring exception in the GATT. 

And you may recall I took quite an active part in my appearance 
and testimony in that investigation before the Tariff Commission 
on the fur felt hats and bodies. You are familiar, as I say, with 
that one exception. Do you know what the situation is with the hat 
industry today ? 

Mr. Srracksern. Imports did decline after the partial restoration 
of the duty asa result of the favorable escape clause action. Nonethe- 
less, imports are still high, and the hat industry, while I am not 
familiar in detail with its present condition, is certainly not in as 
flourishing condition as have been or as are many other industries in 
this country. I think that they are very much worried about the 
resurgence of imports, which have temporarily leveled off. 
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Mind you, one of the sources of importation of hats has been Czecho- 
slovakia, and that source of exports has been virtually eliminated. 
I assume it has been completely eliminated. 

Mr. Sapiak. Therefore, Mr. Strackbein, in your opinion, if there 
is a present injury to the hat industry, just taking the hat industry 
as one, and a mere extension of these agreements was voted, then 
that injury would continue for that year. Is that not so¢ 

Mr. Srracksetn. Oh, yes. 

Mr. Sapiak. Then let us carry it one step further, as I read now 
the new injury criteria provided in the Simpson bill. Would it 
then be your opinion that if we passed the Simpson bill, particularly 
that section dealing with the injury criteria, that would materially 
aid the problems of the employees in the watch, textile, hats, wood 
screws, and bicycles, among other industries, in my particular State? 

Mr. Srracwxeetn. Yes, I think it would. It is certainly designed 
with that end in view. 

Mr. Sapiak. I am glad to have that information from you. I was 
going to also ask you about section 322 of this bill, the import quotas 
for crude petroleum and residual fuel oil, because it seems that that 
is the particular part of this bill on which I am getting a good deal 
of mail. I thought in response to an inquiry made this morning 
that you would desire to leave that to some other witness, but if you 
want to comment on that, 1 would be very glad to hear your 
observation. 

Mr. Srracksern. I think it would be desirable that I left that to 
the witnesses, those concerned, who will be called before this com- 
mittee next week or the week after. I do not remember which. They 
have a full complement of witnesses. 

Mr. Sapiaxk. The other phase of the bill on which I have had a 
good deal of mail, indicating a great deal of concern from Connecti- 
cut, New England, and Northwest industries, has related to lead and 
zinc. However, I will leave those questions to those of that industry 
that will appear here. Thank you very much, Mr. Strackbein. 

Mr. Jenkins. Anything further / 

Has Mr. Graw come into the room ¢ 

If not, the committee stands adjourned until tomorrow at 10 o’clock. 

(Whereupon, at 3:10 p. m., the hearing was adjourned, until 10 
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TUESDAY, APRIL 28, 1953 


House or ReprReEsENTATIVES, 
CoMMITrEs ON Ways AND MEANS, 
Washington, D.C. 

The committee met, at 10 a. m., pursuant to recess, in room 1102, 
House Office Building, Hon. Thomas A. Jenkins, presiding. 

Mr. JENKINS. The committee W il] be in order 

Mr. Reed will be unavoidably detained at an important meeting for 
a few minutes. 

This morning we will continue to hear from the independent pro 
ponents of this legislation. The first witness on the list is Hon. T. 
Millet Hand, a Member of Congress from the State of New Jersey. 

Mr. Hand, will you please come forward and, for the purpose of the 
record, properly identify yourself / 


We are glad to have you here, Mr. Hand. 


STATEMENT OF HON. T. MILLET HAND, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF NEW JERSEY 


Mr Hanp. Mr. Chairman and gentlemen of the committee, first, 
thank you— 

Mr. Jenkins. Mr. Hand, will you just permit me to say that when 
we hi ive groups of sc hool c children hy ere, We usually say something hice 
about them and welcome them. 

Mr. Mason. I have already done that, Mr. Chairman. I went down 
there and introduced myself, and said how delighted I was to have 
those fine-looking young people here. 

Mr. Jenxins. Well, that is a pleasure, though, that you cannot have 
yourself alone, because we want to join with you in that respect, and 
especially we are glad to have these fine young people here. 

Mr. Mason having been a schoolteacher and I having been a school 
teacher, we, of course, know what that means. 

You are welcome to come again. 

All right, Mr. Hand. 

Mr. Hanp. Mr. Chairman, I appreciate the opportunity of testify 
ing briefly on this very important problem, and my testimony in con 
nection with the Simpson bill might be called somewhat indirect. I 
have a bill pending, which has been pending for some time, which is 
H. R. 1027, at this session of the Congress. I took the liberty of dis 
cussing this bill with the gentleman from Pennsylvania a short time 
ago, and he felt that there was sufficient merit in it so that it might be 
heard in connection with his approach to the problem. 
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This bill is a very brief one, and represents the approach that I have 
been able to make to the pending situation. What it provides—and I 
will read from the bill, because it is extremely short—is: 


That on and after the effective date of this act no executive agreement which 
contains any provision for reduction of tariff rates shall become effective until 
such agreements shal! have been filed for a period of 90 days with the Clerk of 
the House of Representatives and with the Secretary of the Senate. If during 
such period of 90 days, the Congress shall, by joint resolution, disapprove the 
agreement, it shall not thereafter be executed and shall for all purposes be void. 


The proach that I have attempted to make, therefore, is some- 


what in line with what we do with reorganization bills, when the 
resident sends down a reorganization plan. It is a valid plan unless 
we talk affirmative action to the contrary. 


‘Bev: the reason for this, the reason for my thought in this connec- 
tion, is that I do not want Congress to get back into the detailed 
methods of writing tariff legislation. I do not believe that any of us 
want that. But, on the other hand, I do want the Congress to reserve 
unto itself its constitutional right and duty to deal wih tariff ques- 
tions when they come up and should be dealt with. 

Conceivably, we can see agreements coming before us, if this bill 
were adopted or something like it were adopted, which would be 80 or 
90 percent good bills, but there might be something in there which is 
extremely dangerous to a large segment of our industry, and Con- 
cress, with respect to that something, ought to be able to have the right 
to act then and not to delegate its power to the Executive for a period 
of maybe 1, 2, or 3 years. 

Now, my interest generally is that I do not think that we want to 
vo back to a high tariff wall or high barrier against trade. I think 
we want to encourage trade. But, at the same time, I have no sym- 
pathy with the position which is so often taken nowadays, that if some 
segment of the American industry, which is important certainly to 
itself and also important to the American economy, should find itself 
up against a situation where it could not survive, so often it is said, 
“Allright. Let them godown. Let them not survive. Because in the 
broad interests we are seeking to achieve, for the benefit of the world 
economy, we will just have to let that industry go down.” I cannot 
take any sympathy with that position. 

I have a special interest in this as well as a general interest, I 
think, and that is because my district is one of the larger glass-man- 
ufacturing industries in the country, and I have seven or eight thou- 
sand workers, a great many of whom are faced with a constant threat 
if the tariff is arranged so that import, for example, from Czecho- 
slovakia can come in almost without limit. 

So I am interested in the problem generally and also with respect 
to that industry, and the textile industry as well. 

Mr. Simpson. Mr. Hand, at what point would you have this matter 
referred to the Congress, after the agreement has been made, or prior 
to its making? 

Mr. Hann. It seems to me that it would be a preferable approach 
to have it referred prior to its execution. 

Mr. Stiwpson. Would you empower Congress to reject the agree- 
ment in part only, or in toto? 

Mr. Hann. J am glad you suggested that, because the way that my 
bill is written, it apparently does not contain that power. But I 
think it certainly should. 
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I think that is one of the points that you and I discussed just. the 
other day. As I say, I can conceive where an agreement might come 
down with 10, 12, or 15 provisions in it, and all of them might be e1 
tirely agreeable to the Congress except 1. We ought to have the right 
then with respect to that 1, which we consider dangerous, to exercise 
so to speak, our power of veto over that 1 particular agreement 

I might say further, Mr. Chairman, that the American Bar Asso 
ciation has been good enough to consider this approach that I make in 
H. R. 1027, and while they pre fer a different approa h, they are in 
favor, as I understand it, of the principle of the bill. They have 
passed a resolution whic h. in my judgment, favors the bill, except that 
it suggests that the approach be positive rather than negative. I 
think that is a dangerous situation. I do not think that we ought to 
be obliged to take affirmative action on every agreement that comes 
before us. 

The only thing that I am arguing for is to rese rve the constitutional 
right of the House * a to say: *Now, this agreement 


in this respect, at lens Is, In our judgment, dangerous to the economy 
ot this country, and we are not goin’ to take it that way. We are 


going to insist hes that part of the agreement be repealed.” 

1 do not feel that we ought to get back into a situation where we 
are writing the details of t ariff legislation, but I do think we ought to 
reserve our right to prot ct the country and the industries of the coun 
tr) against harm. 

In addition to the very considerable interest that the workers in 
these industries have, there is also a national interest, in preserving 
in this coun try cert ain industries which we need, not only in times of 
peace but especially in times of war. I know very little about the 
watch industry, for example, but 1 do know that the skilled watch 
maker, the precision watchmaker, becomes a very important man when 
his efforts are converted into wartime activities In np manufacture 
of precision tools. And the same is true with re spect to Glass. Grlass, 
of course, does ont 01 ily make tumblers and the ordin: uy fixtures that 
we see. In my district, we make medicine containers, vials, and am 
poules, by the millions 2 al cd the skill and the know how to make those 
things must be kept in this co intry. We do not want to be put in a 
position whereby with re pect to any vital materials we have to import 
from abroad. 

Mr. Mason. W) , there? 

During the | ast 30 vears, t cai spec ifically since these ree procal trade 
igreements have been in effect, we have -i { we used to have 25 to 30 
je wel-watch companies operating ; now we have two—that means these 
precision workers that are neded so badly in times of war have been 
di sipated. Two out of some thirty odd are remaining. 

Mr. Hanp. The gentleman makes the point more clearly than I did. 
That is exactly what I had in mind, of course. 

The same thing is true with respect to glass and many other in 
dustries. 

Mr. Siupson. Mr. Hand, some of the industries you have mentioned 
are relative ly small: and, to listen to some of the op pone nts of this 
legislation, you would think they were relatively unimportant to the 
Nation. 

You do not need to enlarge upon that latter statement I made 
about the Nation: but, as important to the worker—your constitutent 
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and mine—it is a vital matter that the industry be continued, is it 
not ¢ 

Mr. Hanp. Well, it is entirely vital, I would say to the gentleman 
from Pennsylvania. The glass industry is perhaps a little bit unique 
in that respect. I mean, some of the more skilled workers have inher- 
ited their skills from their fathers and grandfathers. They area craft, 
a highly skilled work, and they know no other work. They have been 
in the glass industry for a lifetime. And in my district and in many 
other areas of the country—West Virgimia, Ohio, and many others— 
these crafts are established, and the V have de veloped a great know- 
how. They paid excellent wages. The y have excellent wor king con- 
ditions. And it is not an exaggeration to say that the time might come, 
without some reasonable protection for this industry, when that indus- 
try—employing, for example, 7,000 persons in my own district— 
might disappear. 

Mr. Sumpson. It would seem to be the height of folly to make eco- 
nomic casualties of these people and require that they move to Detroit 
or somewhere else to get work in heavy industry, for which they are 
not trained or skilled. 

Mr. Hann. For which they are not trained or skilled, and which they 
ought not to have to do in our ty ype of economy. 

Mr. Simpson. And which, as American citizens, they do not want 
to do. 

Mr. Hanp. Of course, they don’t. And, again, I emphasize that it 
is not only important to them and to their fs amilies but it is important 
to the country that we have this reserve of skill and know-how in 
intiatentarings plants fot use in wartime. Their wartime use is very 
necessary and effective as in the case of the watch industry that Mr. 
Mason referred to and many others. 

Mr. Suveson. Mr. Congressman, you have made a very effective 
statement which I consider vital in this bill, namely, the protection 
of the small-business enterprise and industry in the United States. 

Mr. Hann. I thank the gentleman. 

And, with the permission of the chairman and the committee, I 
would like to have inserted in the record the resolution of the com- 
mittee of the American Bar Association. 

The Cnatrman. Without objection, it is so ordered. 

(The resolution referred to is as follows :) 


t 
t 


BARNES, RICHARDSON & COLBURN, 
New York, N. Y., March 30, 1958. 


Re H. R. 1027. 


Hon. T. MIL_tet HAND, 
Congress of the United States, 
House of Representatives, Washington, D. C. 

Dear Mr. HAND: Further regarding my letter to you of February 27, and your 
reply thereto of March 4, will say that I plan to be in Washington on April 15 
and would like to see you sometime during the afternoon of that day, if possible. 

I hope to discuss with you the American Bar Association’s resolution for an 
amendment to your bill (H. R. 1027), such suggested amendment being as 
follows: 

“Resolved, That the American Bar Association recommends to the House of 
Representatives that H. R. 1027 be amended by striking out lines 3 to 11, inclusive, 
and inserting in lieu thereof the following: 

‘That on and after the effective date of this act no trade agreement which 
contains any provision for reduction of tariff rates shall become effective unless 
such agreement is filed with the Clerk of the House of Representatives and with 
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the Clerk of the Senate and is approved by a joint resolution within a period of 
90 days from such filing. 

‘*Resolved further, That the committee on customs law be authorized to advo 
ate the adoption of such amendment before the appropriate committees of 


Congress.’ ” 
Sincerely yours, 
A. McC. BARNES, 
Chairman, Standing Committee on Customs Law 

Mr. Jenkins. Mr. Hand, I think you indicated that in your con 
stituency there are great glass-manufacturing plants. Now, then, 
has it come to your attention that glass manufacturers in some sec 
tions have taken a position against this legislation, upon the theory 
that this legislation will, if broad enough, restrict the importation of 
oil and various commodities of that kind of Venezuela and, in turn, 
then, would preclude exports to Venezuela—the glass people do not 
want them shut out, because Venezuela os one of the great purchasers 
of the glass products made in this country ? 

Mr. Hanp. It has not come to my attention, Mr. Jenkins, from the 
glass industry. The glass industry that I know about, both manage- 
ment and labor—Mr. Cook, the president of the American Flint Glass 
Workers’ Union, has been for years vitally interested in this general 
question. But it has come to my attention from one or two other 
segments of industry. One of the large food producers in my district 
recently was in touch with me on the oil section of the bill, and he 
feared the unrestricted importation of oil from Venezuela. But that 
has not come to my attention from any part of the glass industry 
as yet. 

Mr. Jenkins. That is all, Mr. Chairman. 

The Cuamman. I am sorry I was not here, Mr. Hand, when you 
first started your testimony. Naturally, I will look over your bill 
with a good deal of care. 

You know, there is a great disparity between the taxes in this coun- 
try and abroad. The other countries have been lowering their taxes. 
Canada has lowered taxes far below ours. Canada has done away 
with the excess-profit exaction and also given a 20-percent tax relief 
on dividends. 

England has done the same thing. She has reduced her taxes far 
below ours. 

Now, taxes enter into the cost of production. Do you not think that 
the disparity between the taxation in this country and the foreign 
countries should be taken into consideration when we are making up 
these rates ? 

Mr. Hanp. I feel very definitely that it should. And, of course, 
the great disparity in working conditions, and so on. In glass, one 
of our great riv: ils would be Czechoslovakia. 

The Cuamman. Right there, is it not true that Czechoslovakia, to 
vet around the tariff and get her glass in here without restriction, has 
been shipping it in here by the pound ¢ 

Mr. Hanp. | underst and that that device has been resorted to, and 
I would like hanes iis, Mr. Chairman, if I may: That I think we all 
are inclined to favue the theory of reciprocal trade, but I have not 
found where there is too much rec iprocity in some of these things. 
Import quotas have been formulated by other countries. If we did 
that, there would be an outcry. 
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The Cuamman. I challenge anybody to show definitely that there 
has been any reciprocity in these agreements. It is a one-way street. 

Mr. Hanv. That has been my feeling, sir. 

The Cnarrman. If they do make some concessions, they imme- 
diately counter it, as was shown yesterday in regard to motorcycles. 
They would not give an import license. Consequent ly, they are com- 
pletely shut out, although they can lower the tariff 10 percent. 

Thank you very much, Mr. Hand. 

Mr. Hanp. Thank you, Mr. Chairman. 

The CHairMan. The next witness will be Mr. O. M. Reed, Wash- 
ington representative, National Creameries Association. 

Mr. Reed, will you give your full name and address and the purpose 
for which you appear, whom you represent ¢ 


STATEMENT OF OTIE M. REED, WASHINGTON REPRESENTATIVE, 
NATIONAL CREAMERIES ASSOCIATION, ST. PAUL, MINN. 


Mr. Reep. Thank you, sir. 

Mr. Chairman and gentlemen of the committee, my name is Otie M. 
Reed. I am the Washington representative for the National Cream- 
eries Association, which has its headquarters in St. Paul, Minn. 

The CHatrman. Pardon me, Mr. Reed. If I may interrupt a 
minute: I see this is probably a very lengthy, very timely, and very 


important presentation. About how long would you think it would 
take? You see, we a 13 witnesses or more scheduled today. 
Mr. REED. Mr. ¢ ; irmanh, I had inte nded at the start of this state- 


ment to ask for your permission to file the statement as a part of the 
record, and I have briefed it down and will talke from notes. 

The CyarmmMan. About vies long will you require ¢ 

Mr. Rerp. I note in the notice that came to me we are given 20 
minutes, and [ willtry to limit myself to that. 

The Cuamman, Thank you very much. 


Mr. Reep. The N: ational Creameries Association is composed of 
wbout 950 plants which are engaged primarilv in the processing of 
butter and nonfat aarti solids and other dairy products. They are 


located in the States of Minnesota, Wisconsin, Towa, Michigan, 
Kansas, Nebraska, North and South Dakota, and Wyoming. 

Also, in connection with this statement today, I am speaking in 
general for the Dairy Industry Committee, an organization which is 
composed of the national associations, such as the National Cheese 
Institu . the American Butter Institute, the Evaporated Milk Asso- 
ciation, the Dry Milk Association, and the like. 

The e airy farmers that I represent, of which there are some 300,000, 
are Very much interested in the proposals to amend the Trade Agree- 

s Act. and the administration proposals to extend it without any 
change or without any material change. 

Since the enactment of the Trade Agreements Act tariffs have been 
reduced, through negotiation, about as follows: 

Butter, starting with a tariff of 14 cents, was reduced during the 
period November 1 to March 31 of any year, 7 cents per pound on the 
first 50 million pounds, after which the 14-cent-per-pound tariff would 
he effective. 

During the period April 1—July 15 the tariff is 7 cents per pound 
on the first 5 million pounds imported, and hereafter is 14 cents. 
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During the remainder of - period July 16 to October 31, 5 million 
pounds may be imported at 7 cents per pound, and thereafter the tar iff 
goes back to the old rate of 14 cents per pound. 

Also, tariffs have been cut just about in half on the dry-milk solids, 
dry buttermilk, and other dairy items. 

One of our major interests in the tariff situation and in the import 
situation revolves around the fact that we have in this country a price 
support program which is in operation for the dairy farmers, and 
under which our prices are being supported at 90 percent of parity. 

For this coming year, this coming production year, ending March 
31, 1954, prices ure to be supported ata level which will return to 
producers 90 percent of parity for milk and butterfat. Those prices 
are being supported through the purchase of butter, nonfat dry-milk 
solids, and cheese, Cheddar cheese. 

Currently, imports are controlled under section 104 of the De- 
fense Production Act. Under that act, which was made effective in 
1951, the Secretary of Agriculture has imposed embargoes upon the 
importation of butter and nonfat dry-milk solids. Quotas have been 
established on the importation of cheese, and only recent ly Imports of 
dry whole milk and dry buttermilk were placed under embargo. 

I might say that in the last year or so, a great many of the quotas 
with respect to chee Se have been removed. 

Section 104 took the place of the quota restrictions which were in 
effect under the Second War Powers Act, and which expired in mid 
1951. 

At the present time, the administration has requested that section 
104 be terminated. Our concern in the matter is that there be a full 
understanding of the results that will ensue if unlimited imports of 
dairy products are permitted. 

The current situation, as far as production in this country is con 
cerned, is roughly as follows: 

Our milking herd has started to increase. In 1945, for example, 
we had 27,800,000 cows and heifers kept for milk on farms as of 
January 1. That number declined steadily until 1952, when it was 
23,400,000 cows. This year it increased to almost 24 million head. It 
appears to us that the downward trend in cow numbers has definitely 
been arrested, and the numbers are on the upturn. 

Production has been maintained fairly well, due very largely to in 
creased production per cow, which, over the last 12 years, has shown a 
continuous increase. 

In 1945, the year of peak production, we produced 119.8 billion 
pounds of milk in this country. 

In 1951, this had fallen to 119.8, and in 1952, we produced 115.1. 

From the point of view of per capita milk production, we are at the 
lowest point in many years. We reached our peak of per capita milk 
production in 1942, at 879 pounds per capita of the popul: ition. Last 
vear, 1952, it was 733 pounds per capita. 

There has been a great shift in the utilization of milk. Butter 
consumption, for example, which averaged 16.7 pounds per capita 
during the period 1935-39 was 8.7 pounds in 1952. Most of the other 
dairy products show some slight increase. Fluid milk and cream 
eae increase over the most recent years, although it is consider- 
ably below the per capita peak reached in 1945. 
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The way the situation is going now, we expect milk production 
this year to be about last year, although, of course, drvught and 
other adverse growing conditions might change the picture. 

We are frequently told that the United States would not import 
many dairy products even if all quotas were removed. We find it 
necessary to disagree with that statement. For example, there is a 
very large volume of production in the major producing countries 
of the world. Taking the major producing countries in 1951, the 
latest data I have, they produced all together 4.5 billion pounds of 
butter, 3.8 billion pounds of cheese, 5 billion pounds of canned milk, 
and 1.1 billion pounds of dried milk products. 

The international movement in the manufacture of dairy products 
is significant. In 1951, Denm: ark exported 303 million pounds; Neth- 
erlands, 119 million; Sweden, 58 million; Australia, 76 million; New 
Zealand, 101 million. There were also bery significant international 
movements of cheese and other dairy products. 

In international trade at the present time, the largest importing 
country, by far, is the United Kingdom. 

My statement, Mr. Chairman, has detailed figures on all these, so I 
um just through them very r: apidly. 

The Cnuairman. Very £0 ood. Thank you. 

Mr. Reep. We think it is necessary that we have positive import 
controls on dairy sella As I indicated, we have a situation in 
this country where we have a price-support program which is sup- 
posed to return to the producer 90 percent of the parity price. That 
is for milk and butterfat. 

Also, you gentlemen will recall that the basic commodities, corn, 
cotton, tobacco, wheat, peanuts, and rice, are supported at 90 percent 
of parity through loans and purchases on a mandatory basis until the 
end of the next growing season. 

Currently, our support price on butter is 6534 cents per pound, 
basis Chicago, and on dry milk it is 16 cents per pound. 

Currently, the Government is purchasing around a million pounds 
of butter per day in order to support the price at 90 percent of parity. 
It has in inventory approximately 132 million pounds of butter, which 
are not earmarked for any program, and it has a significant volume 
of dry-milk solids in inventory at the present time. 

Although these figures may seem quite huge, it is interesting to 
note that they comprise only 2 to 3 percent of the total milk produc- 
tion in this country; so that from the standpoint of relationship of 
the total purchases to our total production, it 1s quite small. 

For many years there has been in our view, a conflict in our domestic 
farm policy goals and our foreign trade policy goals. Under the 
Trade Agreements Act, efforts have been made to reduce tariffs and 

free international trade of some of the restrictions and barriers, 
affecting it. On the other hand, in our domestic farm policy, we 
have all been striving toward achieving the goal of parity prices for 
farmers. ‘These programs so far have never been correlated from a 
policy point of view, so that we find some of the departments of the 
executive branch going in one direction and other departments going 
in another. 

We hope that the Congress will take cognizance of that situation 
and do something to correct it. 
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The main reason that unlimited imports would be disastrous at this 
time is, first, as I have indicated, we are only barely maintaining milk 
production, and it is to be remembered that at the same time our popu 
Jation is increasing about 2 percent per year. . 

Secondly, our price-support program, our price levels, are consid 
erably above world prices. 

Incidentally, there is not 2 true free world price for butter or othe 
dairy products that [ can ascertain. 

As I indicated before, the United Kingdom is by far the greatest 
importer, and imports of butter into the United Kingdom are effec- 
tuated under the vgovernment-to-government agreements which have 
heen entered between the Governments of the United Kingdom, 
Australia, New Zealand, Canada, and Denmark, and, I think, the 
Netherlands. Under those agreements, the prices are fixed at certain 
levels. During the 1952—53 contract year, Australian choice grade 
butter, their finest butter, will be sold to the United Kingdom at 39.2 
cents per pound in American money. New Zealand butter, finest 
grade, at the same price. Butter from Denmark goes to the United 
Kingdom at 42.2 cents per pound. 

If we take those contract prices as representing the prices at which 
those countries can afford to sell butter, and they do sell by far the 
greater proportion of their volume at those prices, we can arrive at an 
estimate of about what the price would be in this country on imported 
butter. The tariff on the first 60 million pounds, plus about 4 cents 
handling charges, would bring those prices to a laid-down cost in the 
United States of around 52 to 53 cents per pound, which is consid 
erably under our price-support program. 

The result of removing the quota restrictions on butter and at the 
same time maintaining a price-support program at its current level 
in this country would be to invite very large shipments of such butter 
to the United States, which we would have to buy. 

We feel that that would go very far toward wrecking the price 
support program for the Aemrican dairy farmer. We do not believe 
that the C ongress intended, and cert: ainly we do not agree with the 
thesis that our price-support program for American agriculture should 
be converted to a price support program for the world. Undoul tedly, 
we would be in the position of purchasing many millions of pounds of 
butter, under this type of program, and in all probability we would 
have great difficulty im disposing of it. 

Prior to the war, when we operated surph is-removal programs, there 
were 8 million people on relief, and significant volumes of butter and 
other agricultural commodities could be distributed to them. That 
situation does not obtain today. 

About our only recourse, we think, would be just to turn around, 
wfter having purchased the butter at high prices, and resell it for 
whatever we could vel for it in foreign-trade channels. 

I would like to comment in passing that there have been many ad 
verse comments as to the cost of the dairy price support program. 
Since the war, the ¢ ‘ommodity Credit Corporation has sustained losses 
of $132 million in the pure ‘hase program for dairy products from an 
or igin: al cost of around $300 million. That does not include, of course, 
the operations currently under way. Losses on butter during the 
period were only $48 million as compared to a cost of around $150 
million. I am sure you gentlemen are familiar with the costs of some 
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of the other price-support programs, and, we think, in the dairy field, 
that ours has been rather small, relative to the very great contribution 
that the dairy industry makes to the American farmer. 

We are told that the dairy industry in this country is an export 


industry. I have a number of figures in my brief, Mr. Chairman, 


which show th exports over a number of years. Those exports 
always were very large during wartime periods and immediately fol- 
lowing and then they dwindled to practically nothing. We have never 
had a normal export trade in dairy products of any great significance. 
Mostly, in normal times, our exports are canned milk and dry-milk 
products to the Central and South American Republics and to the 
countries in the Pacifie Basin. 

We are told by some of our agricultural colleagues that we should 
permit large dairy imports in order for other governments or coun- 
tries to be able to purchase our export commodities. Now, our major 
agricultural exports are wheat, cotton, tobacco, and fats and oils, 
mainly lard. On the average, they account for about 75 percent of 
our exports. However, we submit that we should not ruin the dairy 
industry to maintain those exports. They probably will be exported 
in any event; at least, they have bee nin the past. 

I have some more arguments in that connection, Mr. Chairman, but 
I wish to refer the members of the committee to the brief and go ahead 
with our recommendations. 

The Carman. Those notes that you are putting to one side cover 
the information you have just been testifying to? 

Mr. Rerp. Yes. 

Phe CuHarrMan. Then it will not be necessary for those to go in the 
record, You just want your brief in the record and your oral state- 
ment you are now giv ing to us, 

Mr. Reep. That is correct, 

The Cuatrman. I think if you 1 feel you have time in your 20 minutes, 
we have a aaa list of witnesses here and may have to go to the floor 
this afternoon, and I would just like to inquire, and then Mr. Jenkins 
wants to inquire, 

I notice here in your brief and in your statement that we are pur- 
chasing under the price-support program something like a million 
pounds a day of butter. Is that nght? 

Mr. Rerp. Yes, sir. We are purchasing domestic butter. 

The Cuairman. And the Government now has on hand 132 million 
pounds. Is that right ? 

Mr. Reep. That is correct, sir 

The Crairnman. Well, the tariff is 7 percent on the first 60 million. 
Is that right ? 

Mr. Reep. That is right. 

The Cuamman. And something like 14 cents a pound above the 60 
million. Is that right? 

Mr. Reep. That is right, siz 

The CHatrman. Now, you made a statement that interested me. 
You stated that that only constituted a very small proportion of our 
production. I guess you said 2 percent, did you not ? 

Mr. Rerp. That is right, of our total production of milk. 

The Cuaimrman. That, of course, is a specious argument. We can 
have a rainfall over the country and it may average maybe a half an 
inch. But if that entire amount of water strikes at one particular 
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spot, it wipes out that community. That is the way with Denmark. 
They can send a ton of butter to the New York market cheaper by 
water than we can send a ton of butter from western New York by r: vil 
to New York City. 1 have a dairy section. Denmark has a tremen- 
dous advantage in marketing. And when they do put in a big load, 
when prices are high, they break the market, do they not ¢ 

Mr. Reep. Yes, sir. 

‘The Cuairnman. And that is true in Chicago as well. 

Mr. Reep. That is right. 

What I was trying to do, Mr. Chairman, was to put the size of the 
purchases in the proper perspective relative to production in this 
country. I agree with you heartily that a small volume of imports 
has the effect you suggested. 

The Cuatrman. It seems fantastic to me, because I know that the 
administration is deeply concerned with the amount of the 132 million 
pounds of butter on hand, lest it become rancid. They do not know 
what to do with it unless they can give it away to schools and relief 
and one thing and another. And to let the rest of the countries have 
the benefit of our market here and get ourselves into such a position 
as that, 1 do not think jibes with reason. 

Mr. Reep. We agree with you very firmly, 

Mr. Cooper. May I ask one question for Saduannd ition ¢ 

The butter amounts referred to in the question by Mr. Reed, based 
on your statement; that is domestic butter, is it not? 

Mr. Reep. Yes, sir. 

Mr. Cooper. All of it is domestic butter that is being purchased un- 
der the agricultural program ¢ 

Mr. Reep. Yes, sir. 

The Cuatrman. That is right. And in the meantime, of course, we 
are accentuating the situation by letting in the import 

Mr. Reep. We certainly will, sir, if we let them come in. 

Now, the administration has‘recommended that section 104 be ter 
minated. That is, section 104 of the Defense Production Act: or, 
rather, that it be allowed to expire as of June 30 of this year. And 
that they will handle the situation on the basis of the section 22 au 
thority, section 22 of the Agricultural Adjustment Act. 

Our experience with regard to operations under section is in the 
pa st has not been satisfactory. We do not wish to infer at all that 
this administration is not going to try sincerely to adminis us section 
22 in a proper fashion. Nevertheless, section 22 is a cumbersome 
mechanism. It involves going through long-drawn-out procedures, 
and the like of that; it involves a large number of interagency coope1 
ative operations, all of which are quite time consuming, and which 
we think do not mean much in the situation. 

The CHarmman. Pardon me. What you are testifying now is in 
the brief, is it not? 

Mr. Reep. Yes, sir. 

The Cnarmman. I think, then, we will let Mr. Jenkins inquire, and 
the other members if they wish. 

Mr. Jenkins. Mr. Reed, your statement, your brief, and all put 
together, indicates that you represent the segment of the national 
interest that is going to be very important in the consideration of 
this legislation. 

Mr. Reep. Yes, sir. 
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Mr. JENKINS. Now, we are confronted with the Government buying 
great surpluses of butter, and that does not come from abroad? 

Mr. Reep. No, sir; it does not come from abroad. 

Mr. Jenkins. In addition to what the Government buys, there are 
great quantities that come from abroad. 

Mr. Reep. They certainly are. 

Mr. Jenxins. Now, with all that, here is what comes home to me. 
I used to milk the cows. Now, all this butter and cheese and every- 
thing comes from the milk. And you say that per capita production 
of milk is falling off. 

Mr. Reep. That is right. 

Mr. Jenkins. In our country. 

Mr. Reep. That is right. 

Mr. Jenkins. It would look to me as if something ought to be done 
to guarantee an increase in the production of milk just as the popula- 
tion increases and the demand for milk increases. We ought to supp ly 
that milk and supply the cheese and supply the butter and su ipply all 
those things ourselves, and if we do not, if we are going to let the milk 
production go down year after year, as it has, we are going to have a 
calamity sometime. 

Mr. Keep. The reason our milk production has gone down, sir, we 
think, or is not maintaining pace with the population, is that prices 
have just not been high enough in relation to other agricultural enter- 
prises to maintain the milking herd. Of course. there are lots of labor 
difficulties involved in dairy production, But production conditions 
have not been appropriate to maintaining this production. And our 
concern is th: it if our price level shoul I diminish further, to reach 
world ore levels, we will practically wipe out the dairy industry, 
particularly in the large midwestern producing areas 

Mr. Jenkins. That ought not to develop or be | rought about. 

Mr. Reep. Of course, as dairymen, we think it would be a very bad 
thing, sir. 

ae NKiNs. That is all, Mr. Chairman. 

Mr. Coorrer. Let ae) ne more que stion,if Tmay. 

The pr n in dairy products, in this country, you say, has been 
increasing? The produc tion has been going down ¢ 

Mr. Reep. The production in relation to the population ; yes, sir. 

Mr. Coorrr. Well, has that been due to imports from other 
countries ¢ 

Mr. Reep. No. 

Mr. Coorrr. ‘Thank you. 

Mr. Reep. It has been due to the price levels largely and the labor 
difficulties, and the like. 

The Cuairman. Mr. Eberharter will inquire. 

Mr. Exsernarrer. Mr. Reed, I take it you favor the continuation 
of the so called section 104 in effect ? 

Mr. Reep. Our feeling, Congressman, on that, is this: The admin- 
istration has requested that the Trade Agreements Act be passed with 
out material change this year. Section 104 has proved to be a fairly 
effective device for controlling imports in regard to our price-support 
program. We do not think it desirable to allow something that has 
been proved to work to lapse, without being sure that we have some- 
thing in its place that will handle the matter appropriately. 
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Mr. Esernmartrer. Well, you are well aware of the fact that the 
executive branch of the Government, as represented by the State 
Department, has advocated the repeal of section 104, all along, ever 
since enactment, and they opposed it at the time ? 

Mr. Reep. Yes, sir, they have. 

Mr. Epernarrer. And you think that was a good provision ? 

Mr. Reep. Section 104¢ Yes, sir. 

Mr. Enernarrer. Do you know any European countries that took 
some action, after the United States passed that legislation, with re 
spect to curtailing imports from the United States / 

Mr. Rerp. I am not too familiar with the details of it, sir, but I 
understand that the Netherlands reduced their imports of wheat from 
the United States. I also know that there were a number of protests 
made to the State Department concerning the matter. 

Mr. Esernarrer. From other countries in Europe? 

Mr. Reep. That is right. 

Mr. Enernarrer. From France and Italy and Norway and Den 
mark ¢ 

Mr. Reep. That is right. 

Mr. Esernarrer. And all of those hinted, or perhaps you might say 
threatened, to also curtail their exports; that is, the United States 
exports into their country. 

Mr. Reep. That is right. 

Mr. Epernarter. Do you think they were justified in taking that 
action? For instance, do you think the Netherlands was justified 
in the action they took ? 

Mr. Reep. No, sir; I do not think so. 

Mr. Eseriarrer. Well, if they, in their opinion, felt it was the 
only thing they could do to peas save the economy of their country, 
to place quotas on the importation of goods from the United States, 
do you not think they were justified in doing it ? 

Mr. Reep. Well, I look at it this way, sir: As far as the import quotas 
under section 104 that have been established are concerned, we have 
permitted imports of foreign-type cheeses on the basis of a base 
period determined by the Secretary of Agriculture. Most of the for 
eign-type cheese at the present time is free of import restriction. 

Now, with regard to butter, we have never been a normal market, a 
usual market for any of Netherlands’ butter, or Denmark’s butter, or 
Australia’s, or New Zealand’s. 

Mr. Exernarrer. They have been a good buyer from the United 
States in the purchase of wheat and other farm products, have they 
not ¢ 

Mr. Reep. They may well have been. 

Mr. Esernarter. They have been, in their history. 

Mr. Reep. That may very well be, surely. 

Mr. Esernarrer. So, do you think that up to now we have had the 
best of it? 

Mr. Reep. No; I would not say so. 

Mr. Esernarrer. At least until section 104 was passed ? 

Mr. Reep. No, I would not say that, because heretofore they have 
not been financing a great deal of their purchases of wheat, as Ire 
call the figures, by the d: airy products they are exporting to us. 

Mr. Kneruarrer. Tell me this, then: Who ‘ao you think suffered 
when the United States could not sell some percentage of its wheat 
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to the Netherlands? Do you think the American farmers suffered, 
or do you think all the taxpayers all over the country suffered, by 
reason . the support prices for wheat? Or who do you think suf- 
fered, if anybody, by reason of the prohibition of imports of wheat 
to the Netherlands? 

Mr. Rerep. Well of course 

Mr. Exvernarrer. Do you think the American economy as a whole 
suffered from it ? 

Mr. Reep. I doubt that the American economy as a whole suffered 
nearly as much from that reduction of exports of wheat to the Nether- 
lands as it would have from a very serious import of dairy products 





into this country. 

Mr. Enernarrer. Then suppose France and Italv and Norway and 
Sweden and Denmark and Belgium take the same attitude with respect 
to this subject that the Netherlands have taken. 

Do you think that would have any effect — the taxpayers of the 
United States or upon the farmers’ products ? 

Mr. Reep. Oh, I think it would. 

Mr. Esernarrer. You think it would? 

Mr. Reep. I think so. 

Mr. Esernarrer. So do you not think it would be better to make u 


real formative agreement with these countries so that we could all get 


along in harmony and not erect these walls against exports and im- 
ports? Do you think the United States can afford to take arbitrary 


unilateral action in cases of this kind ? 

Mr. Reep. I don’t think, sir, that we take any more unilateral action 
than a lot of the other countries do. One of the main reasons it was 
necessary to put on quota restrictions was the fact that currencies 
were so devalued that our tariffs, for the time being. at least, which 
had been negotiated under the Trade Agreements Act, became ineffec- 
tive. 

Mr. Enernarrer. Well, Mr. Reed, if this Congress passed an act 
setting forth certain quotas on cheese and butter and creamery prod- 
ucts, would we not be acting unilaterally ? 

Mr. Reep. Perhaps we would. But I think your answer on that, 
sir, the way I would answer it would be this: That in laws oe 
with the economy we must consider the economy as a whole. Now, i 
is our judgment that to permit a very serious decline in the a 
industry in this country would be a very, very bad thing, not only from 
the point of view of the fact that d: ry ing contributes very greatly at 
the present time to our farm income, but it is also an enterprise that 
has a great deal to do with the maintenance of soil productivity, and 
it is also an enterprise that has a great deal to do with the national 
security, because these are highly nutritive commodities that are pro- 
duced, and we cannot rely upon foreign sources for the milk supplies 
and dairy-product supplies for our people. 

Mr. Enernartrer. Now, I think we are right down to the meat of 
the argument here. You said we should consider the economy as a 
whole, did you not ? 

Mr. Reep. Yes, sir. 

Mr. Enernarrer. Now, do you mean the economy of the United 
States as a whole, or the economy of the world as a whole? 

Mr. Reep. I mean the economy of the United States as a whole. IT 
am not able to talk about the economy of the world. 
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Mr. Esertiarrer. And then you come down to considering the econ 
omy of the United States, and your position is that regardless of the 
economy of Europe or Asia or other parts of the world, we should 
consider only the economy as it affects the United States, and you 
think a unilateral action by the United States is the best way of 
handling that problem ¢ 

Mr. Kern. I think that is probably carrying my statement a little 
too far, sir, at least further than I intended it to be carried. What 1 
mean, cubated our economy in relation to the total, is this: 1f we 
are going to grant concessions on a very important industry which give 
us more 1n the way of harm than anything we get in return, I think 
that is a very bad bargain. And I think our bargaining, and our 
operations on this should be designed to be mutually advantageous. 

sut I can’t for the life of me, see anything th: it is advant: ageous enough 
to the dairy farmers in the Midwest to offset the ruin of their industry. 

Mr. Exernarrer. Well, now you are narrowing it down to the dairy 
farmers. Do you think the dairy farmers should take into consid 
eration not only their own economic benefit but also the economic 
benefit to the American farmers, say, and to the American manufac- 
turers? 

Mr. Reep. I think so, and I think they do. 

Mr. Esernarrer. And so, if that is taken into consideration, and 
there is more harm to the American economy as a whole than there 
would be benefit to the dairy industry alone, do you not think that the 
entire subject should be a matter of negotiation and agreement, rather 
than unilateral action ‘ 

Mr. Reep. I think in any kind of a vast decision of that nature, which 
would entail the diminution of an American enterprise of some mag- 
nitude, that authority should be one that should be kept in the hands 
of the elected representatives of the people. 

Mr. Esvernarrer. Do you think as a practical matter, now, that this 
committee, even this small portion of the entire Congress of the United 
States, could solve those problems, take into consideration all the 
effects of the American economy, on this one subject of butter, and as 
the next thing go into wheat and rye and oats and tobacco and all of 
that? Asa practical matter, do you think it would ever work ? 

Mr. Reep. I certainly think it could work in this respect, that the 
limits of the negotiation could very well be prescribed by the Congress. 

Mr. Exernarrer. But you are not asking us to act by negotiation. 
You are asking this committee to recommend an arbitrary unilateral 
action by the Congress of the United States for the benefit of the 
dairy industry. That is what you are asking. 

Mr. Reep. What we are asking ) you to do is to coordinate the goals 
of the domestic farm policy, the price-support goals, and your foreign- 
policy goals, 

Mr. Exerwarrer. Then, if we do that, of course, we will have to 
consider the wheat farmers’ problem, where we are going to sell his 
wheat. We will have to consider all the other farmers who raise dif- 
ferent crops, where they are going to find a market. Or are we just 
going to sustain ourselves by support prices at the cost of the American 
taxpayer ? 

Mr. Reep. That is one of the main reasons we are arguing for import 
controls, that as long as we have price-support programs, and our 
prices are maintained above world levels, we do not think you can 
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permit large-scale imports to come in. We certainly don’t want 
pr ic e- support progr ams 1n this Cc ountry to serve as pr ice- support pr 0- 
We don’t think it would last ver y long in any 






grams for the world. 
rase, 

Mr. Esernartrer. Then do you think we ought to lower our level of 
price supports to the American farmer? 

Mr. Reep. No, not under the current circumstances, sir. I do not. 
Last year, when the 90 percent of parity mandatory law was before 
the Congress, my organization and a number of other organizations 
argued against inflexible price supports. However, the inflexible 
price supports, sometimes called mandatory price supports, at 90 per- 
cent of parity, were enacted for the basic commodities. 

Now, as far as dairying is concerned, this year we recommended to 
the Secretary that he establish our support prices at 90 percent of 
parity. And why? For the reason that a great part of our costs 
are conditioned upon the price-support program for some of the basic 
commodities. We feed dairy cows products produced from the grains 
and from corn and from wheat and from cotton. And we did not 
think it fair or wise that our prices be reduced materially below the 
90-percent level while these others are held at mandatory levels by law. 

Mr. Esernarrer. Well, I might say, Mr. Reed, that I think you 
disagree with most of the other farming elements of the country, as 
indicated by our Members of Congress, Members of both the House 
and the Senate. Of course, do you not think there is something to 
the idea that perhaps butter has priced itself out of the market? 

Mr. Reep. No, I do not. 

Mr. Esernarrer. You do not think oleo has something to do with 
the bad conditions of the dairy industry? 

Mr. Reep. Unquestionably, the oleo production, which now is run- 
ning above the level of butter production for the first time in history, 
is one of the major reasons that we are buying considerable butter. 

But the facts are that even at the prices at which butter is now being 
sold, and has been, for the last year or so, butter production has not 
been maintained. 

Mr. Esnernarrer. Well, that is because of the competition of the 
vleo. And, of course, you would not say that the Congress was wise 
in permitting oleo to be sold as it is today. and taking away the re- 
strictions that have heretofore existed against the sale of oleo. You 
did not approve of that action by the Congress, did you? 

Mr. Reep. Well, we didn’t approve of the use of the yellow color, sir. 

Mr. Esernarrer. In other words, you want restrictions maintained 
on its sale? 

Mr. Reep. That is right. We think it is a direct imitation. But 
it has been permitted by law to imitate very strikingly all of the 
major characteristics of butter. 

Mr. Evernarrer. Of course, Mr. Reed, I do not see why I should be 
here arguing for the farmer, because I come from the city. But 
nevertheless, I would like to see the whole farm economy prosperous. 

I am afraid if we followed your suggestion we might be hurting the 
economy of all of the other farmers of the country. 

Thank you very much. 

Mr. Chairman, may I ask unanimous consent to place in the record 
a statement made by Mr. Harold F. Linder, Assistant Secretary for 
Economic Affairs of the Department of State of the United States, a 











































TRADE AGREEMENTS EXTENSION ACT OF 1953 109 


statement before the Senate Committee on Agriculture and Forestry, 
on April 10, 1953, and also a statement by the same gentleman before 
the House Special Dairy Investigating Committee, made on April 16, 
1953. 

The Cuarman. Without objection, it is so ordered. 

(The statements referred to are as follows:) 


[Department of State press release, April 10, 1953, No. 186] 


TESTIMONY OF HaRo_tp F. LINDER, ASSISTANT SECRETARY FOR ECONOMIC AFFAIRS, 
DEPARTMENT OF STATE, BEFORE THE SENATE COMMITTEE ON AGRICULTURE AND 
FORESTRY, APRIL 10, 1953 


My name is Harold F. Linder. I am the Assistant Secretary of State for 
Heonomie Affairs. 

I was very glad to receive the committee’s invitation to comment, on behalf 
of the Department of State, on the relation of our agricultural imports and exports 
to our domestic agricultural programs, 

This is a subject which, all too frequently, is dealt with in bits and pieces, as 
emergency situations arise, It is timely, it seems to me, for these problems to be 
reviewed in some systematic way, so that we can find a course most in harmony) 
with our natioual objectives. I think that such a course can be found and that 
reviews of the sort your committee is conducting are needed to help find it 

On the surface, it might appear that there was no need for Americans to worry 
very much either about exports or imports. Superfically, we seem to have a 
fairly self-sufficient economy. When we look at the figures in the aggregate, 
neither our imports nor our exports seem to buik very large, compared to what 
we produce at home. For every dollar of domestic production, we import only 3 
cents worth and we export only 4 cents worth of goods. Except for the Soviet 
Union, these figures are lower than those of any major country in the world 

Yet, like so many figures of this kind, the impression they give is deceptive 
The fact is that critical parts of our economy are geared to doing a substantial 
amount of business with foreign countries. This is especially true, as you know, 
in the field of agriculture. We sell a great deal of our cotton, our wheat, our 
tebaceo, and our rice overseas; last year, for example, just under 40 percent of 
each of these crops was marketed abroad. To a lesser extent, we market a good 
many of our specialty crops abroad, as well. Our apple, orange, raisin, and prune 
producers, have always relied on foreign markets to provide the extra margin of 
profit that makes the difference between a lean year and a prosperous one. Taken 
ail together, these exports require the use of about 60 million acres of American 
farmiand, an area larger than the cultivated areas of all our Southeastern 
States. 

The importance to the farmer of his export markets is something of which he 
himself is not always aware. As far as the farmer is concerned, his contact is 
with domestic merchants, not with foreign users. What he is not in a position 
to see is that these crops are resold by these merchants for export abroad. Once 
these foreign markets dry up, the pipeline is clogged and the domestic buyers 
disappear. 

Another point that needs to be stressed is the fact that when foreign markets 
for our export crops are reduced, it is not the cotton or wheat or tobacco farmer 
alone who is affected. Our whole agricultural economy feels the effect, through 
a number of different channels. Perhaps the most important result is that 
farmers tend to turn over some of their land from export crops to domestic 
crops ; from cotton to cattle grazing ; from tobacco to truck farming; from wheat 
to dairying; and so on. And the resultant pressures are felt throughout the whole 
range of agricultural production. Prosperity for our export crop producers, there 
fore, is inseparably tied in with prosperity for the farmer producing for the home 
market. 

This brings me to the next stage of our problem. How can we maintain a 
situation in which our overseas markets remain willing and able to buy American 
agricultural products? The Marshall plan answered this problem to some extent 
Of course, the Marshall plan was conceived for a much larger purpose and accom- 
plished a great deal more than simply providing an overseas market for American 
farmers. But it did serve the incidental purpose of providing foreign countries 
with dollars, some of which were used to buy our American export crops 
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This means of disposing of American farm products, however, is one which 
none of us wants to continue for any longer than necessary, neither the American 
taxpayer nor the American farmer nor even the foreign governments who re- 
ceive our aid. Foreign buying must be placed on a basis on which it pays its 
own way. The only practical way of achieving this is to make sure that the 
foreign countries have every reasonable opportunity to earn the dollars that 
they need to buy our American products-—which means that foreign countries 
should have every reasonable chance to sell their goods in our markets. 

It is at this point that American agriculture is faced with a dilemma. Some of 
the products which other countries have been selling to us and want to keep on 
selling to us are items which we can produce for ourselves, provided domestic 
prices are high enough. And one way of helping to keep these prices high, in 
addition to Government buying, is to reduce or eliminate the imports we have been 
receiving from foreign producers. 

A reduction of imports is often an attractive and seemingly painless solution, 
when one segment or another of American agriculture is demanding some action. 
Yet when we apply restrictions to keep out the normal imports of foreign pro- 
ducers, we clearly are running serious risks. Foreigners, finding that their 
American market is gone, will be forced to cut back on their purchases of our 
export crops as a result. And some of the farmers who previously raised export 
crops will turn to production for the home market, thereby adding to home com 
petition and adding to the pressure on our support programs. Everybody may 
lose; our cotton farmers may lose their markets overseas, and foreign producers 
may lose their domestic markets in the United States. We balance our trade with 
the rest of the world in the worst possible way—by restricting it both ways. 

I do not pretend to have any easy answers for this dilemma which American 
agriculture faces. As long as we recognize the equity of support prices for. the 
American farmer, we shall always be faced with the problem of reconciling the 
farmer’s interest in maintaining these programs and his interest in maintaining 
his overseas markets. We may never be able to achieve a perfect balance hetween 
these two interests sut I feel sure that we can achieve a better balance than our 
present policies now provide. 

I have had occasion to make these points to a good many groups in the recent 
past and from time to time I have been told: “This is all very well, but isn’t it 
true that countries abroad are imposing more and more restrictions on American 
products and that their current dependence on our cotton, wheat, tobacco, etc., 
is no more than a flash in the pan?’ 

To begin with, I want to point out that the reasons that countries maintain 
their present restrictions on some American products is precisely because they 
are buying other American products so heavily. In other words, the demand 
of foreigners for American exports has grown much faster than the dollars that 
they have heen able to earn: as a result, foreign governments have had to 
ration their supply of scarce dollars for the various competing demands which 
have heen made upon them. And in rationing their scarce dollars, many of these 
countries have tried to reduce their purchases of apples, peaches, and other 
less basic products as a way of meeting part of the cost of their increased pur- 
chases of cotton, wheat, and tobacco. Far from reducing their overall pur- 
chases of American agricultural products, they have greatly increased these 
purchases, 

The figures present a striking story. The rest of the world, which bought 
about $700 million of our agricnitural products annually in the years just before 
the war. has been buying from us at an annual rate of about $3,500 million since 
the end of the war. This increase in our exports is much greater than the rise in 
our imports of agricultural products: before the war we imported about $600 
million annually of the kinds of products American agriculture can produce, 
whereas since the war the figure has risen to only $1,600 million annually. It 
should be pointed out that the world’s increased purchases of American agricul- 
tural products have been reflected in a relatively large number of the individual 
commodities involved. For some crops, both quantities and prices of exports 
have gone up: for others, the increase has been principally in the price. The 
only quantity decreases in exports of important crops have been in fruits. 

There has been considerable speculation on how long the increased dependence 
of the rest of the world on American agriculture is likely to last. No one, of 
course, can sneak with certainty about the long-run prospects. But as nearly as 
can be indged from the facts, there is every reason to suppose that the demand 
by foreien conntries for American-export crops will remain high over the years, 
provided foreign countries have the dollars to buy these crops. 
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There are a number of reasons why this is to be expected. In the period 
immediately following the war, it was generally thought that our abnormal 
exports of agricultural products simply reflected the effects of overseas war 
destruction. But as time went on and our agricultural exports were maintained 
and expanded, we began to see other causes for this extraordinary development. 
One major cause was the increased emphasis of a great many countries on 
industrialization. Argentina, for example, followed a deliberate policy of attract 
ing workers from the farms to the cities. As a result, wheat acreage in Argen 
tina has dropped to about 20 percent below its prewar level and wheat production 
in Argentina has been equally depressed. Countries which previously relied upon 
Argentine wheat exports have had to turn to other sources. In addition to the 





loss of Argentine wheat, other normal prewar sources of wheat, such as Eastern 
Germany, the Balkan countries, and the Soviet Union, also have shrunl The 
loss of these sources, like the loss of Argentine wheat, has largely been due 
to the policy of forced indnstrialization, which has sharply reduced the amounts 





of agricultural products available for foreign buyers. The forces that have 
tended to diminish prewar sources of wheat have also reduced the supplies of 
other agricultural products. The result has been that many countries have had 
to turn to the United States and Canada to fill the gap created by the loss of 
supplies from other areas. 

The emphasis on continued industrialization around the world gives American 
farmers every right to anticipate that the rest of the world is going to remain a 
good customer for American products in the years ahead, always provided these 
countries are allowed to earn the dollars that are needed for that purpose 
America’s best customers are the countries with expanding production and 
expanding incomes, These are the countries which develop the internal needs 
for American essentials and the desires for American luxuries. As long as 
incomes in any country are on the increase, demands for one or another of 
America’s diverse export crops are bound to increase as well; if not for wheat, 
then for cotton; and if not for cotton, then for peaches. But in order to translate 
this growing demand into actual purchases, we must be willing to give these 
countries the chance to earn dollars; we must be willing, in short, to have trade 
run on a two-way street. 

These are some of the facts which it seems to me this committee will have to 
take into account in considering the problem of American agriculture and foreign 
trade. I am sure that similar considerations will be elaborated and analyzed 
in the study which the President has initiated of our overall foreign economic 
policy. Only if such facts are fully appraised can we move ahead with a mutually 
consistent agricultural policy and trade policy which will advance our total 
national interests. 


[Department of State press release, April 16, 1953, No. 195] 


STATEMENT BY THE HONORABLE HaArotp F. LInper, ASSISTANT SECRETARY O01 
STATE FOR EcoONOMIC AFFAIRS, BEFORE THE HOUSE SreciaAL DAIRY INVESTIGATING 
G@OMMITTEE, APRIL 16, 1953 


I wish to thank the Special Dairy Investigating Committee and its chairman 
for granting the Department of State this opportunity to testify before the 
committee with respect to import controls on dairy products. 

I should like to begin by saying that the Department of State is fully aware 
of the difficulties with which we are now faced in connection with our domestic 
dairy products program. So long as the Commodity Credit Corporation is buying 
large quantities of butter, cheese, and skim milk and maintaining domestic market 
prices well above the world price level, it is clear that there will exist a strong 
inducement for imports to be drawn into the domestic market in larger than 
normal quantities. 

Nevertheless, the situation is not one which warrants the rigid restrictions on 
dairy imports, in some cases amounting to complete embargo, which the Depart 
ment of Agriculture has been required to impose under the provisions of section 
104 of the Defense Production Act. There are other remedies in our laws, 
specifically in section 22 of the Agricultural Adjustment Act of 1934, as amended, 
and in the “escape clause” of the Trade Agreements Extension Act of 1951, which 
we believe are adequate to deal with situations in which imports might impair 
agricultural programs for dairy products or cause serious injury to the dairy 
industry. 
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Il am aware that there has been some criticism in the past to the effect that, 
although the procedures under section 22 exist, they have not always been used 
where necessary or promptly. As you know, the President on April 8, 1953, 
directed the Tariff Commission to institute section 22 investigations on dairy 
and other products now under section 104, and to report and recommend by 
June 1 any measures necessary to prevent interference with our agricultural 
programs upon the lapse of section 104. On April 10 the Tariff Commission 
instituted such an investigation and on April 13 announced that interested persons 
would be afforde! an opportunity to present oral views regarding the subject 
matter of the investigation on May 4 and 7. 

I should like to point out why the Department feels that this problem is better 
handled under the provisions of section 22 than those of section 104. On March 7 
I made the following statement before the Senate Banking and Currency 
Committee : 

“The extension of section 104 by the United States would do considerable 
damage to our efforts to achieve economic strength and solvency among friendly 
foreign countries. ‘The President emphasized in his state of the Union message 
to the Congress that, ‘Our foreign policy will recognize the importance of profitable 
and equitable world trade. By introducing trade barriers which are not essential! 
to the protection of American agriculture, the restrictious imposed under section 
104 defeat this objective 

‘The extension of section 104 controls would compel the United States to 
continue to act inconsistently with agreements previously undertaken with 
friendly countries. The continued disregard of these commitments in the face 
of well-founded and repeated protests from 10 countries is seriously undermining 
efforts to build coniidence in our leadership along the whole front of our foreign 
policy, as may be observed from the notes we have received * * *,” 

Mr. Chairman, I have copies of these notes, which were introduced into the 
record of the Senate Banking and Currency Committee and which are also 
available for this committee if you desire them. My statement went on to say: 

“It is difficult to overemphasize the significance which foreign countries at 
tribute to section 104 and our action under it. In part, the reason tor their con 
cern lies in the injurious effect of our section 104 restrictions on their trade; it 
hampers their efforts to overcome balance-of-payments difficulties and makes it 
more difficult to reduce their need for extraordinary assistance from the United 
States. But it is to a perhaps even greater degree the symbolic significance of 
section 104 as to the direction of United States trade policy which arouses 
concern. The fact is that, for them, the bill carries the implication that the 
United States is moving away from a policy of cooperation with its allies toward 
a restrictionism which disregards both our obligations and their needs. Even our 
friends in other countries are hard-put to defend us. Our enemies seize upon 
each such example to make the claim that the United States wants not free part 
ners in a mutual exchange of goods but only dependencies where American 
surpluses can be conveniently dumped 

“Tt has to be borne in mind that one of the express purposes of the international 
h section 104 compels the United States to violate is to further 
the interests of American agriculture. The prosperity of American agriculture 
depends, in the first instance, on domestic prosperity. But, as the President 
pointed out in his message on the state of the Union, it depends also ‘upon the 
opportunity to ship abroad large surpluses of particular commodities, and, 
therefore, upon sound economic relationships between the United States and 
many foreign countries.” By denying friendly foreign countries an opportunit) 
to engage in profitable and equitable trade with the United States, this law 
limits their purchases of American agricultural commodities, as well as a wide 
range of products from other American industries and enterprises. The close tie 
between our imports and our export sales is illustrated by the fact that one 
Government, the Netherlands, has curtailed its imports of wheat flour from the 
United States specifically because of section 104 restrictions, and several other 
governments are considering similar action. At a time when American agricul- 
tural exports are already falling off, we can ill-afford any further decline in 
such sales.” 

‘The fact is that critical parts of our agricultural economy are geared to doing 
a substantial amount of business with foreign countries. We sell a great deal 
of our cotton, our wheat, our tobacco, and our rice overseas; last year, for 
example, just under 40 percent of each of these crops was marketed abroad. 
To a lesser extent, we market a good many of our specialty crops abroad, as well. 
Our apple, orange, raisin, and prune producers have always relied on foreign 


agreements whic 
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markets to provide the extra margin of profit that makes the difference between 
a lean year and a prosperous one. Taken all together, these exports require the 
use of about 60 million acres of American farmland, an area larger than the 
cultivated acreage of all our Southeastern States. These 60 million acres trans 
lated into dollars and cents meant export sales valued at $5.4 billion for the 
American farmer in 1952. What this means in terms of our agricultural trad 
With certain countries may surprise you. Italy, one of the “cheese” countries 
purchased in 1951, the latest year for which such data are available, $126 million 
worth of American cotton, $41 million worth of fats and oils, and $38 millior 
worth of grains. The Netherlands bought $158 million of agricultural products 
in 1951, including $51 million worth of grains, S38 million worth of cotton, and 
$22 million worth of fats and oils. Even Denmark, with a strong agricultura 
industry of her own and a population of only 4% million, bought $29 million 
worth of agricultural produce from us. Altogether, we sent Europe $2,106 
million of agricultural goods in 1951 

Large as they are, these exports appear even larger when compared 
imports of agricultural produce of only $514 million from Europe that year. In 
short, even though our exports may be less this year, in 1951 we sold seven times 
as much farm produce to Europe as we bought 

The importance to the farmer of his export markets is something of which 
he himself is not always aware. As far as the farmer is concerned, his contact 
is with domestic merchants, not with foreign users. What he is not in a position 
to see is that these crops are resold by these merchants for export abroad. Once 
these foreign markets dry up, the pipeline is clogged and the domestic buyers 
disappear 

Another point that needs to be stressed is the fact that when foreign markets 
for our export crops are reduced, it is not the cotton or wheat or tobacco farmer 
alone who is affected. Our whole agricultural economy feels the effect, through 

number of different channels. Perhaps the most important result is that farm 
ers tend to turn over some of their land from export crops to domestic crops 
from cotton to poultry; from tobacco to truck farming; and so on. Only a part 
of the land will shift over in this way of course. But the shift does not have to 
be very great before the resultant pressures are felt throughout the whole range 
of agricultural production Prosperity for our export crop produces, therefore, 
is inseparably tied in with prosperity for the farmer producing for the home 
market 

The Marshall plan provided one way of dealing with this problem. Of course 
it was conceived for a much larger purpose and accomplished a great deal more 
than simply providing an overseas market for American farmers. But it did 
serve the incidental purpose of providing foreign countries with dollars, some 


of which were used to buy our American export crops 

This means of disposing of American farm products, however, is one which 
none of us wants to continue for any longer than necessary, neither the American 
taxpayer nor the American farmer nor even the foreign governments who receive 
our aid. Foreign buying must be placed on a basis on which it pays its own 
way. The only practical way of achieving this is to make sure that the foreign 
countries have every reasonable opportunity to earn the dollars that they need 
to buy our American products—which means that foreign countries should have 
every reasonable chance to sell their goods in our markets. 

It is at this point that American agriculture is faced with a dilemma. Some 
of the products which other countries have been selling to us and want to keep 
on selling to us are items which we can produce for ourselves, provided domestic 
prices are high enough. And one way of helping to keep these prices high, in 
addition to government buying, is to reduce or eliminate the imports we have 
been receiving from foreign producers. 

A reduction of imports is often an attractive and seemingly painless solution, 
when one segment or another of American agriculture is demanding some 
action. Yet when we apply restrictions to keep out the normal imports of foreign 
producers, we clearly are running serious risks. Foreigners, finding that their 
American market is gone, will be forced to cut back on their purchases of our 
export crops as a result. And some of the farmers who previously raised export 
crops will turn to production for the home market, thereby adding to home 
competition and adding to the pressure on our support programs. Everybody 
may lose; our cotton farmers may lose their markets overseas, and foreign pro 
ducers may lose their domestic markets in the United States. We balance our 
trade with the rest of the world in the worst possible way—by restricting it both 
ways. 
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I do not pretend to have any easy answers for this dilemma which American 
agriculture faces. As long as we recognize the equity of support prices for the 
American farmer, we shall always be faced with the problem of reconciling the 
farmer's interest in maintaining these programs and his interest in maintaining 
his overseas markets. We may never be able to achieve a perfect balance between 
these two interests. But I feel sure that we can achieve a better balance than 
our present policies now provide. 

Mr. Exeruarrer. Let me say, Mr. Chairman, that both of these 
statements oppose the continuance of section 104. In other words, 
they advocate the repeal of section 104 of the present law. 

Phe CuamMan. Yes, I believe Alger Hiss was among the group 
that negotiated and wrote many of these trade agreements. 

Mr. EsernaArter. I would like to correct that statement. I am 
certain that Alger Hiss was never in the Department having anything 
to do with the agreements program. 

The Cuarman. He was in the State Department, and I said he 
participated in representing the United States with respect to the 
trade-agreements program, and I stand by that statement. 

Mr. Reep. May I make one comment in regard to Mr. Linder’s 


statement ¢ 

The CHarrmMan. Yes. 

Mr. Rerp. Mr. Linder, as I indicated in my statement, and the 
Secretary of Agriculture, have both recommended that section 104 
be permitted to expire. Mr. Linder, in his testimony, indicated that 
section 22 was sufiicient for the purposes. And by that I can only 
infer that if the actions under section 104 have been proper for ade- 
quate protection, then the same type of restrictions will have to be 
instituted under section 22, and the Tariff Commission is holding a 
hearing starting next week on that matter. 

Secretary Benson, in his testimony, indicated that he desired sec- 
tion 22 to be strengthened. But there was no question in the testimony 
of either of those gentlemen that as long as we have price-support 
programs such as we have, we must have import control. 

The CuairmMan. I want to ask you one question, and then Mr. Simp- 
son will inquire. 

Is it not a fact that whenever the farmers are not prosperous, the 
rest of the country is not prosperous? 

Mr. Reep. Mr. Chairman, most of my economist colleagues and a 
great many people in business that I have talked to over the last two 
and a half decades think that the depressed position of the American 
farmer during the period of the twenties was one of the major con- 
tributing factors to the depression of the thirties. 

The CuatrrmMan. Thank you very much. 

Mr. Simpson will inquire. 

Mr. Stmpson. Mr. Reed, why was section 104 put in the law? 

Mr. Reep. Section 104 was put in the law, sir, for two basic reasons. 
Prior to the enactment of section 104, imports of butter had been 
under embargo under the Second War Powers Act for many years, 
since right at the start of the war. But the conditions under which 
butter could be embargoed were running out. So when the War 
Powers Act was allowed to expire, the Congress searched around for 
some other technique. 

Mr. Srupson. If I may interrupt, do you mean by that a method 
to protect the producer of butter in this country ? 


Mr. Reep. Yes. 
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Mr. Simpson. Now, at that time, why could they not protect the 
farmer by utilizing the Trade Agreements Act? 

Mr. Reep. Well, I don’t think they could. 

Mr. Simpson. Because they did not include safeguarding machin- 
ery to protect American producers of butter; is that correct ? 

Mr. Reep. That is right. 

Mr. Simpson. And since that time there have been written into 
the laws some escape clauses. Now, what is the reason that you ob 
ject to the removal of section 104 today, keeping in mind that we do 
have so-called escape and relief clauses in the bill ? 

Mr. Ri ep. Well, we are familiar with the Operation of section 104 
and its results, and that is that it does work. 

Now, heretofore, although section 22, for example, and the escape 
clause, has been on the books for a long time, no positive action was 
undertaken. 

Mr. Simpson. In other words, they are ineflicient and ineffective, 
and sil iply do not give the rehef that the farmer has to have? 

Mr. Reep. That is correct. 

Mr. Simpson. All right. Now, in this bill before us, there are cer- 
fain suggee sted amendments to the law with respect to escape clauses. 
Is it your opinion that if those were adopted by the committee, and 
if the personnel on the Tariff Commission were disposed to view the 
matter from an unbiased attitude, do you believe there would be 
suflicient protection there for the farmer ? 

Mr. Reep. I do not know whether it would be sufficient, sir; but I 
can say that it would be a vast improvement. 

Mr. Suupson. A vast improvement. Now, assuming that does not 
go into the law, you then say we should retain section 104, even though 
Mr. Benson possibly has suggested its repeal but has included a rec- 
ommendation that section 22 be strengthened. My question is: Do 
you think that section 22 can be strengthened to give the butter pro 
ducer the protection he needs quickly ¢ 

Mr. Reep. Yes, sir, it can. 

Mr. Srmpson. Do you have an amendment to suggest on that point f 

Mr. Rerp. We have some recommendations, yes sir, attached to this 
statement. My colleagues in the dairy manufacturing field and I 
have been working for about 8 months on this matter. 

Mr. Simpson. That is to say, if section 104 were repealed, you 
would suggest an amendment to section 22? 

Mr. Reep. That is right, sir. 

Mr. Srareson. Which would take care of the farmer? 

Mr. Reep. That is correct. 

Mr. Simpson. Thank you very much. 

The Crarman. Mr. Kean will inquire. 

Mr. Kean. Mr. Reed, I believe that the important part of your 
testimony is calling to attention the irrepressible conflict between 
support price policy and the import policy. I think you are abso- 
lutely right that you cannot have goods coming into this country at 
prices below the support price, because the American taxpayer is 
then supporting not the American industry, which was intended, but 
the economy of Denmark, New Zealand, or any country that would 
want. to go into the dairy business ? 

Mr. Reep. That is true. 
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Mr. Kran. You mentioned to Mr. Simpson the escape clause. Now, 
I do not think that at present, in connection with support prices, even 
a consideration of that escape clause, or even the raising of the tariff 
by 50 percent, under what the President’s power would be under the 
reciprocal trade agreement, would be enough to meet that support 
price, would it? 

Mr. Reep. Congressman Kean, we feel that the surest way to han- 
dle it is through a quota system; because there is so much uncertainty 
as to the value of currencies on a worldwide basis, and their con- 
vertibility, and the like of that, that the fee situation seems to us 
to be impracticable; whereas a quota is a practical thing. It is just 
so much, and that is all. 

Mr. Kran. It seems to me that the only practical matter is either 
to lower the support device, or else to prevent the importation by 
some quota system. 

Mr. Reep. That is right, sir. 

Mr. Curtis of Nebraska. Mr. Chairman! 

The Cuarrman. Mr. Curtis will inquire. 

Mr. Curtis of Nebraska. Mr. Reed, you have made an excellent 
statement and it is most helpful to us. 

The CHarrMan. Any questions? 

Mr. Byrnes will inquire. 

Mr. Byrnes. Mr. Reed, I want to compliment you on your presen- 
tation here. We have had discussion about this section 104 and the 
other sections as relating to our pr ice supports being protection for 
the farmer. I wonder if it would not be better to say that really 
what we are trying to sic here is the Government program, plus 
protecting the American taxpayer rather than the protection funda- 
mentally of the dairy farmers. 

Mr. Keep. Congressman Byrnes, in answer to your question, my 
colleagues and I and the people in our organization are convinced 
that if you have the dairy prototype of the potato deal, there will not 
be a price-support program, that the public will demand that it be 
rescinded unless the proper safeguards are placed on it. 

Mr. Byrnes. But as long as we have as a national policy a support 
program, then the protection of that program is really the protection 
of the whole Government program and the protection of the Amer- 
ican people in gener: al? 

Mr. Reep, Yes, sir. 

Mr. Byrnes. Which is one of the reasons for our real concern over 
the elimination of section 104 and what it provides. 

Mr. Reep. Yes, sit 

Mr. Byrnes. I am not sure that this record is completely clear, 
because I think we have forgotten to point out why there is this dis- 
tinction between the cost of, let us say, New Zealand butter selling 
on the market at 39 cents, and Australian butter, at about 39 cents, 
whereas we have a support price of 6534 cents. I wonder if you 
could not just briefly give us some idea as to the reason for this 
difference. Certainly the American farmer and the processor are not 
less efficient than the New Zealand and the Australian producer, are 
they ? 

Mr. Reep. No; I don’t think they are. I think it is a matter of cost 
rates to a large degree. You see, the United Kingdom is the major 




























a considerably lower price level and wage structure than we have. 
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user of dairy products moving in international trade, and they have 


Now, the fact that Australia, New Zealand, Denmark, and the 
Netherlands are maintaining and increasing their dairy enterprise 
indicates to me that those farmers at those levels are meeting their 
costs. And we know that in our country they are not doing it. 

Mr. Byrnes. Have you had any estimate made or any study made 
of, for instance, the New Zealand costs or the Australian costs in 
production ¢ 

Mr. Reep. No, sir; I have not seen one in years. 

Mr. Byrnes. Do you know whether they have the same sanitation 
standards in the matter of production as we have? For instance, let 
us consider Wisconsin. A farmer has to have certain sanitation stand 
ards in his farm. He has to have a certain kind of a milk house. All 
of that costs money. It is the same way when you move into the 
creamery. Government at all levels is imposing restrictions, which 
I am not criticizing, but I am wondering whether these foreign pro 
ducers have to live up to the same standards, which, of course, are 
cost items in the end result of his product. 

Mr. Reep. Well, my understanding is that in a number of instances 
they do not, but I cannot give you any details on that. I just have 
not made a study of it. 

Mr. Byrnes. Of course, we know that as far as the foreign type 
cheeses are concerned, they in no way come up to the production stand- 
ards as far as sanitation requirements are concerned. I was wonder 
ing if you had any information as to what the situation was in butter. 

Mr. Reep. No, sir, I have not. If you wish, I might try to get some 
information and file it with the committee. 

Mr. Byrnes. It would seem to me, Mr. Chairman, that it would be 
of considerable interest not only to the committee but to the public 
generally as to why there is this big differential between, let us say, 
New Zealand and Australian butter, when they can land it in New 
York at 39 percent, and we certainly know that the American pro- 
ducer cannot put it out at that; because we have already established 
as a Government support price, a price of 6534 cents. We should know 
just why that differential exists. I do not think the American dairy 
farmer wants to be put in anything but a competitive position with 
the foreign dairy producer. And he certainly cannot be competitive 
when you have this cost differential, which is recognized in our Gov 
ernment program. I think it might be of interest as to why this dif 
ferential exists, and why he is in a noncompetitive position today, 
through no fault of his own fundamentally. 

Mr. Reep. I would be glad to file a short statement on that. 

The CuarrMan. Without objection, such statement may be filed. 

(The statement referred to follows :) 

NATIONAL CREAMERIES ASSOCIATION, 
Washington 5, D. C., May 12, 1953. 


COMMITTEE ON WAYS AND MEANS, 
House of Representatives, Washington 25, D. C. 

GENTLEMEN : In my testimony before the House Committee on Ways and Means, 
April 28, 1953, regarding H. R. 4294, I promised to file a supplementary statement 
setting forth casual factors for the price disparity as between domestic butter 
und butter imported from New Zealand and Australia. 

The reasons for the disparity between current prices of domestic United States 
butter and the prices of butter in Australia, New Zealand, and other major 
exporting countries are as follows: 
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1. Practically all countries in the sterling bloc have devalued their currencies. 
With respect to Australia. New Zealand, Denmark, and the Netherlands, the 
major exporting countries, this devaluation has amounted to approximately 30 
percent in terms of United States money. Asa result, prices in these countries, in 
terms of United States money, have fallen drastically. Were it not for the 
devaluation of the currencies, their prices would be approximately the same 
es ours 

2. The major market for exports of dairy products for New Zealand, Australia, 
Denmark, the Netherlands, Switzerland, and other major dairy exporting coun- 
tries, is the United Kingdom. This has been the case historically and it is true 
ioday. For many years, of course, the United Kingdom has so managed its 
economy as to buy raw materials as cheaply as possible in order to sell manu- 
factured products at profitable prices. In addition to this factor, the United 
Kingdom has held wages and prices at low levels, largely by Government re- 
strictions and heavy taxation. The price levels of many countries in the sterling 
bloc which count the United Kingdom as their best customer have for many 
years therefore been geared to a low price level. Currently, the major exporting 
countries of New Zealand, Australia, the Netherlands, and Denmark are increas- 
ing their dairy production output. even though, under the current Government 
contracts between the United Kingdom and these countries, butter is priced at 
#2.2 cents per pound for Danish butter, and 39.2 cents per pound for Australian 
und New Zealand butter. 

Wages and other cost factors are decidedly lower in the countries named 
above than in the United States. We have many costs that are associated with 
our social pattern, such as unemployment compensation, minimum wage laws, 
tair-trade practices act, sanitation regulations, and the like, which increase our 
costs materially 

The United States dairy industry is undoubtedly more efficient than the foreign 
countries named above, insofar as output per unit of Jabor and capital is con- 
cerned. Nevertheless our superior technology, from the point of view of dollars 
and cents, is more than offset by the very high cost rates we have in this 

ountry which is a function of our high standard of living and the low cost 
rates in the other countries which reflects a lower standard of living. 

3. These countries, at least some of them, know that we are more efficient 
producers than they and in the last couple of years have sent several study 


vroups here to investigate and analyze our methods with a view to adopting 
them. Those visits have been made largely under the auspices of the Mutual 


Security Administration 

In summary, it can be stated unequivocally that if our wage levels and other 
cost leveis in this country were the same as those in the foreign countries named 
above, we could sell dairy products very easily in competition with them. How- 
ever, Our wage rates and other costs are based on high union labor costs and 
the like which put us at a disadvantage. 

Trusting this letter is sufficient for the purposes, I am, 

Very sincerely yours, 
O7rte M. Reep, 
Washington Representative. 
National Creameries Association. 

Mr. Mason. Mr. Chairman, I want to push that question just one 
point further, if I may? 

The Carman. You may. 

Mr. Mason, This differential in cost on the production of butter 
between any of these countries and the United States is based en- 
tirely, as I see it, upon the difference in the standard of living that we 
maintain here, and that they maintain there. Because as to the stand- 
ard of living, wages there are half what we pay. The dairy farmers 
have to pay those wages. The cost of the feed for the cattle is so 
much different. And that all enters into this difference in cost. 

Now, the whole question, it seems to me, is whether we want to go 
back down to their standard of living, or maintain ours, on this pro- 
gram. oa . 

The Cuatrman. Mr. Reed, also, in regard to New Zealand, New 
Zealand is so situated that the largest ships can come right up to port. 
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They have no dredging problem at all. They can come right up to 
the port. They have the convertible cheese and butter institutions 
there. That is true, is is not ? 

Mr. Reep. Yes, sir. 

The Cnairman. And under their system of government, the dairy 
man that is, we will say, a hundred miles from the port gets the same 
transportation rate as the dairy farmer within a mile of the port. So 
that everything is done there to encourage exportation. 

Mr. Repp. Oh, yes. 

The Cyamman. And when our market goes up high, if it is on 
cheese, they convert to cheese immediately and start it for our market. 
When the price comes down, they convert to butter and watch until 
the price goes up, and come back in at that time. I am familiar with 
the New Zealand situation. 

Mr. Reep. We had a spectacular demonstration of that shift in the 
last 2 years, Mr. Chairman. Under section 104, no restrictions were 
put on the importation of dry whole milk and dry buttermilk. Well, 
in 1950, we imported 25,000 pounds of dry whole milk, and in 1952 
almost 50 million pounds. Of course, that 50 million pounds found its 
way in the form of butter and dry milk solids into the CCC’s in 
ventory, but that is a tremendous increase, which illustrates what you 
said. 

The Cuammawn. We also have a tax differential, and I hope we can 
get something along that line, which will make a difference in the cost 
of production here. 

Mr. Sapiak. What I have to say now does not necessarily have any 
effect on this particular matter, but it might indirectly, because my 
dairy farmers in Connecticut, in the vicinity of Hartford, are having 
great difficulty in obtaining help. Everyone seems to want to work in 
a defense plant rather than on the farm. 

In addition, the Selective Service Act, at the present time, is taking 
farm boys who were not taken during World War II. There is a 
great difficulty of maintaining help on the farm. And in order to get 
whatever help they can on a dairy farm, they must pay higher prices. 

The CHairMan. Well, work on the dairy farm is most exacting; is 
it not? 

Mr. Reep. Yes, sir. 

The CuHarmMan. The cows do not milk themselves. 

Mr. Rerp. And you have to be there all the time. 

Mr. Sapiak. Of course, once they get the boys into the Army, Mr. 
Reed, it is just like that song we had during World War I, How You 
Gonna Keep Them Down on the Farm After They See Paree? These 
former farmers inducted into the military service will not want to 
return to the farm, the hard work of dairying, and carrying on a 
family occupation. The effect can be serious for the industrial com 
munity which needs that milk. 

Mr. Rrep. That is true. 

Mr. Enernarter. Mr. Chairman, I am glad to see someone speak up 
for the gentleman farmers of Connecticut, most of whom live in New 
York and commute over the weekends. 

Mr. Chairman, I think the prime objective of this administration, I 
mean the Eisenhower administration, and, of course, the greatest de- 
sire of the people of this country, is to maintain peace and keep up the 
military and economic strength of the free world. And in that con 
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nection, I want to quote what was said by Assistant Secretary of State 
Linder just this month. And this is the quotation: 


The extension of section 104 controls would compel the United States to con- 
tinue to act inconsistenly with agreements previously undertaken with friendly 
countries. The continued disregard of these commitments in the face of well- 
founded and repeated protests from 10 countries is seriously undermining efforts 
to build confidence in our leadership along the whole front of our foreign policy, 
as may be observed from the notes we have received. * * * 


Mr. Chairman, if the prime objective of this administration is to 
maintain strength in the free world, I do not think we can afford, for 
the sake of the dairy industry, to make enemies of those who are now 
our friends. 

The CHairMan. We thank you, Mr. Reed, for the information that 
you have given us. 

You made a fine statement. 

Mr. Reep. Thank you, Mr. Chairman. 

(The prepared statement of Mr. Reed follows :) 


STATEMENT OF OTIE M. REED, NATIONAL CREAMERIES ASSOCIATION 


Mr. Chairman and gentlemen of the committee, thank you for the opportunity 
of appearing before your committee to state the position of the National Cream- 
eries Association with regard to the Trade Agreements Act, as amended, and 
proposals to extend it. I shall devote most of my statement to a résumé of the 
current position of the dairy farmer in this country, the need for import controls, 
and certain relevant portions of the current Trade Agreements Act and H. R. 
4294, a bill designed to extend such act with certain amendments. 

My name is Otie M. Reed. I am Washington representative for the National 
Creameries Association, which has its headquarters in St. Paul, Minn. The 
National Creameries Association represents and is supported by about 300,000 
dairy farmers, located in the States of Minnesota, Wisconsin, Iowa, Michigan, 
Kansas, Nebraska, North and South Dakota, and Wyoming. We have some 950 
dairy manufacturing plants, both cooperative and private, associated with our 
organization, and we are interested primarily in the production and marketing of 
butter and dry milk solids. 

The dairy farmers of this country have a very definite interest in the Trade 
Agreements Act, and in proposals to extend it. Under this act, reductions in 
United States tariffs on dairy products have been negotiated over the years, until 
at the present time, tariffs are approximately half what they were when the act 
was originally passed. In discussing this phase of the matter, I shall devote most 
of my attention to tariff rates on butter and the dry milk solids, inasmuch as 
other witnesses will have the detailed information on other products and are in 
a better position to discuss them than I. 

The current tariff schedule for butter, pursuant to the agreements reached at 
the Torquay Conference, are as follows: 

1. For butter imported during the period November 1 to March 31: (a) Seven 
cents per pound on the first 50 million pounds import during the period; 
(b) fourteen cents per pound on any quantities in addition to 50 million pounds 
imported during the period. 

2. For butter imported during the period April 1 to July 15: (a) Seven cents 
per pound on the first 5 million pounds; (b) fourteen cents per pound on. all 
volumes imported during the period in addition to 5 million pounds. 

3. For butter imported during the period July 16 to October 31: (a) for the 
per pound on the first 5 million pounds; (0) fourteen cents per pound on all 
volumes imported during the period in addition to 5 million pounds. 

The duties of 7 cents per pound applicable to the total of 60 million imported 
during the periods as set forth above represent reductions of exactly half of the 
import duty applicable prior to negotiations consummated pursuant to authority 
of the Trade Agreements Act. 

The current tariff rate on dry milk solids is 3.1 cents per pound, and is 1.5 
cents per pound on nonfat dry milk solids and dry buttermilk, Casein or 
jlactarine are dutiable at 2.75 cents per pound, 
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Prior to negotiations concluded under the Trade Agreements Act, tariff rates 
on dry whole milk were 6.1 cents per pound, and were 3 cents per pound on 
nonfat dry milk solids. 


I. THE CURRENT POSITION WITH BEGARD TO CONTROL OF IMPORTS OF DATRY PRODUCTS 


In addition to the Tariff Act of 1930, as modified by trade agreements negoti- 
ated pursuant to the Trade Agreements Act, there are several laws or provisions 
of law which have a bearing on imports of dairy products into this country. 
The most important of these are (1) section 104 of the Defense Production Act, 
as amended; (2) section 22 of the Agricultural Adjustment Act, as amended; 
and (3) section 7 of the Trade Agreements Extension Act of 1951. 

The purpose of section 104 of the Defense Production Act, as amended, is to 
prevent imports of agricultural commodities from (1) impairing or reducing 
domestic production; (2) interfering with the orderly storing and marketing 
of the commodity; or (3) resulting in unnecessary burdens and expenditures 
under any price support program of the United States Department of Agri- 
culture. Section 7 of the Trade Agreements Extension Act of 1951 is designed 
to make it possible to avoid serious injury to a domestic enterprise due to 
large volumes of imports which might take place following a tariff reduction 
negotiated under the Trade Agreements Act. 

Section 22 is designed to establish control over imports whenever imports 
threaten to render ineffective any program or operation undertaken under our 
domestic agricultural laws. 

F_r the last several years, imports of dairy products have been controlled 
under section 104 of the Defense Production Act, as amended. Under this 
section, imports of butter and nonfat dry milk solids have ,been forbidden, im- 
ports of cheese have been subject to quota regulation, and only recently, imports 
of dry whole milk and dry buttermilk have been placed under embargo. 

Section 104 of the Defense Production Act, as amended, expires June 30, 1953, 
less reenacted by the Congress. The administration has recommended to the 
Congress that section 104 be permitted to expire. 

We understand that the administration has requested the Congress to extend 
the Trade Agreements Act for another year without any material change. Dur- 
ing this period of a year, we understand that the administration will appoint 
a group to study our foreign trade and foreign trade policy, the expectation being 
that recommendation would be forthcoming from such a study group which might 
be made the subject of legislation next year. 

We do not agree with either position of the administration, section 104 has 
worked very well, and our experience with section 22 has been very unsatisfac- 
tory. Further, we believe that section 8 of the Trade Agreements Act could 
well stand some strengthening for the coming year. 

In the following sections of this statement, I shall develop our reasons for this 
belief, and our position with regard to import controls for dairy products, after 
tirst having set forth the dairy situation in this country, and the world dairy 
situation and export-import situation as background material for our position, 


Il. THE SUPPLY AND DEMAND POSITION FOR MILK AND DAIRY PRODUCTS 


Analysis of the problems of imports of dairy products into this country will be 
markedly aided by consideration of the current and prospective position of our 
domestic dairy industry with regard to production and consumption trends. 

1. Milk production on farms in the United States.—Milk production on farms 
in this country, given normal production conditions, is expected to remain about 
the same as last year, with perhaps some increase. The year 1952 witnessed 
some upturn in milk production from 1951—production being 115.1 billion pounds 
as compared with 114.8 billion pounds the previous year, although still below the 
peak production of 119.8 billion pounds reached in 1945. (See table 1, appendix 
A.) 

2. Size of the milking herd.—The number of milk cows and heifers 2 years old 
and over kept for milk on farms as of January 1, which had declined from a peak 
of 27,700,000 head in 1945 to 23,369,000 head on January 1, 1952, has now started 
on an upward trend. Numbers the first of this year were 23,996,000 head, up 
627,000 head from the previous year. (See table 1, appendix A.) 

We expect this trend in milk cow numbers to continue. For some years, the 
ratio of cows and heifers slaughtered per year to numbers retained on farms for 
milking purposes, has been very high, no doubt due largely to the fact that beef 
and veal prices have been very high relative to milk and butterfat prices. How- 
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ever, beef and veal prices have now declined to the point where the disparity 
is not so great, and we may confidently expect that, as long as this situation con- 
tinues to exist, dairy farmers will cull their herds less severely and veal fewer 
of their calves. 

3. Consumption trends.—Table 2 in appendix A shows the percapita civilian 
consumption of the major dairy products since 1935. Butter production has 
shown a very marked decrease—from an average of 16.7 pounds per capita on the 
average during the period 1935 through 1939 to an estimated 8.7 pounds per capita 
in 1952. All other dairy commodities in the table show increases. Cheese, with 
average per capita consumption of 5.5 pounds during the 5-year period, 1935-39, 
was above 7 pounds per capita in 1952. Evaporated and condensed milk per 
capita consumption shows a slight increase. Per capita consumption of dry 
whole milk is about double the 1985-39 average at 0.27 pound per capita 
in 1952. Nonfat dry milk solids consumption almost doubled during the period, 
and was about 4.2 pounds per capita in 1952. Per capita consumption of fluid 
milk and cream, which averaged 340 pounds during the 1935-39 period, was about 
400 pounds in 1952 

I will not attempt to forecast the future course of per capita consumption of 
the several dairy products, since such consumption is governed to a large part by 
economic conditions of consumers, increases in population growth, and the like. 
As far as population is concerned, the opinion seems to be that it will continue 
to increase at a rate of about 2 percent per year. Normally, this could be ex- 
pected to cause an increase in fluid milk and cream consumption, and perhaps 
some of the other dairy products, but worsened economic conditions of consumers 
could offset this factor. As far as butter is concerned, it is impossible to deter 
imine whether there will be reversal in the downward trend in per capita con- 
sumption, inasmuch as we do not know whether the full effect of the competition 
from yellow oleo has been fully reflected as yet in butter consumption, 


IIl. INTERNATIONAL TRADE IN DAIRY PRODUCTS 


The interest of the American dairy farmer in import control, and his desire for 
positive controls, can best be understood after considering the status of inter- 
national trade in dairy products as indicative of the scope of the problem. 

1. Production of major dairy products in principal producing countries.—The 
large volume of dairy products produced in major producing countries in the 
world is shown in table 3, appendix A. In 1951, butter production in the major 
producing countries outside the [ron Curtain was 4.6 billion pounds, cheese pro- 
duction was 3,8 billion pounds, canned milk production was 5 billion pounds, and 
dry milk production was 1.1 billion pounds. 

We are not aware of the existence of any factor which would cause a reduction 
in world production of the principal dairy commodities, although, of course, bad 
weather conditions might cause some reductions from time to time. On the 
whole, it is probable that we should expect a continued upward trend in world 


production. 
2. Exports and imports of major dairy commoditices.—Major butter exporting 


countries and the volume exported in 1951 were as follows: 


Million pounds Million pounds 





Denmark _ 303} Australia : yea gB 
Netherlands 119 | New Zealand__ _. 301 


Sweden 58 


Major cheese exporting countries in 1951 were as follows: 


Million pounds Million pounds 
Denmark ____. 101] Netherlands - joi. 300 
Finland ie ‘i _ 18] Switzerland ; Za s2ssce 
France ne : 39 | Australia : LL Mae 
Italy 33 | New Zealand . hippaicomes’ ea 


It is to be noted that the United States is not normally a large exporter of 
cheese. Although large volumes were exported during and for several years 
following the war, these large exports were either a part of the war program 
to furnish needed foods to our allies, or a part of the postwar program of aid to 
our allies conducted by this Government. In 1952, exports were quite small- 
only around 3.5 million pounds. (For details as to the exports of other dairy 
commodities from the major producing countries, see table 4, appendix A.) 

Major importing countries for butter are the United Kingdom, which imports 
by far the greater portion of the butter moving in international trade, France, 
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Western Germany, and Italy With regards to cheese, the United Kingdon 
ports most of the cheese moving in international commerce (see table 4, appen 
dix A, for details). 

The foreign trade of the United States in dairy products and the conditions 
affecting such foreign trade are so closely related to the needs for controlling 
imports of dairy products into the United States that no further data regarding 
such trade will be given in this section, but will be given it he next nh 
dealing with the need for import control. 





IV. THE NECESSITY FOR CONTROLLING IMPORTS OF DAIRY PRODUCTS ro ik 1 ED 
STATES 
There are several very good reasons as to the necessity for exercising contro 


{ 


over imports of dairy produc ts into this country, and for this committee i 
corporate into any bill it may propose to the Congress adequate safeguards for 
the American dairy farmer. Perhaps the paramount reason is that price levels 
for dairy products in this country are much higher than price levels in othe 

important producing areas, and therefore, any program designed to maintain and 
to enhance returns to dairy farmers in this country would immediately run afoul 


to 


of large-scale imports unless such imports were controlled 

1. United States domestic farm programs designed to maintain income of dairy 
farmers would be imperiled by unlimited imports—For many years, this coun 
try has had a farm policy designed to maintain the income of farmers, including 
dairy farmers. At present, the major legislation under which such action is 
undertaken is the Agricultural Act of 1949 This act, among other things, 
directs the Secretary of Agriculture to support the price of designated nonbasic 
commcdities, among which milk and butterfat are numbered, at prices from 75 to 
90 percent of the parity price. With regard to basic commodities (corn, cotton, 
wheat, tobacco, rice, and peanuts) the Secretary is authorized to support the 
price of such commodities by loans and purchase at from 75 to 90 percent of 
parity, depending upon supply and demand conditions. Under legislation en 
acted during the last session of the Congress, the Secretary is required to support 
the prices of the basic commodities at not less than 90 percent of parity through 
the 1954 growing season. 

Programs designed to improve the economic position of farmers have existed 
for many years. During the war, the Government pledged itself to support the 
prices of commodities which were needed in the war effort, and which the 
Government wished produced in much larger than normal volumes, for some 
years after the end of the war This was deemed advisable so as to avoid the 
situatien that obtained following World War I. During that conflict, American 
agriculture expanded production to a marked degree, and at the close of the war 
was SO overexpanded relative to peacetime needs that a very serious farm depres 
sion ensued, and lasted for many years. As a matter of fact, during the 
twenties, when the other segments of the American economy were enjoying 
prosperity, the American farmer was in a very depressed condition indeed 
His prices were low, and the price he had to pay for the commodities he used 
in farm production and farm family living remained at high levels, putting him 
in a disastrous economic squeeze, a squeeze which many economists and observers 
believe was one of the fundamental! causes of the depression of the 1930's 

It seems to us that any bill reported by this committee should take cognizance 
of our domestic farm policy, and should endeavor to correlate foreign trade 
policy goals with existing domestic farm policy goals 

2. Conflict in domestic farm policy goals and foreign trade policy goals of the 
Government of the United States During the last two decades while the farm 
policy described very briefly in the preceding paragraph (1) was being devel 
oped and applied, the Government was endeavoring to expand the foreign trade 
of this country through the development of reciprocal-trade agreements designed 
to lower tariffs and remove other barriers to international commerce. During 
all this period, there has been a hiatus between the foreign trade policy goals 
and the domestic farm policy goals. On the one hand, efforts were being made 
to expand imports of commodities from other lands, and on the other hand, efforts 
on the domestic front designed to increase agricultural prices were pushed with 





some vigor. This led to conflict between the two programs, and this conflict 
continues to this day. As far as the dairy farmer is concerned, perhaps the 


most pressing problem insofar as Government activity in his behalf is involved is 
that of finally coming to grips with this conflict of foreign trade goals and domes 
tic farm policy goals, and resolving it. 
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This committee has the opportunity to make proposals which would go far 
toward resolving this conflict. 

3. Unlimited imports of dairy commodities would wreck the dairy price-support 
program.—There can be no question that unlimited imports of dairy products 
would wreck the farm price-support program for American dairy farmers. It 
appears to us that the Congress and the administration have no other recourse 
than to limit imports of farm commodities that are being supported in price as 
a part of the domestic farm program. To permit unlimited imports under such 
circumstances would result in the farm price-support program designed for the 
benefit of the American dairy farmer being converted to a program for the 
support of prices to farmers throughout the world. We are very firm in our 
belief that such a program could not long endure. In the following paragraphs 
we will set forth the facts and considerations on which we base this judgment. 

(a) World dairy prices are low relative to prices in the United States. At the 
present time, and for the foreseeable future, dairy product prices in the prin- 
cipal exporting countries outside the Iron Curtain are, and will remain, mate- 
rially below the prices prevailing for such commodities in the United States. 
Prewar, the tariff structure of this country was suflicient to preclude the entry 
of large volumes of imported dairy products. It is to be remembered, however, 
that during that period currencies were rather stable, and rather freely convert- 
ible. Since the war, tis situation has changed to a very marked degree. At 
present’ we find the following: 

(1) Currencies of many countries have been drastically devalued. This 
means, in terms of United States money, that prices were markedly reduced. 
For example, in September 1949, currencies were devalued around 30 percent 
by such major exporting countries as Australia, New Zealand, Netherlands, Den- 
mark, and Norway. Prices, in terms of United States money, dropped imme- 
diately and severely. 

(2) Currency devaluation has made our tariffs largely ineffective. 

(3) Many foreign countries are anxious to secure dollars, and therefore they 
will extend themselves to export commodities to this country, irrespective of 
whether such commodities normally constitute an export item to the United 
States. 

(b) Support prices in the United States are high relative to foreign dairy 
product prices. The previous paragraph pointed out that foreign dairy prices 
are low relative to domestic prices. At present, prices of milk and butterfat used 
in manufactured dairy products are supported at levels designed to return to the 
American dairy farmer 90 percent of the parity price. It is to be remembered 
that aiding American farmers to secure parity pries has been the goal of domestic 
farm policy for many years. 

Before the war, efforts were made to improve returns to producers of. milk 
and butterfat by purchases of dairy commodities, and the distribution of such 
commodities to persons on relief. Since the war, starting in 1949, prices have 
been supported by the purchase of such dairy commodities as butter, cheese, and 
nonfat dry milk solids. For the marketing year ending March 31, 1954, Secre- 
tary of Agriculture Benson has announced that the Department of Agriculture 
will support the price of milk and butterfat at 90 percent of parity. To achieve 
this result, the Department will purchase butter at 65.75 cents per pound basis 
Chicago, cheese at 37.00 cents per pound, and nonfat dry milk solids at 16.00 
cents per pound. (For details, see table 5, appendix A.) 

At the present time, the Department of Agriculture is purchasing butter at a 
rate of some 1 million pounds per day, and has over 132 million pounds on hand. 
‘The question is, what would the purchase situation be if unlimited imports were 
to be permitted? 

The answer is quite obvious. Most of the butter moving in international com- 
merce, as was pointed out heretofore, goes to the United Kingdom. The United 
Kingdom has entered contracts with the Government of Australia, New Zealand, 
and Denmark, to purchase most of the exportable surplus of these countries at 
fixed contract prices. The prices payable under these contracts are set forth 
in table 6, appendix A. For the current contract year, prices of the best grades 
of Australia and New Zealand butter are set at 39.2 cents per pound, and Danish 
butter prices are set at 42.2 cents per pound. 

The tariff on butter imported into the United States is 7 cents per pound on 
the first 60 million pounds, and for additional quantities is 14 cents per pound. 
Taking the tariff and adding thereto about 4 cents per pound for costs of ship- 
ping the butter to this country, it is seen that butter could be laid down at 
United States ports for around 50.5 to 53.2 cents per pound. This would be 
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about 16 cents per pound below the support price prevailing at major United 
States ports. Under such circumstances, it is quite obvious that, unless imports 
were controlled on a quantitative basis, huge imports would be made. This 
would wreck our prtce-support program. 

4. The disposal problem.—Unlimited imports of dairy products would con 
tribute very greatly to the already quite difficult problem of disposal of dairy 
products purchased under the price-support program. The question is, bluntly, 
this: How do we dispose of the commodities purchased under the price-support 
program? 

Heretofore, it has been possible to dispose of these commodities through the 
school-lunch program, through resale back to the regular butter trade, to foreign 
governments under reduced prices, and to programs for giving aid to people 
outside this country. (For deta garding disposition of dairy products pur 
chased under this program since the war, see table 7, appendix A.) However, 
if this Congress decides to permit import controls to lapse, so that, under the 
price-support programs, this country would buy up the world exportable surplus 
of butter, what do we do with the butter? If the volume of butter that we must 





dispose of under the price-support program is greatly increased by unlimited 
importation, with resultant purchases far greater than they would have been 
under a prograin calling for the proper control of imports, then we no doubt 


would add very materially to the disposal ovroblem. ‘tf would appear that, under 
the circumstances outlined, we would be purchasing the world surplus of butter, 
und then we would turn around und dispose of a great portion of it at low prices 
to countries that would have purchased it if we had not permitted it to be im 
ported into this country at high prices, compared to the price prevailing for the 
major volume of butter entering international trade. 

There have been many adverse comments in the public press as to the dairy 
product price-support program, I would like to point out that, since the war, 
the Commodity Credit Corporation has sustained losses of $132 million in a 
purchase program costing about S800 million. Losses on butter during the 
period were only $48 million, as compared to cost of about $150 million Inas 
much as the total value of dairy products sold from farms was about $4.3 billion 
in 1951, it will be seen that the costs are very small relative to the total farm 
income from dairying. (See table 7, appendix A.) I will venture to say that, 
dollar for dollar, the dairy price-support program has cost very much less, rela 
tive to the size of the industry, than the program for any other major commodity 


¢ 1) 
il 


V. ARGUMENTS AGAINST QUANTITATIVE CONTROL OF IMPORTS AS PERMITTED BY SECTION 
104 AND SECTION 22 ARE FALLACIOUS 

It is the view of the National Creameries Association that positive import con 
trois, with the smallest possible degree of discretion in their application, are 
necessary to the protection of the programs designed for the benefit of the Ameri 
can dairy farmer 

Since the passace of section 104, the positive import controls issued thereunder 
have been the subject of continuous attack by importers, foreign governments, 
our own Department of State, and those sections of the public press that desire 
a closer approach to free foreign trade policy. 

In this section of this-statement, I wish to summarize these attacks, and to 
show that they are unfounded and unwarranted. 

1. The free-trade argument against import controls.—Opponents of quantitative 
import controls, such as are exemplified in section 104, or that would be involved 
in quota restrictions under section 8, argue we should have free trade as a means 
of reducing friction between the nations and a higher standard of living for all 
The free-trade argument has been advanced for many years. However, while 
it might be conceded that, under certain conditions, free trade would be the 
proper thing, nevertheless an examination of the preconceptions on which the 
free-trade theories are founded indicates that, in the current state of world af 
fairs, such a goal is impossible to achieve. Free trade is possible only where 
(1) currencies are not artificially rigged and manipulated, (2) international 
cartelization of business does not exist, (3) government interference and manipu 
lation of trade through exchange regulations, government-to-government agree 
ments, and the like, are nonexistent, and, in the final analysis, (4) a free move- 
ment of capital and labor between countries is permitted. The free-trade argu 
ment, while sounding fine, is therefore seen upon examination to be imposible un- 
less drastic measures are taken to bring about the conditions under which free 
trade is possible-—-a situation not to be expected in the foreseeable future 
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2. The fallacious argument that dairying is an erport industry.—Opponents of 
a system of pusitive import controls argue that the export market for our dairy 
products is large, and that, therefore, we should permit unlimited imports so 
that other countries will have the dollars to buy our dairy products. This is an 
odd argument when competitive dairy products are considered, and all imports 
are Competitive to a greater or lesser degree—most of them directly and positively 
with the same commodity produced in this country. 

The only times that the United States has been a large exporter of dairy prod- 
ucts has been during periods of war, or periods of reconstruction following a 
major war. Table 8, appendix A, shows exports and imports of dairy commod- 
ities for the United States during the period 1939 through 1952. Table 9, 
appendix A, shows imports of dairy products, by kind, 1947-52. 

The figures given in table 8, while showing very heavy exports during the 
period of World War II and for several years thereafter, must be interpreted in 
terms of a war economy and trade movements under such economy, rather than 
by interpreting them as being accomplished in the course of normal trade. Our 
opponents very frequently forget this most important qualification regarding 
these figures. During the last war, this country had to expand its dairy industry 
very markedly in order to (1) feed our own Armed Forces and heavy civilian 
demands, and (2) furnish our allies with dairy commodities which they had 
theretofore secured from European countries which fell under the Nazi assault. 
Following the war, our exports were heavy due to the fact that we had to export 
large quantities of food to feed the liberated countries until the damage inflicted 
upon their dairy industry and other agricultural industries by the war could be 
repaired. By far the greater portion of this business was financed by lend-lease 
during the war, and by Marshall-plan aid and other grants following the war. 
These huge volumes of exports are not to be considered as normal exports by any 
stretch of the imagination. We paid for them ourselves. 

3. The argument that we should permit large dairy imports in order for other 
countries to be able to purchase our export commodities.—It is argued that we 
should permit large imports of dairy products in order that other countries 
should have the dollars available to buy the commodities which we normally 
export, such as cotton, wheat, tobacco, and some others. This is sort of like 
robbing Peter to pay Paul. This Nation would gain nothing by ruining the dairy 
industry in order to have a prosperous market for cotton, wheat, tobacco, some 
of the most soil-depleting crops we grow. 

Our major agricultural exports are wheat, cotton, tobacco, and fats and oils— 
mainly lard. These commodities, on the average, account for about 75 percent 
of all agricultural exports. We submit, however, that to ruin the dairy industry 
to enhance exports of these commodities would be very poor judgment, indeed. 
They probably will be exported in any event—at least, they have been for many 
years without it being necessary to wreck the dairy industry in order to provide 
them an export market. 

4. The argument that our entire foreign trade in agricultural products would 
be markedly improved by permitting unlimited imports of dairy commodities.— 
It seems appropriate at this time to take a quick look at our foreign trade in 
agricultural products, particularly in view of the fact that so many people argue 
that we should extend foreign trade in such commodities by all methods avail- 
able, including permitting large-scale dairy-product imports. 

Now, it is to be noted that there are two general categories of commodities 
which are imported. The Office of Foreign Agricultural Relations designates 
certain commodities as falling in a class called complementary imports. The 
other class of imported commodities are designated supplementary imports. 
Complementary imports include commodities which are not competitive with 
domestic agricultural eommodities, while supplementary imports compete directly 
with domestic products. Complementary commodities include coffee, cocoa or 
cacao beans, sisal, henequen abaca, crude rubber, bananas, tea, pepper, carpet 
wool, and the like. Supplementary imports include such commodities as cattle, 
canned beef, dairy products, hides, cotton, grains, sugar, molasses, oilseeds, vege- 
table oils and fats, and tobacco. 

Table 10. annendix A shows the course of United States foreign trade, average 
1935-39, and by fiscal vears, 1947-48 through 1951-52. During the prewar period, 
supplementary imports were larger than complementary imports. Since the war, 
thev have been about the same, except that there has been a tendency for com- 
plementary imports to exceed supplementary imports, and they were much larger 
in fiseal 1951-52. Unfortunately. we have no information as to how much of our 


exports, both agricultural and nonagricultural, were financed in one way or 
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another by this Government. The point is, however, that the value of importa 

tions of commodities which compete directly with domestically produced com 
modities is about the same as those which do not compete with our own produ 

tion. Viewed in this light. it may be said that our net gains from any imports 
of agricultural commodities are negligible. Those that are competitive, and 
which therefore to a considerable degree act as replacements for American 
products, just about balance our imports of commodities which cannot be pro- 
duced in this country. This is not to argue that we should not have these com 
plementary imports. We most assuredly should have them, since they contribute 
in no small fashion to the well-being of our people However, in consonance 
with the teachings of free-trade theory, we should export that which we produce 
most effectively, and import that which we cannot produce efficiently or at all 
We must rely for our net gains as a nation, with regard to our foreign trade, on 
the principle that we will export those commodities which we can produce effec- 
tively in competition with other nations, and import those commodities in which 
they have a sound competitive advantage—not an advantage due to artificial 
manipulation of their currency or from labor earning bare subsistence wages. 


VI. RECOMMENDATIONS 


I have pointed out heretofore that the administration has requested that the 
act under which dairy product imports are being adequately controlled, namely, 
section 104 of the Defense Production Act, as amended, be allowed to ¢ xpire as 
of June 30. 

The administration apparently bases its recommendation concerning allowing 
section 104 to lapse on the thesis that section 22 of the Agricultural Adjustment 
Act, as amended, and section S of the Trade Agreements Act, as amended, is 
sufficient to handle the problem. Assistant Secretary of State for Eeonomic 
Affairs, Mr. Harold F. Linder, so testified before the House Subcommittee on 
Agriculture which is now investigating various phases of the dairy industry 
in this country. Secretary of Agriculture Benson, in his testimony before the 
same committee, did not go quite so far While he recommended that section 
104 be allowed to expire, he stated that section 22 needed to be strengthened 

Ve, in my organization, and in the Dairy Industry Committee, do not believe 
that section 22, as it now stands, furnishes adequate protection. The procedure 
involved is quite lengthy and time consuming. Under section 8 of the Trade 
Agreements Extension Act, emergency powers in controlling imports of perishable 
commodities can be invoked. Nevertheless, it is our view that both provisions 
of law suffer from one fatal defect. They permit very wide discretion to the 
Secretary of Agriculture and the President. While in many instances, it is 
desirable to have a considerable degree of administrative discretion in applying 
broad powers granted by the Congress, here we are dealing with the survival of 
the most important agricultural enterprise in the United States, both from the 
point of view of income it contributes to farmers, and from the standpoint of 
the nutritive aspects of the diet of the consuming public in this country 

In such circumstances, we think the Congress should make the application of 
quantitative import controls mandatory upon the administration whenever it 
appears that imports are operating or will tend to operate so as to render ineffee 
tive our domestic agricultural programs, or so to unduly increase the costs of 
such programs 

There should also be some effort made to centralize the administration of 
section 8 of this act, and section 22 of the Avricultural Adjustment Act, as 
amended. As both acts stand now with regard to this matter, considerable 
interagency negotiation, and numerous actions by the President, will be involved 
in the administration of the subject provisions. Even with the best of intentions, 
the process will either be too time consuming, or in the case of emergency 
action, open the way for numerous interagency disagreements as to policy and 
the degree to which imports should be controlled. We think the Congress should 
establish the upper limit of imports that will be permitted when there is a 
program in operation under any of our domestic agricultural laws, and lower 
levels of imports left to determination by the administration under the current 
provisions of section 22. 

The proposals to amend section 8 set forth in H. R. 4294 are very good as far 
as they go. However, for the reasons set forth above, we think this committee 
might well go further in amending section 8 in an effort to assure adequate 
import controls over agricultural commodities which are operating under Depart 
ment of Agriculture programs, pending the completion of the study to be under 
taken by the President’s commission, and full-seale revision of our foreign trade 
laws. 
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In addition to the study commission which it is reported that the President is 
going to appoint in the near future, it is to be noted that, when the Secretary of 
Agriculture extended the dairy price support program for another marketing 
year at levels equivalent to 90 percent of parity, he did so only on the basis 
that, during the coming marketing year, the dairy industry would analyZe 
their problems and try to develop a more effective long-range program, one 
which would involve less Government interference in the operations of the 
market, and which would result in less drain on the Treasury. The dairy 
industry gladly accepted this suggestion of Secretary Benson, and has started 
work on the project. In view of this, it seems to us that the administration 
would be in a much more sound position, in asking for a continuation of the 
present legislation without change, if it approved a maintenance of the status 
quo all down the line. By this is meant, maintain section 104, or failing this, 
materially strengthen section 22 and section 8, until the studies now under way 
by the President’s Commission on Foreign Trade, and the work of the dairy 
industry pointed toward developing a more sound long-range program, are 
completed. 

In closing this statement, I would like to furnish this committee with a 
summary of the results of the work of the Dairy Industry Committee’s sub4 
committee on import control. Inasmuch as we represent all features of manu- 
factured dairy products, perhaps such information will be of some guidance to 
the committee in its deliberations. In any event, it will suffice to show the 
committee what these representatives of manufacturing milk producer and the 
manufactured dairy product field think is involved in developing a sound import- 
control program that is properly coordinated with our domestic farm policy. 

Over the long run, we feel that legislation must be enacted that will represent 
a reasonable correlation of our farm-policy goal—which as we understand it is 
to secure parity prices for the American farmer, and our foreign policy goal 
pointed toward expanding our foreign trade. We believe that the time has 
come when the present conflict in these goals can and must be resolved. If the 
eurrent conflicting policies should continue, in time one of them will have to 
fall. We think that this result can and should be avoided. 

For the last 6 months, a group of us in the manufactured dairy products field 
have been working together in order to develop a program for control of im- 
ports of agricultural commodities which will serve as a vehicle for the reason- 
able protection of the American farmer insofar as such protection is needed to 
attain the goal of domestic legislation designed to secure parity prices for 
farmers, and at the same time, to correlate our domestic farm-policy goal and 
foreign-policy goal. This group is composed of representatives of the American 
Dry Milk Institute, the American Butter Institute, the National Cheese Institute, 
the Evaporated Milk Association, and the National Creameries Association. It 
therefore represents practically all of the major manufactured dairy products 
and most of the producers of milk and butterfat whose output is used in manu- 
factured dairy products. 

After a great deal of work, and discussion of the problem with other organiza- 
tions, Government officials, and Members of Congress, we have developed a 
proposal that we think will (1) offer adequate protection of the American 
farmer with regard to the programs set up for his benefit under legislation 
designed to secure parity prices for agricultural commodities, (2) represent at 
least a step along the road to bringing about correlation between our domestic 
farm-policy goal and our foreign-trade-policy goal, and (3) thereby bring an 
end to the conflict between our domestic farm policy and our foreign-trade policy.. 

Our proposal, which we wish to offer to this committee for its consideration, 
provides for amending section 22 of the Agricultural Adjustment Act, as 
amended. We propose that a new paragraph be added to section 22, which 
would provide that imports of any agricultural commodity or product thereof be 
limited to a normal level during any period for which a program was in effect 
under any domestic farm law designed to support, directly or indirectly, the price 
of such product. We suggest that normal imports be defined as the preceding 5- 
year average of such imports, and that imports be limited to this level until 
prices of the supported commodity reach parity and remain there for 3 consecu- 
tive calendar months. After prices had remained at such level for such period, 
imports could come in without being subject to quantitative limitation, although 
of course the tariff laws would still apply. If prices sank below parity, then 
import controls would again be applied. If it were desired to limit imports 
more than that provided by the normal average or base, then the authority of 
section 22 as it is now could be invoked. 
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Our proposal makes it mandatory for the Secretary of Agriculture to limit 
imports to the 5-year period preceding the marketing year for which a program 
for any commodity is in effect. Application of more rigid controls would be at 
the wish of the Secretary and the President, pursuant to current provisions of 
section 22. 

We believe that our proposal has a great deal of merit. We think it is nonsense 
tc develop farm price-support programs, and then to permit uncontrolled imports 
to pour into the country, thereby contributing vastly to the cost of the program, 
resulting in our domestic farm programs becoming worldwide in scope, increas- 
ing costs to an astronomical degree, and in the end causing such a revulsion of 
public opinion that the farm program would be discontinued. 

The proposal we have made is set forth in detail in appendix B. While we 
suggest the 5-year average as the norm of permissible imports, I might state that 
it is the principle involved of relating controls on imports to the achievement of 
parity prices which interests us most. If some better base period can be de- 
veloped under this principle, we would most assuredly accept it. 

I pass this recommendation to the committee, with the request that you study 
it, and if possible, develop a bill along the line suggested and try to have it enacted 
by the Congress. 

Mr. Chairman, it has been a pleasure to appear before your committee. I 
appreciate your courtesy, and if my organization can be of assistance to your 
committee, please call upon us. 


APPENDIX A 
TABLE 1.—Milk cows and milk production on farms, United States, 1940-538 


| 








Production per Total milk production 

| Number of nilk cow on farms 

Year milk cows 
on farms 
Milk Butterfat | Quantity A nod 
Thousands Pounds Pounds Million Pounds 
noinds 

1940 _ 24, 940 4, 622 184 109, 412 828 
1941 25, 453 4, 738 188 115, O88 863 
1942 26 4, 736 188 118, 533 | 879 
1943 4, 598 183 117,017 | 856 
1944 4, 572 182 117, 023 846 
1945 4, 787 190 119, 828 | 856 
1946 4, 886 194 117, 697 | 832 
1947 5, 007 199 116, 814 | 810 
1948 __ 5, 044 200 112, 671 | 768 
1949 5, 272 209 116, 103 | 778 
1950 5,314 210 116, 602 769 
1951 5, 313 210 114, 841 744 
1952 5, 328 211 115, 117 | 733 

1953 3 ‘ - 





Excludes milk sucked by calves and milk produced by cows not on farms, 
? Preliminary. 


Source: Reports of the Bureau of Agricultural Economics, U. 8. Department of Agriculture. 
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TABLE 2.—Per capita civilian consumption of specified dairy commodities, 1935-5: 





[Pounds per capita] 


Evaporated! Dry whole | N 
milk 


Year Butter Cheese 


milk 


194 } 6.0 19.2 
O41 15.9 5.9 18.4 
42 15.8 6.4 18. 2 
194 11.8 19 12 8 
1944 11.8 4.8 15.6 
Q 10.9 6.6 18,2 
104 10. t 18.5 
1947 ] 6.9 20.3 
48 9 6.9 20.1 
1949 10.4 7.2 19. € 
950) 10.7 dnd 20. 1 
1951 1.6 7.2 18.2 | 
1952 8.7 | 
i 
A pproximat ivinal series discontinuc 
Source: Reports of the Bureau of Agricultural Economies, U.S. Departn 


TABLE 3 
1951 


countries, 

















OF 1953 


) 
milk 


12 
14 2 
16 2 
20 2 
39 2. 
34 1 
.37 l 
. ol 3 
45 2 
29 3 
25 3 
28 3 
oad 4 


ent of Agriculture 





nfat dry 
solids 






> 


Fluid milk 
and cream 


394 
411 
432 
423 
398 
387 
384 
385 
1395 
1400 


Production of dairy products in principal producing and exporting 


Dried milk ! 


370,179 
3841, 300 
(4 

17, 279 


(4 

17, 789 
(4 

50, OR6 
(4) 
‘ 


57, 013 


[In thousands of pounds] 
( try Butter Cheese Canned milk 
( la 257. 604 260 2 R44 
{ Sta 1, 214, 685 l 560 33 ¢ 100 
Cut ‘ ‘ 45, 192 
Bel 2 56 ( (4 
De k ; 165, 124 (4 
Fr 584, 000 7 § 617, 000 (4 
Ger ; , Western 607, 980 (47 4 
Ireland 72, 838 ‘ (4 
Ital ‘ 78613. 000 ‘ 
Netherland 184, 274 265, 257 394, 822 
Nor 1 24, 647 63, 929 ‘ 
Sweder 234, 322 120, 007 (4 
Switzerls 55 5 116, 848 (4 
United ki ik 2, 634 6 OR, 516 176, 512 
Argentina 14,884 186, 210 (4 
Tr n< vutl f 65, 867 21, 092 ‘ 
Australia $314,378 93, 242 3 150, 558 
New Ze i 410, 536 227, 360 
otal 4, 578,913 3, 830, 405 5, 030, 028 
I wl 1 dried skim milk for hun consu ion 
37 oO ( 
Revi 
4 Not repor 
‘ 951 is « i t 169,476,000 pounds 
6 Natal ve ictio 
. Est 
§ Total cheese, and includes cheese made from the milk of goats and sheep 
* Total che nd ludes cheese made from the milk of goats 
lotal but and includes butter made from the milk of sheep and goats. 
Sx World Pr ict of Dairy Products, Second Quarter, 1952, Office of Foreign Agricultural Rela- 


s, U. 8. Department of Agriculture, 


Sept. 22, 1952. 
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TABLE 4.—International trade in dairy products in specified countrics, 1951 


{In thousar f pounds] 


and ‘Toba un 4() RK 


uM 





Europe 
Austria l 4 ; 4 
Belgium and Luxembourg l 42. R69 1,018 69 } $52) 42, 564 ys 17. 628 
Czechoslovakia 
Denmark 303, (QE 101. 132 { wh ' 89 4g 
Estonia 
Finland 1,638) 19. 447 
France 3, 739 20. O55 8, 688; 2 24 032 2, 832 2, O85 s 
Germany, Western ll 5 ‘OX 871 33, 208 1 AO § j 
Greece 6, 430 41 
Hungary 
Ireland 505, 11, 200 01 76 19, 421 7, 442 
Italy 41.149) 33, 5¢ 25, 10 
Latvia 
Lithuania 
Malta and Gozo . 2 1, 700 
Netherlands 119, 097 115| 160,199 681! 386.800 24.000 44, 897 7 
Norway 6, 244 2 2, 653 1Y Ss 44 s 
Poland and Danzig (2 ' : 
Portugal 435 ) 750 
Rumania 
Spain 1 
Sweden 5S, 446 ? 
Switzerland 3 6,81 41,094 4, 293 5, 806 1, 266 629 ; 
United Kingdom 2 690. 345 : 435, 1 21,295, 114, 436 84 
Yugoslavia 16) 11.045 5 
U.S. 8S. R. (Europe and Asia : 2 








Burma 17, 0 
ish Malaya *1 600 1, 200 OF 1) 2. 400 
Ceylon 81 3200 700 11. 000 1. 700 
Hong Kong °1 100 7) 21. OOK 1 600 
India 381 000 10) 3, OK 33, 000 
Indonesia § 100 0), O00 100 


Israel 1.000 2, 1% 60 12, O00 





Japan SOO HK “My $4, O00 


Pakistan nM) ”) 5 (My 
Republic of Philippines 400 HOO 117. 000 6. 000 
Sian 18. 000 wn 


Syria and Lebanon 2 2 7 3. 100 - 2 


Belzi n Congo 7 ( ( 2, 400 


I { 89 BK R RO f ’ > KK 


Less than 500 pounds 
2 None reporte 

Based or mi plete data or exports by country of destinatior 
‘1 mm plete 
5 Includes canned n 
6 Incorporated in | 
? Included with dric 
* Includes Ghee 
* oes not include trade with Ai » Egyptian Sudan 


ialist Republies on Aug i VAC 





Source: International Trade in Diary Products Declines in 1951. Office of Foreign Agr It Re 
tions, U.S. Department of Agriculture, Aug. 4, 1952 
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Tan_e 5.—Prices paid by the Commodity Credit Corporation under price-support 
program, Mar. 1, 1949, to date 


Creamery butte 
Afar 1949-Jul 
July 28, 1949-De 
Jan. 1, 1950-Ma 
Apr. 1, 1951-Mar 
Apr. 1, 1952-Mar 
Apr. 1, 19. Mar 


Cheddar chees« 
July 28, 1949-Dec 





Jan. 1, ‘9 

Al 1, 19 

Apr. 1, 19 

A ror 

pr. 1, 19 
Nonfat dry milk 


Apr. 1, 1919-Aug 
Sept. 1, 1949-Dec 
Jan. 1, 1950-Mar 
Apr. 1, 1951-Mar 
Apr. 1, 1952-Mar 
Apr. 1, 1953-Mar 


Basis Chicago termi 


Source: Announcements of the Commodity Credit Corporation, l 


TaBLe 6.—Butter- 


[Cents per px 


Period and commodity 


31, 1949 


31, 1949 


31, 1951 


31, 1952 


31, 1953 
1, 1954 


yund] 





Grade 


59 
62 
60 
66 
67 


1 65 


31 
38. 
- 


Spray 


A 


( 
( 


ae 


) 
0 
0 


9 


( 


process 


WwW 


16. 00 


Price (cents per pound) 


Grade B 


64 


65.75 


1 63. 7! 


Roller 
process 


11.00 
11. 50 
10. 50 
13. 00 


15. ( 


0 


14. 00 


J. 8. Department of Agriculture. 


Contract prices for butter per pound under United Kingdom 


purchase contracts with Australia, New Zealand, and Denmark, 1940-49 to 


date 


1948-49 
1949-50 
1950-51 
1951-! 


1952-53 





1 July 1 to June 30 ¢ 


[In cents of U. 8S. money] 


Year 


ntract year 


4 August 1 to July 31 contract year. 
’ October 1 to September 30 contract year. 


Source: Office of Foreign Agricultural Relations, U 





Australia 
choice 
grade ! 


42.1 

31.4 | 
33.9 | 
36. 5 | 
39. 2 


| 
New Zealand | 


finest 


grade ? 


4 


9 <4 


4 


31.5 
33.9 


3 


6 


5 


39. 2 


. 8. Department of Agriculture. 





Denmark 


33. 
36. 
39. 
42. 


9 
5 
2 
2 
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TasLe 7.—EHstimated CCC loss on sales and other dispositions of dairy products 
acquired under price-support programs, Jan. 1, 1949—Dec. 31, 1952 


{Millions of dollars] 


Estimated 





eost of yt sale estimated 
Product and type of disposition oe Total sales Estim 
commodities proceeds loss (or gain 
sold 1 
Britter 
Dpomestic commercial sales &&.3 R9.0 7 
Sales for export 3.4 8 26 
Donations 1.4 46.4 
Direct distribution (sec, 32)? 12.1 12.1 
lotal 150. 2 101.9 {2.3 
Cheese 
Domestic commercial sales 12.1 12.1 
Sales for export_. 25.1 10.0 15.1 
Donations 9.9 . 09.9 
rotal 47.1 22. 1 25.0 
Nonfat dry-milk solids 
Domestic commercial sales 17.3 15.8 1.5 
Sales for export. . 8.1 ”). % a7 4 
Donations 19.9 19.9 
Direct distribution (sec, 32)? 4.3 4.3 
Total 99.6 40.8 2 2 
Potal all dairy products 
Domestic commercial sales 117.7 116.9 s 
Sales for export 86.6 31 55. 1 
Donations 76. 2 76. 2 
Direct distribution (see, 32)? 16.4 16.4 
Total 296. 9 164.8 132. 1 


1 Costs have been prorated between domestic and export sales on the basis of quantities sold in each type of 
outlet. It must be recognized that these estimates are subject to certain limitations, incl iding the followin 
(a) Export sales usually involve additional transportation costs since th 
delivered to ports of export. Supplies sold for domestic use are made available at warehouses where located 
(6) Average costs per unit have been utilized in determining estimated costs for different types of sales 
Inasmuch as the commodities sold vary by grade, by age, and by original procurement cost, these estimates 
reflect approxinate costs and losses 

rhese distributions were financed by Government funds available to the Department for use in disposing 
of surplus agricultural commodities. 


» commodities are ordinarily 








Source: Compiled from reports of the Dairy Branch, Production and Marketing Administration, Depart 
ment of Agriculture 


TABLE 8.—Eavports and imports of specified dairy products, United States, 1939-52 


{In millions of pounds] 








Butter Cheese Condensed Evaporated Dried whole Nonfat dry 
milk ¢ milk ¢ milk milk solids 
Year 
Ex- In Ex m Ex- Im Ex Im- Ex- Im- Ex Im 
port ports *) ports ports? ports ports 2) ports ports 2) ports ports 3) ports ports 3 
1939 2.3 1.1 15 5Y. 1 2.3 0.2 27.5 4 2.1 0.9 
1940 2.9 1.4 2.3 32. ¢ 27.4 5) 118.7 7.5 5 8.7 : 
1941 3.3 3.7 95. 0 20.0 82.0 5 602.0 (5) 15.0 (8 16.0 5 
1942 15. 2 20. 1 308. 0 24.2 0 381.0 5 14.0 5 134.0 5 
1943 85. 6 3.3 65. 0 25. 2 44.0 : 58. 0 5 9.0 5 »0 5 
1944 87.6 1.7 295. 0 9. ( 52.0 : 91.0 l 47.0 237.0 
1945 45.5 1.7 202.0 8.3 118.0 5) 759.0 16 65.0 302 l 
1946 11.4 7.0 208. 0 2.8 5.0 5 955.0 6 152.0 20. 0 5 
1947 11.2 3.8 177.4 8.7 108. 2 469. 8 ( 101.7 $ | 
1948 5.8 2 6 23. 6 111.4 ) 315.3 5 100 2 
1940 4.2 3 v8. 0 32.0 78.5 1 249. 5 (5) &1.4 213.7 5.3 
1950 26.3 5 4.6 56. 2 27.9 5) 150.1 4 62. 6 31.1 2.5 
1951 © 21.9 1 81.0 52.3 28.9 (s 203.4; (3 59. 5 9.0 224.1 0 
1952 v 5 3.8 49. 2 29. 6 5) 97.1 (5) 42.5 37.0 58.7 6 


|! Reexports included 1915-33 

? General imports, 1915-33, beginning 1934, imports for consumption. 
Imports for consumption 

¢ Condensed and evaporated milk; not reported separately prior to 1920 

§ Less than 50,000 pounds. 

* Preliminary. 

Source: The Dairy Situation, BAE, September-October 1952 issue. 
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{In pounds] 





. 
1947-58 


f Foreign Agricultural 





70, 902 





369. 046 
12. 909 

936 373 
37. 950 

9%, 922 
166, 254 
01, 641 
O05. 041 
973 

374, 949 


Ate 


nsumption, 


1 millions of dollars] 





, 532 


, 469 


EXTENSION ACT 


6, 922 


1, 489, 


United States foreign trade, average, 1935 
48 through 1951-52 


1948-49 


&30 
SHO 


|, 690 


3, 001 


3, 970 


OF 


180 


S11 


700 
3, 694 


108 









) 9OO 


1949-5 








1953 





1, 983 
0) 
5, 742 
‘4p 
1, 413 





x 
~ 
x 


624, 843 
224, 767 
264, 999 
865, 805 


75, 596 


975, 171 
60, 669 
688.1 6 
72 080 
5, 048, 520 
33, O51 


’ 
1, 650 


768, 701 
304, 99: 


8, 330 









Wilk and dairy products—Imports for consumption into the United 
States, calendar years 
















1952 


280 
IR) 
17 
9 419 


10, 000 
56, 838, 342 
37, 011, 528 








568. 800 
12, 924, 071 
5, 203, 718 


45 
1 


245 


72, 304 
7, 561, 007 
2, 7°1, 034 
1, 400, 665 

228, 484 


955, 399 





3, 022, 495 
3, 584, 790 


385, 320 
12, 486, 668 


4, 207, 607 


luded in the classification ‘‘Malted milk and compounds.” 
t ted as Pecorino cheese 
e included in the classification ‘Dry buttermilk.’’ 


Bureau of the Census, Department of 


39, and fiscal years, 


1950-51 1951-52 


3, 411 
9. 187 


4, OAT 
11, 462 


15, 509 


1, 698 


1,970 





», 753 
10, 451 


5, O58 


Relations, U. 8. Department of Agriculture, 





TRADE AGREEMENTS EXTENSION ACT OF 1953 135 


PROPOSED AMENDMENT OF SECTION 22 OF THE AGRICULTURAL ADJUSTMENT ACT, AS 


DEVELOPED BY THE DIC SUBCOMMITTEE ON IMPORT CONTROL, NOVEMBER 25, 1952 


Section 22. (a) It is the policy and the intent of the Congress that, notwith 
standing the provisions of any other law and operations thereunder, imports of 
agricultural commodities or products thereof shall be controlled through im 
port fees or quantitative limitations, to the extent necessary (i) to achieve the 
purposes of titles I, Il, and III of the Agricultural Act of 1949, or the Soil Con 
servation and Domestic Allotment Act, as amended, or section 32, Public Law 
320, 74th Congress, approved August 24, 1935, as amended, or the Agricultural 
Marketing Agreement Act of 1937, as amended, or any loan, purchase, or other 
program or operation undertaken by the Department of Agriculture or any 
agency operating under its direction, and authorized by the laws enumerated in 
this paragraph (a), or (ii) prevent any substantial reduction in the amount of 
any product processed in the United States from any agricultural commodity or 
product thereof with respect to which any such program or operation is being 
undertaken. In no event shall imports of any agricultural commodity or prod 
uct thereof be permitted to exceed, during the marketing year for which a pru 
gram to support prices to producers directly or indirectly is in effect under any 
of the laws enumerated herein, average annual imports of such commodity or 
product thereof during the 5-year period immediately preceding the current pro- 
gram year, unless and until the United States farm price of such commodity or 
product, except for milk and butterfat and the products thereof, in which case 
the United States farm price of butterfat shall govern, reaches (a) parity prices 
as seasonally adjusted for such commodity or product and remains at such level 
for three consecutive calendar months, or (b) such higher levels as the Secretary 
may determine pursuant to section 402 of the Agricultural Act of 1949; Provided, 
however, That the volume restriction set forth herein shall apply during any 
period when farm prices are below parity ; Provided, further, That the Secretary 
of Agriculture is authorized to impose such additional quantitative limitations 
of imports as the Secretary may find necessary, during the operation of any 
price-support program for any agricultural commodity, to minimize the cost 
of such purchases, or losses that would be incurred in the disposition of any 
commodity in Government inventory; and provided further, That the procedure 
set forth in paragraphs (b), (¢), and (d) hereof shall be applicable to the es- 
tablishment of import fees, but shall not be applicable to quantitative limitations 
except in case the Secretary deems it necessary to limit imports to levels below 
the level established pursuant to this paragraph (a). 

(b) Whenever the Secretary of Agricultural deems it necessary to apply im- 
port fees, or quantitative limitations designed to limit imports to lower levels 
than those authorized in paragraph (a) of this section, he shall so advise the 
President, and, if the President agrees that there is reason for such belief, the 
President shall cause an immediate investigation to be made by the United 
States Tariff Commission, which shall give precedence to investigations under this 
section to determine such facts. Such investigation shall be made after due 
notice and opportunity for hearing to interested parties, and shall be con 
ducted subject to such regulations as the President shall specify. 

(c) If, on the basis of such investigation and report to him of findings and 
recommendations made in connection therewith, the President finds the exist 
ence of such facts, he shall by proclamation impose such fees not in excess of 
50 per centum ad valorem or such quantitative limitations on any article or ar 
ticles which may be entered, or withdrawn from warehouse, for consumption 
as he finds and declares shown by such investigation to be necessary in order 
that the entry of such article or articles will not render or tend to render in- 
effective, or materially interfere with, any program or operation referred to in 
subsection (a) of this section, or reduce substantially the amount of any prod 
uct processed in the United States from any such agricultural commodity or 
product thereof with respect to which any such program or operation is being 
undertaken: Provided, That no proclamation under this section shall impose 
any limitation on the total quantity of any article or articles which may be en- 
tered, or withdrawn from warehouse, for consumption which reduces such per- 
missible total quantity to proportionately less than 50 per centum of the total 
quantity of such article or articles which was entered, or withdrawn from ware- 
house, for consumption during a representative period as determined by the 
President: And provided further, That in designating any article or articles, the 
President may describe them by physical qualities, value, use, or upon such other 
bases as he shall determine. 
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(d) The fees and limitations imposed by the President by proclamation under 
this section and any revocation, suspension, or modification thereof, shall be- 
come effective on such date as shall be therein specified, and such fees shall be 
treated for administrative purposes and for the purposes of section 32 of Pub- 
lic Law Numbered 320, Seventy-fourth Congress, approved August 24, 1935, as 
amended, as duties imposed by the Tariff Act of 1980, but such fees shall not be 
considered as duties for the purpose of granting any preferential concession 
under any international obligation of the United States. 

(e) After investigation, report, finding, and declaration in the manner pro- 
vided in the case of a proclamation issued pursuant to subsection (b) of this 
section, any proclamation or provision of such proclamation may be suspended 
or terminated by the President whenever he finds and proclaims that the cir- 
cumstances requiring the proclamation or provision thereof no longer exist or 
may be modified by the President whenever he finds and proclaims that changed 
circumstances require such modification to carry out the purposes of this sec 
tion. 

(f) Any decision of the President as to facts under this section shall be final 

(g) No trade agreement or other international agreement heretofore or here- 
after entered into by the United States shail be applied in a manner inconsistent 
with the requirements of this section. 


The CHatrmMan. The next witness is Mr. E. L. Morris, executive 
director of the Tuna Research Foundation, Long Beach, Calif. 

While I have stated your name, Mr. Morris, you may do so, and 
the capacity in which you appeai 


STATEMENT OF EDWIN L. MORRIS, EXECUTIVE DIRECTOR, TUNA 
RESEARCH FOUNDATION, LONG BEACH, CALIF. 


Mr. Morris. Mr. Chairman and gentleman, my name is Edwin L. 
Morris. I live in Lone Beach, Calif. I am executive director of 
the Tuna Research Foundation, whose members, in 1952, accounted 
for 85 percent of the total United States production of canned tuna. 
This is a business of $150 million yearly, which gives ao employ- 
ment to 30,000 workers. Re ‘presenting that organization, Iam ap pear- 
ing in support - “ R. 4294, in that it attempts to cure certain defects 
in the Reciprocal Trade Agreements Act which have been harmful 
to the canne Dana aieeitted thc ountry. 

The whole complex problem of wen 1 trade and its effect on inter- 
national relations is involved in present trade-agreement legislation 
and in H. R. 4294, which ited to extend it for 1 year in amended 
form. The principle of removing world trade barriers and of free 
and voluntary exchange of goods and services across international 
boundaries is a basic one. However, in our opinion, the further 
activation of this principle must be closely scrutinized in light of 
American interest and long-range effect to the welfare of this countr y; 
its labor and its industry. We, therefore, support the administration’s 
plan for a thorough and intensive study of the whole problem. This 
is certainly desirable before any further action is taken looking 
toward additional duty reductions. Such a study should be under the 
guidance of Congress. Such a study should be preceded by the enact- 
ment of such safeguards as H. R. 4294 provides so as to assure the 
strong economy essential to widening economic participation by other 
nations in this market. 

Presuming equal standards of living in countries competing for 
world markets, there can be little fault found with the economic theory 
of division of labor where world trade will flow to that country which 
produces most economically and most efficiently. However, this pre- 
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sumption does not exist and if we are to maintain our present standard 
of living as the highest in the world, we must continue to apply the 
equalizing factors of tariffs or import quotas to protect the standard 
of living of the American worker and the opportunities of free enter- 
prise to American industry. Careful and thorough investigation 
must accompany the use of these equalizing factors. It is a contention 
of advocates of the free-trade theory of the economic division of 
labor that the marginal or high-cost producers should turn to other 
production. In other words, the fisherman or cannery worker should 
go find himself something else to do or to make—which is not neces 
sarily possible in either an economic or desperation sense in a highly 
developed ec onomy where investment and employment opportunity 
are long since established and organized to meet the real economic 
needs of our country. 

We have traveled a far piece of the road in our journey from high 
tariffs to the goal of free trade. In 20 years we have reduced our 
tariffs on dutiable goods from a level of more than 50 percent then 
to 12 percent today. Im addition, we have made most sparing use of 
nontariff trade restrictions such as import licenses, quotas, currency 
exchange requirements, et cetera, such as are effective in many other 
countries involved in world trade. Further reduction through the 
instrument of trade agreements should be approached with care and 
caution and with considerably greater emphasis on the requirements 
and limitations of domestic industry. 

Wholesale concessions made in haste and without careful considera- 
tion and consultation with industry, as represented by some existing 
trade agreements, contain inequities that have proved damaging. 
The principles of H. R. 4294 will give the legitimate interests of do- 
mestic industry and labor greater recognition in any new agreement 
that may be negotiated, and make rectification of injury suffered in 
previously negotiated agreements more readily attainable. This we 
consider to be essential. 

Perhaps more consideration and study should be given to a bal- 
ancing of world trade between all countries rather than to opening 
wider the gates to the world’s most highly developed market, the 
United States, with the implied obligation that we become the prin- 
cipal market pli ce for all the world’s manufacture and production, 

Perhaps exporting countries should be encouraged to develop a mar- 
ket in this country for goods which are not readily obtainable here 
rather than simply to duplicate goods of our own manufacture in 
competition with our own labor and manufacture. 

Perhaps more consideration should be given to the imposition of 
import quotas in exchange for reduced tariffs. Our industry would 
favor import quotas based on a percentage of national consumption 
to the end that imports would grow as consumption increased and 
American industry could expand with the assurance that it would 
enjoy at least its own share of the market. 

Our investigation and study of the history of the domestic canned 
tuna industry indicated that it has suffered serious injury on three spe- 
cific occasions, detailed below, as a result of trade agreements nego- 
tiated under existing legislation. We do not believe that it is necessar y 
to present detailed ‘facts about the production and imports of tuna, 
employment in the industry, capitalization, and so forth, since several 
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studies of the industry have only recently been completed by several 
governmental agencies. 

I would, however, request at this time, Mr. Chairman, approval to 
file a subsequent statement with condensed statistical information 
supporting these points. 

The CuatrmMan. Without objection. 

(The material referred to is as follows:) 


rARY STATEMENT OF TUNA RESEARCH FOUNDATION 


TARIFF HISTORY OF CANNED TUNA 


Historically, canned tuna in oil has always been afforded tariff protection. 

Under the Tariff Act of 1922 all canned fish not categorically named was 
placed under one basket heading calling for a 30 percent ad valorem duty. This 
included canned tuna which, at that time, was imported in such small amounts as 
to be considered negligible. 

The Tariff Act of 1930 continued the same duty, but provided that a special 
category was to be made listing canned tuna in oil at the 30 percent ad valorem 
duty. From 1931, the first year of the listing of canned tuna in oil, the imports 
rose from 937,000 pounds to 14,382,000 pounds in 1933, or a rise of 1,400 percent. 
During the same period the percent of imported canned tuna compared to the 
total amount consumed in the United States rose from 3.3 percent in 1930 to 
30.6 percent in 1933. 

Because of the tremendous increase in imports of 1933 to the detriment of 
the domestic canned tuna industry, President Roosevelt raised the tariff to 45 
percent ad valorem beginning January 13, 1934. The immediate effect in terms 
of both amount imported and percentage of the total consumption of canned tuna 
in the United States will be seen from the table appearing below: 


TABLE I.—Percent and amount of imported canned tuna in oil 


Percent of Miondind Pereent of 
total con- Duty I “| total con Duty 


nound 
sumptior ae sumption 


Percent 
6, 843 t 45 
11, 053 3.6 45 
7, 192 7 45 
10, 126 45 


From the ahove table it is evident that although the imports were temporarily 
curbed following the imposition of the 45 percent duty, they quickly regained a 
large share of the American market, reaching 13.6 percent in 1937. This duty of 
4) percent ad valorem on tuna in oil remained in effect until 1943. However, 
after 1939 the imports dropped due to World War II, which was then in progress. 

In 143, through a trade agreement with Mexico, the duty on tuna in oil was 
lowered to 22145 percent ad valorem. The effect of this was not immediate, due 
again to wartime circumstances and indeed not until 1950 did foreign imports 
command any appreciable amount of the domestic market for canned tuna in 
oil. However, in the latter year the Japanese had recovered sufficiently to ex- 
port the greatest amount of canned tuna in oil that they had ever produced, to 
and including their record year of 1933. The share of the total market for tuna 
in oil of imported canned tuna jumped from 5.9 percent in 1948, receded tempo- 
rarily to 3.1 percent in 1949, and zoomed to 17.3 percent in 1950. ‘his represented 
the highest level which foreign imports had climbed in relation to domestic pro- 
duction and actual total consumption since 1933. 
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On January 1, 1951, the trade agreement with Mexico was abrogated by Mexico 
and the tariff on tuna in oil returned to 45 percent ad valorem. The same process 
took place that had been observed in 19383 and 1934. Immediately after the im 
position of the 45 percent tariff, the imports of tuna in oil dropped considerably 
to 3,615,000 pounds in 1951, but began climbing the next year, 4,288,447 pounds, or 
an increase of 18.5 percent was registered 

At the same time, a complicating factor had entered the tuna in oil picture 
commencing in 1948. From that year imports of canned tuna packed in brine 
solution were brought into the United States under the terms of a trade agreement 
with Iceland, which listed tuna in a basket category at a 12% percent rate ad 
valorem. Although these were negligible until the return of the 45 percent 
tariff on tuna in oil they immediately assumed nearly the comparable impor 
tance to that of tuna in oil before 1951. The table below shows the amount and 
the percentage of the total domestic consumption that this product attained 
since 1950. 


TABLE II.—Amount and percent of tuna in brine imported into United States 


1948 
1949 
1950. 


Negligible 
? Estimated. 


Thus, it will be noted that historically a tariff of 45 percent on tuna in oil 
regulated imports of canned tuna within a volume that the domestic canned 
tuna industry can accommodate. However, reductions brought about through 
the negotiation of trade agreements involving concessions in duty immediately 


result in an import volume damaging to the domestic industry. 
The negligible importance of Mexico as an exporter of canned tuna to the 
United States is demonstrated in table III, below: 


TABLE III.—History of tuna imports from Mexico 


In thousands of pounds 


Amount Percent to 
imported total 
fron tuna 


Mexico imports 


Duty 


1936 

1937 
1938 
1939 
1940 
1941 


The trade agreement effective in 1943, which reduced the duty on canned tuna 
from 45 percent to 22% percent, clearly shows that Mexico was not a factor, and 
why canned tuna was included in this trade agreement remains a mystery 
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The effeet of the concession on duty on canned bonito (sold in the United States 
as a subsitute for tuna) is shown in table LV below: 


TanLte LV.—IJmports of canned bonito 
lariff par. 718 (a) No. 0066.100) 


{Pounds} 


Country 
Duty a - | Total 
Peru Chile Others 


21 percent 8, 017, 101 76, 863 5, 225 8, 099, 189 
lo &, 088, 308 2 481 313 &, 135, 102 


21 percent to Oct. 1 9, 437, 090 ¢ 401 9, 827 8, 179, 000 
15 percent after Oct. 1 2, 238, 000 


10, 437 8 
23, 653 13, 811, 5 


1 before 1949 


Prior to 1948, imports of bonito canned in oil were not separately reported in 
official statistics. They were probably insignificant or nil before the war. The 
emergence of the present substantial import trade in bonito, canned in oil, was a 
direct result of the wartime and postwar development of the fish-canning 
industry in South American countries, particularly in Peru. This industry was 
developed largely through the activities of our point 4 program. 


TABLE V.—Ca nned tuna imports and percent of total consumption 


Tuna in oil Tuna in brine 
Percent of 


total con- 
sumption 
of all tuna 
| imports 


Percent of 
total con Duty 
sumption 


Percent of 
total con- Duty 
sumption 


Thousand 
pounds 


Thousand 
pounds 


Percent 


one 


— swoon 


~ 


Negligible 
Estimated by Tuna Research Foundation, Mar. 27, 1953 


Source of all tables: U. 8. Fish and Wildlife Service 


Mr. Morris. 1. In 1943 a trade agreement with Mexico became 
effective which reduced the duty on canned tuna in oil from the exist- 
ing rate of 45 percent to 2214 percent. Mexico was not a factor 
in the canned-tuna business; in fact, exported only negligible quan- 
tities from the date of the agreement through 1946 and none since 
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then. No regard during this trade-agreement negotiation apparently 
was given to the fact that J: apan would, after the cessation of hostil- 
ities, reemerge as the world’s largest exporter of canned tuna. No 
consideration was given to the fact that Japanese exports of tuna to 
this country in the 1930's at a duty of 30 percent, not 2214 percent, 
completely demoralized the entire domestic industry until President 
Roosevelt by Executive order in January of 1934 increased it to 45 
percent. This increase brought about a balance between imports and 
domestic production and permitted the industry to recover. Little 
consideration was given to the industry’s point of view in the nego- 
tiation of the agreement. Only the abrogation of this trade agree- 
ment by Mexico, effective January 1, 1952, which returned the duty to 
45 percent, saved the domestic industry, and it was a close call as 
Japan, having rebuilt her fishing industry, flooded the country with 
canned tuna at the reduced rate. 

In 1943 a trade agreement was negotiated with Iceland. Despite 
the fact that Iceland neither catches, processes, or consumes tuna, 
tuna canred in brine was thrown into a basket category of fish upon 
which ms duty was reduced fron 25 percent to 1214 percent. Asa 
result, Japan switched the bulk of its exports to us from tuna canned 
in oil at 45 percent to tuna canned in brine at 12% percent. Only 
subsequent voluntary restriction of exports by the Japane se enables 
the domestic industry to live. This is a situation brought about by 
trade agreements under present legislation and is about as logical as 
the imposition of a tariff of 45 percent on black shoes and 1214, percent 
on brown. Again—industry was not given due consideration. 

As a result of negotiations under the general agreement on 
tariffs and trade, the duty on bonito canned in oil has been cut from 
30 percent to 15 percent. Bonito is sold in this country as a substitute 
for canned tuna and rapidly growing imports of this product, princi- 
pally from Peru, have diverted approximately 7 percent of domestic 
consumption from tuna to bonito. 

In view of the above experiences, it is our considered opinion that 
the adoption of the principles involved in H. R. 4294 will tend to 
prevent recurrence of similar acts injurious to the domestic tuna 
industry and we therefore recommend the inclusion of these principles 
in the extension for 1 year of Reciprocal Trade Agreements Act. 

The Cuamman. Are there any questions ¢ 

Mr. Kine. Yes, Mr. Chairman. 

The Cuarrman. Mr. King wishes to inquire. 

Mr. Kine. I wish first to compliment Mr. Morris on the under- 
standable manner in which he has drawn up this statement. And I 
wish, further, Mr. Chairman, to have this rec ord spell out the fact that 
this committee, in acting on my own and Mr. Camp’s proposals in the 
last session of Congress, recognized the injury and the depressed and 
serious situation confronting “the industry in my district, and pretty 
much along the entire west coast. And I believe, Mr. Morris, there 
has not been another instance, in the 7 or 8 years I have been on this 
committee, when not only this committee but the House has acted on 
legislation similar to that which sought to remedy and alleviate the 
very serious situation that confronted the tuna- packing industry in 
this country. This proves the seriousness of the tunafish problem. 
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I can only say again, Mr. Chairman, that I trust that their situation 
will be again recognized and aided in Mr. Simpson’s proposal. 

The Cuarmman. Any other questions? Mr. Curtis will inquire. 

Mr. Curtis of Missouri. Mr. Morris, I would like to ask you this 
question. It seems to me from your statement that you feel the basic 
trouble has been the method and the manner in which the adminis- 
tration of these reciprocal trade agreements were handled. 

Mr. Morris. That is essentially so, sir. 

Mr. Curtis of Missouri. If the administration position and philoso- 
phy, and the details necessary to carry out such a change in philos- 
ophy would ensue, there would be no reason for legislation, would 
there ? 

Mr. Morris. Well, our thinking is that under existing legislation we 
haven’t fared very well. We feel that the further restrictions or safe- 
guards included in the Simpson bill will place us in a little more fav- 
orable position, not only to rectify the injury that has been done, but 
to prevent additonal injury. 

Mr. Curtis of Missouri. I can certainly sympathize with the posi- 
tion that you present here, and I sympathize with many other posi- 
tions of other industries. But we are concerned with legislation, and 
it is a question in my mind whether or not, had these laws been ad- 
ministered differently, we would not have had this damage to many 
segments of our industry. And f have no conclusions, but I am just 
raising the question of whether we need more legislation, or whether 
or not what we really need is some sympathetice administration. 

Mr. Morris. Well, that is a question. We would like to have both. 

Mr. Curtis of Missouri. You still think that you would like to have 
them pinned down, whatever the administration is¢ 

Mr. Morris. Yes, sir. 

The Cuarrman. Mr. Utt? 

Mr. Urr. Mr. Chairman, I had just a question or two along that line. 

Do you favor that part of the bill that expands the criteria under 
which you can get relief from the Tariff Commission ? 

Mr. a ris. Yes. 

Mr. Urr. And do you favor that part of the bill which provides 
that the iadionta of the Tariff Commission are made mandatory upon 
the President and above his veto ¢ 

Mr. Morris. Yes. 

Mr. Urr. And do you also favor that part of the bill which pro- 
vides an increased number of tariff commissioners rather than an even 
number ¢ 

Mr. Morris. Yes. 

Mr. Urr. Now, secondly, I wanted to explore the tuna business just 
a little bit. Do you feel that if this bill is not enacted, and you do not 
get better treatment from the Commission and the administration, 
the tuna industry can exist much longer, or will it be in danger of 
being dissolved ? 

Mr. Morris. Well, that depends entirely on the Japanese. They 
have—and in our opinion in order to lull us into a sense of security— 
adopted a program of export quotas. In other words, they are limit- 
ing their exports of tuna to this country to just about the figure or 
tonnage that we can absorb, without completely wrecking the industry, 
and without causing some very drastic legislative steps which they 
fee] might ensue. 
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Mr. Urr. But that is a voluntary agreement? 

Mr. Morris. Purely voluntary. 

Mr. Urr. And can_b be abandoned with 1 day’s notice, or 30 days’ 
notice ¢ 

Mr. Morris.. Yes. They already have changed their quotas. In 
April of last year, they set a voluntary quota of 12,000 tons of raw 
fish and a million cases of canned tuna. In 3 months, they lifted their 
quota on raw fish, from 12.000 tons to 18,000 tons, and then in another 
3 or 4 months they raised it to 21,000 tons, from the original 12, and 
also ae their quota on canned tuna from a million to 1,150,000 cases. 

Mr. Urrr. You say that your industry then is kind of existing under 
the ax “ the volunt: uy in iport quot: i é 

Mr. Morris. We are trying to do business with long-range planning 
while we sit under the sword of Damocles. 

Mr. Urr. Can you tell me how much increase there has been in the 
import of tuna in brine as against the decrease in oil, in order to get 
the benefit of the reduction ? 

Mr. Morris. There was no tuna in brine imported into this country 
until the trade agreement w ith Mexico was abrogated, and until Japan 
rebuilt her fishing industry. ‘Tuna in brine did not begin to come 
into this country until 1949. Then only small experimental ~— 
inents were made. In 1950 and 1951, ve ry little came in, because 
duty on tuna canned in oil was stil—No. I misstated that. They 
had not recovered sufliciently to be a factor in the export market. 

In 1951, however, when the Mexican trade agreement was abrogated, 
effective January 1, 1952, they flooded the country with tuna in oil. 

And then, during 1952. the *y really let us have it on tuna in brine. 
They transferred their whole export or almost their whole export into 
tuna in brine. ‘They did, however, export and still are exporting tuna 
canned in oil in relatively small amounts, and thacv 's more nearly 
competitive pricewise with our product, and we can compete fairly 
well. However, with tuna in brine, it sells at probably two-thirds of 
what our Pa sells for. 

Mr. Urr. Would you say that yours is an industry that could readily 
change into some other industry, or would it just be liquidated if 
disaster would come to the markets? 

Mr. Morris. Well, from the production end of the business, we 
would be liquidated. Our canneries are highly specialized and highly 
mechanized. 

Mr. Urr. I do not refer to the canning industry. I refer to the 
tuna-fishing industry itself. 

Mr. Morris. Well, I do not know what the tuna-fishing industry 
could turn to. ‘Their boats are built purely to engage in tuna fishing. 
The probabilities are that they could be converted to go into the salmon 
industry or the groundfish industry, and, of course, that would 
probably wreck those industries. 

Mr. Urr. That is all, Mr. Chairman. 

The Carman. Mr. Mills will inquire. 

Mr. Mirus. Mr. Morris, I am very sorry that I did not get to heat 
vour statement, because I have, as you perhaps know, had some interest 
in the tuna-fishing industry, even though I am not a representative 
from the Pacific coast. I remember the committee, too, took some 
interest in this matter a year or so ago. 
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Mr. Morris. Yes, sir 

Mr. Miuts. I am a little confused. I don’t quite understand just 
how the Simpson bill would help your situation, in the hight of the 
fact that the information given the committee a year or so ago was 
to the effect that most of the trouble from imports resulted from im- 
portation of fresh or frozen tuna. Now, is that still the case, or not? 

Mr. Morris. That is the case as regards the fishing segment of the 
industry. 

Mr. Mitts. I see. 

Mr. Morris. ‘The canning segment is not affected by the imports of 
raw fish, other than to the extent that continued uncontrolled imports 
of raw fish will probably drive our tuna fleet off the seas, and we, as 
canners, producers, processors, would therefore lose control of the 
supply of our own raw material, which would pass to a foreign 
country. 

Mr. Miuus. The Simpson bill would not prevent that from happen- 
ing, then ¢ 

Mr. Morris. The Simpson bill would not. However, the Simpson 
bill will, in our opinion, give us greater protection in the fact that the 
peril point becomes mandatory. 

Mr. Mixus. In order that this record may be clear, what you and I 
are saying is that there is no tariff at all on frozen tuna. 

Mr. Morris. That is correct. 

Mr. Mutzs. And, of course, the Simpson bill does not levy a tariff 
on frozen tuna. 

Mr. Morris. That is correct. 

Mr. Mixis. So that in order for the tunafish fishermen to have the 
help that they ned to continue in operation, it is necessary for a tariff 
to be levied, in your opinion ¢ 

Mr. Morris. I would say an import quota, rather than a tariff. 

Mr. Miuis. An import quota re ather than a tariff, 

Mr. Morris. Yes, sir; a flexible import quota. We, as canners, sup 
ported the Camp bill last year, which is an unusual position for a 
manufacturer or processor to take. 

Mr. Mixis. But it did propose a tariff. That bill proposed a tariff? 

Mr. Morris. That is correct. Now, since that time, there have been 
some developments in the Japanese fishery that indicate to us that any 
reasonable tariff we could hope to get would not control imports. 

Mr. Mitus. So you would rather now have a quota ‘ 

Mr. Morris. An import quota; yes, sir. 

Mr. Muas. You think that would be the position of the American 
tuna fishermen / 

Mr. Morris. I think it is, sir. 

Mr. Urr. I just wanted to say that I knew there was no import on 
frozen tuna, but that was not. before the committee on this bill, and I 
realize that this bill does not give them any protection from the im- 
port of frozen tuna. But even if there should be a tariff later on 
frozen tuna, this bill still has its effect on the tuna industry from the 
standpoint of reciprocal-trade agreements. And there are portions 
of this bill which I think are very important to the preservation of 
the tuna industry. 

The Cuatrrman. Mr. Simpson will inquire. 

Mr. Simpson. The evils which confront your industry arise largely 
as a result of a trade agreement with Iceland; is that correct ? 
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Mr. Morris. That is correct, sir. 

Mr. Suwpson. And Iceland is not a party in interest at all. 

Mr. Morris. That is correct. 

Mr. Stmpson. That is a strange way to make an agreement regard 
ing a large segment of American industry, with a country with whom 
you do not even deal. Was it done with your knowledge, when the 
agreement was made? 

Mr. Morris. No, sir. Now, I don’t speak for the industry. 

Mr. Simpson. But as far as you know, the negotiators from the 
State Department threw tunafish in a basket with eels und, who do not 
have any tuna, and caused this evi] to your industry. Now, do I under- 
stand further that the very existence of your business, assuming Con- 
gress fails to act, depends upon the grace of the Japanese ¢ 

Mr. Morris. That is pretty much correct, sir. 

Mr. Simpson. Do you mean by that that if they wanted to they could 
put tunafish here at such prices that your business could not survive. 

Mr. Morris. That is correct. 

Mr. Simpson. Now, you say that the Japanese, for one reason or 
another, have imposed export quotas. 

Mr. Morris. Yes, sir. 

Mr. Srupson. That they have already made a slight increase, an 
increase in the original quota that they imposed wpon themselves. 

Mr. Morris. Yes, sir. 

Mr. Simpson. Now, do you think that if this committee now investi 
gating this subject should fail to act, and the Congress should fail to 
g£ ‘ive you protection of one kind or another, you wouk l agree with me 
that the Japanese might properly infer that we do not care much for 
the business, and therefore they might greatly increase their exports / 

Mr. Morris. Mr. Simpson, the quota that I spoke of, the voluntary 
quota, expired in March, March 31. This is April 28. No new quota 
has been set and established, to my knowledge. 

My opinion is that no quota will be established until they find out 
the result of these hearings. I think they are waiting to find out what, 
if anything, is apt to happen. 

Mr. Simpson. And, of course, you are afraid that if they discover 
that we take no action to protect you, they will let the bars down and 
take the market ? 

Mr. Morris. We are very much in fear of that. 

Mr. Stupson. Thank you, sir. 

The CHairman. Is that all? 

We thank you, sir, for your very fine statement. 

Mr. Morris. Thank you. 

The Cuamman. Mr. Warren 8. Smith, secretary-treasurer, the Hat 
Institute, New York City. 

I see you are listed for 5 minutes, sir. 


STATEMENT OF WARREN S. SMITH, SECRETARY-TREASURER, THE 
HAT INSTITUTE, INC., NEW YORK, N. Y. 


Mr. Svrrn. Mr. Chairman and gentlemen of the committee, my 
name is Warren S. Smith. I am secretary and treasurer of the Hat 
Institute. I have also been asked to represent the manufacturers of 
wool felt hat bodies, who are not members of our organization, and to 
say that they subscribe to the sentiments I have expressed. 
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I have a brief statement, Mr. Chairman, which I would like to read, 
if I may. 

The Hat Insitute, Inc., represents the domestic producers of men’s 
fur felt and straw hats as well as women’s fur felt hat bodies. Most 
of such manufacturers have been members of our organization since 
it was foun led 50 years ago. 

The hat industry is one of the very few given relief under the escape 
clause setoneahaiiin it was found by the Tariff Commission, after in- 
vestigation and a public hearing, that as a result of unforeseen devel 
opments and of concessions granted in a trade agreement certain wom- 
en’s fur belt hat bodies were being imported into the United States im 
such relatively increased quantities and under such conditions as to 
cause serious injury to the domestic industry. The Tariff Commission 
reported its findings to the President with appropriate recommenda- 
tions for the withdrawal of the concessions, and the President, in a 
proclamation on October 30, 1950, terminated that part of the conces 
sion found to be the cause of the injury. 

The original application for relief was filed January 24, 1950, on 
behalf of the Hat Institute, Inc., and the United Hatters, Cap, and 
Millinery Workers International Union. A public hearing was held 
May 9, 1950, and on September 25, 1950, the Tariff Commission made 
its report and recommendations to the President. The whole proceed- 
ing, so far as we are concerned, was conducted in a very fair and 
efficient manner. 

The hat industry over the years has had several occasions to express 
in concrete form its sympathy with the principle of reciprocal trade, 
agreeing, as we have from time to time, to the extension of tariff con 
cessions wherever so doing would foster economic world trade without 
serious injury to the domestic industry. We realize that in order to 
secure concessions on United States imports to foreign countries it is 
necessary to make every possible concession in the form of duty reduc- 
tions on imports, vet we have, on occasion, been faced with new 
conditions where rapidly increasing imports caused by such tariff con- 
cessions have threatened the very life of the domestic industry. It has 
been extremely gratifying, when such a condition developed, to have 
an organization like the Tariff Commission available to review the 
problem fairly and factually. 

We would also like to emphasize the importance of the hat industry 
in contributing to the development of imports from abroad. Prac- 
tically all of our raw materials are imported, with substantial import 
volumes arriving from European countries. Thus our industry in the 
normal course of business contributes subtantially to the flow of dol- 
lars abroad. The official Department of Commerce figures on such 
imports have been tabulated in a statement which we would like to file 
with the committee for reference. These figures show an average vol- 
ume of imports at foreign value for the last 10 years of nearly $34 
million per year. Obviously, any increase in imports of the finished 
product will automatically result in a corresponding decrease of these 
raw-material imports. Exports of our product are very small. 

We speak, therefore, in favor of legislation to extend the reciprocal- 
trade program, preferably as provided in H. R. 4294. 

That completes my statement, Mr. Chairman. 

The Cuarrman. Are there any questions? 

Mr. Sadlak will inquire. 
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Mr. Saptak. Mr. Smith, on yesterday I made some inquiry of Mr. 
Strackbein in regard to the hat industry, not knowing that you would 
be one of the witnesses here today. And my question was directed 
along this line. And I say again that you are quite familiar with the 
hearing or investigation we had on May 9, 1950, as you will recall. 

Mr. Smiru. Yes, sir 

Mr. SADLAK. Anda as a result of that hearing, the one olat ing excep 
tion came about by the Presidential proclamation in the latter part 
of 1950. That, I am confident, brought needed relief to the hat 
industry. 

My question on yesterday, and I wish you, representing the hat 


mdustry, would answer it for me now is: What is the situation with 
respect t nine hat industry today ¢ 

Mr. Smiru. The peak of the imports was in 1950, when the imports 
imounted to ap proximately 1) percent of domestic pl ‘oduction. In 
1952, the m iports amounted to approximately 15 percent of domestic 


productio h. 

Mr. Saputak. Well, now, as of today, you feel that the hat industry 
Sin pretty good condition: that there is no injury to them ? 

Mr. Smiru. No injury at the present time. 

Mr. Saptak. Then let me ask you one other question. 

You will recall that back on January 20, we had what to many of 
us seemed to be an epochal event, in that we had inaugurated a new 
Republican President. And some time prior to January 20, the 
President-elect had made a determination in regard to the fashion for 
January ZU. I note here in your printed statement something about 
silk hats, and so forth, and that is exactly what I am getting at. 
President Eisenhower had, in his gesture, or we might even call it the 
naugural fashion decision, decided that the Homburg would be the 
hat of the day rather than a silk hat. Has that, in any way, had a 
OO d effect. a bad effect, or an indifferent effect, upon the hat industry 
of the United States ? 

Mr. Smiru. That has had a very beneficial effect. It has inereased 
the sale of Homburgs. But beyond that, it has also increased the sale 
of other hats. The hat sold in the greatest quantity for men has been 
the snap-brim hat. And that has been a set style for years. A man 
can go into a store and see nothing different than the hat he bought 
10 years ago. 

The effect of President Eisenhower wearing the Homburg hat has 
heen to increase the sale of all off-the-face hats. 

Mr. Sapiak. Then, one more point. In making that particular 
hat, the Homburg, how about the raw materials for that? Are they 
imported ¢ 

Mr. Smirnu. All of the raw materials going into felt hats are 
imported. 

Mr. SADLAK. Therefore. then, since more hats are being made It 
United States, the amount of raw materials to make our hats has, of 
necessity, increased, meaning there was an increase in the imports to 
the United States for making the hats 

Mr. Smirn. Oh, yes. The imports have increased. The Homburg 
is a heavier hat than the ordinary hat. It takes more fur. And there 
has been a beneficial effect, in the respect that the imports have in 
creased. We import, in foreign value, about $10 million worth of 

rabbit fur a year. Practically all the fur comes into this country. 


32604—53——11 








148 TRADE AGREEMENTS EXTENSION ACT OF 1953 

















Domestic fur cannot be used, or very little of it can be used. So we 
have been benefited by that. And under the reciprocal trade pro 
gram, we feel as though we have had very fair treatment. 

Mr. Sapiak. I am very grateful. You have not in any way changed 
your slogan, that I am quite familiar with: “When you buy a hat, 
use your head” ¢ 

Mr. Smiru. Well, we, as an industry. have not sponsored any par 
ticular slogan. “Look at your hat: everyone else does,” is an old 
hat-trade slogan. 

Mr. Sapiak. During my visits in Danbury and Norwalk, Conn., I 
had heard that slogan, and I wondered whether you still had that, or 
another one. 

Mr. Smrru. It isstill used, Mr. Sadlak. It isa very popular saying. 

Mr. Coorer. Let me ask one question, to see if I understood cor 
rectly. Did you state that all the fur for our felt hats has to be 
imported ¢ 

Mr. Smrru. All but a very, very small percentage. 

Mr. Coorrr. All but a very small percentage: is that correct? 

Mr. Suiru. That is correct. 

Mr. Coorer. Thank you. 

Mr. Smrrn. There is some domestic fur used, but it is very small. 

The CuarrMan. May i ask this question ? 

Mr. Smirn. Yes, Mr. Chairman. 

The Cuarrman. Is this a special type of rabbit that you get the fur 
from abroad, or can we raise the rabbit here ? 

Mr. Smirnu. The fur from the rabbits raised in the United States 
does not have the felting qualities necessary to make a good hat. 

The Cuarrman. What countr ies provide that ? 

Mr. Smrru. Australia, Belgium, Great Britain. 

The CHatrman. They have great rats, I understand, which destroy 
the rabbits. 

Mr. Smirn. It is a pest that has caused destruction, but in New 
Zealand they have succeeded very well with countermeasures. 

The Cuamman. The committee will recess until 1 o’clock. 

(Whereupon, at 11:55 a. m., a recess was taken until 1 p. m.) 


AFTERNOON SESSION 


(The hearing was resumed at 1 p. m.) 

The Cuainman. The committee will come to order. 

The first witness this afternoon is Mr. O. Keith Owen, president of 
the National Association of Hothouse Vegetable Growers, of Terre 
Haute, Ind. 

If you will give your full name to the reporter and the capacity in 
which you appear, we will appreciate it. We are very glad to hear 
you, sir. 


STATEMENT OF 0. KEITH OWEN, PRESIDENT, NATIONAL ASSOCIA- 
TION OF HOTHOUSE VEGETABLE GROWERS, TERRE HAUTE, IND. 


Mr. Owen. Mr. Chairman and members of the committee, my name 
is O. Keith Owen. I live in Terre Haute, Ind., and am president of 
the National Association of Hothouse Vegetable Growers, whose head- 
quarters are also in that city. I am speaking as a representative of 
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that association. All hothouse vegetable growers in this country are 
vitally interested that H. R. 4294, as introduced by Representative 
Simpson, be passed by Congress. 

There are hothouse plants in nearly every State of the Union, but 
great concentrations are in and around the cities of Cleveland, Toledo, 
Ashtabula, and Cincinnati, Ohio, Indianapolis, Ind., and Grand 
Rapids, Mich. 

The industry directly employs — 90,000 people. Many other 
thousands are indirectly employed in such allied fields as the coat, 
fertilizer, shipping container, and tr shaper ition industries, all fur 
nishing services and raw materials necessary to produce hothouse 
vegetables. 

Estimating that there are 314 persons in each family in this coun 
try, 175,000 people are directly concerned with our indus stry. Indi 
rectly, many thousands of others are also affected. 

It is estimated that all the hothouses in this country are worth $500 
million today. We produce about $100 million worth of fresh vege 
tables a year. We produce annually well in excess of 150 million 
pounds of fresh tomatoes, 60 million pounds of fresh cucumbers, and 
50 million pounds of leaf lettuce. However, in this hearing we are 
only interested in tomatoes and cucumbers since imports of lettuce 
do not affect us. 

We are not a small industry. Not only do our greenhouses represent 
a sizable investment, but also we do a large volume of business. 

Our largest item of expense is labor. It is estimated that in the 
average greenhouse operation, labor amounts to between 50 and 60 
percent of the total cost. Coal is the next largest item of expense. 
The industry consumes approximately 3 million tons of coal annually. 
Shipping containers, fertilizers, and miscellaneous supplies follow 
in that order. 

lam here today to support the passage of H. R. 4294. Our industry 
has been and is being vitally hurt by excessive imports of fresh to 
matoes and cucumbers from Cuba and Mexico. Prior to 1934, when 
the Reciprocal Trade Agreements Act went into effect, there was a 
flourishing and substantial hothouse industry in New England. As 
a matter of fact, the hothouse-vegetable industry in this countr y orig 
inated in New England. This business has been virtually destroyed 
by imports of fresh cucumbers and tomatoes. Since 1934 many hot- 
houses in other sections of the country have been forced out of busi 
ness by foreign competition. In my own organization, we have had 
to abandon plants at Morrison, Ottawa, Streator, and Kankakee, Il. 
Naturally, employees of these plants were either put on relief or were 
forced to find other employment. 

Since 1934 there has been practically no new construction of green 
houses in this country even though the population and potential market 
have vastly increased. 

Our labor is often a generation-to-generation affair. In some in 
stances, the third generation of a family can be found in the same 
plant. In addition, a high percent of the people we employ are elderly. 
Thus. it is and would be extreme ly difficult for them to find emplo s 
ment elsewhere. But if the present tariff trend is continued, if tariff 
policies are not adjusted so as to give us needed relief, many !f not 
most of these employees will either have to find jobs elsewhere o1 






































150 TRADE AGREEMENTS EXTENSION ACT OF 1953 


on relief, it being impossible for the hothouse-vegetable industry to 
change to other products or commodities, 

I feel that H. R. 4294 is definitely a step in the right direction. It 
will give domestic producers who, like ourselves, are being seriously 
injured by low-priced foreign imports a far greater opportunity to 
ask for and receive protection. It is a step in the right direction of 
halting the downward trend of tariffs, always at the expense of do- 
mestic industries. 

Imported winter cucumbers and tomatoes from Cuba and Mexico 
can be sold cheaply primarily because of the low cost of labor in those 
countries. Wages in Cuba and Mexico are from 75 to 90 percent less 
than those paid by American producers of similar products. Where 
a Mexican gets paid a dollar or less a day, American labor receives $8 
to $10 for the same work. It is impossible for domestic hothouse grow- 
ers to compete with foreign, low labor scales and have their employees 
enjoy the present American way of life. 

The quality of the foreign tomatoes and cucumbers is excellent, and 
they are carefully graded and attractively packaged. 

According to the Department of Agriculture, during the 1951-52 
season there were about 170 million pounds of tomatoes imported from 
Mexico and over 17 million pounds imported from Cuba. This was 
a drought year in Mexico. In recent years as many as 238 million 
pounds have been imported in 1 year from that country. And, 
although the totals for the 1952-53 season are not yet in, Department 
of Agriculture officials have estimated that Mexico may export its 
largest crop on record this season. 

Before 1934 Cuba was export about 3 million pounds of cucumbers 
to the United States annually. The present rate of Cuban cucumber 
imports is approximately 17 million pounds a year—a fivefold 
increase, 

These imports are particularly vicious in times of glut in the United 
States. There have been many cases of shipments of tomatoes and 
cucumbers continuing to pour into this country when the market was 
already completely demoralized. 

I should like to add to the written statement there that another 
extremely vicious practice is the one in which both Cuban and Mexi- 
can exports come into the country more or less in bulk. They are 
processed and packaged in the United States, and then they are sold 
asa United States product. 

Lack of transportation during the war materially limited the im- 
portation of cucumbers and tomatoes from Cuba and Mexico. Dur- 
ing that period our industry enjoyed reasonable prosperity. As has 
been shown, since the war imports have increased as much as 500 
percent. f 

I should like to also add at this point a little note to the written 
brief. 

Cuba and Mexico were not war-ridden. Both of them are in won- 
derful shape financially. In the case of Cuba, particularly, their 
dollar is not worth as much there as it is here.. And we personally 
don’t see why we should be subjected to having to carry on countries 
when their economy Is probably better than ours. 
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We also have a reciprocal trade agreement with Canada. In this 
agreement the Canadian ie ar em bound duty but withheld the 
privilege of imposing duties for 32 weeks in the case of tomatoes and 
12 weeks in the case of cuc pon ‘rs, When they could take that time 
out anytime they wanted to and absolutely put down the equivalent 
of an embargo against our product. In the meantime, it is probably 
not very we ll known, but there is a heavy tonnage of tomatoes grown 
on the north shore of Lake Erie, a very heavy tonnage. Those are 
allowed to come in at anytime into the United States at the bound 
rate of the United States, which is very, very low. And they are 
very bitter competition for the hothouse people as well as outdoor 
people during the latter months of the summer and early fall. 

We definitely favor H. R. 4294. We believe that it gives our indus 
try, our employees, and other affected domestic industries and their 
employees a better opportunity to receive the relief we must have. It 
at least is a step toward stopping the downward trend of tariffs, which 
is rapidly proving ruinous to many substantial domestic industries. 

Unless biceael duties are ore atly increased and unless a quota Sys 
tem for imported cucumbers and tomatoes is established, the hot 
house-vegetable indus stry of the United States will soon be forced out 
of business. 

The CuarrMan. I want tothank you for your testimony. 

1 notice here that you sper ak about Mexi ico and C uba. Of course, 
they do not have the heavy investment in growing their competing 
veget: ables under glass. 

Mr. Owen. No, sir. 

The CHARMAN. But, in the case of you people, much of it is grown 
under g@lass: is that right ? 

Mr. Owen. All that I em referring to is exclusively glassgrown}; 
yes, sir. 

The Cuairman. And another point you make is that it is an in 
dustry that has been practically driven out of New England as a 
result of this competition from other countries. Is that right? 

Mr. Owen. Yes, sir. 

The CHatrMAn, And I also note that you say that the industry 
directly e1 nploys about 50,000 people. ; 

Mr. Owen. Yes, sir. 

The CyHatrrman. And then indirectly, of course, it would run into 
many, many, thousands more, would it not? 

Mr. Owen. Yes, sir. 

The CHatrrMan. I want to thank you for a very informative state 
ment. Any questl ions ? 

Mr. Owen. Thank you, Mr. Chairman, and members of the 
committee. 

The CHatrmMan. The next witness will be Mr. H. L. Coe, of the 
Bicycle Institute of America, Washington, D.C. Is Mr. Coe in the 
room ? 

He does not answer. 

Dr. Cary R. Wagner, president, Synthetic Organic Chemical Manu 
facturers Association of the United States. 

We are very glad to see you. Will you state your name and the 
capacity in which you appear for the record ? 
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STATEMENT OF DR. CARY R. WAGNER, PRESIDENT, SYNTHETIC 
ORGANIC CHEMICAL MANUFACTURERS ASSOCIATION OF THE 
UNITED STATES, WASHINGTON, D. C. 


Dr. Wacner. Mr. Chairman and gentlemen, my name is Cary R. 
Wagner. I am president of the Synthetic Organic Chemical Manu- 
facturers Association of the United States. 

The association is composed of 87 manufacturers of organic chem- 
ical products, representing approximately 90 percent of the organic 
chemical industry with an annual payroll in excess of $218 million. 
The industry’s finished products include plastics, rubber chemicals, 
synthetic fibers, synthetic rubber, explosives, pharmaceuticals, and 
medicinals, fine chemicals, and a wide range of agricultural chemicals. 
The mention of these products should suffice to make the point that 
the health and well-being of our industry is essential to the national 
defense. That the industry is, as a whole, healthy at the present time 
is illustrated by the fact that in 1951 it produced organic chemicals 
having a sales value of $3,871,000,000. Of this, $1,549,208.000 was of 
coal-tar origin. Our concern is that our industry should remain 
healthy not only for peacetime needs but always ready for instant 
and effective use in the event of continued, and possibly even greater, 
national emergency. For that reason we appear here today im sup- 
port of certain parts of H. R. 4294, the Simpson bill. 

The organic chemical industry has not reached its present eminence 
by accident. Certainly the ingenuity of American science and man- 
agement has been a principal factor in its development. But even 
this would not have sufficed without the wise assistance of Government 
at a ¢ritical time in history. As is well known, Germany originated 
and for many years dominated the organic chemical industry. 

Prior to World War I, our country imported most of these materials 
from Germany. When World War I began we were without an 
organic chemical industry worthy of the name. Many of the basic 
products essential to waging war were lacking, as were also the know- 
how and equipment needed for making them. 

As early as 1916 President Wilson urged Congress to pass legislation 
that would insure the building of a strong permanent organic chemical 
industry in the United States. The fact that this policy was followed 
between the wars is in large measure responsible for the great contribu- 
tion of our industry in World War II, as well as for our well-rounded 
industry today. But I emphasize again, it must remain so, and it 
cannot remain so without a Congress aware of the industry’s needs. 

Since World War II, unfortunately, our industry has been exposed 
to serious threatened injury. The State Department at the Torquay 
Conference, over our protest, reached an agreement with Germany 
reducing by almost 50 percent the prevailing duty on most of our 
products. 

Other important producers of organic chemicals, including Eng- 
land, France, Italy, Switzerland, and others, under our most-favored- 
nation policy, get the benefits of these concessions. This is a drastic 
reduction, the full effects of which have not yet been felt. For exam- 
ple, imports of coal-tar chemicals on a dollar-value basis more than 
doubled between 1950 and 1951 and more than quadrupled between 
1949 and 1951, and this is only the beginning. 
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Recently we have heard much of the slogan, “Trade—Not Aid.” 
This phrase suggests that we must help the countries of West Europe 
increase their exports to us by lowering our tariffs rather than continue 
to fill the dollar gap with grants-in- aid. Taken as a general propo- 
sition, the idea appears attractive. When analyzed closely, however, 
it is clear that the idea is based, in part at least, on a false premise. 
It is erroneously assumed by much of the public that the American 
tariff is exorbitant. This assumption has been fostered by the last 
two administrations. 

It is, in part at least, responsible for the current propaganda theme 
of “Trade—Not Aid.” It simply is not true. Our average tariff 
certainly not high. The truth is that our tariff has been anand, 
one way or another, by nearly 75 percent since the 1931-35 period. We 
lave imposed nontariff barriers very sparingly. Our average duty on 
duitable items is today only about 12 percent. Twenty years ago it 
was 50 percent. This record of reduction is outstanding. 

The idea of “Trade—Not Aid,” if carried to the extreme of free 
trade, or even as presently applied to industries using large amounts 
of highly skilled labor, is or will be ruinous to many industries. It 
is no wonder that manufacturers of products capable of being mass 
produced have backed the current theme. Mass-production methods 
in some industries more than make up for an otherwise serious differ- 
ential in labor costs, and far from having difficulty maintaining their 
markets in this country, they acquire ever-expanding export markets. 
Many industries, however, do not lend themselves to mass- production 
methods. Fine watches cannot be mass produced. Most organic 
chemicals cannot be mass produced. The making of a single dye may 
consume months and is essentially the result of the long labor of skilled 
technicians. 

An industry such as ours, where a large percentage of the cost of the 
end product is the result of the cost of labor, cannot compete with low- 
cost labor in foreign countries. Labor costs in this country for organic 
chemical workers are from 4 to 6 times higher than such costs in most 
Enropean countries. No amount of managerial ingenuity or cost ac- 
counting can offset this disadvantage. We are committed to a high 
standard of living, and rightly so, and we cannot expect our wage 
levels to be materially reduced. Either this labor differential is equal- 
ized by a sane tariff policy. or these industries must perish. In our own 
country the Walsh-Healey Act helps to equalize labor differentials 
between one section of our country and another. We should be simi- 
larly protected from cheap labor abroad. 

Several studies have been made recently of our foreign trade policy. 
Some have concluded that in some instances in the national interest it 
may be necessary for some so-called marginal producers to suffer and 
others to be eliminated completely. This conclusion is harsh. Be that 
as it may, we know of no instance where it has been suggested that 
basic industry, essential to defense, should be injured. 

On the contrary, the report of the Sawyer Commission stated that 
we must protect our economy from unfair competition and damage to 
large sectors of our basic economy. It would, of course, be the height 
of folly to do otherwise. But, we submit, we are in danger of doing 
just that to the organic chemical industry with the Torquay conces- 
SIONS, 
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We want to feel that if injuries come to any member of our associa- 
tion as a result of the Torquay concessions, a timely and adequate 
remedy will be available. The Simpson bill, we believe, will provide 
the most adequate safeguard yet proposed against such a contingency. 

The so-called escape clause as utilized by the President prior ‘to the 
passage of the 1951 act carried little subst: antive force and, as admin- 
istered, afforded no protection. The 1951 Trade Agreements Exten- 
sion Act was a tremendous improvement. 

However, it remained in the discretion of the President to follow 
or not to follow the recommendations of the Tariff Commission after 
an escape-clause proceeding, and it remained in the discretion of the 
President whether or not to negotiate below a peril point found by 
the Commission. We feel that 2 years of operations under the 1951 
act has made it questionable whether such broad authority should 
reside in the President. Many findings of injury made by the Tariff 
Commission have gone unremedied. 

The Simpson bill, which takes this discretion away from the Presi- 
dent and makes it mandatory for him to carry out the recommenda 
tions of the Tariff Commission, is a big step forward. Even so, we can 
conceive of situations where, for reasons more easily known to the 
President, it would be contrary to the national interest to follow the 
recommendations of the Commission. We think this contingency 
should be provided for. 

One way of doing this would be to make the a 
binding upon the President unless, finding them to be against the 
national interest, he proposes to act contrary to them, na his proposal 
is concurred in within a specified time by joint resolution of Congress. 
In this way Congress, which is the governmental body closest to the 
people, would have the final word. This procedure, we believe, is a 
salutary one, and we endorse it both for the peril point and escape 
clause. 

Another improvement provided by the Simpson bill which we 
endorse is its clarification of the specific nature and type of injury to 
be considered in making peril-point and escape-clause findings. The 
1951 act required that “serious injury to the domestic industry pro- 
ducing like or directly compe titive articles” be found. The Simpson 
bill would make the new test “unemployment of or injury to American 
workers, miners, farmers, or producers, producing like or competitive 
articles, or impairment of the national security.” 

Under the 1951 act it is possible, as we construe it, to have serious 
injury to a particular company or a segment in a particular industry 
and still have no relief under the escape- -clause procedure. We believe 
it is essential that all workers, all companies, large and small, and 
segments of the industry should be protected against cheap labor 
conditions abroad. Otherwise, the injured will go unattended. Ac- 
cordingly, we support the amendments in the Simpson bill which 
clarify this point. 

Other provisions of the Simpson bill which we believe are improve- 
ments and which we support are as follows: 

1. We support the extension of the act for only 1 year at this time. 

2. We support the reduction from 1 year to 6 months the time 
within which the Tariff Commission must make its report under the 
escape-clause procedure. If an applicant is entitled to relief it should 
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be granted as early as possible, not after irreparable damage has been 
om (Section 6 (a) (1).) 

. We support the clarifications made in respect to the type of relief 
tha vt ms ry be granted by the Tariff Commission, including the perma- 
nent withdrawal of a concession, its modification or suspension in 
whole or in part, imposition of quotas, or a combination of such relief. 
(Section 6 (c).) 

4. We are in favor of section 9 of the bill which would make 
the equalization of costs of production relief available to articles 
upon which duties have been reduced under trade agreements. The 
section also makes the findings of the Tariff Commission in this pro- 
ceeding mandatory upon the President. For reasons already stated 
in connection with peril-point and escape-clause proceedings, we feel 
that the President should be authorized to act contrary to findings of 
the Tariff Commission if Congress, in a joint resolution, concurs in 
his proposed action. 

We support section 10 of the bill which relates to unfair practices 
in import trade and which makes it mandatory for the Tariff Com- 
mission to make an investigation upon a sworn complaint. It also 
makes the findings of the Commission mandatory on the President. 
For reasons already stated in connection with peril-point and escape- 
clause proceedings, we feel that the President should be authorized 
to act contrary to the findings of the Tariff Commission if Congress, 
in a joint resolution, concurs with his proposed action. 

6. We support section 11 of the bill which makes it clear that when 

foreign country subsidizes its exports to this country through cur- 
rency manipulations the Secretary should invoke the countervailing 
duty remedy. 

7. We also support section 12 of the bill. This section eliminates 
the injury test under the Anti-Dumping Act. 

The Synthetic Organic Chemical Manufacturers Association urges 
vour favorable consideration of the recommendations we have made. 
We thank you for this opportunity to appear before your committee. 

The CnHarrman. We thank you, Dr. Wagner, for your presentation. 

I remember back, of course, in the First World War—this is a 
fact, is it not—that whereas we had made a little progress in manu- 
facturing dyes, not to any great extent, did not the Germany of 
that day indulge in dumping and absolutely ruin the start that had 
been made ¢ 

Dr. Waener. It is my recollection, sir, that whenever a company 
started manufacturing dyes, in the United States, it was immedi- 
ately put out of pearls by the dumping of those same dyes by the 
Germans. Yes, s 

The (CHAIRMAN. ee is J recall, a si bmal ihe had the auda “ity oO 
move into, | think, New York Harbor, or one of our harbors 

Dr. Waaner. It was Baltimore Harbor, during the war. 

The Cuarman. And is this not true: That taking over the German 
dye formulas, under the Alien Property Custodian, we were able, 
with their formulas, to start and build up the dye business to where 
it is now. with the aid of our own ¢ Xperts ¢ 

Dr. Wacner. It is my recollection, sir, that those formulas were 
for the most part not worth very much to us, because they did not 
contain sufficient technical information and know-how to enable us 
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to make the same dyes. It required the building up of tremendous 
research organizations by the organic chemical manufacturers in this 
country, before we were able to make satisfactory dyestuffs. 

The CHarrman. I would not argue that point with an expert 
such as I know you are, but at that time, it was generally considered 
that those formulas that we got were pretty v: aluable, at that time, 
to give usa start. Bu I may be entirely misinformed on that. 

Dr. Waaner. They were regarded as valuable, and to a certain 
extent they were, because they covered products: and to that extent 
they did protect us. 

The CrarrMan,. And is this not true, now: That Germany is making 
great progress right now in the development of dyes again? 

Dr. Wiener. Oh, yes, sir. They have started their research or- 
ganizations to work, and today we are importing large quantities of 
organic chemicals, intermediates, for dyestuffs, and finished dyestuffs, 
into this country from Germany. 

The CHarrman. I was over there not very long ago, and I was 
told, showing how efficient they were, that South America had put 
in orders for bids for 150 locomotives, and England agreed to make 
them in 1 year, and Germany agreed to deliver them in 6 months. 
They are working night and day. They are great producers. 

Dr. Wacner. Yes, sir. That is correct. 

The Cuarrman. We thank you for your statement. 

Mr. Simpson ? 

Mr. Srrson. Dr. Wagner, is it your point that without your 
industry we would not be able to conduct war as it is today conducted ¢ 

Dr. Waener. I do not see how it would be possible to conduct the 
modern war without the organic chemical industry and the research 
organizations which make that industry possible. 

Mr. Simpson. And it is also your conclusion that the existing trade 
agreements have within themselves those factors which you now 
believe could ruin your industry ? 

Dr. Wacner. I referred in my statement, sir, to the Torquay con- 
cessions that were made, I believe, 2 or 3 years ago now. As a result 
of those concessions, there are now moving into this country large 
quantities of organic chemicals and intermediates which we cannot 
make in this country at prices competitive with the materials laid 
down here. And that means 1 of 2 things. Either we do not go into 
the manufacture of those materials, if we have not been making them 
heretofore, or else we have to go out of business making those same 
products, because we cannot compete. 

Mr. Srmprson. And thereby become dependent upon the foreign 
country for essentials with which to wage war? 

Dr. Waener. Yes, sir. We move our frontiers to Western Europe. 

Mr. Srwpson. Now, secondly, you believe, then, that unless this 
committee and the —— does something to correct those agree- 
ments, either specifically or by way of giving you relief, upon certain 
showings, your industry will be so seriously injured that our national 
defenses will be jeop: wrdized, or could be jeopardized i in the future? 

Dr. Waener. I believe that they could be; yes, sir. 

Mr. Srapson. And do your urge that we take immediate action, say, 
at this session of Congress, in this area ? 
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Dr. Waener. We feel that action should be taken immediately, sir ; 
because we are already suffering a great deal of damage as a result 
of these Torquay concessions. 

Mr. Stwpson. You mentioned in the list of the industry’s products 
explosives. Just what do you mean there? 

Dr. Wacnerr. I mean all sorts of explosives, industrial explosives, 
and wartime explosives, things such as trinitrotoluene, commonly 
called TNT, or the propellants that are used in throwing projectiles 
against an enemy, or the explosives that are used in the building of 
roads in this country, or in mining operations. 

Mr. Simpson. That is all. Thank you, sit 

The Cuatrman. Mr. Goodwin will inquire. 

Mr. Goopwin. Is there any use of these products in the manufac 
ture of fireworks? 

Dr. Waener. Of fireworks? 

Mr. Goopwin. The explosives, I mean. 

Dr. Waener. I think most of the explosives in fireworks are a form 
of black powder. Now, I may be wrong on that. But they do come 
within the definition of explosives; yes, sir. And some of those ex 
plosives are the types that are used in other lines of industrial 
activity. 

The Cuarirman. I tried to follow you very closely. I have failed, 
however, to note in here the approximate number of direct employees 
in the dye industry. Could you give us that figure? 

Dr. Waener. I do not have the exact figure, Mr. Chairman. I can 
get it for you, if you wish. I think it will be someplace between 50,000 
end 70,000 in the organic chemical industry. 

The Cuarmman. The approximation is all right. I was wondering, 
now, if you could give us some estimate of the indirect employment re 
sulting from the material end of it and the commercial end of it. 

Dr. Wacener. I should be a little reluctant to do more than make a 
guess, sir; but I should imagine that we would find that the jobs of 
10 or 15 people are affected by every one of the jobs in the organic 
chemical industry. Because we not only draw raw materials from all 
segments of our economy, but our finished products go into all seg 
ments of it. 

The CuarrmMan. That is quite a large number of people, and they 
are specialists in that line, are they not ¢ 

Dr. Waaner. Yes, sir. 

The Cuairman. Many of them, I suppose, are college graduates. 

Dr. Wacner. A very high percentage are college graduates 

The Cuamman. And many of them have been in your employ for : 
long time. 

Dr. Waener. It is nothing unusual to find people in this industry 
who have been in there for 30 or 40 years. 

The CyatrmMan. It would not be very ' for them if you were to 
let other countries take over the dye eitan as is urged by some 
advocates of trade, and it would not be very easy to place 1 oe ealiabe 
in any comparable industry, where their experience and talent could 
be used 4 
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Dr. Wacner. I think it would be a very great wrench on the economy 
of those communities in which those plants are located, and it would 
be exceedingly difficult for many of the personnel involved. 

The Cuamman. And could almost ruin the economy of the com- 
munities when those payrolls were there no more. 

Dr. WAGNER. Yes, sir. 

The Cuairman. Thank you very much. That is a fine statement. 
We appreciate your appearance and the information you have given 
us. 

Dr. Wacner. Thank you, Mr. Chairman. 

The Cuairrman. Is Mr. Coe here in the room now ? 

Mr. Coe, we would be very glad to hear you. Will you give your 
name and the capacity in which you appear for the record ¢ 


STATEMENT OF H. L. COE, BICYCLE INSTITUTE OF AMERICA, 
WASHINGTON, D. C. 


Mr. Cor. Mr. Chairman and gentlemen, I am H. L. Coe, represent- 
ing the Bicycle Institute of America. 

The experience of the bicycle manufacturers and their efforts to 
prevent foreign producers from ultimately taking over the United 
States industry, we believe clearly demonstrate the necessity for a 
change in the operat ion of the trade-a iwreements program. It is evi- 
dent the operations of the peril-point provisions and the escape clause, 
as interpreted by the Tariff Commission, will be effective only after 
imports have practically destroyed the domestic industry involved. 

We do not believe that this was the intent of Congress when the 
peril-point provisions and the escape clause were incorporated in the 
act; and for that reason, urged that the features of 4294 be incor- 
porated in the extension of the act. 

In the single year of 1952, more bicycles were unported into the 
United States than the total for the 20-year period, 1930 through 
1950. This year’s imports are arriving at a higher level, promising 
to increase 100 percent over 1952, by the end of 1955. Recently more 
bicycles have arrived here in a single day than came in in a full 
year’s period in the past. 

It is these statistics alone that explain our appearance before your 
committee. But the American bicycle industry, which submits this 
statement, desires to furnish additional evidence in support of H. R. 
1294. It is earnestly hoped, gentlemen, that our experience may help 
to justify strengthening the reciprocal trade-agreements program 
with just and sound safeguards for American labor, business, and 
investors 

The bicycle industry is among the oldest in the country. Estab- 
lished in 1877, it is not large, judged by modern standards, but it 
has grown until the annual retail volume is approximately $200 
million. 

Some 80,000 workers derive full- or part-time employment in the 
production, distribution, and sale of bicycles and bicycle accessories. 
There i is hardly a town or village in the country so small that it does 
not have at least one bicycle shop. 

In its 76-year history, the industry has been repeatedly cited for 
the excellence of its service in contributing to the transportation, 
health, and recreation of millions of people; for outstanding safety 
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programs on the streets and highways, and, when called upon in 
emergencies, for its contribution to the production of essential war 
materials. It has pioneered in the development of new devices, meth 
ods, and industrial techniques, some of which include pneumatic tires, 
ball bearings, seamless-steel tubing, expan ider brakes, and so forth. 

The bicycle industry has encountered many crises and complex prob- 
lems, but through its own resources and resourcefulness has been able 
to overcome them without turning to the Government for assistance 
Today, however, the indus try is faced with a situation created by 
factors beyond its control, which can only be remedied through gov- 
ernmental action. 

Under present regulations it is impossible for the American bicycle 
industry to compete on a fair basis with imports of foreign manu- 
facturers who have all the advantages of greater production, the best 
of modern equipment and techniques, and a far lower wage scale than 
the domestic industry. 

The problem confronting us originates from the application of a 
law which makes it possible for foreign producers to undersell rather 
than compete equitably with domestic manufacturers. The future of 
our industry is gravely threatened—far beyond the injury we have 
already sustained. 

Let us examine the expanding rate of imports as it has affected the 
postwar period. 

In 1952, the most recent period, imports ran at a rate that was 
almost 16 times greater than 1949, up to which time the historical 
ratio of imports to domestic sales amounted to 1.3 percent. In 1950, 
it rose to 3.5 percent, and in 1951 jumped to 9.6 percent. In 1952 
imports soared to 13 percent of our overall volume, and are now 
running at 20 percent—and on a rising scale. 

The ‘bicycle industry is not one of the so-called small, marginal, 
inefficient groups with obsolete equipment and rundown plants, mak- 
ing a nonessential product. The plants are well equipped, production 
techniques of the highest standard are used, and the employees are 
skilled in their various trades. The Department of Commerce notes 
that “American bicycle workers are among the highest paid in the 
metal-fabricating industries.” 

American bicycles are designed to efficiently serve the great ma- 
jority of riders in the United States. They are rugged and will 
withstand the rough usage to which they are subjected, requiring little 
if any expense for maintenance. When it is appreciated that the price 
of a bicycle with all of its fine mechanical parts is about the same as 
a high-grade electrical toaster, it is evident that the bicycles are not 
overpriced. Competition between the manufacturers forces each com 
pany to constantly improve its product and sell to the public at the 
lowest possible figure consistent with sound business. 

The manufacturing facilities of the bicycle industry can fully sup 
ply the domestic demand with a range of all types and sizes. — 

There are self-evident reasons, beyond the control of the American 
bicvele manufacturers, why the foreign producers recently have been 
ab le to take over such a gre: atly increased propo! ‘tion of the U nited 
States market. The answer is simple. The foreign companies are 
ms iss producers of bicycles, with all the advantages of large volume. 
‘he British industry, for example, alone exports more units than are 
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produced in the United States. The American industry ranks fourth 
among the world’s leading bicycle producers. 

The plants of foreign m: anufacturers are modern and well equipped, 
and employ the best of techniques. 

They are protected in their own domestic market by high tariffs and 
other restrictive procedures to the point that the United States 
Department of State reports— 

Of all the bicycles in Great Britain, 100 percent may be said to be British made. 


In many cases, the foreign industries are favored by governmental 
subsidies and aids of one kind or another. 

According to the research of bicycle labor unions, American workers 
receive more than 41% times the wages of their foreign counterparts, 
and it cannot be maintained that the labor in well-run foreign plants 
is markedly less efficient than our own. This is a factor which no 
amount of American ingenuity or know-how can overcome. 

In spite of the clear evidence of the advantage of foreign manufac- 
turers, the United States Government has consistently reduced the 
tariff on | aoe les. Favored with the 50-percent allowable tariff reduc- 
tion in 1939, Great Britain and other nations were granted another 
full 50 sauna on lightweights in 1948 at Geneva. Then the British 
and others gratuitously applied the equivalent of another 30-percent 
reduction through the devaluation of their currencies in 1949. 

ls it any wonder importers have been able to undersell American 
producers in the home market, which is the only one left to the United 
States bicycle manufacturers, and enjoy high profits in so doing ? 

In an effort to offset the threat to the industry, the American manu- 
facturers explored all possible avenues of improvements. 

Extensive national advertising campaigns have been carried on. 

E-onomies, wherever possible, have been effected. 

Prices on certain models have been reduced to bare cost and other 
models to the break-even point. 

In substantiation of this, we refer to the action of the Office of Price 
Stabilization in 1952, which granted American bicycle manufacturers 
a price increase, under the industry-earnings standard, because it was 
proven that the percentage of profit in the industry had dropped below 
the hardship level. It is worthy of note, however, that none of these 
manufacturers took full advantage of the increase granted in order 
not to widen the price gap in favor of the foreign models. 

The inability of the American bicycle industry to counter the unre- 
stricted flow of foreign merchandise is in no sense due to inefficiency. 
Unlike the automotive and other mass-production industries, the 
American bicycle industry is not one of the “giants,” able to offset 
the lower labor rates of foreign producers through volume output. 

The paramount and indisputable fact is that in the bic ycle industry 
the foreign producers enjoy the exceptional advantage of high volume, 
coupled with low wages, less than one-fourth of ours. Unless re- 
strained through action by the United States Government, imports 
will follow the lines of least resistance and maximum returns and 
ultimately only the huge mass-production industries will survive. 

The recently accelerated rate of production of imported bicycles 
and parts would have provided millions of hours of work and mil- 
lions of dollars in take-home pay. The outlook for the future is 
oppressively ominous, because no diminution of import is in sight. 
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Actually, 250,000 foreign wheels hit the United States market in 1952. 
Based on current trends, we can expect as many as a half million by 
the end of 1953. 

The American bicycle industry is typical of the smaller industries 
scattered throughout the country from coast to coast, re presenting the 
source of livelihood for thousands of communities and hundreds of 
thousands of workers and should be permitted to operate under 
healthy and fair competition which can only be maintained through 
some effective means of regulating imports. Otherwise, the foreign 
producers, with lower wage rates and other benefits afforded by their 
own governments, will continuously be able to undersell the domestic 
producers of competitive items. 

The American bicycle manufacturers are not advocates of high 
tariff nor extreme protectionists and appreciate that it is necessary 
to have a healthy economy throughout the free world. This how- 
ever, is a broad national objective, and its costs should be distributed 
fairly over all segments of the economy and not fall with crushing 
weight on smaller industries most vulnerable to attack and least able 
to resist it. 

This industry is willing to contribute its share, but, having done so, 
strenuously objects to hi: aving the entire business ultimately taken 
over and the jobs of its employees transferred to foreign labor. There 
must be some fair sharing of the load and some limits put on the con- 
tributions from the American bicycle industry, which, up to now, ad- 
mittedly, has been fighting a losing battle and will continue to fight, 
with or without Government aid. 

Ironically, the foreign producers have been able to make rapid 
progress in a market that has been cultivated and developed through 
the years at great expense to the American industry. Bicycle pro- 
duction was practically extinct during the first three decades of the 
20th century, due to the advent of the automobile. By creating a 
new market for younger riders in the 1930’s, the American bicycle 
manufacturers were able to recapture popularity for their products 
but now see the rewards going to others who had never contributed to 
its development. 

The bicycle manufacturers are not fearful of fair competition— 
either domestic or foreign. However, wholesome and constructive 
competition will thrive only in an economic atmosphere which affords 
equality of advantage to all competitors alike. The United States 
Government has the responsibility of assuring that manufacturers 
are not deprived of equality of opportunity through permitting un- 
restricted imports, manufactured under conditions of unfair advan- 
tage in foreign countries. 

Such consideration not only serves the particular needs of this in- 
dustry but the best interests of the country as well. Certainly a 
thriving bicycle industry contributes to the health and happiness of 
millions of Americans and to the economic welfare of the country 
as a whole and, so, is an invaluable asset to the Nation. It should not 
be sacrificed for more or less problematical benefit as a calculated 
risk. 

Summing up, we believe H. R. 4294 offers many improvements 
to the present Trade Agreements Act and, as such, the American 
bicycle industry supports it wholeheartedly. It is sincerely hoped 
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that it will be considered favorably by the House Ways and Means 
Committee. 

The Cuairman. Mr. Coe, that completes your statement ? 

Mr. Cor. Yes, Mr. Reed. 

The Cuarrman. I belie ve you stated, in the course of your splendid 
remarks, that bicycle establishments or manufacturing concerns can be 
found in most communities of any great size in this country. Is that 
right ? 

Mr. Cor. Yes, sir 

The Cuamman. You also pointed out the number of people em- 
ployed, I believe. 

Mr. Cor. Yes, sir. 

The CHarrman. Approximately how many, did you say ? 

Mr. Cor. Eighty thousand, approximately. 

The Cuairman. Approximately 80,000. Indirectly, many more are 
employed, are they not? 

Mr. Cor. Undoubtedly. It is hard to get an accurate estimate 
of it. 

The Cuarrman. Which do you think is the more valuable to the 
community, the profits from the business or the payroll to the com- 
munity ¢ 

Mr. Cor. Many of these communities depend almost entirely on the 
payroll of the bicycle industry in their districts. 

The Cuarrman. And it isthe payroll that supports the churches and 
the schools and everything that makes the typical American commu- 
nity; is that not right ? 

Mr. Cor. Yes, sir; very definitely so. 

The CHarrman. We have this situation, too, and I do not think that 
anybody that has studied it at all can dispute it: That we have about 
600,000 to 800,000 new workers coming into the labor market each 
year. 

Mr. Cor. That is right. 

The Cratrman. What do you think is going to happen to those 
people if we transfer these jobs and the p: Ly rolls to forei ‘1gn countries? 

Mr. Cor. I certainly feel that we have given a great deal of thought 
to it ourselves, and I do not see where on earth they are going to find 
a place to work or some way of earning a living so that they can buy 
things. 

The Cuarmman. And all of that is accentuated still more by the 
fact that there are proposals here to bring in about 250,000 refugees. 

Mr. Cor. Yes. We have to support them, too. 

The Cuamman. Yes. Well, you would consider it, would you not, 
a distinct injury to the economy of this country, and also a danger, 

if we cannot, through private industry, free enterprise, find jobs for 
these new workers that I have spoken about, coming into the market 
each year ¢ 

Mr. Cor. Why, it certainly is axiomatic. We must find a place for 
them. 

The Cuarrman. What would happen if these people were unable 
to find employment ? 

Mr. Cor. I can’t imagine anything worse. 

The CratrMan. It creates the type of feeling in the minds of these 
people who want jobs under free enterprise and cannot have them that 
there must be something wrong with free enterprise. 
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Mr. Cor. That would certainly be the logical conclusion they would 
come to. . ; 

The Cuarrman. I thank you, sir, for your presentation. 

Any questions / 

Mr. Jenkins. Is the bievele a product of the United States? Was 
It Invented in our country 4 


Mr. Cor. No; the bicycle was hot invented here, but we did ¢ levelop 
and invent | presume you could sav “invent” the type of bi ‘ycle 
that is used today. That is the two-wheeler with the two tires, balloon 
tires, ball bearings, and so forth. That was a big improvement over 


what they had before. 

Mr. Jenkins. In the countries in Kurope, there are many more peo 
ple using bicycles than here ? 

Mr. Cor. It is practically a universal means of transportation there, 
whereas here that is not true. You are correct. 

Mr. Jenkins. There, all the men go to work on bicycles, and so on. 

Mr. Cor. They have a tremendous domestic market for their own 
products, and they protect—as I mentioned, in Great Britain, our own 
Department of Commerce found out that 100 percent are British-made 
bicyeles. Yet here in the United States we have to take in all these 
a babies as well. 

Mr. Jenkins. I did not get this from your statement. 

W hat country exports ft he oreatest quant ity of bicycles to the United 
States ¢ 

Mr. Cor. Great Britain is the biggest exporter of bicycles to the 
United States. 

Mr. Jenkins (presiding). Mr. Goodwin ? 

Mr. Goopwin. I believe you said we ranked fourth in production. 

Mr. Cor. That is correct, sir. Great Britain first, Germany second, 
Japan third, we are fourth. 

Mr. Goopwrin. Would you say that perhaps our American manu- 
facturers made a mistake, shortly after 1900, I would say it was, when 
they stopped manufacturing for some reason? I assume that was 
because they thought the automobile was going to supplant the bicycle. 
If they had not guessed wrong, and had gone ahead then to promote 
the use of the bicycle among the youngsters, do you think it might 
have been a more healthy thing for the industry # 

Mr. Cor. Like a lot of other individuals and industries, we learn 
through bitter experience. We finally saw the error of our ways, and 
then we started to pioneer a very extensive program of selling to 
educate and de velop that juvenile market that you speak of But we 
did lose quite a number of years, sir. 

Mr. Goopwtn. I have in mind one concern, the Pope Manufacturing 
Co., I think their plant was up in Mr. Sadlak’s country. It seems to 
me iit was in Hartford. They made a very fine bicycle back there in 
those days. They stopped manufacturing. 

Mr. Cor. Yes, sir. 

Mr. Goopwin. Have you any explanation, other than the one I have 
suggested, following, I think, the suggestion in your statement as to 
why they ceased operation ? 

Mr. Cor. Well, I don’t know anything about that particular case, 
but I presuine that they were f: wed with this growing popularity of 
automobiles, which took a great m: iny of the riders off bic *ycles, and 
I think they figured that the bicycle business was dead. I remember 
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Mr. Pope went into the automobile business quite extensively. You 
remember the Pope-Hartford automobile. 

Mr. Goopwin. And then he did not last long with automobiles, 
either. 

Mr. Cor. He probably figured he could make more money in the 
automobile business than he could in the bicycle business, so he quit. 
I do not know that, but I presume so. 

The Cuarrman. Mr. Sadlak? 

Mr. Sapiax. From what I hear from my friend and colleague, Mr. 
(Goodwin, apparently in his youth he did not get a chance to get a 
bicycle. I ride my boy’s and my girl’s American-made bicycles oc- 
nao uly, as does Mrs. Sadlak. Perhaps Mr. Goodwin might try his 
grandchildren’s bicycles, just to get that experience he did not get back 
in 1900. 

Re that as it may, however, following up the suggestion of our very 
affable chairman, Mr. Reed, he mentioned that some 250,000 refugees 
might come to this country. I think here it might be a point to sug- 
gest that if they did come to the United States, they are people who, 
as I believe you remarked, Mr. Coe, used bicycles if they had them. 
Let us assume that they do not have bicycles. Let us further assume 
that they might gain entrance into the United States. Let us further 
assume they might gain employment. And as soon as they had suffi- 
cient money, they might buy a bicycle. 

Mr. Cor. We would hope so. 

Mr. Sapiax. And if they did buy a bicycle, apparently they would 
not buy American-made bicycles, because they would buy what was 
lower in cost, and they would buy British or other makes because they 
wonld undersell the American bicycle. 

Mr. Cor. Not only that, but that is the kind of bicycle they have 
seen in their home country. And if they can get them here, naturally, 
they would prefer something they are familiar with. It certainly isa 
serious matter. 

Mr. SaptaKk. So that picture does not present a very favorable pic- 
ture for the American bicycle industry. 

Mr. Cor. No, sir; it does not. 

Mr. Saptack. I noted that in connection with buying a bicycle for 
one of my children, the other makes other than American-made bi- 
cycles had bicycle pumps, but that the American bicycles did not have 
pumps. 

Mr. Cor. That is right. 

Mr. SapiaKk. Can you tell me why that is? 

Mr. Cor. Because there are so many gas stations on every corner 
that a kid doesn’t pump his bicycle anymore. He goes over there and 
turns on the air, and it saves him that much work. It is an improve- 
ment. 

Mr. SapiaK. However, is it not a fact, at the same time, that the 
British bicycle, or a bicycle other than an American make, having a 
bicycle pump on there, is an added advantage for the purchase of that 
bicycle ? 

Mr. Cor. Well, Mr. Sadlak—— 

Mr. SapiaKx. Because at the same time that bike is cheaper, and it 
also has one more accessory. 

Mr. Cor. I don’t know how far you can go with this application of 
gadgets to a bicycle. We have built bicycles which were very fancy. 
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We have tanks on them, we have carriers on them, bells, horns, lights, 
everything you can think of to attract the youngster. Whether put- 
ting on another pump would make any difference or not, I don’t know. 
I do know, as a matter of utility, that in the United States I doubt 
if those pumps would be used very much. They come conventionally 
on the foreign bicycles, because in Europe they do not have this fa- 
cility that we do here that is so convenient for them. And they do 
probably a great deal of touring in the country, probably, where they 
need them. But so far as being , needed in connection with the use of a 
bicycle in the United States, I doubt if there 1 is any advantage in them. 
But as an attractive gadget, you may have a point. I don’t know, sir. 

Mr. Sapiak. One concluding eakiain Mr. Coe. Have you ever 
made application to the Tariff Commission for an investigation of 
your industry, asking for relief ? 

Mr. Cor. I think we have ap peared before every regulatory body 
that is set up to consider this question in the last 10 years, con- 
sistently. We have appeared before the Committee on Reciprocity 
Information, and we had a hearing last year before the Tariff Com- 
mission, bringing out the facts that we have presented today, fore- 
casting the probable development of what the imports might become, 
and I am sorry to say that we got absolutely no relief of any kind or 
description. 

Mr. Saptak. The only hope of relief, then, as far as you can see 
now, is contained in the bill before us? 

Mr. Cor. That is the only thing that I can see where there would 
be any advantage at ail. And, if that were made part of the act, 
I believe that we could come out with an entirely different we than 
we did at the time we made our presentation before the Tariff 
Commission. 

Mr. SaptaKk. Thank you very much. 

The Cuarrman. Any other questions? 

Mr. Goopwrn. I do not know that it has any pertinency to this in- 
quiry, but I would be curious to know the fact, if you know: Some 
mail-order houses, that are certainly not in the manufacturing busi- 
ness, sell bicycles under a specific name, and a name which is foreign 
to any known bicycle manufacturer. 

Mr. Cor. That is right. 

Mr. Goopwin. I would like to know whether or not those are, so far 
as you know, all American made, or do they sometimes get them from 
abroad ? 

Mr. Cor. No; up until the last 2 or 3 years, they were convent ionally 
American-made bicycles sold under the tr: ade name of the mail-order 
house, for example. They were built by American manufacturers with 
that trade name on them. However, last year, and following the late 
fall of the year before, some of those same mail-order houses, who 
control] the name that they use on their branded bicycle, bought large 
numbers of bicycles abroad with that name on them, and the bic ycles 
were practically a duplicate of the bicycles made by the United States 
manufacturers. We had no control over that. They came into the 
market at prices decidedly below our competitive heen and that is 
growing. 

The Cuatrman. Mr. Coe, I would like to ask you one other ques- 
tion. You find your taxes are rather high, do you not, in your 
business ¢ 
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Mr. Cor. Yes, sir; we certainly do. 

The Cuarrman. Great Britain is one of your chief competitors, is 
it not ¢ 

Mr. Cor. Yes. sir. 

The CuHatrrman. Well, she has lowered her taxes about 11 percent, 
und she has no excess-profits tax, and she is doing pretty well reducing 
her sales taxes. Do you not think when the purchasing power seems 
to be going down in this country, and we are cutting expenditures, it 
would give you and other retailers and manufacturers considerable 
impetus if you could get some tax concessions here? 

Mr. Cor. It certainly would, Mr. Reed. 

The Cuamman. Do you know of any reason why we should not 
do it? 

Mr. Cor. Anything which would reduce our costs we will certainly 
take full advantage of, and very promptly. 

The Cuartrman. Well, if you have competition now, from Great 
Britain—— 

Mr. Cor. We do. 

The CuHarrMan (continuing). You will certainly have greater com- 
petition now that they have reduced their taxes and lowered their 
costs. 

Mr. Cor. We will. We are feeling it already, sir. 

Vhe CuarrMan. Mr. Curtis? 

Mr. Curris of Missouri. I would like to ask one question. You 
refer on page 5 to the reduction in tariff in 1948 at Geneva. That was 
the trade agreement entered into there not only with Great Britain 
but with other countries; is that correct ? 

Mr. Cor. That is correct, sir. 

Mr. Curris of Missouri. Now, did they specifically describe the 
item “bicycle” there ¢ 

Mr. Cor. Yes, sir; they did. It was a particular item on the agenda 
for that particular convention. 

Mr. Curtis of Missouri. They did not bring you in under some other 
term ¢ 

Mr. Cor. No; it was noted as one of the items to be under con- 
sideration. 

Mr. Curtis of Missouri. Thank you. 

Mr. Stuprson. Mr. Coe, are we allowed to ship bicycles over to Eng- 
land, and so on, and sell them there, if we can ¢ 

Mr. Cor. There is no law against it, sir; but it doesn’t happen. 
They have a tariff. 

Mr. Srpson. Do they have a duty? 

Mr. Cor. They have a very high duty, 20 percent or better. And, 
furthermore, you have to have an import permit ; and we just don’t sell 
bicycles in England. 

Mr. Srmpson. Well, there is not very good reciprocity there, is 
there? 

Mr. Cor. I haven’t found anything that sounds like reciprocity in 
the operation of this act. 

Mr. Simpson. And you have exhausted all possibilities of existing 
law? 

Mr. Con. As far as we can find them. We have spent many days 
trying to figure out ways of getting any relief of any kind. 
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Mr. Simpson. Are you not almost forced to the conclusion that yours 
must be one of those unfortunate industries which our international 
traders are willing to sell down the river and give up, here / 

Mr. Cor. We feel very much that way, sIr. 

Mr. Simpson. And your only hope for relief is through your Repre 
sentatives in Congress ? 

Mr. Cor. That is correct, 

The CuatrMan. Thank you, Mr. Coe, for your very fine state- 
ment, your appearance here, and the information you have given us. 

Mr. Cor. Thank you, sir. 

The Cuairman. The next witness is Mr. James Jacobson, president, 
Voland & Sons, Inc., New Rochelle, N. Y. 

If you will give your full name and the capacity in which you 
appear, we will be delighted to hear you. 


STATEMENT OF JAMES C. JACOBSON, PRESIDENT, VOLAND & SONS, 
INC., NEW ROCHELLE, N.Y. 


Mr. Jacosson. Mr. Chairman and members, the opportunity of 
appearing here is very much ap preciated. My name is James C 
Jacobson. Iam preside nt of. Voland & Sons, Inc., of New Rochelle, 
N. Y. 

We manufacture analytical balances and weights. 

lL don’t suppose that many of the members of this committee are 
chemists, but some of you have probably used student balances or 
simple an: alytical balances in your analytical chemistry at college or 
at school. An: alytical balances are primary instruments of measure- 
ment, of the measurement of mass, and without them the manufacture 
of many of our essential products is impossible. ‘They are used, of 
course, In basic research, but in addition to that you cannot even start 
to work on atomic energy, or to produce nuclear energy, or oil, or 
steel, or chemicals, or ammunition, or foodstuffs, or textiles, or paper, 

ithout analytical balances and weights being somewhere in the begin- 
ae of the picture. 

We have in our small comp: uny a number of special balances that are 
how bein; g expedited very hat ‘d for some atomic installations. We 
have spec Hi ‘l bal: ances th at have been shi yped within the past couple 
of years to atomic installations and to the Ordnance Department. 
Some of our regular models, our regular balances, are shipped in 
volume to the Army-Navy Medical Procurement, to the Ordnance 
Department, and to the Air Force 

We also have a phantom order, a phantom Government order, in 
case of mobilization, for which we would be responsible through one 
department of the Department of Defense. 

The analytical balance business is a small business. About 90 per- 
cent of the domestic production is done by t small plant , which 
employ between 50 and 60 employees each. Of this number of em- 
ployees, necessarily a large proportion of skilled and highly-trained 
technical help must work. And because of this large percentage of 
skilled labor, the break-even point is high; and therefore it 1s neces 
sary, it is important, to keep full production going in order to keep a 
skille «dd team together. 

For example, there is a technical part of manufacturing balances 
which ealls for a kind of help ct alled balance adjuste rs. It takes from 
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2 to 5 years to train such an adjuster adequately, and I think it is not 
an exaggeration to say that there are probably no more than between 
75 and 100 individuals in the United States that are fully competent to 
adjust balances. Assemblers take a year; balance makers take prac- 
tically a lifetime. We only have 2 in our pl: int that we would consider 

really balance makers. 

The total annual sales volumes of analytical balances in the United 
States is probably around $2 million. Before World War I, there was 
very little balance industry in the United States at all. The United 
States was entirely dependent on foreign sources, largely Germany. 
Actually, the balance industry in the United States was born about 100 
years ago in New Rochelle, with 1 small plant, and the demand, 
although not big, because of the nature of the instrument, caused 
several other people to go into the business. 

When World War I came, our foreign supply was cut off entirely, 
and the domestic manufacturers were ‘simply swamped. One of the 
reasons that it was so difficult during World War I for the United 
States to acquire sufficient munitions and material to get abroad was 
because the instrumentation and manufacturer of an: alytic al balances 
and such scientific instruments was practically nonexistent. 

It is impossible to expand rapidly an industry of this kind, because 
of the scarcity of trained help. Between world wars, the United 
States manufacturers again struggled against foreign competition, 
and when, in World War IT, foreign sources were cut off, although the 
scientific industry in general, and the balance manufacturing industry, 
had gained some stature and some foundation, it was terribly hard 
for them to keep up with the demand and requirements made by our 
war needs. 

As a matter of fact, the minimum backlog of United States manu- 
facturers was 2 years, and during that time, of course, there could 
be very little research done by any of the manufacturers, because of 
the necessity of production. 

Stimulated by World War II, the growth of instrumentation in 
this country has been tremendous, and technological developments in 
industry and research have required increasing speed, without im- 
pairment of accuracy. Research requirements in the average industry 
in the United States are from 3 to 4 percent of their production. In 
the scientific industry, it is 11 percent. In my own company, Voland & 
Sons, from 1947 through 1949, we allocated about 10 percent of our 
production dollars to research, and from 1950 to date, while we have 
been developing a new product, it has been from 25 to 30 percent. That 
is another reason why it is necessary in so essential an industry to 
keep it going. 

Incidentally, I should have mentioned before that analytical bal- 
ances have a very wide range of use and size. The smaller ones, which 
are extremely sensitive, can weigh infinitesimal kinds of things. 1 
remember in our plant one time we weighted a blond eyelash against 
a brunette eyelash. This was in a scientific experiment, but it shows 
the distinctions that could be detected in the instruments. 

Some of the committee may have seen the pictures in Life magazine 
recently of checking up the gold at the assay office in New York City. 
One of the pictures showed part of a very large balance. That bal 
ance was made some many years ago by Voland & Sons. 
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Up to the Torquay Conference, the tariff on balances was 40 per 
cent, and in September 1951, at the Torquay Conference, it was re 
duced to 30 percent. 

It is interesting to note some of these import figures. 1937, $45,064; 
1938, $44,008; 1948, $44,338; 1949, $124,455; and in 1952, $338,894; 
this in an industry which probably can’t have a larger total demand 
than about $3 million, in the United States. 

I have some wage figures here, which are interesting. 

The Cnarrman. Would you like to insert them in the record rather 
than read them ¢ 

Mr. Jaconson. Well, they are not in a form to insert. I have a list, 
and I would like to include them in the reading, if you don’t mind. 

In the United States, the average for workers in scientific instru 
ments, as taken from manufacturers of scientific instruments, is $2.15 
an hour. The average for workers in general manufacturing opera- 
tions, in accordance with the statistical office of the United Nations, 
is $1.74. As against that, in the United Kingdom, it is 45.1 cents. In 
Western Germany it is 37.6 cents. In France it is 35.3 cents. In 
Japan it is 20 cents, and in Italy, 24 cents. 

That is the average for unskilled workers. We know, because we 
have checked up, that in Germany, the opposite numbers of our people, 
who are averaging $1.80, and getting up to $2.45 an hour, are being 
paid from 25 to 50 cents an hour. 

Between 1946 and 1948, our own exports, chiefly to South America, 
were approximately 15 to 18 percent of our total volume. As of 1949, 
the volume, the export volume, disappeared. It was less than 1 per 
cent. And it has remained so, largely because European manufac 
turers were back on their feet and were able to ship to South America 
and to other countries throughout the world at prices far below that 
which American manufacturers with their costs can reach. 

Under the present tariff arrangement, whereby analytical balances 
pay 30 percent, imported balances pay 30 percent, foreign competi- 
tion, even with that tariff, plus shipping costs, can land balances in 
the United States cheaper than they can be manufactured and sold 
here. In one of the newer balances, a bid was recently put out by one 
of the large Federal users of scientific instruments. That was for 
quite a large number of balances. And the type of balances that were 
specified are balances that have been selling listing for $895 each. 

One foreign competitor came in with a bid of $650 each, which was 
below the 25-percent differential of the buy-American plan, and, there- 
fore, the bidder, or rather the source who wanted the balances was 
forced to buy those foreign balances. He is not sure just where the 
maintenance is coming from after he has got them. But he did have 
to buy them. 

In the bill presently under consideration, Mr. Simpson’s bill, H. R. 
4294, the phrase “impairment of national security” is recurrent. That 
is the thing that we base our testimony on here, that and the fact that 
it seems apparent that if a commission of experts like the Tariff Com 
mission examine carefully the necessary facts, and then come to a 
conclusion, after taking evidence, it would seem to us that their ver- 
dict should be made mandatory. And we like that part of the Simp- 
son bill. 

But the impairment of national security is the thing which a small 
industry like ours feels is important, and it is the key phrase which 
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applies to the protection of the manufacturers of balances in the 
United States. 

A war or any international emergency would immediately cut off 
foreign sources 

[ pointed out before that a manufacturer of balances requires a 
skilled, trained team. Now, the type of plant and machinery and 
know-how that we have could be converted to the manufacture of 
other things. There is no question about that. We could subcon- 
tract. We could do a lot of things. We could go into other kinds of 
products. However, it is a fact that the supply of balances is essential 
to the defense of the United States, even though it is a very tiny, 
microscopic industry. 

I have talked this over with my partners and also with my com 
petitors in the balance industry, and we feel that it is important to 
keep on making balances, as long as we are permitted to do so with 
reasonable economic safety. 

The request is not for preferential treatment, but for equal oppor- 
tunity. Technologically, we feel sure that we can more than hold 
our own. 

If the balance manufacture in the United States is impaired, and 
plants are converted, it would not be possible immediately to resume 
manufacture in case of an emergency. It would take years to resume 
balance manufacture after its discontinuance. 

Discontinuance of United States balance manufacture would be 
technologically disastrous and would be a genuine impairment of 
national security. On the other hand, if the European industry took 
over the entire United States demand, say around two to three million 
dollars, the number of dollars gained for Europe would be insignifi- 
cant, while a tiny but very essential and critical segment of our econ- 
omy would be wrecked. 

The enormous pyramid of United States industrial economy rests 
“as oe on the use of analytical balances as on any one single item. 

The Cuamman. Does that finish your statement? 

Mr. j \COBSON. Yes, sir. 

The Cuairman. That isa very fine statement. We appreciate your 
appearance and a information you have given to the committee. 

We may have to suspend here in a very few minutes, but Iam going 
to call the next sdandin 

First, are there any questions of this witness ? 

Thank you very much. 

Mr. Jaconson. Thank you very much, Mr. Chairman. 

The CHatrman. Mr. Edward J. Volz, president, International 
Photoengravers’ Union of North America, from New York City. Mr. 
Volz, if you will give your name and the capacity in which you appear, 
we will be very glad to hear from you. 


STATEMENT OF EDWARD J. VOLZ, PRESIDENT, INTERNATIONAL 
PHOTOENGRAVERS’ UNION, A. F. OF L., NEW YORK, N. Y. 


Mr. Vorz. Gentlemen, I appreciate this opportunity. 

The Cuairman. About how long do you think you will take? 
Mr. Vouz. About 3 minutes. 

The Cuarman. We would like to hear you longer. 
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Mr. Voitz. My name, Mr, Chairman, is Edward J. Volz. I am 
president of the International Photoengravers’ Union, which is affili 
ated with the American Federation of Labor. 

The membership of this organization of photoengravers is approxi 
mately 18,000 craftsmen, but hundreds of ack ne onal employees are 
engaged in highly skilled processes involved in producing photoen 
gr aved plates. These plates are used in the toed. nave on of the many 
varieties of photographs and illustrations th: at appear in books, mag 
zines, newspapers, and other printed publications. 

[ might say, Mr. Chairman, if I may, that I am also a member of the 
board of governors of the International Allied Printing Trades Asso 
ciation, which association is composed of the 5 principal printing 
trade unions in the country, having a membership of approximatel) 
250,000, between that and 300,000; and while I haven't been authorized 
to speak for them, because the association hasn’t met since this bill 
was introduced, I am sure I voice the opinion of most of those in the 
printing industry. 

The CHarrmMan. Thank you. 

Mr. Vouz. Our employment and wage standards depend upon the 
economic conditions that prevail in the publishing and graphic-arts 
indust ry. For this reason, we are deep ly interested in the welfare of 
the printing and publishing industry and in legislation that affects its 
econemy. 

The rate of duty on books has bee n cut in half under the trade 
agreements program and is down to 5 percent on books that are not 
bound in whole or in chief part in leather. This means that there is 
very little tariff protection left. 

We do have protection in another form, and that is under the so 
called manufacturing clause for our copyright law. This clause re 
quires that if any book published in the English language is to enjoy 
copyright protection in this country, it must be saanaiaeiel here. 

In recent years, however, a strong campaign has been carried on by 
the Library of Congress and the State De partment to have this clause 
eliminated. The only remaining protection then would be the very 
low tariff now in existence. The United States has signed a Universal 
Copyright Convention which would virtually destroy the manufactur- 
ing clause, but this convention has not yet been ratified by the Senate. 
There is now again a bill before Congress wh ich, ~~ modify our 
copyright law to conform it to the provisions of the Universal Copy 
right Convention so far as the manufacturing ¢ ee se is concerned. 

Those who wish the copyright clause eliminated say that we should 
depend upon the tariff for our protection. Yet, under the trade 
agreements law, the tariff was cut in half, and even now the authority 
exists to cut the rate of duty on books another 50 percent. 

In 1950, the United States signed another international agreement 
under the auspices of UNESCO which would place cultural, educa 
tional, and scientific materials on the free list. This would include 
books and various printed matter. Should this agreement be ratified, 
the Ways and Means Committee would be completely bypassed in 
removing items from the dutiable to the free list. While it does not 
appear at this time that the agreement will be ratified, I think that this 
committee should be aware of the efforts that have been made to enter 
into agreements that would alter duty rates without consultation with 
this committee. 
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We urge you to approve the pending bill, H. R. 4294, because we 
believe that it will make the administrative machinery under the 
escape clause more responsive to the needs of American industry and 
labor. Judging from the results of the past year or two, certainly the 
employees in an industry that is suffering from import competition 
have little hope of gaining relief in time to protect their wage stand- 
ards and employment. The Simpson bill would represent a marked 
improvement over the present law in that respect. It was drawn up 
against a background of knowledge and experience in this field, and 
we think that it should be adopted. 

Thank you, Mr. Chairman. 

The Cuarrman. Thank you very much for your fine statement. You 
brought out some very important points there, with reference to pro- 
tection for labor. 

Mr. Vouz. I could bring out some very interesting ones, Mr. Charr- 
man, if I wanted to get into detail about specifie parts of the print- 
ing-trades industry, but I spoke rather for the entire industry, rather 
than for various seements of it. 

The photoengraving industry, which I directly represent, has suf- 
fered and is suffering considerably from importations from foreign 
sources, 

The Cuatrman. Thank you. We appreciate your statement and the 
information you have given. 

Mr. Vorz. Thank you. 

The Cuatrman. The next witness is Mr. James H. Casey, Jr., execu- 
tive secretary of the National Association of Leather Glove Manufac- 
turers, Inc., of Gloversville, N. Y. 

All right, Mr. Casey. If you will give your name and the capacity 
in which you appear, we w ill be ve ry olad to hear you. 


STATEMENT OF JAMES H. CASEY, JR., EXECUTIVE SECRETARY, 
NATIONAL ASSOCIATION OF LEATHER GLOVE MANUFACTURERS, 
INC., GLOVERSVILLE, N. Y. 


Mr. Casry. My name is James H. Casey. I am the executive secre- 
tarv of the National Association of Leather * Glove err itaeear tah 

The Crarrman. Pardon me. About how long will you be, Mr. 
Casey’ Ido not want to contain you, but Iam being pressed to come 
to the floor. 

Mr. Casey. About 10 minutes. 

The Cuamman. All right. Go ahead. 

Mr. Casry. I am representing today the manufacturers of leather 
gloves in the United States. T also have with me. which I will intro- 
luce into the record, letters from the unions, representing labor in the 
leather-glove industry, and from the tanners in the United States, who 
make exclusively leather for gloves. 

Our industry is one of the few, if not the last one remaining in this 
country, that is exclusively a handicraft industry. The very nature 
of the industry necessitates such an operation, as we are constantly 
“ai ing with the skin off the back of an animal, and it must be handled 
by hand, and only in that manner. 
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We would like to point out, however, to the committee that you 
should not associate a handicraft industry with an ineflicient industry. 
Weare much in the same position as a painter or a sculptor who works 
by hand. 

Our workers are very highly skilled and are trained under the 
approval of the United States Department of Labor, Division of 
\pprenticeships. Each cutter in our industry goes through an ap 
prenticeship of 2 years before he is permitted to become a master 
cutter. 

We do have a great deal of women in our industry, and this is the 
only part where there are any machine operations whatsoever, and 
these women are highly skilled sewing-machine operators. 

The CHAIRMAN. Mr. Casey, ] apologize, but we are pressed to vo 
to the floor on an amendment, and we will just take a little recess here 
of about 25 minutes. We will be back here at 3 o’clock, and then 
you may go on with your statement. 

We will recess until 3 o’clock. 

(Whereupon, at 2:35 p. m., the hearing was recessed until 3 p. m.) 

The CuarrMan. The committee will come to order, and Mr. Casey 
can come to bat again. 

Mr. Casry. We would like to point out to the committee that leather 
glove manufacturers are not particularly isolationists. Neither are 
we high-tariff-minded. Our industry deals in merchandise from all 
the farflung corners of the world. In the manufacture of gloves, we 
use no skins of domestic origin with the exception of a very small 
amount of native sheepskin and a very limited amount of deerskin. 
The balance of the raw materials that we use comes from Europe, 
South America, some from India, and a very small amount from a 
few of the other countries. 

Our contribution, therefore, to world trade is quite extensive, in 
addition to which we also purchase from a few countries finished 
leather that is used in the manufacture of gloves. 

We feel that if imports are to flood our markets here, they must 
lose a corresponding amount of world trade, by our need for the 
purchase of raw materials in foreign countries. 

We have been very concerned about the action taken by the United 
States Treasury Department in the Tariff Act. About a year and a 
half ago, we called to the attention of the Bureau of Customs the 
fact that in France, the French Government announced that it would 
rebate to various industries a certain amount of the social taxes that 
various industries paid. Among the industries selected was the glove 
industry. 

The Government announced at that time that they would rebate 
approximately one-half of the taxes to the glove manufacturers. 

We called this to the attention of the Bureau of Customs, who noti- 
Ged us that investigation was going to be made to see to what extent 
his practice was being engaged in. 

Over a year has passed, and since hat time we have heard nothing 
from the Bureau. 

On January 1 of this year, in a French publication, Ganterie 
Francais, which is a French glove magazine, the president of the 
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Glover Association, representing all of the glove manufacturers in 
France, in speaking before the membership, states: 
We appreciate the fact that the French Government is rebating to us part of 


the social taxes that we pay, and we hope the practice will be continued. 


in addition to which he says: 


We would like to have them pay us on a quarterly basis, rather than rebate 
the tuxes to us every 5 or 6 months, because we need our dough. 

Under section 303, of the Tariff Act, such a practice calls for our 
Government to invoke section 303 and apply countervailing duties. 

We have constantly, consistently, day in and day out asked the 
Bureau of Customs to invoke that section of the act, to no avail. 

Now, the Congress of the United States wrote the customs bill. 
They wrote the Tariff Act. They were the ones that set up this 
revenue for the United States Government. And to date, nothing 
has been done about it. 

We do not know what type of information the customs people want, 
to invoke this regulation. We have given them every bit of infor- 
mation we possibly « 

I have all the letters from the Customs Bureau with me, all 
which are evasive, to our appeal. 

In a second case, we called to the attention of the Customs Bureau 
that they were setting up a multiple-exchange rate. In other words, 
some industries were being given more franes for the dollar than 
others, which, in itself, amounted to a bounty or grant, as section 303 
points out, to glove manufacturers. 

We were quite amazed, when we wrote to the Bureau of Customs, 
to find out that they knew of this practice going on, and they wrote 
us that they thought it was going to be discontinued, and inasmuch 
as it was going to be discontinued, they thought we would have no 
further interest in the case. In the meantime, our Government was 
defrauded of a great deal of money it should have collected on duties, 
and at the same time we were thrown into more destructive competi 
tion with French glove manufacturers. 

Not so long ago, the French glove manufacturers sent a mission 
to the United States to study our methods, and what not. The mission 
failed to study our methods. It did not visit one English factory in 
the United States, but spent a great deal of its time among the retailers 
of America, selling French leather gloves. 

In a statement, their report that they made, they asked American 
manufacturers to ‘loble with favor on the French glove manufacturers 
as colleagues; that we should work as one industry. And they 
to state this: 


FO On 


> 


The French delegation hopes to have extremely cordial contacts with its 

American colleagues, with the desire of serving both countries, France bringing 
its American friends the chic, the tradition, the elegance of its models. 
All they want from us is our material, our manufacturing methods, 
and the quality of our production. They will give us the chic and 
the elegance, and we will give them everything else. Yet the same 
industry, in all of its statements, claims that they are the finest glovers 
in the world. 

In an unclassified report from Grenoble, sent to the State Depart- 
ment on November 3, 1952, just a few months ago—this is from the 
American consulate in Lyons, France—these are the conditions out- 











TRADE AGREEMENTS EXTENSION ACT OF 1953 175 





lined to our Government. And it will give you an idea of the com- 
petition that we are faced with day in and day out. He is speaking 
now of Grenoble, France, which is the largest producing glove area 
in France. 

The labor force is predominantly female, close to SO percent, and it is estimated 
that there are 3,000 workers. No exact fizures can be quoted however, since 
over three-quarters of the gloves are made in the workers’ homes on a contract 
basis. There is a heavy seasonal fluctuation, and precise statistics are viewed 
by most Frenchmen as irrelevant and unusually dispensable. Wages paid are 
average for the area. Only a small percentage of the workers belong to labor 
rganizations, and no labor difficulties have been experienced. 

I quote this from our own Government, in contrast to what we are 
faced with in a very highly unionized industry, in fact 100 percent 
unionized by several unions. And we have ee ably rates about 
four times those of France, which is one of the bi 
areas other than the United States. 

I have also with me the official report from the French Government, 
sent to our State Department covering labor rates. They tnke Paris 
and that area as their basis for the No. 1 area, and they show rates of 
110 frances for the low worker to 182 franes for the most highly skilled 
worker. hg base of 182 frances would mean that the highest skilled 
worker in France gets approximately 52 cents per hour. That, I 
might say is in contrast with our highly skilled workers today making 
ap proximately $1.90 an hour. 

But it is interesting to go into the report a little bit further, as 


“a 
ae 


rest glove producing 


France breaks its labor section down into five divisions. And going 
back to the fifth one, covering the area of Grenoble, rates dropped as 
much as 32 percent in the small areas outside of Paris. ‘This would 


mean that a skilled gloveworker in the Grenoble area would earn ap- 
proximately 88 cents an hour. That is for the higher skilled worker. 
The low worker would come somewhere around 21 cents an hour. 
This, again, is for the low workers, in contrast with our minimum rate 
of 75 cents an hour, and that is only the one established by law. And 
our negotiated minimum rate would average about 34 cents an hour. 
Those would be for people that are merely the most unskilled groups 
that we have. 

We are very much concerned about the competition from Europe, 
and particularly France, England, and Italy, because we are con- 
stantly undersold in our own market. We have never taken the atti- 
tude for 1 minute that the quantity of gloves sent into this country 
has been our most. troublesome problem, even though they have taken 
better than at times 25 percent of our market from us. 

The problem we have faced with imports has always been the low- 
cost imports that act as depressant on our prices. In other words, 
they depress our prices beyond all reason and force us to meet them in 
competition, 

In addition to that, the legitimate importer of French gloves main 
tains generally an office in New York City and various other parts of 
the United States, and has selling expenses, and so forth; and yet in 
France it is possible and it is a regular practice that Frene h glove 
manufacturers sell to the large retailers directly, which aialeba the 
competition even more severe pricewise than it is when they deal 
through importers. 

Our position on this is the prices that we are constantly thrown in 
competition with from France, or from any other area for that matter. 
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The Cuatrman. Is that your statement ¢ 

Mr. Casry. Just one or two things more. 

We were very much Ree when we appeared down here some 
time ago before the committee, when the powerful NRDG testified 
against the customs bill Ce it set up a S10 free limit on goods 
coming into the country. ‘They yvowled and wailed because it would 
mean that merchandise would be brought in directly from Europe. 
The retailers must realize that if tariff rates are going to be constantly 
reduced to a point where they have nothing but nuisance value, this 

same practice will be engaged in, and faster than the *y think. 

We have made a few recommendations in our statement to you, and 
I did not want to take the time to read them, because you have it all 
before you, but we would like to see the trade agreements bill, as in- 
troduced now by Mr. Simpson, adopted. We would like to see the 
Tariff Commission make its peril-point finding and be guided by the 
Congress. Instead of saying, “serious injury to the domestic pro- 
ducer producing a like or competitive article,” we should add to the 
new test the effect on unemployment and injury to American workers. 

The peril-point amendment, as reported by the Tariff Commission, 
should be made mandatory upon the Preside nt of the United States. 
The escape-clause procedure is cumbersome and awkward. And, gen- 
tlemen, 1 don’t know if you know this or not. I don’t believe that if 
five escape clause ap plications were presented tomorrow morning to 
the Tariff Commission, they have got the money to conduct. an investi 
gation. I believe they are just about broke over there. And that is 
one of the reasons today why we are seeing such slow action on these 
escape clauses. They Dare ‘n’t got the money or enough personnel to 
work with. I think it is something where before these hearings are 
over you should hear ivan the Tariff Commission on that particular 
point, which I think is a very important one; that this agency which 
you charge with making reports to you and holding such an im 
portant part of industry’s life in its hands, should have the money 
and the means to work with. 

Section 303 of the Tariff Act, in our opinion, should be rewritten 
in its entirety: either that, or make it mandatory on the Bureau of 
Customs to invoke the countervailing duties of the act, when indus 
tries like ourselves have been able to prove beyond a question of doubt 
that such rebates are being made to French industries. Because all 
the tariffs in the world will not help us if governments like France 
are allowed to circumvent it by giving rebates to manufacturers, 

And in the very last letter we had from the Bureau of Customs, they 
questioned the statement of the president of the French Glove Asso 
ciation and tried to tell us that it was a remission of taxes rather than 
a rebate; despite the fact that the men complain that they do not get 
their rebates back fast enough. 

That just about sums up the points I wanted to highlight to you 
You have the detailed points in our written presentation. 

And I thank you very much for this privilege of being here with 
you today. 

The Cuarmman. Mr. Casey, we appreciate your statement. We are 
sorry that the situation in the House is such that so few members are 
here. But some of us have heard you, and we sympathize with your 
position, 
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I do not know whether you have cheeked on it or not, but 1 notice 
the French have reduced their income taxes over there. 

Mr. Casry. That is right. They have. 

The Cuairnman. And does that not accentuate the competition ‘ 

Mr. Casey. Yes; it does. 

The Cuamman. In view of our situation now ¢ 

Mr. Casey. It does. There is no question about it. A reduction in 
our taxes would help us some, too. 

The CnarrMan. Thank you. We are trying to do just that. 

Are there questions over here / 

We certainly thank you for your statement. 

Mr. Casey. Thank you. 

(The prepared statement submitted by Mr. Casey is as follows :) 


STATEMENT OF JAMES H. CASEY, JR., EXHCUTIVE SECRETARY OF THE NATIONAI 
ASSOCIATION OF LEATHER GLOVE MANUFACTURERS, INC., GLOVERSVILLE, N. Y. 


Gentlemen, I am appearing here today on behalf of the menrbers of the National 
Association of Leather Glove Manutacturers, Inc., and, in addition, am repre 
senting other manulacturers in the industry who are not members of the 
association, but whom we have permission to represent. 

Our membership is national in scope; and, although the principal manufactur 
ing areas are in the States of New York, Wisconsin, and Illinois, we do have 
members in several other States. 

The unions representing the glove industry are familiar with the written state- 
ment that we are going to submit to your committee and have given to our state 
ment their wholehearted approval. Their letters of approval are included with 
this statement. 

The case of the glove manufacturers could not be presented before your com 
mittee without calling to your attention the fact that in upstate New York, in 
the county of Fulton, we have the largest concentration of glove manufacturers 
in the world. It was here that the industry started over 200 years ago, and it 
las retained its leadership in fine glove production since that time. 

We also have as associate members in our organization most of the tanners of 
glove leather, who, for the most part, are solely dependent on the operations 
and success of the leather glove industry. These tanneries are mainly located 
in Fulton County, New York State; and I mention this to give you an idea of 
how closely the economy of this community is interwoven with that of the leather 
glove industry. 

As manufacturers, there are several problems that concern us with foreign 
trade, all of which will be affected by the present bill, H. R. 4294; and we want 
to call the pertinent facts which affect us in this resolution to your attention. 

Kirst, we want to state that the manufacture of leather gloves is a handcraft 
industry, and at the same time, point out that a handcraft industry should not 
be confused with an inefficient one, any more than you would call the work of 
any great artist who paints or sculptures by hand inefficient. 

Our product is made from the skins of animals, which vary in size, texture, and 
weight, just as it does on the human body lor this reason, every skin must 
be handled as a separate item and individually cut. 

Our men are trained under the authorization of the Apprenticeship Division 
of the United States Department of Labor and are given 2 years of training 
before they are permitted to work on their own as master cutters. This is 
pointed out to give you an idea of the skill a man must have before he is able to 
become a full-fledged glove cutter. 

Our women workers, who are the only mechanized group in the industry, &re 
highly adept in the sewing operations on gloves and have spent many tedious 
months in developing their respective skills 

It must be obvious to you gentlemen that an industry so handcraft in its nature 
has a correspondingly high labor cost that makes us very vulnerable to low 
European labor rates. In the glove-producing areas in Europe, labor rates ave 
age about one-fourth of ours; and it is to this type of competition, costwise, that 
we are most vulnerable. 

A serious problem facing us at this minute is the ages of glove workers in the 
industry, and it is very doubtful if we are gotng to be able to attract younget 
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people to this industry if their wages must be depressed by imported merchandise 
produced at a considerably lower rate than that needed for our American 
standards 

The American leather glove industry should not be here today defending the 
present House bill and asking for the mere strengthening of the various clauses 
contained therein, but should be actually insisting that the tariff cuts that have 
been forced upon the industry since 1936 be restored. The spread in labor rates 
between this country and Europe is increasing yearly; and, with ever-increasing 
demands for social benefits, our problem becomes more acute as the years go by. 

Leather glove manufacturers are by no means isolationists or high-tariff 
protectionists, but rather businessmen who operate in all world markets. With 
the exception of a small amount of native deerskin and some domestic sheepskin, 
glove manufacturers purchase all of their skins from Europe and Latin American 
countries. Our annual contribution to international trade is considerable. In 
addition to this, we do purchase finished leathers from foreign countries which 
are also used in the manufacture of gloves. 

It goes without saying that, if foreign gloves are permitted to come into this 
country without protection of a strong tariff, the raw material markets now 
enjoyed by Europe and South America will be lost to them. 

Our need is for an equalization in labor rates. Stylewise and qualitywise, 
we will take our chances. 

In urging upon you the strengthening of section 303 of the Tariff Act, namely, 
that covering countervailing duties, we would like to call to your attention the 
quandary that our Treasury Department has from time to time found itself in. 

Ina French publication, La Halle Aux Cuirs, it was announced that the French 
Government would aid certain industries in the developing of an export market. 
The glove industry was among those selected. It was stated that certain social 
taxes paid by manufacturers would be rebated to them in proportion to the 
amount of items they exported. 

This information was passed on to the Treasury Department, Bureau of Cus- 
toms; but, up to the present time, no action has been taken on this case. We feel, 
however, that it would have been had this section of the act been made mandatory 
on the Treasury Department 

Only this past month, as reported in the French glove magazine, Ganterie, the 
president of the Glove Association in France, which represents the various glove- 
producing areas, had this to say: “The French glove-making industry is appre- 
ciative of the fact that our government has recognized our problem and has 
not forgotten us in the measures adopted.” He states that the reimbursement 
of social charges now given to the glove manufacturers in France should be 
made on a quarterly basis, inasmuch as their budgets are not sufficiently strong 
to keep them waiting too many months. 

In other words, the practice that we have been complaining about to the 
Treasury Department has been publicly acknowledged by the French Govern- 
ment and the glove industry at large, and it does not seem necessary that fur 
ther proof should be needed. Yet our Treasury Department remains in a quan- 
dary as to whether the refund is a mere remission of internal taxes or a rebate. 

We would, therefore, suggest to you that this section be strengthened, and 
if ambiguous to the Treasury Department, be well spelled out by Congress, so 
there will be no misunderstanding as to whether countervailing duties should 
or should not be added. It is up to the Members of Congress to write the act 
and prevent undue injustice to the domestic producer and to American labor, 
and at the same time, to make sure that our Government is not defrauded of 
customs duties to which it is entitled. 

A second situation arose in July of 1952, and we notified the Treasury Depart- 
ment that the French Government was granting a bounty to French glove ex- 
porters by permitting a more favorable rate of exchange than the official rate 
and the one established by the International Monetary Fund. The law again 
provides that a countervailing duty should be assessed if, through currency 
man pulaticn, a grant or bounty is given to an exporter. 

The Treasury Department, Bureau of Customs, officially recognized this prac- 
tice in a letter dated July 10, 1952, which said: 

“Further reference is made to your telegram of January 4, 1952, relative to an 
alleged grant or bounty conferred by the French Government upon glove 
exporters. 

‘According to official information received by the Bureau, the French Gov- 
ernment has not, since approximately February of this year, issued any new 
authorizations for the export of gloves under the arrangement which made 
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possible for the French exporter of gloves a more favorable rate of exchange 
than the official rate. Since the arrangement is reported to be no longer in 
effect, the matter will be considered closed unless you have a further interest 
in it.” 

Here again, we feel that an illegal practice was going on, and yet no action 
was taken. It is these practices on the part of foreign governments which give 
uS trouble and circumvent any rate of duty that might be established. 

We have heard much in the past of the word “reciprocity.” Let me call 
your attention to Women’s Wear Daily, which, in its issue of June 6, 1952, stated 
on the front page: “The French Government's Commission on Economic Affairs 
has appealed to high government authorities to forbid imports of all types of 
clothing froin all sources.” It was this same group which stated that American 
glove producers should look upon French glove manufacturers as colleagues and 
advocate the abolition of all tariffs. In other words, reciprocity is practiced, 
prviding that we in the domestic industry open our markets to them, while our 
merchandise is eliminated from theirs. 

One of our leading glove importers in a statement to the press which appeared 
in Women’s Wear Daily on Friday, April 10, 1953, said: “French gloves have 
been an aid rather than a hindrance to the sale of domestic products.” Con- 
tinuing, he states: “The type of gloves produced in European countries is not 
competitive with domestic production.” If any statement was ever made that 
is contrary to the true story, that is it. 

It must be acknowledged that any hand covering, regardless of the type or 
kind, is competitive with any other kind; but of more importance is the fact 
that their gloves are definitely competitive with those produced by the American 
leather-glove industry. It is true that France and Italy may develop a novelty 
type of glove with a little different styling or ornamentation than we might 
make here; but that is a style factor and one in which there is a recognized lim- 
ited volume, It is our staple merchandise that we are most concernd with, and 
it is here that we find our greatest competition. 

In the report made by the French Glove Manufacturing Mission to the United 
States, published in October 1951, the head of one of the trade associations for 
the glove industry in France had this to say: “France brings its American friends 
the tradition, the chic and elegance of its models, and America should bring to 
France its manufacturing methods, its material, and the quality of its production.” 

I am inclined to believe that the contribution made by the French glove 
manufacturers will only be, as they call it, “chie and elegence.” It is acknowl- 
edged the world over that American leathers today are beautiful. They rank 
with the finest in the world, and our research and development in America has 
produced leather surpassed by none; yet we must constantly listen to the 
nonsense that we are not competitive with European items. 

The same importer who made the statement that “imports help the domestic 
industry” found them so helpful that he sold his factory in Gloversviile, N. Y., 
and has become an importer. Surely, if there were any basis for the argument 
that imports help the domestic industry, his factory would be going today in 
Gloversville, N. Y., in the county of Fulton. 

As they modestly admit the “elegance” of the French glove, it would seem 
that at least they would price their merchandise competitively with the domestic 
producer, and not always try to underprice them in the domestic market. 
Gloves. which are so elegant and chic as we have been told should be able to 
sell on their own mérits, which would mean that the French glove would not 
have to land in this country $2 or $3 below the price of the domestic producer. 
Yet the fact remains that American producers are constantly undersold by im- 
ports and, in order to remain in the market, have to meet these low European 
prices. Gloves which sre considered so elegant in the minds of importers 
should be priced right; and labor in foreign countries should be paid a sufficier t 
sum to give them purchasing power and not at the level at which wage rates 
are established today, with the obvious result of preventing labor in this coun- 
try from making the gains it rightfully deserves. 

We would like to point out to the committee that many French glove manu- 
facturers sell directly to retailers; and here we find large, well-financed stores 
buying directly from manufacturers, thereby causing an even greater strain in 
the domestic market. The profit of legitimate importers is eliminated, the cost 
of distribution the domestic manufacturer must bear is eliminated, and it is 
very doubtful if the consumer enjoys any of the savings. The importer is tnder- 
sold, and the domestic manufacturer is placed in an untenable position price- 
wise 
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This committee will hear from such organizations as the National Retail Dry 
Goods Association, the National Council of Importers, and many others, asking 
for either a reduction in tariffs or complete abolition of tariffs; and they 
attempt to back up their requests by stating that such is in the interests of 
internitional trade. 

Such thinking is not consistent with good planning, and such a program should 
not be looked upon as a cure for all international ills. The point has already 
been given too much publicity, and has created false hopes in the minds of 
many. 

Last year before the Senate Finunce Committee, the National Retail Dry 
Goods Association oposed the $10 customs limit outlined in the customs simpli- 
lication bill, and referred to those who would permit merchandise to be 
shipped into this country up to and including $10 duty-free as “international 
do-gooders “4 

Unquestionably the retailers were correct in stating that the foreign mail 
order competition they would receive would be very harmful. This same group 
must also realize that constant reductions in tariffs only tend to accomplish 
the same thing, and would affect them adversely. 

We certainly would not want to let this opportunity pass without calling to 
your attention the fact that this industry is one required to produce handwear 
for our Armed Forces, I don’t know if you gentlemen realiez it or not, but it 
takes a very experienced industry to produce the type of equipment needed 
for the military throughout the world, and only those experienced in the indus- 
try’s operations are qualified to meet these requirements. ‘To disrupt an in- 
dustry which is currently being called upon to produce for the armed services 
seems preposterous at this time. Only too well do we all know the uselessness 
of a combat man with frozen hands. 

Before we come to the significant points of H. R. 4204, let me caution the 
committee that, under our so-called program of reciprocity, a reduction in the 
tariff seldom benefits the country with which negotiations take place. We 
can point to examples of tariff reduction made with France and England and, 
at the same time, show that neither country benefited by the reductions. 

As a matter of record, in 1935, 1936, and 1937—in fact, until Czechoslovakia 
was taken over by Russia—it was able to drive every other foreign country out 
of the domestic glove market, the reason being their low cost of operation. 
When you favor such a program, you merely give a monopoly to the low-cost 
producing country. 

It is our recommendation 

1. That the trade agreements extension bill be continued for a period of 
1 year 

2. That the Tariff Commission, in making its peril-point findings, should 
be guided by Congress, and, instead of saying “serious injury to the domestic 
industry producing a like or competitive article,” should add to the new test 
the effect on employment and injury to American workers. 

3. The peril-point amendment, as reported by the Tariff Commission, 
should be made mandatory upon the President. 

4. The escape-clause procedure is cumbersome and awkward, as well as 
heing too slow. We recommend that the Tariff Commission be required to 
report within 6 months its findings. 

5. That section 308 be rewritten in its entirety and clearly spell out to the 
Treasury Department its obligations and duties with respeet to bounties, 
grants, currency manipulation, and any other practice which might tend to 
circumvent the existing rates. 

For myself and the glove manufacturers of the United States, I thank you. 


The CuHarrman. The next witness is Mr. G. H. Schlough, Plume & 
Atwood Manufacturing Co., Waterbury, Conn. 
Mr. S hlough, are you prepared to proceed ? 
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STATEMENT OF JOHN BRECKINRIDGE, ATTORNEY, WASHINGTON, 
D. C., APPEARING ON BEHALF OF PLUME & ATWOOD MANUFAC- 
TURING CO., WATERBURY, CONN. 


Mr. Bre KINRIDGE., Mr. Chairmat > nV hae Is Jolin Breck nrc 
I am attorney for the Plume & Atwood Manufacturing Co. M1 
Schlough is not here today. In order to conserve the time oft the com 
mittee, he decided to consolidate his testimony with that of the Pin, 
Clip, and Fastener Association, of which he is a member, and for whoi 
Mr. Dailey will appear on Friday, May 1. However, they did ask me 
to make a brief statement on behalf of the Plume & Atwood Co., 
have the record show that th ‘Vv are In full support of the Simpson bill. 

he same is true of the following companies who have been sched 
uled to appear at various times this week. They all support the 
Simpson bill, but to conserve the t Oo te cata eG their testimony 
will be combined with that of the Pin, Clip, and Fastener Association, 
jor which Mr. Dailey will appear on Friday, May 1: Delong Hook 
& Eye Co., Philadelphia, Pa.: Noesting Pin Ticket Co., Inc., New 
York, N. Y.: Oakville Co., Division of the Scovill Manufacturing Co., 
Waterbury, Conn.; William Prym, Inc., Dayville, Conn.; Star Pin 
Co., Shelton, Conn. : Union Pin Co., Winstead, Conn. : and Vail Manu 
facturing Co., Chicago, Il. 

The CuHairMan. Your name is— 

Mr. Breckinripee. John Breckinridge. I am an attorney. 

‘The CuarrMan. Are you nota local attorney ¢ 

Mr. Breckinripce. Yes,sir. Laman attorney in Washington, D.C. 

The Cuatrman. Yes, | remember your name. 

Mr. Kran. What does the Plume & Atwood Co. produce ? 

Mr. Breckinripar. They and the other companies menti oned pro 
duce pins, clips, fasteners, and other small items made of metal. But 
more detail concerning their views will be given on Friday. 

The Cnatrman. Thank you for your statement. 

Mr. Breckinripce. Thank you. 

The CnatrmMan. The next witness is William F. Dalzell, president 
of the Fostoria Glass Co., of Moundsville. W. Va. 

If you will just give your name to the reporter, and the capacity in 
which you appear, we will be very glad to hear you. 


STATEMENT OF WILLIAM F. DALZELL, PRESIDENT, FOSTORIA 
GLASS CO., MOUNDSVILLE, W. VA. 


Mr. Daze. Mr. Chairman and members of the House Ways and 
Means Committee, my name is William F. Dalzell. I reside in 
Moundsville, W. Va. I am president of the Fostora Glass Co., of 
Mounds ville. 

1 am appearing before your committee today in behalf of my own 
company and also for members of the American Glassware Associa 
tion who manufacture hand-made blown and pressed table, stemware, 
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and art glassware and also for cutters and decorators. Many glass 
manufacturers cut and decorate ware which is produced in their own 
plants; however, some sell blanks (undecorated glassware) to special- 
iste known as cutters and decorators, an industry which specializes in 
the ornamentation of glass. 

The section of the glassware industry for which I am speaking is 
indicated on the tabulation previously handed you. This data has 
been compiled by the Department of Commerce in collaboration with 
the United States Tariff Commission and published by the American 
Glassware Association. I regret that the 1952 results are not on this 
tabulation as the Bureau of Census has not made available the pro- 
duction reports and the Department of Commerce has not yet com- 
pleted the final report of total imports by classifications for 1952. 

About 75 percent of the dollar volume of this type of ware is pro- 
duced by association members; and from what I have been able to 
ascertain, I believe that the entire industry approves of the changes 
proposed in H. R. 4294 regarding the administration of the Trade 
agreements Act and also in regard to increasing the Tariff Commis- 
sion to 7 members, selected on the basis of their sualidgations for 
analyzing and declaring fair tariff rates and making injury deter- 
minations. Neither the members of our association nor I am qualified 
to comment on the wisdom of including legislation in this act regard- 
ing agriculture, mining, and minerals. That is, in our opinion, a 
matter that should be left entirely to the discretion of the Ways and 
Means Committee after reviewing evidence submitted to it by those 
qualified to advise on these subjects. 

The handmade table, stemware, and art glassware industry has 
not received benefits from the Trade Extension Act program of the 
United States to the extent that some of the heavy industries have 
received. This fact is evident if you will refer to the summary which 
has been distributed and marked for your convenience. (We wish 
to have this chart included in the formal report of this testimony.) 

You will note that imports of handmade blown tumblers, stemware, 
and other table, kitchen, and artware imports was $4,169,592 in 1951. 
That is a little more than 40 percent of total imports of the entire 
pressed and blown glassware industry in the year 1951, which totals 
$10.023.900. The total production of the pressed- and blown-glass- 
ware industry in the year 1951 was nearly $333 million. 

The production of handmade blown tumblers, stemware, and other 
tableware, and so forth, was $16,312,000 in the same year. Here then 
is a group of manufacturers producing less than 5 percent of the total 
pressed and blown ware made in United States; yet they have to feel 
the impact of more than 40 percent of the imports and can export only 
114 percent. That is why at every tariff hearing held before the Ways 
and Means Committee a representative from this section of the glass- 
ware industry has not been benefited by the trade-agreements program. 
Information from the Tariff Commission indicates that imports for 
the first 11 months of 1952 have increased 3.4 percent for this class 
of ware, and American Glassware Assoc tation monthly sales reports, 
a statistical series kept for members of the association and the Gov- 
ernment, disclose a 7.2-percent sales decrease for the year 1952. 

The handblown and handpressed table, stemware, and art section 
of the glassware industry is composed of approximately 30 companies 
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employing about 8,000. These manufacturers produce handmade 
table, stemware, and artware solely. Among them are several com- 
panies producing a yearly dollar volume of over $3 million each, 
while quite a few small companies sell not more than $150,000 
annually. 

In the cutting and aa ‘ating industry are many very small estab- 
lishments, started often by skilled journeymen who know the art 
of cutting and etching and of decorating glass with applied colors. 
None of these cutters and decorators are what would be known as 
large plants, many have only 15 or less employees, while the largest 
would not employ over 125 workers. 

The employment in these plants has steadily decreased during the 
past couple of years due to unfavorable conditions created by low- 
priced imports. 

The employment in glassmaking plants of this section of industry 
also has declined during the last couple of years. The number of 
workers kept on the payroll may not have declined much, but the 
hours of employment, due to layoff periods, is considerably less in 
1952 than in 1951. Profits have been declining until now a large 
numberof companies are not operating on a break-even basis. A 
few plants are closed down. 

Many of these plants are in small towns in West Virginia, Pe a 
vania, and Ohio where this industry is largely located. The glass 
factory often is the sole support of the community. There are scat- 
tered plants of importance in some small towns in Indiana, New 
Jersey, New York, Oklahoma, and California. You will note that ~ 
geographical location of these plants follows closely the natural-s 
producing areas, since fuel is an important part of the cost in “the 
glass industry. 

Our industry is very much interested in the outcome of the con- 
gressional vote that will be recorded in reference to H. R. 4294. This 
vote will indicate to the members of our industry whether they must 
continue to share the American market with foreign manufacturers 
to the point that their own businesses must be operated on an un- 
profitable basis or else closed down completely. 

We feel that we have liberally shared the market with foreign 
manufacturers just as much as we possibly can, and in evidence we 
point to a case which is now pending in the United States Tariff Com 
mission to determine the extent of injury to the handblown-glass table, 
stem, and ornamental ware industry. The Tariff eeenaen find- 
ings in this case, if judged under the proposed changes in H. R. 
4294, would in our opinion be much fairer than were they m: wi under 
the existing act. 

Members of this organization believe that the Tariff Commission 
should be composed of seven qualified persons appointed by the Presi- 
dent and approved by the Senate. This odd number would minimize 
the chances of 3-to-3 ties which always are unfavorable to domestic 
manufacturers seeking relief. Section 14 of H. R. 4294 we heartily 
endorse and hope that your committee will recommend this section in 
the bill presented to the Congress. 

Under the present Trace Agreement Act of 1951, there has always 
been a question whether a group of manufacturers seeking relief but 
producing a collection of somewhat related products was an industry. 
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Since the present act ap yplies to “industry”, the members of the United 
States Tariff Commission in some instances apparently have had difli- 
culty in determining if an applicant seeking relief was an industry 
within the intent of the preeent act. 

H. R. 4294 clarifies that situation by making it clear that the test 
of injury to domestic manufacturers shall be whet! ler Imports coming 
to this country are causing “unemployment of or injury to American 
workers, miners, farmers, or producers, producing like or competitive 
articles, or impairment of the national security.” 

The adoption of this terminology so unmistakably stated in section 
’ of the proposed legislation will be most helpful, we believe, in ad- 
ministrating relief appeals. This would be particularly true in our 
industry because there is a wide variety of articles manufactured, 
entering into almost every industry. Without a definite yardstick 
unmistakably written into the law regarding this matter, there will 
always be some question as to whether a small segment of production 
can justly be labeled an industry. All of which will be overcome if 
more definite terminology is used in the act extending trade agree- 
ments for another year. 

Section 4 makes it mandatory on the President to follow recom- 
mendations made by the T ariff Commission with regard to peril 
points and also recommendations with regard to remedies for injury 
proven in escape-clause cases. The interrelation of Foreign trade 
and domestic industry is very complicated. This necessitates very 
detailed tariff schedules to regulate imports by proper safeguards to 
protect domestic producers. To study and properly adjust these 
matters is a task for experts who are fi miliar with these commodities 
and their many variations. These commodity experts now are in the 
employ of the Tariff Commission. They are continually seeking in- 
formation about foreign and domestic trade and production. All of 
these men report to the Tariff Commissioners as required. Their 
data and reports are reviewed and the Commission now advises the 
President. In our opinion this method provides for complete under- 
standing and fhorough analysis but after the Commissioners have 
spent their time to determine the facts, their recommendations should 
be final. It is for this reason that we support the mandatory provi- 
sions of the Simpson bill. 

Section 6 of the act clearly enumerates the several relief procedures 
that the Tariff Commission can recommend to alleviate proven hard- 
ship in cases that are brought to its attention. This industry is par- 
ticularly interested in quotas as they are the only relief this industry 
ean get from low-priced imports except a substantial increase in tariff. 
The reasons are evident. 

We pay our employees an average wage of $1.65 per hour. The 
latest information available about average wages in European coun- 
tries vary from about 25 cents per hour to not over 60 cents. It is 
very difficult to get up-to-date information about European wages 
but everyone agrees that they are very much less than paid in this 
country. Japanese wages are considerably legs than the low Euro- 
pean wages. All of our glass tariffs are ad valorem country of origin. 
A substantial portion of the glassware imported into this country 
is within the tariff classification that enters at 50 percent valuation 
country of origin. The 1930 tariff was 60 percent. 
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To return to the 1930 tariff of 60 percent would hardly be no- 
ticed in consumer selling price. On an article purchased by an im- 
porter abroad at 25 cents, a duty of 1214 cents would be paid under 


the present rate of 50 percent. At 60 percent he would pay 15 cents 

2 cents more in duty. This article would be sold by the importer 
to the United States retailer at not less than 50 cents landed under 
the present duty rates and for 55 cents if the tariff rate were increased 


from 00 to 60 percent. 

} he Same article made with higher cost American labor would sel] 
to the United States retailer for at least 75 cents. It can be readily 
een that the increase of 5 cents in the cost to the United States re- 
tailer for the import would enable him to sell it at a decidedly lower 
price than the same article produced by American labor. Again we 
state that a quota is the real help for this section of the 
industry. 

Section 6 (c) clearly establishes the Tariff Commission’s authority 

limit the quantity of the product that may be imported. This is 
one of the remedies needed to aid American producers and it cer 
tainly will help this section of the glassware industry. We therefore 
heartily endorse this feature of H. R. 1294. We also endorse reducing 
the reporting time for the Tariff Commission from 1 vear to 6 months. 

The President has asked Congress in a special message to extend the 
present act for 1 year, which will provide time for this nnn 
tion to study the entire foreign-trade situation. He states oy at a for- 
eign- trade policy can be dete rmined within that time whi ill be 
recommended to the C ongress. 

He points out the many complications in arriving at a decision on 
so aie reaching a subject. With this we agree. We certainly hope 
that some foreign-trade legislation can be recommended which will 
synchronize with the position this Nation occupies in international 
affairs but which will hot sacrifice many small industries in this coun 

vy, particularly those having a large percentage of hand labor that 
need a tariff which will equalize low wages paid abroad and the high 
wges paid in this country which are so necessary if our present stand- 
ards of living are to be maintained. 

In closing I desire to make it very clear to the members of the com 
mittee that the handmade tableware, stemware, and art glassware 
manufacturers and cutters and decorators do not in any way desire to 
eliminate imports of ware competitive with the products they make. 
\ll they see is a tariff to equalize the difference in low wages abroad 
with the high wages that are necessarily paid in 7 country. 

If fore ion elassware manufacturers can offer better des on) and 
service, in selling their products in the United States aia es are 
certainly entitled to whatever portion they can secure. That is the 
American way. 

However, when their success in this market is due entire ly to low 
wages, an element of our cost which we cannot control and against 
which we have no defense, we believe that a tariff should “i main- 
tained to equalize this wage differential, or a quota (either quantity 
or a dollar) be established which will allow American workers and 
management to sell with fair profit in the domestic market. 

Mr. Chairman, we appreciate this opportunity. 

The Cuarrman. We thank you very much, sir. And I just want 
to emphasize what you have said, with which I agree heartily. 
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You spoke about these glassworkers and decorators and cutters, 
and the Debts generally is located in small communities scattered 
over quite a number of States, is it not ? 

Mr. Dauzett. That is right. 

The CHarrman. And the important thing in each of those com- 
munities where they are located is the payroll, is it not 

Mr. Dauzeiu. That is right. 

The Carman. In repeating what I have said before, it is the pay- 
roll that supports everything—the schools, the church, the Red Cross, 
the Community Chest, everything; is that not right ? 

Mr. Dauzevy. That is right. 

The Cuatrman. A business concern expects to make profits, and that 
is all right, but it is the payroll that these communities depend on. 
These men that you are speaking of in this business, I suppose, own 
their homes and take a part in the activities of the community. In 
other words, they are good American citizens. 

Mr. Darzei. And they are highly skilled workmen, too. 

The Cyaan. And if they are put out of business, is it easy for 
them to pull up stakes and go somewhere else and get into something 
else ? 

Mr. Dauzexu. It is most difficult for that class of people. 

The Cuarrman. They could not do it at all, could they ? 

Mr. Darze.u. No, sir. 

The Cuarrman. They are just like everybody else. They have an 
interest in their children, and they would like to see them go to school 
and college and become something besides, maybe, glasscutters, and if 
they are pulled up by the roots, they just wreck the whole plan of the 
community. Is that not right? 

Mr. Dauzeti. That is right. 

The Cnarrmman. And that is where the danger comes in these com- 
munities. We transfer those payrolls abroad, and they get the benefit 
of them over in foreign communities. You hear a lot of talk. They 

say as flippantly as can be, “Just let them go into something else.” 
It maybe sounds all right to some people, but they certainly are not 
thinking the thing through. 

I thank you for your statement. 

Are there some questions you would like to ask, Mr. Simpson? 

Mr. Simpson. Mr. Dalzell, in what towns are some of these plants 
located, in West Virginia? 

Mr. Dauzett. They are located at Bellaire, Ohio; Newark, Ohio; 
Cambridge, Ohio; and in West Virginia, in New Martinsville, in 
Morgantown near Charleston, Dunbar, and Milton. 

Mr. Srwupson. It is quite an important part of the economy of those 
communities, is it not, and quite important to them that this industry 
be continued ¢ 

Mr. Dauzeti. They are mostly small communities. In fact, all of 
them are. And that is really the lifeblood of the community. 

Mr. Srarrson. The towns would become ghost towns if the industry 
were eliminated, possibly. 

Mr. Dauzevy. That is the problem that we have. Because they are 
all good citizens and have good incomes at the present time. 

Mr. Srrpson. Now, maybe yours, I regret saying, is one of those 
industries that the negotiating boys in the State Department in years 
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past have tried to eliminate. I conclude that, at any rate. For if I 
understand correctly, you, in your request for relief, have never been 
given relief, have you? 

Mr. Daze... Not yet. 

Mr. Stupson. Not yet. Well, I certainly hope you get it in the near 
future. 

Now, on the quality concept, you are willing to meet the foreign 
producer without question; are you not? 

Mr. Dauzeti. Yes, we can meet certainly the quality. 

Mr. Sumpson. You can meet them on quality, but you cannot meet 
them with a 60-cent per hour wage when you have to pay $1.60. 

Mr. Dauzet.. Yes; 65 to 70 percent of our production costs are in 
labor, and it is quite a problem to offset that with the cheap European 
labor. 

Mr. Stmpson. It surely is. So that what the Congress has to de- 
cide, as I interpret your statement, is, No. 1, do we want to continue 
this industry in the United States, and, No. 2, do we want to keep those 
towns to which you have referred from becoming ghost towns, and No. 
3, do we want to cause those people to shift to some other area where 
they would not be able to be comfortable or do the new work they 
might have to learn ¢ 

The fact that it is a small industry does not lessen its importance 
to me in connection with the equity of the rights of an American citi- 
zen. I think that the American citizens have rights whether they are 
engaged in a very large industry or whether it is a small one, and I 
am just as interested in protecting these people in the kind of work 
they want to do as you are. 

And I hope that my bill becomes law, and that under its admin- 
istration there is relief given to your industry. 

Thank you. 

Mr. Dauzeti. I appreciate that. 

The Cuatrman. If there are no other questions, we thank you for 
your very fine statement and all the information you have given to 
the committee. 

Mr. Dauzevt. Thank you. 

The Cuairnman. The next witness is Mr. La Monte Graw, executive 
vice president of the Florida Fruit & Vegetable Association of 
Orlando. 

Will you just give your name and capacity in which you appear? 


STATEMENT OF LA MONTE GRAW, EXECUTIVE VICE PRESIDENT, 
FLORIDA FRUIT & VEGETABLE ASSOCIATION, ORLANDO, FLA. 


Mr. Graw. My name is La Monte Graw. I am executive vice presi- 
dent of the Florida Fruit and Vegetable Association, and I am here 
speaking on behalf of the Florida vegetable industry. 

The Cuamman. Do you have a prepared statement ? 

Mr. Graw. I was just going to remark, sir, if I may, that my pre- 
pared statement is rather lengthy, and I can give it to you for the 
record, but I thought I could save your time by highlighting it. 

The CuarMan. Without objection, the statement will be inserted 
in the record. 
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(The statement referred to is as follows:) 





FLORIDA Fruit & VEGETABLE ASSOCIATION, 
Orlando, Fla., April 17, 1953. 
MEMBERS OF THE HOUSE WAYS AND MEANS COMMITTEE, 
House Office Building, Washington, D. C. 

GENTLEMEN : The attached brief which is being offered to the Ways and Means 
Committee at this hearing on H. R. 4294, relating to extension of the Trade Agree 
ments Act, outlines the experiences of the Florida Fruit & Vegetable Association 
and of competitive vegetable producers in Mexico and Cuba. 

To date our efforts to obtain relief, through an orderly program (under 
sec. S (a)) of the existing act, have been fruitless. 

The undersigned will present a brief oral statement at the hearing and will be 
available for questioning on the brief. 

Your support of H. R. 4294 on its merits is respectfully solicited. 

LA Monve Graw, Herecutive Vice President. 





The Florida Fruit & Vegetable Association is a nonprofit agricultural coopera 
tive, organized under the laws of Florida for the purpose of representing the 
vegetable growers and shippers in the State. !ts members grow and ship a 
majority of the fresh produce marketed from Florida. 

This association, on behalf of its members, is actively supporting the en 
actment of H. R. 4294, as a means of preventing the future destruction of the 
fresh vegetable industry in the State. So long as a high-level economy has 
prevailed, these growers have suffered only periodically from the inroads of 
competitive products, grown and processed with labor costing (in Mexico, for 
exumple) as little as 55 cents United States per day. During the present season 
out growers have experienced market gluts and low prices which clearly indi- 
cate that the war boom is over. All farm prices have dropped; and fresh vege 
tables seem to be leading the toboggan. 

It is the firm opinion of this association and its members that the production 
of fresh vegetables in Florida in the late fall, winter, and early spring months 
will become unprofitable in future years, unless positive steps are taken to assure 
that the domestic industry does not suffer unduly from the unfair competitive 
situation created by the availability of low-cost labor in the adjacent countries 
of Mexico and Cuba. And—it may be noted—the producers in Cuba and Mexico 
have the same fear, and have joined with our association in past efforts to ob 
tain remedial action 

After briefly outlining the problem and the suggested remedy, we will recount 
the steps taken in our many efforts to solve this problem—all to no avail to date, 
because of opposition and objections offered by the Department of State. 


The proble i 


For many years the increasing production of tomatoes in Mexico, Florida, and 
Cuba (for the fresh market) has been a source of concern to producers in each 
of these countries. Farmers may plant a given acreage, to mature at a given 
time, but nature often alters the schedule materially, resulting in large volumes 
being offered for sale during short periods of time, with a resultant sharp drop 
in prices which causes serious financial! loss of producers. 

Kor many years, Florida producers sought higher tariff rates as a means of 
curbing these imports. However, it was found that the present duty rate—or 
any rate that our Government is likely to impose on fresh tomatoes—would be 
inadequate to prevent these periodic gluts. Orderly marketing is impossible 
under these conditions, so the Florida Fruit & Vegetable Association suggested 
to authorized grower groups in Cuba and Mexico that a plan be worked out for 
stabilizing tomato marketings through import quotas—in the case of Mexico and 
Cuba—and a Federal marketing agreement—in the case of Florida. 

The plan 

The plan presented is threefold: 

1. Import quotas to be imposed on shipments from Cuba and Mexico, not for 
the primary purpose of limiting total volume (the initial quotas recommended 
would equal the 10-year average) but for the purpose of spreading imports over 
a greater period of time, and limiting the quantity that might cross the border 
each day or week. Experience has shown that when the proposed quotas are 
exceeded, the United States markets are oversupplied, and grower prices drop 
to below the cost level, with no resulting benefit to the consumer. 
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2. A marketing agreement, to be adopted by Florida tomato growers, regu 
lating grade and size, as a means of leveling off Shipments from Florida, and 
restricting the movement to the better grades and sizes during periods of exces 
sive production. 

3. Reduction of the duty on tomatoes imported under quota, to the lowest per 
mitted by law Parenthetically, Florida growers would offer no objection to 
entire elimination of the duty—if legal—if and when the quota is imposed. 


What has been done 


It might be assumed by the layman that a program under which the domestic 
producers voluntarily offer to restrict themselves, and which has been actively 
supported in hearings before the Committee for Reciprocity Information and 
the Department of State by domestic and foreign producers alike; and for which 
special provision was made in Public Law 50, 82d Congress, under which the 
Trade Agreements Act was last extended, would be welcomed by the officials 
responsible for execution of our foreign-trade policy. Such has not been the case 

While the type and manner of opposition given by State officials varied with 
the seasons, their public statements, made on several occasions in the presence 
of Members of the Congress, were based on (1) alleged lack of legislative author 
ity to impose quotas; on (2) alleged doubt as to the responsibility of State for the 
welfare of the domestic producer; on (3) alleged fears that any action helpful 
to domestic industries might be interpreted as unfriendly by other nations; and 
on (4) alleged uncertainty as to what method should be followed, if the imposi 
tion of quotas or other restrictions was found necessary or desirable. 

A brief outline of the steps taken to date—resulting in a total score of zero 
should convince any unbiased person that remedial action must be taken by this 
Congress, and that such action should not be delayed another year, otherwise the 
domestic vegetable industry may well face another disastrous season. 

Please bear in mind the change in viewpoint that has occurred among Florida 
producers. For years they advocated a high protective tariff. Later they asked 
for a tariff that would equalize costs. When this provision in the Tariff Act of 
1930 was nullified by the original Trade Agreements Act, they suffered greatly 
and only the beginning of World War II, with its automatie reduction of imports 
and extremely high demand for fresh products, restored the industry to a pros 
perous condition, 

During the postwar years Mexico has provided irrigation for at least a million 
acres of land that could be used to produce any vegetable now grown commer- 
cially in Florida. The combined vegetable acreage of Florida, Cuba, and Mexico 
can—and periodically does—produce far more than the American market can 
absorb. 

The threat to the industry created by the opening of these new lands, permitting 
speculators to finance large acreages that may never harvest (at small loss to 
themselves) is a most serious one. The markets could be oversupplied for an 
entire season, bankrupting many producers in each of these countries without 
any corresponding benefit to the consuming public. In other words, everyone, 
including the United States Treasury, loses when the market for tomatoes and 
other fresh commodities is oversupplied during the fall, winter, and spring 
months, 

It might be assumed that the United States Department of State, where the 
legal responsibility rests for implementing foreign-trade policy, would lend its 
aid to any program for adjusting foreign trade that would have a beneficial effect 
on both the foreign and domestic industries, and which had the active support of 
both. Such has not been the case. 

Time will not permit outlining the efforts of the Florida vegetable industry to 
obtain relief during the years prior to World War II when the domestic producers 
were being gradually frozen out of the American market by Mexican and Cuban 
importers and producers who could consistently underbid the Florida grower and 
shipper. We will begin our story at the termination of World War II, and re- 
count the many efforts made to develop a formula under which the foreign and 
domestic producers of fresh vegetables could legally adjust their marketings to 
the demands of the American consuming public. 

In January 1947 this association testified before the Committee for Reciprocity 
Information. At that time we were still adhering to the policy of asking restora- 
tion of the rates imposed by the Tariff Act of 1930. 

Result: No action. 

In 1948 this association opposed renewal of the Trade Agreements Act before 
the Ways and Means Committee, pointing out that— 
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1. The living standards in competitive nations had not improved; that citi- 
zens of foreign lands were not benefiting from the so-called good-neighbor 
policy ; that actually only a few entrepreneurs were profiting therefrom ; 

2. The United States has not gained friends in these nations, because the 
masses were aware of the fact they were being exploited by importers; this 
defeats the political objective of the trade-agreements program ; 

3. American capital, equipment, and know-how could be used in other na- 
tions to exploit labor in order to produce or manufacture items for market in 
the United States at prices with which the domestic producer could not com- 
pete unless he could reduce wages, a condition he recognized as undesirable. 
The question was then asked: “What products, either raw or manufactured, 
are produced in the United States, which could not be produced far more 
cheaply in foreign nations with living standards lower than our own * * * 
how long could our domestic economy survive (with this type of 
competition ) ?” 

Result: Zero. The Trade Agreements Act was renewed without modification. 

A series of conferences with the Department of State ensued during the next 
2 years. 

At one of these conferences, representatives of this association were told that 
our problem was recognized; that State was sympathetic; but that any step 
toward restoring the former higher tariff rates would be contrary to United States 
foreign policy, and would be objectionable to friendly foreign nations. We were 
told that quotas could not be imposed on imports of fresh vegetables, because this 
country was seeking reduction or removal of all tariffs and trade restrictions. 

On the advice of Members of the Congress and others, this association revised 
its basic position. Instead of seeking higher tariff rates, emphasis was placed on 
development of a cooperative plan for adjusting imports on which both domestic 
and foreign industries could agree. 

In May of 1950 representatives of our association met in Nogales, Ariz., with 
the group representing the importers of approximately 80 percent of Mexican 
tomatoes and peppers. An agreement was reached under which each group was 
to urge upon its own government adoption of a plan whereby quotas would be 
imposed on imports of perishables on a daily or weekly basis. 

This plan was presented to our Department of State by the Florida and Cuban 
growers and Mexican importer groups, jointly with members of the Florida 
delegation. We were then told that the Mexican trade agreement was to be 
abrogated on the following December 31. We have told the State officials we 
had no contact in Cuba; they “regretted” that fact made it impossible for them to 
act 

Subsequently, the plan was explained to the members of the “Association de 
Cosecheros-Exportadores de Frutas y Vegetales de Cuba (Association of Fruit 
and Vegetable Growers and Exporters of Cuba). That group, representing 100 
percent of the Cuban growers and shippers gave formal support to the program. 

In September 1950 we again appeared before the Committee for Reciprocity 
Information. This time, Cuban growers, Mexican importers, and Florida grow- 
ers supported the same program. It was understood that the adoption of the 
proposed quota plan would be recommended to the Torquay Conference, together 
with the recommendation that the duty rate on vegetables imported under the 
quota be reduced to the lowest permitted by law. 

For months we waited, hoping for action. We have never been able to learn 
officially what occurred at Torquay, but we do know the results: Zero. 

March 1951 the Senate Finance Committee held hearings on H. R. 1612, extend- 
ing the Trade Agreements Act. This association's witness testified on behalf of 
ourselves and the Cuban group, formally requesting that the act be amended to 
cive recognition to the special problems facing the producers of perishable com- 
modities. An amendment accomplishing this purpose—known as the Holland 
amendment—was presented for consideration. 

A Denartment of State spokesman advised members of the Senate Finance 
Committee that the Holland amendment was not acceptable, but that another 
amendment subsequently adopted as section 8 (a) of Public Law 90, 82d Congress, 
would permit accomplishment of the objectives of the vegetable growers, 

The responsibility for developing the procedure under which section 8 (a) 
would be implemented, and for administering the program, was vested in the 
Secretary of Agriculture, 

In August 1951, this association, together with members of the Florida delega- 
tion, met with Secretary of Agriculture Charles F. Brannan and were given 
assurance of his full approval and suppport, and that he would outline to the 
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Department of State the manner in which the Department of Agriculture thought 
such a program should be administered. We are advised that this initial step 
was taken. ; 

During 1951 the Florida grower group made contact with the organizations 
representing the Mexican producers of vegetables. The proposal was explained 
to their representatives. 

In September 1951, the Mexican grower, Cuban grower, and Florida grower 
groups met in Mexico City. An agreement was executed under which ea h of the 
groups were to recommend to their respective governments the quota-tariff 
reduction plan previously outlined. 

Subsequent conferences with the Department of State brought forth the con 
tinued reluctunce to approve any quota plan even though supported DY L100 
percent of the Florida grower group, 100 percent of the Cuban grower group, and 
85 to 90 percent of the Mexican producers, 

However, it was agreed that the vegetable producer groups would again he 
given an opportunity to present their case to the Committee for Reciprocity 
Information. 

This hearing was held on May 27, 1952. Again the grower groups of Florida, 
Cuba, and Mexico gave their full support to the quota-tariff program, In addi 
tion, the Florida industry indicated willingness to impose a marketing agreement 
upon itself if the program was approved. 

Attention was called to the fact that the Senate Finance Committee had docu 
mented the case for special treatment for perishable vegetables in hearing re 
port No. 220, it being clearly stated that “The planting, or offering for sale, or 
shipment of large quantities of perishable products within or without the country 
may create conditions which would require emergency action. Upon reconi 
mendation of the Secretary of Agriculture, the President would be entitled to 
take steps which might prevent the spoilage of large quantities of perishables 
or alleviate international problems resulting from foreign as well as domestic 
surpluses.” 

Senator Holland directed to Senutor George, chairman of the Senate Finance 
Committee, a series of questions, the answers to which concisely outlined the in 
tent of the Congress as to the desired objectives, and the probable method of ac- 
complishment. The House later adopted the conference report on H. R. 1612 
without disturbing this section as it related to perishables. 

Here is a clear-cut case in which the domestic industry had documented its case ; 
the Congress had recommended remedial action and had provided machinery 
therefore ; the Secretary of Agriculture had carried out his initial responsibility 
of endorsing the idea and recommending the procedure to be followed; and, both 
the foreign and domestic producer groups had urged CRI to approve the program 
Certainly there was every reason to believe that such a plan would be approved 
and quickly. 

Almost a year has elapsed since the hearings. Not one word has been heard 
from the Committee for Reciprocity Information. Conferences with Department 
of State officials under the former administration brought evasive answers 
but at the same time developed discussion which has convinced this association 
that the program bogged down because the Department of State was continuing 
to oppose any quota program, despite the wishes of the Congress, and of the 
affected groups. Objections were offered by State as to why the program could 
not be put into effect—but the valid answers to these objections were apparently 
given no consideration: Informed authorities believe that any one of the ob- 
jections could be properly met, and a sound program put into effect—if the 
Department gave its approval. 

Thus the results to date are: Zero 

The 195: ason has brought the very conditions we have predicted would 
occur as soon as war-inspired production exceeded war-inspired consumptior 
Both foreign and domestic growers have suffered. 

No doubt the attention of your committee will be brought to the fact thi4 
approval of the plan has been withdrawn by the Mexican importer group is 
Nogales, and by the largest Mexican grower association. The importer group 
originally joint sponsor of the plan, suddenly discovered that its adoption mig) 
well result in the growers themselves forming an organization which would marke 
the Mexican tomatoes cooperatively, bypassing the Nogales importers. Pressure 
was brought to bear on Mexican producers who are financed in part by the im 
porters. Publicly, some of the Mexican grower groups have withdrawn support 
In spirit, those who know inform us that the plan would be approved in a secret 
ballot by the Mexican growers 
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The Cuban Association continues to actively support the program, and the 
Cuban Government has indicated informally its approval, and willingness to carry 
out its part of a quota-tariff program on fresh vegetables. 

It is the considered opinion of the members of the Florida Fruit and Vegetable 
Association that the enactment of H. R. 4294 at this time is essential, since we 
have not been able to obtain any remedy under existing laws. 

It is our firm belief that the conditions facing the producers of fresh vegetables 
in the areas with important foreign competition can be cured only through the 
adoption of equitable quotas which would remove or alleviate the dangers of 
market gluts and erratic shipments, the basic causes of low prices to both foreign 
und domestic producers. 

It is our belief that the consuming public would benefit from such a program ; 
consumer prices for perishable vegetables are not determined by the price re- 
ceived by the grower, but by the quantity and quality available in the local market. 
A more orderly flow to market would result in more stable prices; distributors 
and retailers would sustain fewer losses which are ultimately charged back to the 
growers ; supplies would be more equitably distributed over the Nation, resulting 
in greater availability of fresh health foods during the months when northern 
domestic areas are not in production; and the economy of the States and the 
Nation would be improved. Only a few speculating importers would suffer loss. 

This association gives its fujl support to the program and representations of 
the Nationwide Committee of Industry, Agriculture and Labor on Import- 
Export Policy. As does that committee, we recognize the necessity for stimu- 
lating foreign trade, but cannot see the equity—or the benefit to the national 
economy—of a policy that would sacrifice important parts of the domestic 
industry in order to create markets for producers of mass-produced commodi- 
ties. Per unit of production, these specialized domestic industries that could 
be ruined by unrestricted imports employ more labor than do the industries 
which manufacture products that lend themselves to mass-production. No 
machine has been evolved that can selectively harvest tomatoes and most of our 
other fresh vegetables. 

Early enactment of H. R. 4294 would enable us to resume efforts to bring about 
orderly marketing of fresh vegetables from Florida, Mexico, and Cuba. 

The statements contained in this brief and the support of H. R. 4294 are 
endorsed by the 13,000 farm families who belong to the Florida Farm Bureau. 


Mr. Graw. In brief, sir, the Florida vegetable industry has suffered 
severe foreign competition for a number of years, principally from 
Mexico and Cuba. The segment of the industry that is vitally affected 
at. present produces around $40 to $50 million worth of products per 
annum and employes some 20,000 to 30,000 people. Obviously, that 
means that probably 100.000 citizens of Florida are affected by it. 

During the years immediately prior to World War IT, and after the 
enactment of the Trade Agreements Act and the reduction of the 
duty rate, the competition from Mexico, principally on tomatoes, 
cucumbers, and peppers, became so severe that many farmers in 
Florida were being forced out of business. But the war came along, 
and, because Cuba was unable to export to us, and because shipping 
facilities from Mexico were limited, and because consumer purchasing 
power was high, we were able, for a period of years, to successfully 
market a good share of our crops. 

But we recognized that that condition could not continue forever. 

In the early days, we used to contend for a high protective tariff. 
We later asked for an equalizing tariff. But we were forced to the 
realization by circumstances that no tariff rate could be high enough 
to restrain those who finance production in Mexico. They have a 
situation there similar to what these other gentlemen have testified 
to on their commodities. Their production rates are very low. Their 
wage rates are low. We pay from one and a half to two times as 
much per hour as they pay per day. 
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The prevailing wage in the Mexican tomato area now is equivalent 
to 55 cents a day, and I can assure you that their labor is just as 
eflicient as ours. 

At the last session of Congress, when the Trade Agreements Act 
was last renewed, our peculiar situation was recognized by the insertion 
of section 8 (a). That, you will recall, was placed in ‘the act in the 
menate. It was rec ‘ognized that in the case of per ishable commodities 
it was necessary to take emergency treatment—that was the phraseol- 
ogy that was used in the law—and to actually anticipate the condi- 
tions that might exist, and to set up a system of quotas that would 
permit imports to flow into this country from Mexico and Cuba at the 
highe ‘st possible level, but without disrupting our own economy. 

I might say—as you will find if you are looking over my statement— 
that. we anges “s extended negotiations with grower groups in 
Mexico and in C and we pointed out to them that they were suffer- 
ing just as mue h core the prevailing conditions as we. 

The Cuatrman. Mr. Simpson, do you wish to ask any questions? 

Mr. SIMPSON, I only wish to repeat the statement you made—that 
in your opinion the prov ision in our bill before us which ame ands and 
continues section 8 is the relief which you need, because of the nature 
of your product; the fact that it is one of those foods which deterio- 

ates rapidly, and relief must ae k. 

Mr. ( maAw. That is correct, 

Mr. Srvpson. If it is to be effec ‘tive. 

Mr. GRaw. May I just briefly for the record read a portion of the 
report of the Committee on Finance of the Senate, which was Report 
No. 299 to accompany H. R.1612/ It says: 


Ld 


Recognizing that in the case of perishable agricultural commodities, emergency 
action under section 22, the Agricultural Adjustment Act, or under the escape 
provisions of the bill, may be necessary to prevent loss or material interference 
with orderly marketing, a provision for such emergency ac 


tion has been included 
in the bill 


The next paragraph makes this statement: 

The planting or offering for sale or shipment of large quantities of perishable 
products within and without the country may create conditions which would 
require emergency action. Upon recommendation of the Secretary of Agricul 
ture, the President would be entitled to take stepsewhich might prevent the 
spoilage of large quantities of perishables or alleviate international problems 
resulting from foreign as well as domestic surpluses, 

Mr. Srmrson. I understand. I am happy to know that that situa- 
tion, if it becomes law as written, would probably prove beneficial to 
your industry. 

Mr. Graw. We feel so, sir. Yes, sir. 

Mr. Srmpson. That is all, Mr. Chairman. 

The CuarrMan. I want to thank you again, sir. 

The committee will now stand adjourned until 10 o’clock tomorrow 
morning. 


(Whereupon, at 3:55 p. m., the eae was adjourned, to recon- 
vene at 10 a.m. Wednesday, April 29, 1953.) 
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WEDNESDAY, APRIL 29, 1953 


Houser or REPRESENTATIVES, 
CoMMITTEE ON WaYs AND MEANS, 
Washington, D. C. 

The committee met at 10 a. m., pursuant to recess, in room 1102, 
House Office Building, Hon. Thomas A. Jenkins presiding. 

Mr. Jenkins. The committee will come to order. 

The committee is ready to begin the third day of public hearings on 
H. R. 4294. We will continue to hear from the independent pro- 
ponents of the bill. The first witness today is Mr. J. M. Jones, execu- 
tive secretary of the National Wool Growers Association of Salt 


Lake City. 


STATEMENT OF J. M. JONES, EXECUTIVE SECRETARY, NATIONAL 
WOOL GROWERS ASSOCIATION, AND SECRETARY, ALLIED WOOL 
INDUSTRY COMMITTEE, SALT LAKE CITY, UTAH 


Mr. Jones. Thank you, Mr. Chairman. 

Mr. Chairman and members of the committee, my name is J. M 
Jones. I am the secretary of the National Wool Growers Association 
and also of the Allied Wool Industry Committee. 

The wool growers, together with other interested segments of the 
wool industry, appreciate the opportunity to present their position 
relative to the extension of the Trade Agreements Act, as proposed in 
H. R. 4294. 

The National Wool Growers Association is a voluntary and un- 
incorporated organization of wool growers formed to protect the 
interests of the sheep industry and attempts to speak for the large 
majority of the four- Sesuleniy thousand-odd wool and mohair growers 
of this county. 

The Allied Wool Industry Committee is an emergency organization 
composed of growers, grower cooperatives, western wool handlers, 
Texas wool warehousemen, and the domestic segment of the Boston 
wool trade, formed for the direct purpose of attempting to protect 
the domestic wool grower against unreasonable and unfair import 
competition to which the domestic industry has been subjected for 
many years. 

The impact of imports into the United States of shorn wool has 
been multiplying so rapidly that a continuation of the practices, made 
possible by the present Trade Agreements Act, is threatening to wipe 
out the sheep industry of the United States as an important agri- 
cultural and livestock industry. 

195 
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In less than 20 months, the growers and handlers of domestic wool 
and lamb have seen their business plunge into an economic situation 
which now makes it unprofitable from a private enterprise st: and point. 

It is our belief that only action by this session of Congress can pre- 
vent bankruptcy for the industry through changes in the import policy 
of the Nation to provide a reasonable protection for the woolgrowers, 
their workers, and the allied industries with their workers. 

There is no question about the immediate emergency need for action 
if we are to save our industry. In the past 20 months, wool prices 
have dropped 51 percent. In that same period lamb prices dropped 38 
percent. = show the dependence of one segment of our industry upon 
the other, that drop in the pr ice of lamb includes a drop 1 in the price 
of ki ane pelts from a high of $12.86 to $2.85, a 75 percent dec line. Be- 
cause of wool imports forcing a decline in domestic wool prices, the 
sheep growers of the United States have seen their lamb prices drop 
$10 a head, or approximately the equivalent of 10 cents per pound 
liveweight. 

The 51-percent drop in wool prices is not a figure based upon the 
highest point of the market in the past few years but simply a per- 
centage of what has happened to this industry in the past 20 months. 
Producers and handlers of wool and lamb are in the middle of a de- 
pression, and nobody knows it except them and their bankers. 

Evidence from the key lending institutions in the livestock industry 
shows that approximately 90 percent of the producers have now 
been forced to borrow their operating capital and their position of 
solvency is so reduced that most of the growers are already mortgaging 
land and other capital investment in order to maintain their opera- 
tions. And as a result growers are selling their breeding ewes and 
ewe lambs to slaughter in ever-increasing numbers. 

Thus, one of America’s basic industries finds itself depression-ridden 
in the midst of a national economy for the rest of the Nation which 
has climbed 9 percent in the same period from an index of 229.5 to 
approximately 250, near its alltime high. That makes it self-evident 
that the decline of price to producers has not been accompanied by 
any decline in the cost of production. Under continuation of import 
competition for even 1 more year in the volume and at the prices which 
have prevailed under the present Trade Agreements Act, there would 
be no chance for a price improvement in time to save a further seri- 
ous decline in production and further losses to the producers and han- 
dlers of the industry in the United States. 

There are other provisions in the Tariff Act which would have given 
the industry some temporary relief, but these, like the relief provisions 
of the Trade Agreements Act, were not made mandatory by the Con- 
gress, were not enforced, and in actuality provided absolutely no pro- 
tection for the woolgrowers. 

Approxicately 100 million pounds of domestic wool shorn in 1951 
is still in the hands of private individuals, growers, grower coopera- 
tives, and wool handlers. The Department of Agriculture estimates 
that it will foreclose on about 125 million pounds of the 1952 wool 
clip tomorrow. This means that nearly one-half of the Nation’s pro- 
duction of wool in 1952 will become a Government surplus stockpile 
because it could not find a market at the 90-percent parity support 
level. There is an unknown quantity of the 1952 wool clip still in the 
hands of the growers and handlers. We are shearing the 1953 clip 
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throughout the United States. There is no market available for the 
1953 clip at anywhere near the cost of production or even at the sup- 
port level, and it will, in all probability, go largely into the Govern- 
ment loan program. 

Considering the fact that the United States consumed 700 million 
pounds of grease apparel wool in 1952, while domestic growers pro- 
duced only 232,373,000 pounds, it is evident that foreign produced 
— imported into the United States, under our cost of production, 

sated the price decline on domestic wools which forced Ame we in 
growers into a support program and has made the domestic-wool i 
dustry an unprofitable business. The American market was com- 
pletely demoralized by export actions of foreign governments and 
foreign producers, and even currency manipulation was used to cir- 
cumvent even the lowered tariff negotiated under the Trade Agree- 
ments Act. 

Under the trade agreements with wool-producing countries, the for- 
eign growers whose cost of production is low are able to transport their 
wool halfway around the world, pay this lower tariff and still under 
sell our cost of production. Some of these imported wools are sub- 
sidized by their own governments, and that gives them an even greater 
advantage in underselling the nonsubsidized woolgrowers in this 
country. 

[ have attached to this statement a cost comparison on figures com 
piled | ry the whe ‘an of Agriculture and Economics on cost of sh ep 
operations in the Intermountain States and on official figures from 
the Australian Commissioner of Agriculture. This chart shows that 
for cash outlay, per head per year on hired labor, shearing, taxes, and 
other costs, that. in the United States the cash outlay is $8.45 per ani- 
mal, and in Australia it is $1.91. I think it well to point out there 
that we could use lower figures than those of A‘iatvabia because where 
it. costs 40 cents a head in the United States to shear a she ep, it costs 
12 cents in Australia, but it only costs 6 cents in Argentina. 

{ would like to point out here, too, that the American woolgrow ing 
industry is the most. efficient woolgrowing industry in the world. 
Arguments that we can economize through increased efficiency to 
make up for the difference caused by the cost of labor under our Ameri- 
can standard of living, are completely fallacious in the livestock in- 
dustry. It does not matter how much you try to increase the efficiency 
of your operation you cannot shorten the gestation period of a ewe 

and it still con a vear to grow a fleece of wool and the ewe still e 
feed every da 

To akon show what we believe to be unfair competition: with 
foreign wool imported into the U nited States, rail rates on such im 
ported wool from Pacific coast ports to Boston, for 40,000 Sound 
weights and up, is $1.69 per 100 pounds. American-produced wool 
shipped from that same west coast point to Boston costs the American 
grower and handler $2.47 per 100 pounds. 

To give two examples of subsidized wool coming into the United 
States and breaking the domestic market, both Argentina and Uruguay 
use this device. In Argentina the exchange rate was five pesos for 
- American dollar. Under controlled currency and m: inipulati ion, 

pesos was allowed for each American dollar if used in the pur- 
at of Argentine wool and wool tops. Wool tops is raw wool that 
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has been sorted, scoured and washed, carded and then combed, ready 
for spinning into yarn. In Uruguay, where the peso on the official 
rate was 1.519 per American dollar, the rate was set at 2.35 pesos for 
an American dollar if used in the purchase of Uruguayan wool tops. 

Since 1949 wool top imports into the United States have climbed 
from 1.1 percent of domestic production to 11.8 percent of domestic 
production. Uruguay’s exports of wool tops to the United States in 
1952 were 5,647 percent greater than they were in 1949 and total wool 
top importations into the United States in 1952 were 1,027 percent 
greater than in 1949. At times, because of the subsidy, Uruguayan 
wool tops, even after the payment of the present duty, have undersold 
United States produced tops by as much as 30 cents per pound. The 
current differential is about 20 cents per pound. 

Thus, not only did the American producer lose his market to foreign 
subsidized imports, but American workers, who in 1949 prepared 99 
percent of the tops, lost 12 percent of their production to cheap foreign 
labor competition. 

The National Association of Wool Manufacturers on April 13, 1953, 
issued a newsletter stating that 8 million man-hours of labor by United 
States textile workers would have been needed to produce the wool 
fabrics imported into the United States in 1952. Wool cloth imports 
reached a 30-year high of 24 million square yards last year. The news 
release quotes the average wage rate of American workers producing 
this cloth at from $1.55 to $1.65 an hour, while the wage rate for the 
same work in Great Britain, the principal competitor of the United 
States textile mills, averages approximately $0.40 an hour. 

The American woolgrower is vitally interested in the welfare of the 
American textile industry because the domestic manufacturer is the 
domestic grower’s only customer and this is further displacement of 
the American woolgrower’s market. 

In 1940, just before Pearl Harbor, importation of foreign wooi 
amounted to 88 percent of domestic production and a strong American 
industry was ready to produce needed apparel wool for the Armed 
Forces. Now, 12 years later, after the lowering of tariffs under the 
trade agreements which compounded the damaging effect of other 
economic factors, foreign wool imports in 1952 amounted to 72 percent 
of the domestic consumption of the United States. 

The next chart attached to this statement shows that the 1935-39 
average of wool imports amounted to 20 percent of domestic consump- 
tion aml it further shows how, in the last 6 years, the import quanti- 
ties and percentages have climbed to the present figure of almost 
three-fourths of American use of wool. 

These import competition conditions have simultaneously accounted 
for a decline in sheep population in the United States in those same 
years from 46,300,000 in 1940 to 28,172,000 in 1952. The comparison 
of the chart on imports and the chart on shorn wool production and 
number of sheep shorn is evidence of the impact of the import com- 
petition. 

While all wool production was declining, wool consumption was 
increasing in the United States. The next chart shows that wool con- 
sumption in the United States between the 1934-38 period to the 
1946-52 period was increasing 54 percent per capita, while world 
consumption of wool was declining 6 percent per capita. 
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Attempts of the American producers to solve their other problems 
of production have been to no avail in the face of this importation of 
foreign wool at prices below American costs of production, resulting 
in 41 percent of the wool- and lamb-producing ewes on the sheep 
ranches of the United States being sent to the slaughterhouse, this in 
the face of warnings from Government that even the national welfare 
is involved in the decline of the production of wool in the United 
States. The 1950-51 Yearbook of the United States Department of 
Agriculture says on page 489: 

We want to keep our wool industry vigorous because wool is essential to our 
national health and security; the Armed Forces consider wool a strategic and 
essential material. Domestic wool production, even in peacetime, has never beeu 
equal to consumption. Normally we produce only from one-fourth to one-third 
of our total requirements. To meet any emergency we should produce at least 
two-thirds of our normal requirements of apparel wool. 

The United States Senate Joint Committee on the Economic Report 
says in Senate Document 100 of the 2d session of the 82d Congress on 
page 1: 

Our domestic wool clip “is averaging only about half” the rate of production 
required for military use during World War II and “the foreign wool which we 
are using today to supplement our domestic production requires shipping over 
sea lanes of minimum distances of 5,000 to 8,000 miles. To depend upon imports 
over extended supply lines in time of war is not realistic’ (Conservation in 
Military Textiles, by Dr. Stephen J. Kennedy, Quartermaster Review, November- 
December 1951). 

It is self-evident that there is no possibility of building a strong 
domestic sheep industry or even maintaining the welfare of the present 
industry production so long as the market place and market price are 
controlled by subsidized and cheap foreign imports while a major 
portion of the domestic clip is in the hands of the Government under 
a loan support subsidy program. 

Upset marketing conditions as production declined and the huge 
drop in the price of pelts have caused a corresponding decrease in the 
market price of lambs and prevented the meat production of the sheep 
industry from in any way offsetting the losses of wool production. 
And now the industry is facing the new threat of the increased impor- 
tation of frozen lamb carcasses. 

The solution to our problem lies in the immediate discontinuance of 
the present trade-agreement program as it has been carried out under 
the present Trade Agreements Act. 

We are united in the domestic wool-growing industry in unalterable 
opposition to any continuation of the Trade Agreements Act under the 
terms and conditions of the act as it now exists. As the group of 
Americans, who more than any other can be pointed out as the horrible 
example of what can happen to American producers and workers, we 
feel it is time that Congress take back to itself and to its arm, the 
Tariff Commission, the authority in the Constitution to handle foreign 
trade and tariff matters. 

We endorse the efforts to promote foreign trade yet protect the jobs, 
the production, and the standard of living for our people. We believe 
Mr. Simpson’s H. R. 4294 would do the necessary things to enable us 
to trade with our neighbors in foreign countries yet would not. wipe 
out whole segments of our ec onomy as the past foreign-trade policies 
have done to us in the sheep business. 
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We agree with the 1-year extension provision of H. R. 4294 but 
not for the reasons ascribed to some, to give administrative officials 
time to study the situation and form a policy. We believe the Con- 
gress was elected to form the policy on tariff and foreign-trade mat- 
ters, should assume that responsibility which is constitutionally placed 
upon them and that this committee, with its many years of study and 
experience, is capable of assuming the authority given them for orig- 
inating all measures by which the United States Government raises 
revenue. Certainly tariff matters fall within that category and that is 
the chief method, in our opinion, which should be used by our Govern- 
ment in regulating imports of foreign wool. 

It is for that same reason that we support the clause in section 3 of 
H. R. 4294 which requires a report to the President by the Tariff Com- 
mission as an arm of Congress, before a trade agreement can be 
entered into by the executive branch. 

It is why we support the provision in section 4 of the bill which 
requires the executive branch to recognize the peril point set by the 
Tariff Commission and why we support the clauses in section 6 which 
again, through the Tariff Commission, gives to Congress the right to 
determine whether or not domestic workers, miners, farmers, or pro- 
ducers require relief from unfair foreign competition. 

Most certainly we agree with the provision in section 8 of H. R. 
49294 which makes mandatory the decisions of the Tariff Commission 
in regard to section 22 of the Agricultural Act of 1949. And in that 
same section, it seems to us only reasonable that a time limit should be 
piaced on the decisions to be reached by the Tariff Commission. 

Last September the Tariff Commission held hearings on wool under 
section 22 at the request of the Secretary of Agric vulture. Had that 
heen acted on promptly and favorably, and then had it met with the 
approval of the executive branch, as provided under the present act, 
then the American taxpayers would not have so many millions of 
dollars invested in loans for 1952 clip wool on which the Commodity 
Credit Corporation has announced it will foreclose at midnight to- 
morrow night. On Friday morning of this week the United States 
Government will be the owner of another stockpile of domestic farm 
product while our markets were taken by foreign imports and thou- 
sands of American woolgrowers will have to curtail production with 
hundreds going completely out of business. 

Gentlemen, we have reason and reason plenty to approve of the 
Simpson bill. We believe it to be a recognition by Congress of the 
plight of hundreds of thousands of farm producers and millions of 
American workers who must have protection against those who would 
use a glittering propaganda phrase, such as “ Trade, not aid,” to export 
out standard of living in return for cheaply produced foreign prod- 
ucts, with no regard for the damage done to those of us in some 
industry like woolgrowing. 

I would like to point out that the argument that the United States 
economy has done well under the past lowering of tariffs under the 
trade agreements negotiated is based upon a fallacious premise. Actu- 
ally war and defense spending and deficit financing in this country 
to send dollars to foreign countries in the rehabilitation and cold-war 
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spending has prevented us from feeling the full impact of damage 
that these trade agreements would otherwise have caused. 

We know whereof we speak, because not even all of those things 
could prevent the lowering of tariffs and the circumvention of even 
those lower tariffs by foreign — nment subsidies and currency ma 
nipulation, from wiping out half the American sheep and wool pro 
duction. We believe it imperative that this Congress pass such 
measure as H. R. 4294 so that in our promotion of world trade 
maintain our own economy or we shall never have the tax income to 
pay our debts. ' 

That is why we believe the clarification contained in this bill of 
\ hat constitutes injury to American ae Ss Al nd producers is much 
more realistic than the nebulous terms in previous measures, which 
whatever the intent violin at al he v were passed permitted 
the wiping rout of ma 1) businesses and indu stries besides wool pro- 
duction. I refer i op ‘lauses such as in section 3 of the bill and oceur- 
ring in like phraseology in other section 

We endorse section 14 of H. R. _ whi ‘th adds a seventh membe1 
to the Tariff Commission. Certainly with this bipart isan arm of the 
Congress, we feel it imminently eas that a petitioner for relief 
from unfair foreign ere could find himself, in ‘effect. ruled 
acainst because of a deadloe k | etween an even number of commis 
sioners. When the Tariff Commission deadlocks today . the pet ition is 
lost. To insure the intent of Congress that a decision be reached , 
the Tariff Commission on these matters, we feel it is necessary to add a 
seventh member. All in all, we feel H. R. 4294 is a reasonable solution 
to the problems created by the past policies of foreign trade and the 
negotiation of trade agreements without consideration for the very 
real damage being done to our own people. 

Confusion and damage to American agriculture and its labor has 
resulted from the transfer of power fron 1 the Congress to the executive 
branch of our Government on this matter of trade agreements. We 
earnestly request the Congress to again take unto itself the setting 
of limits be »vond which the executive branch cannot vo in the matte r 
of tariffs and to set those limits on the basis of representation of the 
American people, rather than passing permissive legislation which 
has in the past put these matters almost entirely in the hands of the 
State Department people negotiating with foreign governments. 

Believing that we can develop an equitable foreign trade with a 
tariff system that is just, fair, and balanced and with an impartial 
method of approaching the problems involved in equalizing elements 
of foreign and domestic costs which are beyond the control of the 
American producer and worker such as taxes, living standards, low 
foreign wages and foreign-government subsidies we feel that H. R. 
4294, as introduced, is a sound approach. We therefore request this 
committee to report this bill favorably to the Congress, for unless 
this Congress does take some such action there will be no wool-grow 
ing industry in the United States and we have neither the capital 
nor the credit rating to borrow on our sick industry enough money for 
us to stay in business while somebody studies the problem yet 
another year 
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. Jones submitted the following information :) 


Cost comparisons ' 
Per head 


Hired labor 
Shearing ? ° ; és ssownase 
Taxes aes . 84 
Total cash costs per animal per year, including the three items listed 
above.... ‘ 8. 45 


s study heep operations in the intermountain region of the 
ssioner of Agriculture reports for year 1949 (official figures 
t 


2 Other statistics show the cost for shearing sheep per head in Argentina is 6 cents, in New Zealand 18 cents 


American industry most efficient in the world but between 30 and 40 percent 
of total production cost is labor and it is impossible to compete with low labor 
standards such as these. 


General imports of wool tops into the United States, principal countries, 1949-52 


{Thousands of pounds] 


Index 1949= 100 percent- 
age iacrease 
Countries 1949 


rug 
France 
United Ki om 
Beleium-Luxembourg 
Union of Sout AIT 
Argentina 

West Germa 

All other 


ay 


Total_- 


wi, Inc., from Government sources. 


Examination shows that wool-top imports was over 10 times the 1949 volume. 
In 1949 wool-top imports was 1.1 percent of domestic production of top. In 1952 
such importation constituted 11.8 percent of domestic production. This, of course, 
displaces domestic wool. 

National Association of Wool Manufacturers state: “Woolen exports to United 
States have jumped 642 percent from 1948 to 1952, while worsteds in the same 
period have gained 306 percent.” 

1. Imports of woven woolens and worsted fabrics in 1952 reached a 30-year 
peak of 24 million square yards. 

2. Imports of wool tops rose from negligible quantities in 1947 to over 23 million 
pounds in 1952. 

Why our interest in imported wool top, woolen, and worsted fabrics? Because 
the domestic manufacturer is the domestic wool’s only customer, and the importa- 
tion of such commodities not only takes away jobs for American workers but 
displaces the use of domestic wool. 
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United States production, mill consumption, and imports for consumption of raw 
wool—average 1935-89 and 1947-52 


{Millions of pounds, clean basis} 


Consumption Imports 
Production 
(all apparel 

Total 


Apparel Apparel 


1935-39 207 377 281 
1947 153 698 526 
1948. 137 693 485 
1949 20 HM) 

1950 119 
1951 
1952 


635 
484 
463 


123 


Source: Wool Bureau, from Government statistics 


Inc., 


Sheep shorn and wool production, 
Production of 


shorn wool, 
grease basis 


Number of 


sheep shorn 


Number of 
sheep shorn 


Pounds 
S88, 297. 000 
378, 843, 000 212, 899. 000 
338, 318, 000 000 15,4 
1045. 8, 7 000 307, 976, 000 a 27, 357. 000 5, 4S 
1946 84, 647, 280, 908, 000 28 172. 000 
1947 30, 251, 425, 000 


1942... 49,2 
1943__ 47 
1944_. 43 000 


7, 000 
000 


28, 649, 000 On 


26, 382, O00 
26, 387 22 () 
000 


000 


Department of Agriculture, Bureau of Agricultural Economics, 


¢ 


Source: U.S 
This chart shows wool weights based on weight at the time of she 


NOTE 
basis”’ because it still contains grease, dirt, etc W hen cleaned, weights shrink 50 percent and 
charts included in this statement use sid some use terminology 


cleaning stage of preparation 


iring A i 


“grease basis’ clean basis’’ as 


Changes in wool economy—consumption of carpet and apparel wool 


World United 


1934-38 average: 


Consumption million pounds, clean 


Population 

Per capita consumption 
1946-52 average: 

Consumption 

Populatim _. 


Per capita consumption 


Change, prewar to postwar: 
Consumption 
Population é 


Per capita consumption . . 


million 
pounds 


million pounds, clean 
million 
pounds 


percent 
do 
do 


Source: Wool Bureau, Inc., from Government sources. 


Mr. Chairman, gentlemen, I should like to call your attention, a 
long-range solution to our problem in the form of H. R. 4879, which 
was introduced on April 27 by Congressman Stringfellow, of Utah, 


which is referred to this committee. We are very much in hopes that 
the committee will give this matter consideration when it is time to 
come before it. 
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Lar you very much, 

The Ciairman. We want to thank you for your appearance. We 
had a bill before us a few days ago, and I do not know why I was 
prompted to ask the witnesses who were testifying on unemployment 
nsurance in regard to the financial difficulties faced by Rhode Island. 
[ had hoped that Mr. Forand would be here. I am sure he would be 
interested in these figures. It seems they are having some competition 
from E land with regard to certain phases ot wool that they use 
there. 

Mr. Jones. It is very possible, 

The CuatrmMan. I just noticed here voy they can be in difficulty. 
The payments to the Federal Government by Rhode Island taxpayers 
= 1944 were $257 million, just in round figures. The Federal aid to 
Rhode Island was $5,435,293. 

[ have all the years down to 1952, and the Federal Government 
received $293,138,524 from Rhode Island, and Rhode Island received 

Federal aid $20,166 402. 

Of course, they are going to be in financial difficulties if their market 
and their employees are crowded out by foreign im parks, I wanted 
to bri o that out because at the time of the hear ing I did not have these 
figures. It just shows what competition can do to upsetting the 
economy of a State like Rhode Island. 

You made a very remarkable statement. You have given a great 
deal of study to this question, particularly the sheep growers and wool 
production, between Australia, New Zealand, and the United States. 
Over there, S ere are thousands of — that they put into turnips 
and turn the sheep into the field, and they graze on the turnips. They 
not only eat the top, but go into the roots and right down to the bottom. 
ft is a wonderful feed. Of course, labor is very low. The hired labor 
in the United States for the same comparable work is $3.52. Shearing 
in this country is 40 cents, 20 cents over there. The tax is 84 cents 
here and 9centsthere. Of course, water transportation ts the che apest 
transportation in the world, and they can put all those products into 
this country under our prices. | do not see how in the world our 
sheep growers can exist under those conditions. 

Mr. Jones. We cannot, si 

The CnarrmMan. Thank you very much. 

Are there any questions ¢ Mr. Simpson will inquire, 

Mr. Siapson. Just on one ae of this question concerns me very 
much. I note on page 5 of vour statement comme nts with respect to 
Urugu: L\ and the Argen tine. Mt the bottom of the page you tell of 
the very substantial percentagewise in reases in export of wool tops 
to the United States in 1952 compared with 1949. 

Now, the Argentine and Uruguay ship into the United States under 
concessions that have been made to them or to another country under 
the trade agreements program, is that correct ? 

Mr. Jones. That is correct, sir. At least that is the way I under- 
stand it. 

Mr. Simpson. And the purpose of those agreements, we have been 
told, was for mutual advantage to make concessions one country to 
the other, and it was implied or promised that the rules would not be 
changed after those agreements were made. By that I mean that 
having made a trade agreement with the United States and another 
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country, that agreement was to be the rule under which trade was 
carried on. 


In here you mention the subsidization of wool coming into the 
United States. Was subsidization provided for in the trade 
agreement ¢ 

Mr. Jonrs. Not tomy knowledge, sir. 

Mr. Strupson. Of course, it was not. The purpose of the trade 
noreements and a promise was that there would not be subsidization 


by the other party or by ourselves with respect to the items under 
consideration, 

Now, will you explain to us how they do subsidize in the Argentine 
and U ruguay the shipment of wool to the United States thro ah the 

lanipulation . their money / 

Mr. Jones. As I unde awh it, sir, this export problem in Uruguay 
and the Arg i is under Government control, and in the issuance 
of the export licenses they regulate that trade. For all trade of 
wool and wool top going out of that country, instead of paying them 
on their regular basis of exchange, they increase the number of pesos, 
ror example, which the « xporter gets, in this instance with the Argen 
tine, by 50 percent, and they pay it to the producers of that wool or 
woo! top. 

Mr. Simpson. Do they allow the man who goes in and buys wool 
for e xport more wool for his dollar than they would vive him if he 
bought the wool and kept it ~— there ? 

Mr. Jones. That is correct, 

Mr. Simpson. They have a two-price system, then ? 

Mr. Jones. Yes. But the spudineer himse If is not in too oreat difhi- 
culty, because he receives an additional amount of pesos for the wool 
hat he shipped, based on the dollar price he recely “cl. 

Mr. Stmpson. F or ti aking our market, he gets more money. 

Mr. Je NES. Ye: ein. 

Mr. Simpson. My point, of course, is that that is not what I would 
call fair treatment by a country which made an agreement with us not 
to do those things, to protect free and fair trade. 

L have been told there are more barriers 1 Impose “ls ag rainst free trade 
n the world today than there were when we started this trade agree 
ments program, Suppose lly based on mutual con fidence and trust and 
svromises, than there was when we started back in 1934 or 1935. That 

not at all unusual for a country to give its written word, signed 
and sealed and delivered, that they would abide by an agreement, and 
then ener abiding by that agreement and manipulating their 
currency or by the use of embargoes, quotas, and so on, policies ‘which 
have the effect of entirely doing aw ay with the promised agreement. 

On the other side of the picture, our country of which we are 
rightly very proud, having given its word, has abided by the prom- 
ises made even in those very rare instances where Congress saw fit— 
i am not certain they did do it—to change the law thereafter. So long 
as countries violate their written word, I do not see that these agree- 
ments amount to anything, so far as a breeder of confidence among 
nations is concerned. 

Mr. Jones. That is the way we feel, sir. Is it not rather interesting 
that here in the United States we have adopted all kinds of legislation 
and policies to protect the American standard of living; we have a 
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minimum wage law, we have social security, unemployment insurance, 
farm price support programs, and so on, even a Fair Trade Practices 
Act to protect against unfair domestic competition, and at the same 
time under the Trade Agreements Act the American producer and 
worker is facing a most unfair type of competition from foreign coun- 
tries which do not have those standards that are set by law in this 
country; where the producers operate with low wages and low stand- 
ards of living, and on that basis the American producer just cannot 
compete with that unfair competition, even though we protect our- 
selves. 

Mr. Simpson. If we recognize that any industry is essential to our 
country’s wartime effort, and necessarily in our economic life, and if 
our citizens want to engage in that occupation and have engaged, if 
we, therefore, decide to protect it, we should give the protection. 

That is all I have, Mr. Chairman. 

The Crarrman. Any further questions? Mr. Eberharter will in- 
quire. 

Mr. Erernarter. Are the substitutes for wool now being manufac- 
tured having much effect on woolen manufacturers of this country ? 

Mr. Jones. I think, Congressman Eberharter, perhaps Mr. Ames, 
president of the National Association of Wool Manufacturers, could 
answer that. I will do my best on it. I would say it is having an effect 
upon the use of wool. In the long pull, I do not know how mueh that 
may amount to. But as far as the domestic producers are concerned, 
sir, it does not make much difference to us what happens to competition 
with synthetics when we cannot get the cost of production out of our 
commodity, and we are in such a deficient supply as far as our needs 
are concerned. 

Mr. Eneruarter. The use of wool for manufacture of summer cloth- 
ing in the United States has almost ceased, has it not? 

Mr. Jones. I am sorry, sir, I do not have those figures. 

Mr. Enernarrer. I am sorry, too. I thought you were Mr. Ames. 
I came in late, and | hope you will excuse me. 

Mr. Jones. I am in the producing, rather than the manufacturing 
end, sir. 

Mr. Esernarter. I see. Thank you very much. 

The Cuairman. Mr. Martin will inquire. 

Mr. Martin. Mr. Jones, I did not hear your complete statement. 
Did you tell us the sheep population of the United States in your 
statement ? 

Mr. Jones. Yes, I did. It is approximately 28 million, 41 percent 
below what it was 12 vears ago. That is on page 7. The decline in 

sheep population for the 12 years goes from 46,300,000 in 1940 to 
28,172,000 head in 1952, approximately 41-percent decline in those 12 
ye: ars. That is the breeding stock of this country. 

Mr. Marrtn. For the last 15 years, I have given a lot of time to 
national defense and especially on strategic and critical materials. 
Wool is the main agricultural commodity listed as strategic and criti- 
cal. You might be interested to know that in these 15 years I have 
hoped we could increase our sheep population. Now, you see how I 
am succeeding. 

Mr. Jones. Yes, sir. 

Mr. Marrry. I have had about the same luck with the metais 
mining industry. 
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We do not know our peril defensewise. We are dragging our feet. 

You are going in the wrong direction very rapidly on the sheep 
population and wool production in this country. 

Mr. Jones. Yes, sir. 

Mr. Martin. For the life of me I do not know who blindfolds our 
Government officials to the point where they can do that and rest 
at night. 

I am very much interested in your statement here because you have 
given us some very valuable information, and I think it is up to us 
to bear in mind that you do represent one of the largest agricultural] 
commodities listed as strategic and critical. 

Mr. Jones. Thank you, sir. 

Mr. Martin. There are some 71 of those items, but wool is the 
largest agricultural commodity included. 

Now, it alarms me considerably where you state there that imports 
now make up 75 percent of the American use of wool, and that that 
increases from 20 percent bac k in 1935-39 and that most of this change 
from 20 percent to 75 percent has taken place in the last 6 years. 

Mr. Jones. That is correct, sir. Of course, we have had an increase, 
as I attempted to point out, to be fair, in per capita censumption, but 
a great deal of the need of that foreign importation is because we 
have lost almost half our shee ‘p industry in the United States. 

Mr. Martin. I do not know how I can make it more emphatic than 
your statement, except to say that from a national-defense point of 
view, you represent one of the most important industries that is 
se hedule d before us this hearing. Iam going to give a lot of weight to 
vour recommendations. I have not studied them yet, but I do want 
to study this very carefully. 

Mr. Jones. Thank you, sir. 

Mr. Martin. If there is anything I can do to help in bolstering a 
better wool-production industry within our own country, I am going 
to do it. I had quite a discussion of this matter with Will Clayton 
a few years ago. I see now some of the results I predicted would be 
the outcome of some of his activities. 

Mr. Jones. Yes, sir. 

Mr. Martrn. I cannot see how we as a Nation can lightly dash off 
the wool-production industry. You know better than most people 
that the sheep population is our best insurance on wool supply; that 
it is very hard to stockpile in large enough quantity to do what I am 
talking about for national defense. 

Mr. Jones. That is right, sir. 

Mr. Martin. I just want to express my appreciation of your state- 
ment here, and if anyone attacks your position in the matter, I want 
them to come up fighting on this matter of our self-sufficiency for 
national defense, because that is rather important in my own judgment. 

Mr. Jones. Thank you, sir. We think we must leave in your hands 
and in the hands of this committee the salvation, or at least the situa- 
tion as applied to the domestic sheep industry, and we think through 
your efforts we will be able to maintain a good, healthy domestic 
industry. 

Mr. Martin. If the reduction of the sheep population of 41 percent 
since 1940, if the increase of imports from 20 percent to 75 percent of 
American use of wool is not a red flag of warning defensewise to Con 
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gress and this committee, then I do not know how to emphasize it ade 
quately at all. 

Mr. Jones. We feel that way. 

Mr. Maxrrry. I feel you have brought a pretty important message. 

Mr. Hotmes. Mr. Chairman. 

The Cuamman. Mr. Holmes will inquire. 

Mr. Hoimes. Mr. Jones, for purposes of the record, has there been 
any upturn in sheep population in the past few years over and above 
its low point / 

Mr. Jones. There is, Congressman Holmes, a showing on the part 
on the Bureau of Agricultural Economics that there was an upturn 
from about 27 million to 28 million. However, I think we will very 
definitely find, and I give you this as an example, on January 1 the 
Depa rtment of Agriculture estimates the number of lands and sheep 

«| for slaughter. It might interest you to know that we have 
be cilling nonexistent lambs as far as those figures are concerned 
for almost a month now. In other words, the slaughter has far ex 
ceeded that estimate, because as you well know as a former sheepman, 
these men are not holding then ewe lambs for replacement purposes. 
They are going to slaughter, too. ‘Therefore, I aim certain under the 
present conditions you will find our industry is again is a decline 
numberwise. 

fr. Hommes. Tam happy you brought out that point for the record, 
because I have bumped into people that have said, “Well, the sheep 
business has reached its bottom and it is on the upturn now.” But 
there are factors that should be brought into the record to show that 
even if that is the case, in the face of some of the rather revealing facts 
you have made, it has a long way to go to get back in relation to its 
former position. 

Another factor that enters into this picture is the meat problem 
attached to the a business. 

Mr. Jonrs. Yes, sl 

Mr. Hotmes. anil retains itself as a luxury meat, so to speak, over 
the years, and that in turn has a very marked effect on the operations 
of the sheep business, because in practical operations, if your meat 
goes out from under you in your sales in the sheep business, you in turn 


cannot handle the high overhead of that business from wool alone. 


Mr. Jonrs. Yes, si 

Mr. Houmers. Soa aie situation exists in the sheep business of a 
two-product proposition for sale rather than just a single product, 
and the relation of one to another. 

Mr. Jones. Yes, sit 

Mr. Hotmes. Arguments may be presented that you have hides 
from cattle, and so forth, but the component earning power of a hide 
from cattle is not anywhere near comparable to the earning power of 
the fleece of wool from sheep combined with the sale of the lamb for 
meat. 

Mr. Jones. Correct, sir. As a rule of thumb, we generally say, as 
you know, that about D5 percent of the value of the lamb is its fleece 
and its pe lt. 

Mr. Houtmes. That is right. That in turn brings about a unique 
situation in this particular business itself, in aiding it to recover, and 
I am very happy to have you bring out those facts on the record. 

Mr. Jones. Thank you, sir. 
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Mr. Byrnes. Mr. Chairman. 

The Cuarrman. Mr. Byrnes will inquire. 

Mr. Byrnes. I believe in your statement, Mr. Jones, you mentioned 
that last September the Tariff Commission commenced action unde 
section 22 ¢ 


Mr. Jones. Yes, sir. Beginning the 29th of September througeh 


October 1. we had a hearing before that Commission. 

Mr. Byrnes. According to the table you furnished with your state 
ment, this problem of the importation and its effect upon the domestic 
industry was certainly apparent long before last September, and 1 
assume that the Tariff Commission began its study as a result of the 
Secretary of Agriculture requesting them to make the study under 
section 22 ¢ 

Mr. Jones. That is correct, sir. 

Mr. Byrnes. You also had section 7, I believe it is, of the Extension 
Act of 1951, which provided for study. 

Mr. Jones. Yes, sir. 

Mr. Byrnes. Could you give us any reason why a study of this was 
not made by the Tarmff Commission long before September L952 ¢ 
In the first place, did your industry petition them for a study and 
findings ? 

Mr. Jones. We petitioned the Secretary of Agi iculture. ] might 
say that that was done, I think the record will show, rather early in 
the year 1952. We held our meeting here in Washington when we 
became so concerned on February 9, 1952. At that time we worked 
out many of the possible solutions. One under section 303, the Tariff 
Act. the action under section 22. and so forth. 

I think the Commission did react in granting the hearing very soon 
after the request was made by the Secretary of Agriculture. As I 
think you will recall, the present Trade Avcreement Act we now have 
is not the same as it was a number of years ago. There were a number 
of reasons why at that time before we got the Extension Act of 1951 
it was not advisable to make a request under section 22, and the other 
features. 

Mr. Byrnes. You appeared before the committee back in 1951, as 
] recall. 

Mr. Jones. Yes, sir. 

Mr. Byrnes. You pointed out the danger that the industry was 
facing at that time? 

Mr. Jones. Yes, sir. 

Mr. Byrnes. Then on June 16, the Extension Act was approved 
which contained some new machinery. 

Mr. Jones. Yes, sir. 

Mr. Byrnes. Section 7 provided that upon an application of any 
interested party, the United States Tariff Commission should promptly 
make an investigation, and so forth. 

Mr. Jonrs. Yes, sir. 

Mr. Byrnes. As soon as that became law, why weren’t you prepared 
to goto the Tariff Commission right then 4 

Mr. Jones. We studied that right then and we thought we probably 
would have a better opportunity under section 22 of having the 
Department of Agriculture back of us, which we did have, during this 


hearing. I can see your point in it. We thought, for example, that 
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we might get some benificial legislation which would take us out of 
the hole. 

Mr. Byrnes. But I am wondering, since there is this much delay— 
and I have the same concern that Congressman Martin here expressed, 
that certainly we have to protect this industry—whether even under 
the new bill the industry and the Secretary of Agriculture are not 
going to have to take some affirmative action ina rather speedy way. 

There was some machinery there. Maybe it was not too effective, 
and yet the machinery was not put into operation or called upon to 
operate until this last December, when it was really on the books since 
June 1951. 

Mr. Jones. That is when we really became scared. 

Mr. Byrnes. You were scared in the spring of 1951 when you ap- 
peared before this Committee. 

Mr. Jones. Yes, sir. 

Mr. Byrnes. In fact, every year that this bill has come up, which 
is almost every 2 years, you have been here. I can remember back in 
1945 or 1946 when it was up, the wool industry was concerned and 
scared then. 

Mr. Jones. Yes. 

Mr. Byrnes. The thing I worry about as much as anything, even 
with this new bill is that the machinery that is provided for relief is 
not used. 

Mr. Jones. Is it not rather evident that now since 7 months have 
elapsed since the presentation was made and we have had no decision, 
I am wondering what difference it would have made? It could go on 
and on. It has been 7 months now, and it might be 7 more. Even 
with our special effort we are unable to get a decision out of the 
Commission at the present time. 

Mr. Byrnes. And you have received no indication from them as to 

when they might be prepar ‘d to make their findings ! 

Mr. Jones. No. sir; I have not. 

Mr. Byrnes. Has the Secretary of Agriculture been knocking on 
their door a little bit trying to get a report from them ? 

Mr. Jones. He has, sir. 

Mr. Byrnes. But nothing has happened ? 

Mr. Jones. That is right. 

Mr. Byrnes. And 7 months have elapsed ? 

Mr. Jones. Yes, sir. 

Mr. Byrnes. At least, the provisions of Mr. Simpson’s bill would 
reaiure a report within 6 months. 

Mr. Jones. Yes. 

Mr. Byrnes. At least, you would have gotten a report last month 
on the matter. 

Mr. Jones. That is right. 

Mr. Byrnes. Thank you. 

Mr. Houmes. Mr. Chairman, may I interrupt? 

The CHairman. Yes; you may. Mr. Holmes will inquire. 

Mr. Houmes. Do you feel, Mr. Jones, that under the administration 
of the Reciprocal Trade Act, in substance, as it is, that many of these 
matters could be improved if the act itself was more efficiently 
enforced ¢ 

Mr. Jones. Yes, sir; but the problem, as I pointed out to Mr. Byrnes, 
is the fact that we do not get action. 
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The Cuarrman. Mr. Goodwin will inquire. 

Mr. Goopwrn. I understand, Mr. Jones, that in your very excel- 
lent statement you speak for the Allied Wool Council Committee, 
which is an emergency group, and that that group includes the Boston 
wool trade. 

Mr. Jonzs. Sir, just the domestic segment, just those who are inter- 
ested only in domestic wool. We do not represent any other groups, 
other than just the domestic segment. 

Mr. Goopwin. And then, for the purpose of the record, might I 
suggest that you amplify a little just what is meant by the Boston 
wool trade? 

Mr. Jones. What is meant by the Boston wool trade? 

Mr. Goopwrn. Yes. 

Mr. Jones. I think it isa voluntary organization formed by handlers 
of wool which would include not only those interested in domestic 
wool, of which there are very few, I might say, at the present time— 
probably not to exceed five—and those who are interested in the impor- 
tation of foreign wool. I think that would far outnumber those in- 
terested in the domestic wool. It is very obvious, I think, why they 
are so few interested in domestic—because we do not have enough 
wool to make it worth their while to base their business on domestic 
industry. 

Mr. Goopwin. I thought it might be significant to have that brought 
out. 

Mr. Jones. Yes, sir. 

The Cuarrman. Are there any further questions? 

Mr. Knox? 

Mr. Kwox. No questions. 

The Cuarrman. Mr. Utt? 

Mr. Urr. No questions. 

The Cuarrman. Mr. Sadlak? 

Mr. Sapiak. I have no questions, Mr. Chairman, but I am tremen- 
dously interested in the problem, and the questions which have already 
been asked have taken care of the questions I had in mind. 

The Cuarrman. Mr. Simpson, did you have another question ? 

Mr. Stmpson. What I was interested in, Mr. Chairman, is the fact 
that the Government is forced to foreclose under loans. 

Mr. Jones. Yes. We have what is known as a nonrecourse loan, 
which has a definite expiration date. The expiration date on the 1952 
clip at this time is April 30. 

Mr. Stupson. How much money is involved in that ? 

Mr. Jones. It is not definite, sir. It is between 125 million to 128 
million pounds. Could we roughly guess at $60 million. 

Mr. Srupson. Out of the Treasury of the United States? 

Mr. Jones. Yes, sir. 

Mr. Stwpson. That is all. 

The CHatrman. I want to thank you, Mr. Jones, for your very fine 
statement. You have furnished us with some very valuable infor- 
mation. 

Mr. Jones. Thank you. 

The CHarmman. The next witness is Mr. Ames Stevens, president 
of the National Association of Wool Manufacturers, Lowell, Mass. 


32604—53——_15. 
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STATEMENT OF AMES STEVENS, PRESIDENT, NATIONAL ASSOCIA- 
TION OF WOOL MANUFACTURERS, LOWELL, MASS. 


Mr. Srevens. Mr. Chairman and members of the committee, my 
name is Ames Stevens, and I am president of the Ames Textile Corp., 
of Lowell, Mass. I am also president of the National Association of 
Wool Manufacturers, in which capacity I am here today. 

The National Association of Wool Manufacturers has opposed the 
trade-agreements program since its inception. It still opposes the pro- 
gram as we have known it on what it believes to be good and sufficient 
grounds. However, it will be our purpose now to confine ourselves to 
the single question of a 1-year extension and the manner and nature 
of that extension, if there is to be one. It is our understanding that 
the administration has requested an extension for 1 year in order to 
have the opportunity to reexamine the entire question of our foreign- 
trade policy. We assume that in the course of such study appropriate 
agencies will be established, before which we will have opportunity to 
record our views. On that basis, permit me to advocate, on behalf of 
the association, the passage of H. R. 4294 through section 12, the only 
sections having direct bearing on the wool textile industry. 

We believe that the provisions of this bill making the decision of the 
Tariff Commission final, with respect to both the so-called peril point, 
and injury under the escape clause, set forth a sound principle. In 
this manner the assurances of the President that no American in- 
dustry is to be seriously hurt by this program are implemented. The 
conditions confronting an industry resulting from increased imports 
can be considered without. reference to the shifting demands of inter- 
national diplomacy. This does not mean that we are not fully con- 
scious of the obligations of this country in its present position of eco- 
nomic and social world leadership. We feel that those obligations 
should be met and fully discharged within our own limitations but 
that their impact should be borne by the country as a whole and not 
only by the group of industries covered by the present tariff rates. 

There is one particular provision of the bill, namely, section 11, in 
which this industry is vitally interested and which I should like to 
emphasize. This provision relates to countervailing duties and is de- 
signed to arrest a trend of foreign nations to subsidize their dutiable 
exports to this country by manipulating their exchange rates. For 
example, Uruguay and Argentina through so-called multiple-ex- 
change rates have been able to ship here tremendous quantities of wool 
tops and, after the payment of our duties, have been able to sell these 
tops in this country substantially below domestically produced wool 
tops. A wool top is a semimanufactured form of wool. Under the 
multiple-rate system, these countries maintain an exchange rate for 
the export of the manufactured wool top which is more favorable to 
the exporter than the rate obtaining for the exporter of wool itself. 

In Uruguay, which has supplanted Argentina as the largest ex- 
porter of tops to the United States, the exporter is paid 2.15 pesos per 
dollar by the Government for every dollar he receives for his top 
shipments to the United States. The Uruguayan exporter of wool, 
the raw material for the top, receives only 1.519 pesos per dollar. 
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Asa result, the Uruguayan top exporter receives a subsidy or bounty 
from his Government, through this dual rate of exchange, of about 
$1 percent in comparison with the raw-wool exporter. With this 
subsidy he can readily pay the American duty on tops—27%4 cents 
per pound and 614 percent ad valorem—and still undersell the Ameri 
can producer of a similar item. In fact, at times Uruguayan top, the 
semimanufactured item, has sold for less in the American market than 
Uruguayan wool, the raw material. Top is wool which has been 
scoured, carded, and combed preparatory to the spinning of worsted 
yarns. 
~ Because of these multiple-exchange systems, Uruguay and Argen- 
tina in 1952 were able to sell in the American market a total of 15,821, 
000 pounds of tops, equivalent to about 18 percent of the American 
production of tops made on commission for sale in the open market. 

The sharp increase in the arrival of the subsidized South American 
tops is graphically illustrated by comparing the Uruguayan-Argentine 
total of 15,821,000 pounds in 1952 with their 1949 total of 660,000 
pounds when the total from all sources was only 2,061,000 pounds. 

There is nothing to indicate in the figures so far available this year 
that we can expect any decline in the shipments of South American 
tops to this country. January 1953 arrivals from Uruguay amounted 
to 549,200 pounds. 

In terms of domestic wool, about 50 million pounds would be re- 
quired to make 15,821,000 pounds of top and 50 million pounds exceeds 
the entire annual clip of Texas, our largest wool-producing State. 

The Cuarrman. Pardon me for the interruption, but I think it 
might be well to clarify at least for my information as to what your 
definition is as to these “tops” you refer to. What part of wool is 
that? 

Mr. Srevens. The first process, sir, in the worsted manufacturing 
system is to convert the raw wool into “tops.” The wool is first sorted 
for the longer st: iples, it is put through a scouring machine to remove 
the grease and dirt, it is put through a card which converts the loose 
material into a continuous strand, and is then combed, which is not 
unlike what happens when you comb your hair. The shorter fibers 
and the loose bits of vegetable matter are combed out of the wool, and 
the resultant product is called top. 

The CHarrmMan. Thank you, sir. 

Mr. Holmes will mquire. 

Mr. Houtmes. If you want to get into the intricacies of the various 
manipulations of wool through processing, we might just as well, had 
we not, warn the chairman he is getting into one of the most intricate 
businesses there is. 

Mr. Stevens. Thank you, 

The CuarMan. I did not expect to absorb too much of it, but I 
wanted to learn a little bit about it. 

Mr. Hotmes. Mr. Chairman, you are certainly capable of learning 
it rapidly. 

Mr. Stevens. In Argentina the multiple exchange rate system pro- 
vides 7.50 pesos per dollar for tops while the effective rate for wool 
is 6.25 pesos, resulting in an advantage of 20 percent for the exporter 
of top compared with the e xporter of wool. 
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The following table shows the arrivals in the United States in 
pounds, of the subsidized tops from Uruguay and Argentina: 


1949 1950 1951 1952 
Uruguay 287, 000 1, 318, 000 6, 148, 000 15, 591, 000 
Argentina 373, 000 | 2, 659, 000 3, 945, 000 | 230, 000 
Totals 660, 000 | 3, 977, 000 10, 093, 000 15, 821, 000 


Ever since 1950 this industry has been appealing to the Secretary 
of the Treasury to discharge his mandatory duty under section 303 of 
the ‘Tariff Act which provides as follows: 


Whenever any country * * * shall pay or bestow, directly or indirectly, any 
bounty or grant upon the manufacture or production or export of any article 
or merchandise manufactured or produced in such country, * * * and such 
article or merchandise is dutiable under the provisions of this act, then upon the 
importation of any such article or merchandise into the United States, whether 
the same shall be imported direct'y from the country of production or otherwise, 
and whether such article or merchandise is imported in the same condition as 
when exported from the country of production or has been changed in condition 
by remanufacture or otherwise, there shall be levied and paid, in all such cases, 
in addition to the duties otherwise imposed by this act, an additional duty equal 
to the net amount of such bounty or grant, however the same be paid or hbe- 
stowed, * * *” 


This amendment of section 303 by section 11 in the bill before you 
is designed to resolve any doubt that may be alleged to exist as to the 
effect or purpose of these multiple exchange rates and to make it clear 
that the basic rate is the proper rate on which to measure the extent of 
a subsidy. 

In 1951 when the House passed the customs simplification bill there 
was incorporated, on the motion of Chairman Doughton, an amend- 
ment designed to make clear to the Treasury that grants or bounties 
are bestowed through multiple rates of currency exchange. The pres- 
ent section is somewhat more detailed for purposes of administrative 
guidance but is directed to the identical subject which Mr. Doughton’s 
amendment was intended to correct. 

The impact of these subsidized tops became so extreme last year 
that a joint informal hearing was held between interested members 
of the Senate and the House. As a result, under date of February 
21, 1952, a letter was forwarded to the Assistant Secretary of the 
Treasury signed by some 26 Senators and Congressmen (exihibt A). 

(The letter referred to is as follows :) 

Exuinit A 
FEBRUARY 21, 1952. 
Hon. Joun S. GRAHAM, 
Assistant Secretary of the Treasury, 
Washington, D. C. 


Dear Mr. GRAHAM: I am most appreciative of your letter of February 15 in 
response to my telephone request of February 13 for information with respect 
to the enforcement of section 308 of the Tariff Act as the result of the exchange 
preference which is now being given by the Governments of Argentina and 
Uruguay to stimulate the manufacture of wool tops in those respective coun- 
tries for export to the United States. I note with pleasure that the Department 
has already taken steps to obtain from the United States Embassy in Argentina 
“some of the information which is required for an adequate reexamination of 
this problem.” 
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On Friday last, February 15, a conference was held of Representatives and 
Senators from States in which the wool industry in one or more of its aspects 
is of great importance to the maintenance of a sound economy, to consider this 
and other matters which are now adversely affecting the production and manu- 
facture of domestic wool and wool products. I advised those present of the 
information I had received by telephone from your office and I have since dis- 
tributed copies of your letter to all who participated. 

The members present were unanimously of the opinion that the present law 
imposes an obligation upon the Secretary of the Treasury to levy countervailing 
duties whenever a bounty or grant upon the export of dutiable commodities is 
made by any country exporting such commodities to the United States. In your 
letter of February 15 you say that it is one of the responsibilities of the Secre- 
tary to “determine whether a bounty or grant is in fact being conferred upon 
any product.” May I not suggest that the language of section 308 of the Tariff 
Act seems to answer this question most explicitly. It would be difficult indeed 
to frame language less open to misconstruction of misinterpretation than that 
which is used in this section. 

The obligation of the Secretary of the Treasury to impose a countervailing 
duty clearly arises ‘Whenever any country * * * shall pay or bestow, directly 
or indirectly, any bounty or grant, etc.” The use of the words “pay or bestow” 
in the alternative and the words “directly or indirectly” to modify the words 
“any bounty or grant” could be designed only to show that Congress wanted 
to prevent any country from avoiding any tariff rate imposed by our law by 
any device or method. 

That it was not the intention of Congress to alow the Secretary discretionary 
power to determine whether or not a device which has the effect of granting a 
preferential position to any exporter from another country seems to be proven 
not only by the fact that section 3038 provides for a mandatory countervailing 
duty, but by the fact that in the clause imposing the additional duty, the sec- 
tion describes it as being “equal to the net amount of such bounty or grant, 
however the same may be paid or bestowed.” 

This phrase “however the same be paid or bestowed” removes any possible 
ambiguity and imposes upon the Secretary an obligation which he may not 
avoid by construing preferential treatment through multiple export rates as a 
technique of deriving tax revenue, of avoiding political and other difficulties in 
the devaluation of their currencies or of producing other economic effects within 
the countries. The only question is whether the method used accords prefer- 
ential treatment by which the American duty is avoided. No matter how the 
preference is paid or bestowed and no matter what internal effect it may have, 
if the method used grants an advantage to an exported commodity then the 
countervailing duty must be imposed. 

That Congress had no intention to give the Treasury Department any dis- 
cretion in the matter is evidenced by the language used in section 303 of the 
Tariff Act of 1930 prescribing the action to be taken when such bounty or grant 
is paid or bestowed. This sentence reads: 

“The Secretary of the Treasury shall from time to time ascertain and deter- 
mine, or estimate, the net amount of each such bounty or grant, and shall de- 
clare the net amount so determined or estimated. The Secretary of the Treasury 
shall make all regulations he may deem necessary for the identification of such 
articles and merchandise and for the assessment and collection of such addi- 
tional duties.” 

It is difficult to see how language can be made more explicit. The counter- 
vailing duty comes into effect by the mandatory provision of the law whenever 
a bounty or grant is paid or bestowed, directly or indirectly, “however the same 
be paid or bestowed.” The duty of the Secretary is also clearly prescribed. He 
shall ascertain and determine and he shall declare the net amount and he shall 
make all regulations he may deem necessary for the identification of such 
articles and for the assessment of such additional duties. 

If a multiple export rate has the effect prescribed in the law even though 
it may have other economic effects, no discretion is given by the law to the 
Secretary to vary the effect Congress sought to produce. 

In the instant case the bounty is granted by the Argentine Government to 
exporters of wool tops at an export rate of exchange of 714 pesos per United 
States dollar. Wool receives an export rate of only 5 pesos per dollars The 
result is that the favored Argentine manufacturers of wool tops are enabled to 
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export to this country the manufactured wool product at the same price as the 
Argentine wool from which the tops are made. The evidence before our confer- 
ence was to the effect that South American tops are underselling tops made in 
the United States by 3814 cents per pound. 

I trust that when the additional information is received which you have 
requested from the United States Embassy in Argentina you will arrange a 
conference with the undersigned, all of whom are of the opinion that the circum- 
stances in the instant case require the imposition of a countervailing duty and 
that the only responsibility of the Secretary is to “determine, or estimate, the 
net amount of the bounty or grant, however the same be paid or bestowed” and 
levy a countervailing duty accordingly. 

Sincerely yours, 

Lester C. Hunt, Milton R. Young, George D. Aiken, William Langer, 
Fred A. Seaton, Mike Mansfield, Walter K. Granger, Wesley A. 
D’Ewart, Zales N. Ecton, Guy Cordon, Ernest W. McFarland, Carl 
Havden, 0. C. Fisher, Joseph C. O’Mahoney, Wayne Morse, James 
E. Murray, Tom Connally, Wallace F. Bennett, Arthur V. Watkins, 
Karl E. Mundt, Henry ©. Dworshak, Ed. C. Johnson, Francis 
Case, E. Y. Berry, Pat McCarran. 


TREASURY DEPARTMENT, 
Washington, February 15, 1952. 
Hon. JoserpH C. O’MAHONEY, 
United States Senate, Washington 25, D. C. 

My DerAr SENATOR: Reference is made to your telephone request of February 
13, 1952, for information regarding the status of this Department’s consideration 
of the applicability of countervailing duties to imports of wool tops because of 
exchange rates made applicable to them by Argentina and Uruguay. 

As you know, section 303 of the Tariff Act in substance places two responsibili- 
ties upon the Secretary of the Treasury. He must determine whether a bounty 
or grant is in fact being conferred upon any product and, if so, he must determine 
or estimate the net amount of each such bounty or grant and levy countervailing 
duties accordingly. These responsibilities often present a number of complex 
questions. The cases to which you refer are particularly difficult because they 
involve the problem of indirect bounties or grants which may result from the 
presence of multiple exchange practices. 

In some cases multiple export rates may have economic effects similar to those 
of bounties, but in other instances they may not. For example, some countries 
apply lower export rates on some commodities than on others as a technique of 
deriving tax revenue from the exportation of the commodities subject to the 
lower rates. In some countries multiple rates may be resorted to as a means 
of avoiding the political and other difficulties involved in a devaluation of their 
currencies. 

Therefore, the task of determining whether a particular rate is in fact a 
subsidy rate is obviously not an easy one nor is it a task which can usually be 
secomplished quickly. When the question of the exchange rates of Argentina 
and Uruguay was previously considered, the Department reached the conclusion 
in December 1950 that their application to the export of wool tops did not give 
rise to a bounty or grant within the meaning of section 303 of the Tariff Act of 
1930. This Department is, however, again giving careful and active considera- 
tion to the specific cases to which you referred. Indeed, steps were taken some 
weeks ago to obtain directly from the United States Embassy in Argentina some 
of the information which is required for an adequate reexamination of this 
problem. 

Very truly yours, 
JoHN S. GRAHAM, 
Assistant Secretary of the Treasury. 


Mr. Stevens. This letter pointed out that, in the opinion of those 
signers, the law imposed a mandatory obligation on the Secretary of 
the Treasury to levy such countervailing duties under section 303 and 
that the matter was not discretionary with the Secretary. The Treas- 
ury replied in effect that it was studying the matter, but there has been 
no action. In addition, the textile unions representing both the CIO 
and the A. F. of L. have made similar appeals to the Secretary as 
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have the Boston wool trade and the National Wool Growers Asso- 
ciation, the Rhode Island Textile Association, and the Philadelphia 
Textile Manufacturers Association. 

However this amendment is not designed solely for the benefit of 
one industry. It is well know that many other countries have adopted 
similar practices through such schemes as currency retention plans, 
tax rebates and other forms of exc hange control with similar objec- 
tives. The essence of the schemes is to push exports from those 
countries. Unfortunately, the practice is not on the wane but seems 
to be taking on renewed vigor. In its Third Annual Report on 
Exchange Restrictions 1952, the International Monetary Fund 
reported (p. 4): 

Multiple currency practices exist in about half of the 44 members surveyed, 
and there has been some extension of these practices, notably in Europe. 

* * * * & * + 


Multiple currency practices of many types and a variety of other devices are 
employed either in isolation or in combination. 

The New York Journal of Commerce on October 2, 1952, said 
editorially : 

Certainly a world ridden with dual rate export subsidies is not much more 
pleasant to contemplate than one ringed with tariff barriers, for in the long 
run the effect of both is to stifle, rather than promote, trade and prosperity. 

Now it should be emphasized and made clear that a countervailing 
duty does not raise the existing tariff rate levied by Congress or 
as revised downward by a trade agreement. Therefore we are not 
asking this committee to limit or increase the duty on any imports 
on which the legal rate is paid. We are, however, requesting this 
amendment so that effective action can be taken against subsidized 
imports which avoid the payment of the proper duties through the 
manipulation of foreign currencies. nt under our most favored 
nation policy, it does not seem fair to permit certain countries to 
obtain an unfair advantage for their products over the products of 
other countries by resorting to the subsidy device. 

In the face of currency schemes which neutralize our tariffs, it is 
futile to regard any tariff rate as affording any positive assurance 
to American producers. So long as subsidy practices are permitted 
to nullify our rates, then no matter how high these rates might be 
they are meaningless if foreign countries are permitted to subsidize 
their products through currency manipulation. The failure to invoke 
the countervailing duty statute in the face of widespread subsidy prac- 
tices cannot help but encourage those countries to continue to seek 
trade advantages in this market through various schemes of currency 
manipulation. 

The CuHarrman. We thank you for your statement. 

Are there any questions? Mr. Simpson will inquire. 

Mr. Stmpson. Do you attach a great deal of importance, Mr. Stevens, 
to this matter of dual rates of exc change as a competitive factor in the 
wool business ? 

Mr. Stevens. Yes, sir. Regardless of the rate of duty which we 
have as protection, this is something beyond that which nullifies any 
tariff protection we may have been granted by Congress or other 
Government bodies. 

Mr. Srupson. It is considered a governmental step, apparently de- 
signed to get around the agreement made with respect to tariff rates ? 
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Mr. Srevens. That is correct. 

Mr. Simpson. It is a deliberate means by which a tariff rate on 
which an agreement has been reached is violated ? 

Mr. Stevens. That is correct, sir. 

Mr. Simpson. And that is prejudicial to the domestic grower of 
wool. What is the recent trend of imports on woolen products other 
than tops, and which country is the largest exporter 

Mr. Jones. In 1952 we received a 30-year peak in imports of apparel 
fabrics of wool, that is covered by paragraphs 1108 and 1109 of the 
Tariff Act. These fabrics came largely from Great Britain, and the 
trend is getting worse instead of better. I have figures from the Tariff 
Commission that indicate that this year we will see a further increase 
in imports. In January and February there were increases in value 
of 23 percent in imports of apparel fabrics. In square yards, there 
were increases of 41 percent. 

Mr. Suwpeson. Over what ? 

Mr. Srevens. Over the corresponding month last year, which was 
the 30 year peak in imports of apparel fabrics, and 49 percent by 
weight, I might add. 

In other words, the impact today we are just POETS to feel be- 
cause England in the immediate postwar years very busy with ex- 
ports to sterling area countries from which io call obtain a ve 
right price for their products. That situation no longer exists to pain 4 
an extent, and they are now shipping in here the largest quantity of 
goods we have seen in 30 years, and increasing every year. 

Mr. Srmpson. You account for the big increases because the princi- 
pal exporting nation has filled the other markets it has and now is 
seeking ours and ours is vulnerable ? 

Mr. Stevens. Yes, sir. 

Mr. Stmpson. How many jobs within the United States would you 
suggest that the quantity of these imports displaces? 

Mr. Stevens. We have made an estimate by taking the Bureau of 
Labor Statistics index for the number of employees in the wool tex- 
tile industry and the number of square yards those employees pro- 
duced for 1951, which are the latest figures available. It is approxi- 
mately .36 square yards of fabric per man hour. If you take this 24 
million square j ‘ard importation, and figure it through on the basis of 
our efficiency in this country, you find that we have lost jobs for about 

8 million plus man hours, which figuring a man works 40 hours a week 
iad 50 weeks to the year, means that we are short on fabrics alone— 
not counting subsidies, tops or yarns—approximately 4200 men out 
of their jobs on an annual basis. 

Mr. Simpson. What is the economic position of your industry today 
in the nation ? 

Mr. Stevens. Our industry is in the greatest distress, sir, that it 
has been in my knowledge of the business, extending some 34 years. 
I have never seen the time when the centers of the woolen worsted 
industry 








Mr. Srupson. Geographically where is it ? 

Mr. Srevens. Lawrence and Lowell, Mass., Providence, R. I. New 
England still has the largest number of woolen and worsted mills. 
Lawrence is the No. 1 sore spot of employment in the industry in the 
country, as you no doubt have heard. 
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Woonsocket and Providence, R. I., are running a close second. In 
part it is due to these imports, and the lack of buying on the part of 
our customers because of their ability to get lower prices from other 
sources. It is in part due to the style to more informal types of 
clothing. In part it is due to the synthetic competition. But the 
combination of all these things has caused the wool textile industry 
to be in the greatest amount of distress in any time that I can 
remember. 

Mr. Simpson. You believe the provisions within this bill would 
provide a measure of relief which would be adequate to protect the 
industry or rather revive the industry ? 

Mr. Srevens. I believe under the Reciprocal Trade Agreements 
Act the reduction in the ad valorem rates has been so great as to do 
irreparable damage to our section of the industry. To the extent that 
these rates of duty can be set by the Tariff Commission, and findings 
of damage obtained by the Tariff Commission which would permit an 
increase in the rate we entirely support these provisions. 

Mr. Stmpson. That is all, Mr. Chairman. 

The Cuarrman. Mr. Eberharter will inquire. 

Mr. Esernarter. Mr. Stevens, you were very frank in admitting 
that you opposed the reciprocal trade agreements program, that is, 

our association, from the very inception of it, and in every public 
Leute we have had your association has been present in opposition. 

Mr. Stevens. Yes, sir, that is correct. 

Mr. Esernarter. Have you ever gone before the Tariff Commission 
under the provisions of the escape clause ? 

Mr. Srevens. I think we have not, sir. In the trade agreements 
made with Great Britain and the other countries, there is a clause 
which permits the United States to increase the tariff when imports of 
woolen fabrics reach 5 percent of the previous 3 years production in 
this country of those similar items. It is only just now that the cur- 
rent figures have run up to that quantity, and there is a little question 
as to whether fabrics made for Government use should be included in 
the United States production figures. So we have not as yet appealed 
under that section. 

Mr. Epernarter. In other words, you yourself decided that the 
injury had not been sufficient under the escape clause and under the 
agreements made that you had a case that would justify taking it 
before the Commission ¢ 

_ Mr. Srevens. I think that is correct, sir, that is, up to the present 
time. 

Mr. Eseruarter. These figures that you have obtained and which 
you presented to the committee with respect to the exchange rates, 
from whom were they obtained ? 

Mr. Stevens. From the Tariff Commission. 

Mr. Exsernarter. Directly ? 

Mr. Srevens. Yes, sir. 

Mr. Esernarrer. Your organization requested those. 

Mr. Stevens. Yes, sir. 

Mr. Esernarrer. So that the present law, if it were extended as is, 
would not satisfy the wool association ? 

Mr. Stevens. We have believed, as I stated, that the Secretary of 
Treasury of the United States should have acted under the law as it 
is now written and increased the tariff as required in the section which 
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I have quoted herein my brief. We have been asking him to do this 
since 1990 without any answer other than to tell us ‘that the matter 
was being studied. 

Mr. Exsernarrer. Is your National Association of Wool Manu- 
facturers a member of any other trade organization or any other com- 
bination of business organizations opposed to the reciprocal trade 
agreement program ‘ 

Mr. Stevens. I think not. I think we have a membership in the 
Tariff League, I believe it is called, but we are not active in any other 
association. We appear on our own behalf entirely. 

Mr. Esernarrer. You think, but you are not quite sure, that you 
are members of the tariff league ? 

Mr. Srevens. At least a number of our members have supporting 
memberships in that organization. 

Mr. Esernarrer. Were you invited to appear before this committee 
to testify / 

Mr. Stevens. No, sir; we requested the opportunity. 

Mr. Exsernarrer. You requested the opportunity ? 

Mr. Stevens. Yes, sir. 

Mr. Esernarrer. You did not get any official notice from the com- 
mittee requesting you to appear, did you ¢ 

Mr. Stevens. Yes, sir. I have a letter saying that I am asked to 
appear here. I believe we made the request. 

Mr. Eneruarrer. My question, Mr. Stevens, was were you requested 
to appear ¢ 

Mr. Srevens. No, sir; we made the request ourselves. 

Mr. Esernarrer. You made the request first ? 

Mr. Stevens. Yes, sir. 

Mr. Esernartrer. You knew of these hearings because of the news- 
paper and radio publicity. Thank you very much. 

The Cuairman. Are there any other questions ? 

Mr. Goopwrn. Mr. C ay 

The Cuatrman. Mr. Goodwin will inquire. 

Mr. Goopwin. Mr. Stevens, I think your answer to questions pro- 
pounded by Mr. Simpson pretty adequately set out the critical con- 
dition of the Massachusetts industry, but there is one question I had 
in mind that I want to ask. 

We talk about synthetic wool. Do these wool tops fall into that 
category ‘ 

Mr. Srevens. No, sir. 

Mr. Goopwin. Wool tops are simply a premanufactured or semi- 
manufactured processing of the pure wool? 

Mr. Srevens. Yes, sir. 

Mr. Goopwin. I would like to say, Mr. Chairman, that Mr. Stevens 
has for a long time been one of the leading industrialists of Massachu- 
setts, and I am glad to have this opportunity to congratulate him upon 
now heading up this National Association of Wool Manufacturers. 

Mr. Saptax. Mr. Chairman. 

The Cuarrman. Mr. Sadlak will inquire. 

Mr. Sapiax. Mr. Stevens, do you have any other textile interests in 
New England other than the Ames Textile Corp., of Lowell, Mass. ? 

Mr. Srevens. Yes, sir. I am interested in a cotton knitting plant 
called the Lawrence Manufacturing Co. and we have a wor sted spin- 
ning mill in Maine called the Maine Spinning Co. 
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Mr. Sapiax. Are you now interested, or have you had interest in 
any textile manufac tur ing concerns in Connecticut ? 

Mr. Srevens. We have a substantial interest in a woolen mill called 
the Angus Park Manufacturing Co. 

Mr. Sapiak. Have you had any interest or were you interested in 
the M. P. Stevens Co. that used to operate in my home city of Rock- 
ville, Conn. ? 

Mr. Stevens. No, sir. My cousins operate a business called the J. P. 
Stevens Co., which is a very large combination of woolen, worsted, 
cotton and rayon mills, and I have no interest, nor have I ever been 
active in that company. 

Mr. Saptak. Do you tel! this committee that the greatest oa of 
your difficulty is caused by the currency manipulation of other gov- 
ernments ? 

Mr. Stevens. Are you asking me for the industry as a whole? 

Mr. Sapiak. Yes, sir, and the capacity in which you appear here 
today, Mr. Stevens. 

Mr. Srevens. I would say that the currency manipulations affect 
a small in number but large in importance segment of the industry. 
I think, however, that the general problem of tariff rates, that is, ad 
valorem tariff rates, on imports of fabrics and yarns affects a larger 
number of people, both manufacturers and in numbers of employees 
that they employ. 

Mr. Sapiak. As a matter of fact, does the currency manipulation 
have a great effect upon the finished product? For instance, textiles 
coming in here from England would be of more competition to you 
by virtue of the fact of the currency manipulation, is that so? 

Mr. Srevens. Are you asking me if there were currency manipula- 
tions in England, would it be—— 

Mr. Saptak. We are all familiar with the fact of the devaluation 
of their currency. On that basis, I am asking if the importer of the 
English textile goods can more readily undersell those who manufac- 
ture textiles in this country. Is that a fact ¢ 

Mr. Srevens. The pound has been selling at its approximately 
present level for a number of years, long enough so that the raw 
material part of the Englishman’s cost and our cost is the same. The 
part of the cost of the English goods which is represented by labor 
is about a fourth of ours. In other words, as Mr. Jones pointed out, 
we pay approximately $1.60 per hour to a wool textile employee, and 
the Englishman pays 40 cents. The difference ie "*.20 an hour. If 
Engl: ind had not reduced the value of the pound, ly uubt their wages 
would be higher, and therefore we would have gféhter amounts of 
protection. “But this present rate of $2.80 per pound has been in 
effect long enough that when we talk about subsidized wool tops, the 
problem is not the same on the fabric imports from England. 

Mr. Sapiax. Let us put it this way, Mr. Stevens. How many tex- 
tile workers are directly affected because of the reciprocal trade 
agreements! I presume you have the textile unions in your corpor- 
ations. Have they had meetings and passed resolutions and sent 
them to Members of Congress, particularly from New England areas, 
to come to their aid, because of the difficulty of the reciprocal- trade 
agreements ‘ 

Mr. Srevens. I think I can say that the unions, particularly those 


i 


with headquarters in the most distressed areas, such as Lawrence, 
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have been very active in asking for any type of governmental aid that 
could be had for the wool textile mills. ‘The official position of the 
CIO union, I understand to be rather in favor of the reciprocal trade 
agreements. I think the segment represented by the workers in 
the wool textile industry does not go along with the overall position of 
the union in that respect. 

Mr. Sapiak. Therefore, if you have a continuing injury because 
of the reciprocal trade agreements, and if they were extended for 1 
year without any alteration, your injury would be therefore continued 
to the detriment of the textile workers. You are here, today, plead- 
ing that we not only extend the reciprocal trade agreements for 1 
year, but you ask us only to go as far as section 12, in order that you 
might have some protection under whatever new legislation might 
be adopted ? 

Mr. Srevens. Yes, sir; that is correct. 

Mr. Sapiak. Thank you very much. 

The Cuarrman. I would like to compliment you, sir, on your state- 
ment. 

Mr. Stevens. Thank you, sir. 

The Cuarrman. Mr. Sadlak asked you a question, but I think you 
did not answer the part of the question as to the number of employees 
directly employed and indirectly employed that are affected in your 
industry. 

Mr. Srevens. Affected by what, sir? 

The CuHarrMan. By the reciprocal trade agreements. 

Mr. Srevens. My best estimate of the total number of employees 
who are replaced by fabrics, yarns, and tops coming into this country 
is approximate ‘Ly 5,000. 

The Cuarrmman. Are your employees mostly men or are there some 
women ¢ 

Mr. Srevens. About equally divided between men and women, 

The Cuarrman. How many cities would you say were involved in 
this matter of discrimination ? 

Mr. Srevens. The wool-textile industry is located all over the 
United States. About 50 percent is in New England. The largest 
number of employees are located in the larger communities, Lowell, 
Lawrence, Providence, Woonsocket areas, although there are numbers 
of mills seattered throughout the New England villages wherever 
there is water power. They were originally built around streams. 
You have a large-Seement of the industry i in Philadelphia. You have 
some in the M®- W West and Wisconsin and Indiana. You have a 
few out on the?F@S€ coast. You have a number of very new, efficient 
plants now started below the Mason-Dixon line, Virginia, South Caro- 
lina, and Georgia. 

The CratmrMan. The payrolls play quite a part in the economic 
stability of the various communities in which they are located; 
that true? 

Mr. Srevens. That is correct, sit 

The Cuatrman. And if imports continue fo increase in this line 
and throw these people out of work, then it presents a problem of 
relief or one of great difficulty in replacing them in any other line 
of work. It is specialized help, is it not ? 

Mr. Stevens. That is correct. 

The Cramman. So they could not easily shift to some other work. 
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Mr. Srevens. No, sir. I can tell you that in the city of Lawrence 
there are 11,000 people previously employed i in the wool-textile indus- 
try, according to the une mployment statistics, and yet they say in the 
State of Massachusetts there are 8.000 jobs going begging. So we have 
a special skill there which is not readily adapted to electronics or 
some other type of employment. 

The CuatrMaNn, I notice England has reduced her personal-income 
taxes, and many of her excise taxes and taxes enter into your cost of 
production, so that there is another disparity; is there not? 

Mr. Srevens. Yes, sir. It is an interesting comment that the Eng- 
lish wool-textile industry as of this moment is in as prosperous a 
condition as it nas ever been. Most of their mills are sold up through 
the late summer and fall months. In fact, one of the reasons why we 
are not perhaps getting more goods is because the deliveries are so 
long. Some of the clothiers cannot wait as long as they have to wait 
from England to get their goods. 

At the same time, in the same industry, making the same fabrics 
here for the same purposes, we are in the greatest distress in this 
industry that we have ever been. 

The Cuatrman. Thank you very much. You made a very fine 
statement. 

Are there any other questions? 

Mr. Sam ak. Mr. Stevens, that 5,000 figure*you gave, that is just 
for your own corporation ¢ 

Mr. Srevens. No, sir. I am talking about the industry as a whole. 

Mr. Sapiak. It seems to me that is rather low. I think maybe Mr. 
Emil Rieve would contest it. There must be more people affected. 

Mr. Srevens. I think he might. We have arrived at that figure by 
taking an average man-hour production for the industry. Actually 
it is a very conservative figure, because the type of material arriving 
here in the greatest volume is the type which has the greatest volume 
of labor. It is perfectly natural for the English mill with the $1.20 
labor advantage to ship into this country the very fine high-count 
tightly woven “fabrics because in those there is the greatest amount 
of labor and therefore he has the greatest advantage in price. So I 
think if you wanted to be very liberal, you could double that figure 
and say it might be 10,000 people. We have simply arrived at it in 
the only way in which we know how; that is, in this country it takes 
so many man-hours to make the average yards. We are not getting 
the average yards. We are getting the most expensive yards. 

Mr. Sap.ak. Why? 

Mr. Srevens. Because they have the greatest advantage. 

Mr. Sapiax. Sometimes the woolen factories in New England are 
closed down and move to other parts and sometimes they say it is 
because of the difficulties they have had in getting the wool and labor. 
When the factory moves the industry does not suffer, but the people 
left behind by that industry. 

Mr. Stevens. That is correct, sir. 

Mr. Sapiak. That is all, Mr. Chairman. 

The Cuatrrman. Mr. Simpson will inquire. 

Mr. Stmpson. Mr. Stevens, reference has been made a time or so 
to your interest in this legislation through section 12. You are re- 
serving any comment upon the other part of the bill, and taking no 
position ? 
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Mr. Srevens. That is correct, sir. 

Mr. Stmpson. Thank you. 

The Cuarman. We thank you very much for your statement and 
the contribution you have made. 

Mr. Stevens. Thank you, sir. 

The Cuarrman. The next witness is Hon. Antonio Fernandez, Mem- 
ber of Congress, who is here, and we are very glad to have him here. 
He wishes to present a short statement. 

Will you give your name and the capacity in which you appear— 
of course we know it, but we would like to have it for the record. 


STATEMENT OF HON. ANTONIO FERNANDEZ, A REPRESENTATIVE 
IN CONGRESS FROM THE STATE OF NEW MEXICO 


Mr. Fernanpez. My name is Antonio Fernandez, Member of Con- 
gress at Large from New Mexico. I appear in support of the residual- 
oil quota provided by section 13 of the bill, and I appreciate the com- 
mittee permitting me to appear at this time, somewhat out of the 
regular order, for the reasons I stated to the clerk of the committee. 

To prove my appreciation, I am not going to take the time of the 
committee to read my statement in full, but will hand it to the com- 
mittee to be placed in the record at this point, or any point the com- 
mittee may think proper. 

The Cuamman. Thank you very much. Without objection, your 
statement will be included in the record. 

(The statement is as follows :) 


Mr. Chairman and members of the committee, thank you very much for this 
opportunity to be heard at this time. I shall limit myself to a discussion of 
section 13 of H. R. 4294 which is designed to limit import quotas for crude petro- 
leum and residual fuel oil, and which as such reflects the intention of a bill 
that I introduced previously in this Congress at the request of the oil industry 
in my State. My bill is identical with some 20 other bills introduced by Members 
from coal States. ; 

Section 13 places a quota limit on the amount of crude oil and refined petro- 
leum products that may be imported into this country. Legislation of this kind 
is necessary for the protection of the independent oil business and its employees. 
Without it there is a danger that the seven large corporations currently enjoy- 
ing a wide-open importation spree will put any domestic exploration companies, 
drillers, and producers entirely out of business. 

The State of New Mexico produces only about 21%4 percent of the national out- 
put of crude oil, but it represents the largest single source of income for my 
State, and to our oil workers that 2% percent represents a livelihood that is now 
being threatened by a product of cheap foreign labor. That such a condition 
exists was first denied but is now being admitted I am informed by the import- 
ing companies, simply because they realize that this Congress is intent upon 
providing a measure of protection for our own people, these companies are now 
volunteering to cut imports in order to make it appear that legislative action is 
unnecessary. Regardless of these gestures, however, it is the duty of the 
elected representatives of the people to provide a foolproof law that will preclude 
any possibility of further losses to the cheap products from across the seas. 

We sympathize with the position of the coal industry in its uphill battle against 
the flow of residual oil coming into coal’s markets from foreign refineries. New 
Mexico is in no way considered a coal State, yet we have more than 1,000 per- 
sons who earn their living from the products of our coal. mines, and we appreciate 
the way in which the industry has managed to progress despite the growing 
competition from oil, natural gas, and waterpower. The coal industry has not 
complained about this domestic competition, but it is certainly justified in asking 
for relief from a foreign waste product dumped in industrial plants at whatever 
price is necessary to undersell United States-produced coal. 
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For the sake of our national security, America’s oil and coal industries cannot 
be permitted to deteriorate. We must encourage the continued development of 
both these industries, and when unnecessary impediments are placed in the 
way of their progress, the Congress must remove these barriers. To this end 
it is urgent that we enact section 13 of H. R. 4294. 

The CHartrmMan. The next witness is Mr. Fred G. Singer, of the 
Manufacturing Chemists Association, and Chemical Alliance, Inc. 
Will you come forward, please ? 

Give your name and the capacity in which you appear for the record. 


STATEMENT OF FRED G. SINGER, MANUFACTURING CHEMISTS 
ASSOCIATION, INC., ACCOMPANIED BY MAURICE F. CRASS, JR., 
SECRETARY, MANUFACTURING CHEMISTS ASSOCIATION, INC., 
WASHINGTON, D. C. 


Mr. Stncrer. May I be allowed to have the secretary of the associa- 
tion sit next to me? 

The Cuarrman. I would like to have him give his name, if he will, 
and his connection with the industry or the association which you 
represent. 

Mr. Crass. My name is M. F. Crass, and I am secretary of the 
Manufacturing Chemists Association. 

Mr. Stncer. Mr. Chairman and members of the committee, my 
name is Fred G. Singer. I am chairman of the International Trade 
and Tariff Committee of the Manufacturing Chemists’ Association. 
I am here today to represent that association and the Chemical Alli- 
ance, Inc. The combined memberships of these two groups ao 
sent manufacturers of all types of chemicals, including heavy 
chemicals, such as acids, alkalies, and their salts; organic chemic ale 
such as intermediates and dyes; plastics; gases such as chlorine; syn- 
thetic fibers; pesticides; and literally thousands of other chemical 
compounds. Well over half of these firms employ less than 500 
employees each. The output of the combined memberships of these 
2 groups represent in excess of 90 percent of the tonnage of chemicals 
produced in the United States. 

The chemical industry today is as much a part of national defense 
as are the military services. Not only in war or national emergency, 
but in peace also, our great Nation could not exist without a com 
plete chemical industry to serve the needs of the military and of our 
civilian industries. Quite literally, the chemical industry is the basic 
industry on which all other industries depend—steel, petroleum, 
aluminum, and all the rest. 

I am sure that I need not repeat at length the history of the chemical 
industry nor the importance to the Nation of its existence. In 1914 
we had no organic chemical industry worthy of the name. In 1916 
the necessity for it was recognized. In 1922 and in 1930 tariff 
encouraged the industry’s rapid expansion. When World War II 
appeared, the situation was completely reversed from what it had 
been in World War I. By 1941 we had many plants scattered across 
the entire country. We had thousands of trained chemists, chemical 
engineers, highly skilled operators, foremen, and administrators who 
were able quickly to gear their production to the manufacture of 
chemicals vital to the war effort. Without this tremendous reservoir 
of talent and trained personnel, we could not have built plants for 
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synthetic rubber, aviation gasoline, explosives, sulfa drugs, anti- 
bioties, and, above all, atomic energy, to mention only a few of the 
developments. Iam sure that you gentlemen understand much better 
than I the necessity of maintaining - these facilities and the continued 
training of people here in the United States during these trying days. 

And yet the chemical industry continues to be an industry “which 
could be seriously affected by foreign competition. France, Italy, 
Switzerland, and the United Kingdom are large producers of chemi- 
cals. Germany is the country of origin of the organic chemical indus- 
try. The Czech chemical industry is very highly developed. Labor 
costs in Germany and the United Kingdom ‘and in France are sub- 
stantially lower than our own. Other elements of manufactur ing cost 
are likewise lower in all of these countries than in the United States. 

It is often claimed that these disadvantages are completely offset by 
manufacturing technique in the United States. In the case of the 
chemical industry, this is not true. The basic techniques of the indus- 
try are common knowledge in all producing countries. Many of them 
originated in Europe. 

In passing, it should be noted that the chemical industry is regarded 
as a key industry and vital to national defense in each of the produc- 
ing countries of Western Europe. The United Kingdom has a licens- 
ing system and uses it to exclude chemicals of foreign manufacture 
except those required to meet domestic requirements and not produced 
domestically. France employs a quota system in conjunction with 
credit control. Western Germany, and, indeed, all of the Western 
European countries, restricts the availability of exchange. 

For these reasons, the chemical industry of the United States has 
of necessity always had a deep interest in the question of tariff, in all 
of its various phases. It is for these particular reasons that we have 
an interest in the Simpson bill, H. R. 4294. The President has asked, 
and I hope will receive, a 1-year extension of the authority under the 
Trade Agreements Act, pending completion of a comprehensive study 
of the United States overall foreign economic policies. In his mes- 
sage to Congress on April 7, he stated that it was his intention that 
the executive branch shall consult with the Congress in developin 
recommendations based upon the studies that will be made. We wis 
to emphasize upon your committee that this study is of such impor- 
tance to American citizens to justify a special study by the executive 
branch and by Congress. Congress could thereby assure that any 
group of citizens interested in any of the aspects of trade with foreign 
countries may be given a fair hearing. 

The Cuarrman. I should not interrupt, but are you aware that 
the Army officials have conducted a most exhaustive research of the 
economic conditions of European countries? 

Mr. Srncer. No, sir. 

The Cuatrman. They have. I have seen it. It is a very large book 
like the budget report. 

Mr. Sanoer. Is that available to the public? 

The Crarmman. It is not as far as I know, but I have seen that re- 
port. It is a very exhaustive study. 

Mr. Sincer. I believe all those various studies should be brought 
together. 


rhe Cuarrman. Thank you. 
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Mr. Singer. The basic Trade Agreements Act of 1934 provided in 
its section 2 (c) that the delegated authority of the President to enter 
into foreign trade agreements terminated on the expiration of 3 years 
from the date of enactment of the act, June 12, 1934. This delegation 
of power by Congress was intended to be of relatively short duration 
to accomplish the purposes of the act and pull out of an emergency. 
For reasons which varied on each occasion, Congress extended the 
authority of the President for different periods of time, thereby mak- 
ing it possible for him to enter into new trade agreements. It has been 
clear, through the practice of nearly 20 years, that Congress has con- 
sistently had the intention of considering the occasion of these termi- 
nations of the President’s authority as the opportunity to examine the 
operation and administration of the Trade Agreements Act inserted 
as. paragraph 350 into the Tariff Act of 1930, as amended. The occa- 
sion has over the years been used to clarify or strengthen the warding 
of the act to make the intent of Congress understandable to the execu- 
tive branch, the United States Tariff Commission, and the public. 

If any misunderstandings have arisen between any of these groups, 
this is the time to bring them out into the open and examine them. We 
consider that is what Congressman Simpson has done. We wish to 
thank this committee for giving us this opportunity of presenting our 
comments on H. R. 4294. We intend to be as brief as reasonably pos- 
sible and concentrate on those particular subjects on which our indus- 
try has strong opinions. 

Reading from the bill as printed, we shall first comment on those 
propositions which we consider constructive and which we favor : 

Section 2: In view of the 1-year study of foreign economic policy, 
promised by the President, we agree with the 1-year extension of the 
President’s authority, under the Trade Agreements Act, as extended 
and amended, beginning June 12, 1953. 

Section 3; section 4, page 3, lines 4 through 6; section 5, page 3, lines 
24 and 25, and page 4, lines 1 and 2; section 6 a-3, page 4, lines 13 
through 16; 6-c, page 5, lines 11 through 13. 

The amendments proposed in these sections and subsections are an 
attempt to describe more accurately the intent of Congress as to the 
meaning of the words in the present law reading “serious injury to the 
domestic industry producing like or directly competitive articles.” 
The amendment would change this wording to “unemployment of or 
injury to American workers, miners, farmers, or producers, producing 
like or competitive articles, or impairment of the national security.” 
We believe this new wording is a decided improvement over the exist- 
ing wording, but we consider that the lack of any qualifying word be- 
fore the words “unemployment of or injury to” opens the door to 
frivolous applications for investigations, which would not only para- 
lyze the operations of the United States Tariff Commission but might 
also have an unhappy national and international effect. We feel that 
the will of Congress could be expressed in more simple language which 
could be properly interpreted by the Tariff Commission. We should 
like to suggest: “serious injury to the domestic industry, or any seg- 
ment thereof, producing like or competitive articles, or impairment of 
national security.” If this suggestion were accepted, it would require 
the use of consistent language, such as, “serious injury or threat of 
serious injury, or impairment of the national security” in section 6 (b). 

In addition, we approve the following setcions and subsections : 


82604—53——16 














228 TRADE AGREEMENTS EXTENSION ACT OF 1953 


Section 6 (a) (1), which would shorten the period within which the 
Tariff Commission is to complete its report and recommendations to 
the President from 1 year to 6 months. We believe this would be in 
the best interest of all parties concerned. 

Section 6 (d) 1, page 6, lines 11 through 18: We think the change 
in wording is constructive. It would require the Tariff Commission 
to consider as evidence of injury the same criteria as in the present 
law. 

Section 9 (a): This amendment reinstates the provision of para- 
graph 336 of the = ariff Act of 1930, as amended—Cost of Production 
Investigations—in full effect, whether the item is subject or not to a 
trade coiaeent? 

Section 11 amendments to section 303 of the Tariff Act of 1930, as 
amended—countervailing duties—whereby the use of special or mul- 
tiple rates of currency exchange in relation to the United States dollar, 
or any other such financial manipulations for the purpose of cir- 
cumventing the United States rate of duty, should be treated as a 
form of subsidy and expose the practice to appeals for countervailing 
duties. 

Section 12: This amendment to subsection (a) of section 201 of 
the Anti-Dumping Act of 1921 would eliminate the discretionary 
power of the Secretary of the Treasury and call on him to make a 
finding, when the customs appraiser has reason to believe or suspect 
an act of dumping and notifies the Secretary of such fact. 

Section 14: This would increase the number of Commissioners in 
the United States Tariff Commission from 6 to 7 and would increase 
the tenure of office of a Commissioner from 6 to 7 years. 

We object to the following proposed amendments: 

Section 4; section 6 (e), page 6, lines 24 and 25, and page 7, lines 
1 through 4; section 8; section 9 (b), and section 10 (a), (c), (e) (f), 
and (g). 

These sections and subsections carry through the bill the theme 
that the factfindings of the United States Tariff Commission and its 
recommendations be made binding on the President, and by inference 
on the Congress, in peril point, escape clause, agricultural commodity, 
unfair competition, and cost of production investigations. We con- 
sider such an increase in the Tariff Commission’s power unreasonable 
and unwarranted. The Tariff Commission is set up specifically as a 
factfinding body consisting of a group of experts especially trained 
in that field of work. That isthe great value of the Tariff Commission 
to the Congress, the President, and the public. In our opinion, it is 
essential to keep the Tariff Commission strictly on that basis and to 
establish clearly that the findings and recommendations of the Com- 
mission are final as to fact. But we recognize that action to be taken 
cannot be determined by facts alone and probably should be tempered 
by overall considerations, which in this case are national or public 
policies. 

The cases in point only rise when the President feels that he has 
publie policy reasons for wishing to disagree or ignore the recommen- 
dations of the Tariff Commission. We feel that the President, as 
Chief Executive, has the responsibili ty of making his policy reasons 
known to the branch of the Government which 1s responsible under 
article 1, section 8 of our Constitution, “to lav and collect Taxes, 

Duties, Imposts and Excises” and “to regulate Commerce with For- 
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eign Nations, etc.” Not one of the members of our associations can 
pretend that he is a parliamentarian capable of drawing up the text 
of legislation, but we should be deeply interested in any legislation 
which could be drawn up and introduced, which would provide for 
arbitration of differences of opinion between the President and the 
Tariff Commission and which would, with the assurance of reasonable 
promptness, establish the extent to which the recommendations of 
the Tariff Commission need not be complied with in the case of the 
particular article in question. 

Section 6 (c), page 6, from the last two words on line 2 through 
the first word on line 7. This sentence would exempt the Tariff Com- 
mission, with respect to any recommendation in escape clause cases 
for an increase in rate of duty, from the plus 50 percent limitation 
placed on the President in his trade negotiations with foreign govern- 
ments. The powers of the Tariff Commission in such cases seem to 
be clearly established in previous wording in this section of the bill— 
page 5, lines 14 through 24, and page 6, line 1 to the period on line 
2. In our opinion, this is sufficient because the wording proposed 
above is too broad and seems unreasonable. 

We do not wish to express any opinion on sections 7 and 13 because 
these cover subjects which are not a part of our activities. We have, 
however, one comment to make regarding paragraph 13, page 15, sub- 
paragraph 6: Articles dutiable under paragraph 391 of the Tariff 
Act of 1930—Lead Ores and Concentrates. 

We know that the committee has set aside special days for hearings 
on section 13, but we beg permission to present this plea now as it 
hardly would justify a special appearance on another date. 

On behalf of those of our members who import pyrite flotation 
concentrates for the manufacture of sulfuric ac id: we recommend the 
addition of the following words, immediately following the first pro- 
viso in paragraph 391 of the Tariff Act of 1930, as amended, covering 

“Lead-bearing ores, flue dust and matter of all kinds,” reading: 

Providing further, That the duty provided for in this paragraph shall not be 
applied to the lead contained in pyrites, concentrates, or any other article, con- 
taining not more than 114 percent of lead. 

This request seems reasonable and the proposal is not inconsistent 
with certain provisions in paragraph (g) of section 8.48 of the Cus- 
toms Regulations of 1943, which requires the collector customs to 
deduct 114 percent from the lead content of any dutiable import made 
under a contract, providing for a 114-percent lead allowance. 

The free importation of lead in items containing not more than 114 
percent of lead will have no adverse effect on the lead industry in our 
country, because such small quantities are not economically recov- 
erable. 

The reason for this request is that the Bureau of Customs has re- 
cently ruled that, under paragraph 391, a -e is payable on infini- 
tesimally small quantities of lead contained i 1 pyrite-flotation con- 


-centrates imported for the purpose of enpdertiee the sulfur content 


thereof in the manufacture of sulfurie acid. The amendment pro- 
pose would clarify what is believed to be the original intent of the 
lariff Act of 1930 and relieve importers of an undue burden, both 
of the duty on a material which is not recoverable, and of the inordi- 
nate expenses of sampling and analysis, which frequently exceed the 
amount of duty assessed under paragraph 391. 
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This concludes my statement, Mr. Chairman. 

The Cuatrman. I notice here on page 7 of your statement, Mr. 
Singer, you said that— 
the cases in point would only arise when the President feels that he has public- 
policy reasons for wishing to disagree or ignore the recommendations of the 
Tariff Commission. We feel that the President, as Chief Executive, has the 
responsibility of making his policy reasons known to the branch of the Govern- 
ment which is responsible under article 1, section 8 of our Constitution. 

I am very much concerned with regard to the powers of Congress. 
I believe in the separation of the powers, and I think you do. It is our 
function to legislate, and it is very definitely placed in the beginning 
of the Constitution that all legislation shall be the function of the 
Congress. 

I am wondering just how far the executive branch has gone in usurp- 
ing certain functions that should be performed by us, and having bills 
written in the executive department of the Government. I am express- 
ing my own views. I am not speaking for other members of the com- 
mittee, but I am very jealous of the prerogatives of the committee 
under the Constitution that all legislation with regard to revenue shall 
originate in this committee. 

With regard to the question of how the President should feel with 
respect to public policy, would you say that he should be influenced 
with respect to a foreign country as a matter of diplomacy or foreign 
policy so that he should take into consideration the effect it might have 
on some election in some other country. Do you feel it should go 
that far? 

Mr. Srvcer. Mr. Chairman, we feel very definitely that we have 
signed a treaty known as the United Nations Charter. That is the law 
of the country under our Constitution until legislation changes that, 
and in that charter we have committed ourselves to harmonize our 
economic policies with those of the members of the United Nations. 

Now, I think that our past administration has had a tendency to go 
further than the me: ning of the word “harmonize” and has tried to 
merge various economies ; together into a cocktail—I cannot find an- 
other word—which is rather untasty because the ingredients do not 
mix readily. But in harmonizing our economic development, the goals 
of which should not change, we might have to consider the effect of the 
timing of our developments on countries, particularly countries that 
we consider as friendly and free nations. I believe that we have to 
temper some of our ambitions of which we are very proud to fit into 
the general picture so as not to upset the very delicate economic balance 
that exists among the free nations of the world. 

The CuHatrman. In other words, it is your belief that the United 
Nations Charter can supersede our Constitution by its treaties? 

Mr. Stncer. That is a good question, Mr. Chairman. Our Consti- 
tution today seems to make that possible. A treaty is no more per- 
manent legislation than any other. It can be upset by further legis- 
lation. But there has to be legislation. Until then, under our present - 
writing of the Constitution, a treaty does become the law of the land 
and supersedes the contradictory laws. 

The Caiman. So you feel that a treaty that is consummated by 
the United Nations supersedes the supreme law of the land under 
our Constitution; is that right ? 
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Mr. Sincer. Not simply because it is passed by the United Nations, 
but when the Senate ratifies something, then it becomes the law of the 
land under our Constitution. 

The CuHarrman. The Senate having ratified the United Nations 


Treaty, you feel that now supersedes the supreme law as written in 
our Constitution ? 


Mr. Stnoer. I am afraid so, sir. 

The Cuarrman. I guess we are all afraid of it. However, the Con- 
stitution is the basic law of our glorious country and anything incon- 
sistent with our Constitution cannot have validity as a law. 

Mr. Sincer. I do not want to go too far on that. 

The Cuarrman. I have always considered these trade agreements 
that have ben ratified by the Senate have been treaties. 

Mr. Srncer. Yes. 

The Cuarrman. You and I cannot settle that question by arguing 
it here. I just wanted to get your views on that point. 

Mr. Sincer. Yes, sir. 

The Cuatrman. I question the wisdom of adversely affecting the 
economy of our country, we will say, by executive action in the domes- 
tic affairs of foreign countries. We write the laws right here, and I 
do not think that was the intention. 

Mr. Stnacer. I agree with you, sir. 

The Cuarrman. Thank you. 

Mr. Kran. I have one question. 

The Carman. Mr. Kean will inquire. 

Mr. Kean. Of course, what happens in foreign countries may very 
adversely affect our internal condition. 

Mr. Sincer. Yes, sir. 

Mr. Kean. And that is what you mean that the President should 
consider ? 

Mr. Stncer. It works both ways, sir, if that is what you mean. 

Mr. Kean. It is not merely the economy of the foreign country, but 
the whole attitude of the foreign country toward us, the Iron Curtain 
countries and everything else is important in maintaining our 
economy. 

Mr. Srncer. Yes, sir. 

Mr. Kean. If for any reason one of the foreign countries was 
thrown into the arms of one of the Iron Curtain nations, it would 
affect our economy very badly, and that is not one of the studies that the 
Tariff Commission can make. 

Mr. Srncer. No, sir. 

The Cuarmman. Mr. Simpson will inquire. 

Mr. Stupson. Of course, if the law were mandatory and the Presi- 
dent was required to follow the recommendations of the Tariff Com- 
mission, the President can always say to the Congress, “I ask for a 
change. I do not want to be forced to do this,” and give his reasons to 
Congress and get legislation at that time. 

I gather, though, ‘from your statement, Mr. Singer, that you are not 
altogether assured that this should not be mandator y on the President. 

Mr. Stnoer. That is right. 

Mr. Srmpson. You are not altogether sure, because you go on and 
suggest that maybe we should draw up a law which would force 
arbitration between the President’s position and the findings of the 
Tariff Commission. You use the word “arbitration,” which means 














232 TRADE AGREEMENTS EXTENSION ACT OF 1953 


forced on the President, which, if it could be used at all, which I do 
not admit, would be only on the basis of the congressional action. 
Therefore, what you must envisage in that statement is an arbitrator 
who would be the Congress, and that is exactly what the bill does. 

Mr. Srxcer. I may have misunderstood the bill, sir, to the point that 
I did not realize that if something was binding on the President and 
said he shall proclaim it, that he could not do it and turn to Congress. 

Mr. Simpson. The President of course can always request Congress 
for legislation. 

Mr. Sincer. What we are interested in, sir, is that the decision in 
these matters be made by Congress. We think it belongs there, and 
that Congress is entitled and has the duty to inform the President, the 
Chief Executive, just how far it seems reasonable to not follow a rec- 
ommendation based exclusively on facts. 

Mr. Srmpson. Then are you suggesting that the arbitrator be the 
Congress when there is a difference between the President’s position 
and the position of the Tairff Commission ? 

Mr. Srncer. That the arbitration 

Mr. Simpson. You stated here that legislation might be drawn up 
and introduced that would provide for arbitration of differences of 
opinion between the President and the Tariff Commission, and which 
would, with the assurance of reasonable promptness, establish the ex- 
tent to which the Tariff Commission recommendations need not be 
complied with in the case of a particular article in question. 

Mr. Sincer. That to us means Congress. 

Mr. Simpson. Then you are suggesting that Congress arbitrate any 
difference between the President and the Tariff Commission. 

Mr. Srncer. I think that is the way we should understand the Con- 
stitution, sir. 

Mr. Smapson. In cases where the President agrees with the finding 
of the Tariff Commission, do you want Congress to do anything there 
or just accept the findings of the Tariff Commission ? 

Mr. Sincer. The Tariff Commission is a creature of the Congress, 
and there is no reason in that case to bring in Congress. 

Mr. Simpson. Then why should not the findings of the Tariff Com- 
mission be final in every respect? 

Mr. Singer. Because the Tariff Commission is solely a fact-finding 
body and was so constituted in 1916. 

Mr. Simpson. That is right. 

Mr. Srncer. It is a group of experts who are doing a wonderful job 
in that field of work. 

Mr. Stupson. That is right. Now, having made a finding at the 
request of Congress or under the congressional authority, you then 

say it is per fectly all right, and their recommendation is ‘final unless 
the President says otherwise. 

Mr. Singer. Yes, sir. 

Mr. Srwpeson. Then you are willing to arbitrate that difference by 
having Congress arbitrate it? 

Mr. Srncer. Yes, sir. 

Mr. Sruwpson. Now, another question: Suppose you were in the 
watch manufacturing business, and you went through all the rigama- 
role that you are required to do under the law to prove your case, and 
you do prove it, and the Tariff Commission makes its finding and the 
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President sets it aside. If you applied that to your great industry, 
what would youdo? Would yousit back and e your indus stry die ¢ 

Mr. Sincer. No, sir, because that would be a case of disagreement 
between the President and the Tariff Commission. We would like to 
refer the matter back to Congress and place our case in the hands of 
Congress. 

Mr. Sumpson. You would, the *n, if I understand, make the findings 
of the Tariff Commission final and binding on the President only in 
those instance where the President agrees / 

Mr. Sincer. Where he has no reason to disagree. 

Mr. Simpson. And where he does disagree, you would like to have 
an arbitration group set up to force a settlement between the Presi- 
dent’s position and that Tariff Commission’s position ? 

Mr. Singer. That is correct, sir. If the peril point investigations 
were made and completely settled before entering into negotiations, 
there would be very fe »w cases of appeal to escape c ‘lauses. 

Mr. Simpson. That is all I have. 

The Cuatrman. Any other questions? 

Mr. Mixis. Mr. Chairman. 

The Cuarrman. Mr. Mills will inquire. 

Mr. Mits. Mr. Singer, as I understand from your statement and 
your answers to questions propounded by members of the committee, 
you are here advocating the so-called Simpson bill because of the prin- 
ciple involved, rather than because of any particular injury or harm 
that has occurred so far to the National Chemists Association — the 
members thereof, is that. right? 

Mr. Srncer. That is correct, sir. We have been invited and given 
the occasion of making comment on this bill. 

Mr. Mus. I understand that. 

Mr. Sincer. There are a number of signals in the chemical indus- 
try that seem to show that the concessions that were made only as re- 
cently as Torquay, when the major concessions regarding the chemical 
industry have been made, have har dly had time to be tested yet. There 
are a few signals that some items which are ms anufactured by the mem- 
bers of our group in the pharmaceuticals or even in the general chemi- 

‘als have actually had to be stopped. The chemical industry has no 
intention of running around like a scared chicken as soon as anything 
seems to indicate a diffic ulty of competition from abroad. We want 
to study the subject quietly. We want to have the occasion when there 
is a segment of the industry, rather than the whole industry hurt, to 
be able to present the case before the bodies organized by Congress. 

Mr. Mixts. You answered my question, but you give rise to another. 

Mr. Sincer. I am sorry, sir. 

Mr. Mus. You mentioned signals that appeared since Torquay. 
What are some of these signals that alarm you / 

Mr. Srncer. I am afraid, sir, I am not prepared to answer that 
question at this moment, but I will be glad to file a statement for the 
record. 

Mr. Mitis. Would you for the purpose of the record give me some 
indication of what you mean when you say signals that are appearing ‘ 

Mr. Stncer. I w ill try to get some definite cases of particular prod- 
ucts and try to give you the story and file it for the record. The re 
are not enough for us to be ver y upset at the moment. 
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Mr. Muus. If the situation would continue on as it now exists, you 
would not be too concerned? In other words, is it the fear of what 
may happen that bothers you more, or is it the principle involved ? 

Mr. Stncer. We have seen it before, sir. We are not dreaming or 
having nightmares. We have been hurt before in the history of the 
Chemical industry. 

Mr. Mus. Under the reciprocal trade agreement program ? 

Mr. Srncer. As recently in the rayon staple as 1949. Very defi- 
nitely some of the plants were closed down for 6 months which did not 
help the people that were working in the areas. 

Mr. Minis. You are talking about your rayon plants? 

Mr. Stncer. That is still chemicals. 

Mr. Mitxs. And some of the nylon plants. But that was not just 
confined to those businesses, was it? At that time were your busi- 
nesses the only ones that were closed down ? 

Mr. Stncer. More heavily than some others. 

Mr. Mis. No other businesses felt the same situation at that time? 
Of course they did. 

Mr. Stncer. I do not know, sir. I have not studied the question. 

Mr. Mitus. We had reached the point at that time, had we not, when 
we had practically produced all that the normal channels of trade 
would consume? We had stocks on hand, did we not, of practically 
everything? We were all concerned at that point about our situation. 

Mr. Srncer. I think there was a bad zone there which was relieved 
by the war situation. 

Mr. Mus. My point is this: In 1949 you would not attribute the 
shutdown of plants here in the United ‘States to imports of nylon 
and rayon, and items of that sort from abroad ? 

Mr. Srncer. I do not think we could include nylon, but the rayon 
staple definitely. 

Mr. Mrs. You mean the rayon plants closed down in 1949 as a 
result of imports from abroad ? 

Mr. Srncer. Of staple, yes. 

Mr. Mus. Of staple rayon ? 

Mr. Srncer. Of staple only. 

Mr. Mitxs. I understand. Will you answer my question? Was 
that the sole reason or not? 

Mr. Srncer. That is what swamped the market. 

Mr. Mitis. What swamped the market? 

Mr. Srncer. There were imports 

Mr. Mrs. I am seeking information. 

Mr. Srxcer. I would like to give you the facts more precisely. 

Mr. Mixis. Will you answer my question? Let me answer the ques- 
tion. Will you give me some information? I am not prepared to dis- 
cuss it on a factual basis, because I do not have the facts before me, 
but I want the facts. If you have been hurt, I want to know it. Ifyou 
will put it in the record, we will not discuss it, because the members 
are anxious to go, and I am, and I know you are. Please put it in the 
record and show just what came in the st: aple rayon that bothered you 
in 1949, how much came in, and what effect it had on the markets. I 
want to know the facts. 

Mr. Srncer. I will be very glad to do it, sir. 

Mr. Mitts. I know you can get it for the record, if you will. 

Mr. Srncer. Yes. 
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(The information is as follows :) 


SUPPLEMENTARY MATERIAL SUBMITTED BY FRED G. SINGER ON BEHALF OF THE 
MANUFACTURING CHEMISTS’ ASSOCIATION 


In reply to a question from the Honorable Wilbur D. Mills of Arkansas, I made 
the statement that the major United States concessions in the chemical schedule 
had been made at Torquay, effective in 1951, that it was still too early to draw 
definite conclusions as to the effect of these concessions on the American Chemi- 
cal Industry, but that there existed some shadows on the horizon, which the 
industry wished to examine quietly before drawing conclusions. I was asked 
by the chairman of the committee to submit supplementary material amplifying 
for the record the thoughts which brought me to make the latter part of that 
statement. I was also asked to give some details to clarify my further remark 
that, in 1949, as a result of imports, the American producers of viscose rayon 
staple fiber had to stand the brunt of corrective measures when the market turned 
from a hard market to a soft market. 

(a) As the result of information received from members of the Manufacturing 
Chemists’ Association, I wish to submit four examples to illustrate the basis for 
my first statement: 

1. Phthalic anhydride 
2. Sodium perborate 
3. Epsom salts 

4. Medicinal alkaloids 

1. Phthalic anhydride.—Paragraph 27, Tariff Act of 1930 as amended. Duty 
reduced at Geneva effective 1948 from 7 cents per pound, plus 40 percent to 3% 
cents per pound, plus 20 percent. 

Phthalic anhydride is a basic coal-tar intermediate produced in tonnage quan- 
tities and essential in the manufacture of vat dyes, alkyd resins for paint and 
many other industrial applications, the least of which is a long list of plasticizers 
important to every phase of plastics manufacture. In addition, dimethylphtha- 
late was used by the Army and Navy in the Pacific Theater in very large quanti- 
ties during World War II as an insect repellent. There can be no production by 
known methods without an ample supply of phthalic anhydride. The bulk of the 
phthalic anhydride manufactured in the United States is made from naphthalene, 
an ingredient found naturally in coal-tar. Domestic naphthaline supplies have 
never been in excess of domestice requirements and it is usually necessary to 
supplement domestic production with imports, around 50 million pounds annually, 
The rebuilding of the Organic Chemical Industry in Europe included large units 
for the manufacture of phthalic anhydride. During 1952 and 1953, the price of 
phthalic anhydride in Europe was 11 cents to 13 cents a pound, against a domes- 
tic price of 22 cents per pound. 

Domestic production of phthalic anhydride averages about 250 million pounds 
annually and requires 350 million pounds of naphthalene for its manufacture. 
In 1951 there were 9 domestic makers of phthalic anhydride, indicating the 
highly competitive domestic nature of the product. The domestic production 
of naphthalene in 1951 totaled 356 million pounds for ail purposes. During 
World War ITI, the shortage of naphthalene and, consequently, of phthalie an- 
bydride was so acute as to compel the Government to msintain strict allocation 
of these intermediates so that the very large military demands could he satisfied. 

If the domestic price of naphthalene declines to a point where it is unprofitable 
to isolate it, the distiller of coal-tar leaves it, as an ingredient, in the creosote 
oil. The quantity of naphthalene for the manufacture of phthalic anhydride 
can be made available just so long as the market price justifies its recovery. 
Naphthalene for industrial processes (paragraph 1651 of the Tariff Act), is on 
the free list. Domestic naphthalene sells for 6% cents per pound and the com- 
parable grade in Europe sells for 314 cents per pound. The combination of modern 
phthalic anhydride units, many of them built with ECA founds, the availability 
of low-cost naphthalene (particularly from Czechoslovakia), and chemical plant 
labor at hourly rates approximately one-fourth of those paid in the United 
States, accounts for the availability of phthalic anhydride in European markets 
at prices approximately 50 percent of domestic prices. 

European manufacturers have already taken the step of converting naphtha- 
lene to phthalic anhydride. The next step is to convert the phthalic «nhydride 
to a series of more advanced products, such as alkyd resins, intermediates for vat 
dyes, or the vat dyes themselves and plasticizers. They are well qualified to take 
this step. They manufacture all of these products in Europe in substantial 
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quantities—it would merely require an increase in manufacturing capacity to 
make available sufficient quantities of any of these to supply the American 
market. 

If foreign manufacturers, including the Japanese, should elect to start crack- 
ing the domestic market for coal-tar chemicals, the first move might well be to 
drive the domestie producers of phthalic anhydride out of business. Substantial 
quantities are already being imported currently from Europe and Japan. 

The manufacturer of phthalic anhydride is a highly compiex and hazardous 
engineering achievement. It requires special equipment and operative “know- 
how”, which would be quickly lost if the units were compelled to shut down. If 
a manufacturer of phthalic anhydride were compelled to shut down his manu- 
facturing units because of foreign competition, his personnel would be dispersed 
and quickly lose the technique required to operate this complex chemical process. 
None of the domestic manufacturers could justify maintaining idle units for 
an indeterminate period, where he has a substantial investment, with no return 
to the owners. He would also be reluctant and unwilling to reestablish the 
manufacture of this intermediate until such time as the danger or threat had 
been removed. If this shutdown were to last over a long period, the unit would 
deteriorate to a point where it would be very expensive to rehabilitate, both in 
equipment and personnel. 

This outline merely illustrates the effect on the domestic industry by rhe loss 
of control to foreign producers of the manufacture of one key intermediate and 
its effect on national security. This could happen with equally disastrous results 
if the subject under discussion were aniline, chlorobenzene, nitrobenzene, phenol, 
or any of the basic intermediates essential to the manufacture of coal tar prod- 
ucts, pharmaceuticals, WMastics, rubber chemicals, explosives, insecticides, fungi- 
cides, or chemicals for petroleum. 

2. Sodium perborate.—Imports are classified in paragraph 5 of the Tariff Act 
and are presently dutiable at 12% percent ad valorem. This rate was reduced 
at Torquay from 25 percent ad valorem effective from June 6, 1951. 

A considerable effort has been expended upon the development of a United 
States market for domestic sodium perborate in household bleaching eampounds, 
leading to its acceptance. Now that the market is established, foreign manu- 
facturers have stepped into the supply picture to a considerable degree. They 
have attained competitive importance by low-priced offerings, some recently as 
low as 5 cents per pound below the domestic material price of 19.5 cents per 
pound. From filling 4 percent of the United States consumption in 1950, imports 
have steadily risen, satisfying 16 percent in 1951 and 27 percent in 1952. It is 
atnicipated, as things now stand, that imports may take in as much as 57 percent 
of the market for 1953. 

3. Epsom salts (magnesium sulfate).—Paragraph 49, Tariff Act of 1930, as 
amended. Duty reduced the full 50 percent at Torquay, effective 1951 from % 
cent per pound to % cent per pound. 








Imports 
Quantity | Value 
Pounds 
ann oe : nenpecgennenese 3, 923, 298 $45, 233 
1951... ads ‘ 5, 093, 909 59, 373 
1952 i aveisiliben 9, 184, 569 113, 788 


Importations of epsom salts come into this country at the major eastern 
and gulf ports. The member, who gives us this example, writes that 70 percent 
of his epsom-salt business is close to these ports and that he is not able to 
compete pricewise in these areas. Here is a tabulation of his delivered costs 
per pound of U. S. P. quality to five major ports: 


Boston, Mikes. 2.3 eso Sees Ba ee toe $3. 215 
SR igs Ss doo etl eee eis 3. 925 
Mar Wer, Mo cncbecere eh ee eee a ee eee 3. 205 
Baltimore, Md____--_-~-- ots Geist beh bee a Ie 3. 205 


Gbieert, ees ss a5 ee i. 0 ne ae 8. 3575 
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Against this, here is the tabulation showing delivered costs per pound of the 
foreign product at these same ports, including duty: 


Boston, Mass__--- eaniein cient eB mt Be Eee oi $2. 61 
Tampa, Fla aceite iz ; ; pana on 3. 22 
WOW wees IN itelesecises dic don ccion ews wedtionen ek eee ee 2.30 
i i a lip dese lii “i ll iene sat’ in OO 
IG SNM i tasictinsencaiencnig etic cicasageincion Bivtirss evel poprncdaliess ; s 2. 45 


As a result of this competition from abroad, our member's production of epsom 
salts shows the following trend: 


Pounds 


1950 = : ae! d ‘ woe 46 85, 750, OOO 
IR hil dkdn Se EL TRI stellate deans ily Sod dl lrdican a tesdalans eal é 75, 977, S70 
I hte csiche eininliiip teicher citar niece pe eeMinttl De ciate TR De tS at lke ih ceed ._ 67, 667, 559 


The member reports that 1953 sales are below that of the comparative period 
of 1952. This has resulted in the discharge of employees in that department. 
In addition to this direct effect on one of his plants, the cost of producing related 
products, such as calcium chloride, has been increased. The epsom-sale price 
is close to the break-even point and he cannot absorb freight charges or reduce 
the price. If this business continues to fall off, his calcium-chloride price will 
be reduced to a break-even point and he may be forced to discontinue the pro- 
duction of both epsom salts and calcium chloride. 

4. Medicinal alkaloids.—Formerly classified under paragraph 5 of the Tariff 
Act of 1930 at 25 percent ad valorem duty and reclassified on January 6, 1948, 
under paragraph 34 with a rate of duty which had been reduced effective Janu- 
ary 1, 1948, at Geneva from 10 to 5 percent ad valorem. 

Prior to and especially during World War II, a segment of the chemical indus- 
try produced a full line of important medicinal chemicals, commonly known as 
alkaloids. These drugs were supplied in substantial quantities for use by the 
armed services, as well as for civilian medica] practice. 

These drugs included emetine, atropine, hyoscine, hyoscyamine, pilocarpine, 
colchicine, digitoxin, saponin, asparagin, and acomitine, some of which are of 
crucial and vital importance in certain disease conditions. 

Owing largely to the combination of a tariff concession and a highly contro- 
versial reclassification of these drugs by the Customs Bureau, thereby reducing 
the duty from 25 percent ad valorem down to the negligible figure of 5 percent 
ad valorem, the production of these alkaloids has almost entirely ceased and 
many of the production staff heretofore devoted to that work have been dis- 
missed and compelled to seek employment elsewhere. 

The result is that the American medical needs for these essential drug prod- 
ucts have to be supplied almost completely from foreign sources, upon which 
this country would now be largely dependent if an emergency arose. 

Furthermore, the European manufacturers of these drugs are not only largely 
supplying the requirements of the United States but also markets throughout 
the rest of the world, which heretofore, at least in part, were supplied from 
this country. 

(b) The Manufacturing Chemists’ Association does not include in its mem- 
bership the producers of that segment of the chemical industry which manu- 
facture synthetic textile fibers. For that reason, in answering the second question 
asked by the Honorable Wilbur D. Mills, I prefer to quote two paragraphs from 
the brief submitted on May 16, 1950, by the Rayon Yarn Producers Group to the 
chairman of the Committee for Reciprocity Information. As background data, I 
would like to call attention to the fact that the postwar boom in the activity 
of the textile industry lasted through the year 1948, which was a year of high 
level domestic production and imports. Domestic production of viscose rayon 
staple fiber was at more than 260 million pounds and imports at 38.7 million 
pounds. This activity broke in 1949 and the market became soft. I now quote: 

“Domestic production in 1949 dropped to 195 million pounds. The market 
was saturated. The mills were stocked with imported staple. The imported 
staple was sold on firm orders and the mills had to take it in. Domestic staple 
was not so sold. As a result, imported staple was used before the domestic 
production, causing a curtailment in the industry here of approximately 50 
percent of production which lasted for several months. 
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“The imported staple replaced domestic staple during the period of curtail- 
ment of production and contributed to the loss of employment and wages during 
the period of curtailment. This is a specific example of injury to the domestic 
industry which was forced to curtail production in 1949.” 


The Cuarrman. The committee will stand adjourned until 1: 30. 
(Thereupon at 12:25 p. m., a recess was taken until 1: 30 p. m., the 
same day.) 


AFTER RECESS 


The Cuarrman. The committee will come to order. 
The first witness is Mr. Thomas D. Rice, executive secretary, Massa- 
chusetts Fisheries Association, Inc., Boston. 


STATEMENT OF THOMAS D. RICE, EXECUTIVE SECRETARY, MASSA- 
CHUSETTS FISHERIES ASSOCIATION, INC., BOSTON, MASS. 


Mr. Rice. Mr. Chairman and members of the committee, my name is 
Thomas D. Rice. I am the executive secretary of the Massachusetts 
Fisheries Association, Inc., secretary of the Federated Fishing Boats 
of New England and New York, Inc., and a member of the board of 
directors of the National Labor-Management Council on Foreign 
Trade Policy. My association is also a member of the Nationwide 
Committee of Industry, Agriculture, and Labor on Import Export 
Policy. I have been authorized to speak for, and in behalf of the 
Gloucester Fisheries Association, Inc., the Gloucester Fishing Ves- 
sel Owners Association, Inc., the San Juan Fishing & Packing Co. 
of Seattle, Wash., the Off Shore Fishing Vessels Association of Astoria, 
Oreg., and several other concerns and individuals actively engaged 
in commercial fishing in the States of Washington and Oregon. 

As the representative of this entire group, I earnestly solicit the 
committee’s studied consideration of H. R. 4294 which offers certain 
changes, amendments, and necessary adjustments in the Trade Agree- 
ments Extension Act. I wish to support and endorse the testimony 
of all the witnesses who have appeared before you urging the adop- 
tion of H. R. 4294. In the interests of brevity my testimony will be 
restricted to a discussion of three of the proposals contained therein. 
The other features of this bill have already been discussed in detail 
by previous witnesses and will be further discussed by witnesses who 
have yet to appear before you. 

I petition first that the peril point and the escape clause provisions 
of the present act be retained, subject to the modifications contained 
in H. R. 4294, The fishing industry has repeatedly and justly argued 
its case befor the United States Tariff Commission. It has based a 
great deal of its argument on the contention that the terms and con- 
ditions of both the escape clause and peril point provisions. definitely 
applied to our situation, and that the Commission would have been 
justified in recommending much needed relief for our domestic fishing 
industry. However, the political philosophy of the day outweighed 
the concrete and undeniable evidence of impending industrial chaos 
and the Commission has repeatedly rendered decisions against us. 
Nevertheless, those in my industry feel that both of these provisions 
should be retained and be permitted to function on an equitable and 
nonpartisan basis. 
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I strongly favor the recommendation made in section 3 of H. R. 
4294 which calls for the elimination of the clause— 


serious injury to the domestic industry producing like or directly competitive 
articles— 


and the substitution in place thereof— 


unemployment of or injury to American workers, miners, farmers, or producers, 
producing like or competitive articles, or impairment of the national security.” 
I have good and substantial reasons for urging this important 
change. Imports of the species of fish with which I am Soeeily 
concerned, namely, groundfish fillets, amounted to 9 million pounds 
in 1939, 43 million in 1945, and they jumped to 87 million pounds in 
1951 and advanced to an all-time record high of 107 million pounds 
in 1952, an increase of over 1,000 percent since 1939. 

I might add here that that 107 million pounds of fillets represents 8 
total foreign production of over 250 million pounds of groundfish. 

When it became evident that the volume of imports would continue 
to increase year after year, members of my group arranged to appear 
before the Committee on Reciprocity Information and apprised the 
committee of the need for suitable safeguards to prevent deterioration 
of the domestic industry. We asked for an increase in the tariff rate 
and annual limitations on the amount of imports allowed to enter 
this country. When the volume of imports continued to mount we 
became apprehensive and appealed to the Tariff Commission in 1947, 
alleging that groundfish fillets were being imported in such quantities 
as to seriously injure the domestic industry. 

We were compelled to appeal to the Commission again in November 
1951, when it was apparent that the volume of imports were approach- 
ing flood stage and the stability and economy of the American mar- 
ket was seriously threatened. In all three instances we were em- 
phatic in declaring that there was a definite place for a reasonable 
amount of imports in the United States, but the quantity should be 
pegged so as not to place the domestic industry in jeopardy. In all 
three cases we submitted undeniable evidence of the disintegration 
of our laboring forces. We told of the decline in domestic produc tion 
due to the lack of investment incentive, with respect to the construc- 
tion of new fishing vessels. 

We cited evidence indicating a sharp decline in the number of ves- 
sels in active service because of obsolescence or transfer to other coastal 
areas where the opportunity for this type of operation appeared to 
be, at least temporarily more attractive. We cited statistics which 
clearly showed a decline in the number of fishermen manning the re- 
duced number of boats fishing out of the port of Boston. We gave 
factual evidence of the steady ‘decrease, year after year, in the number 
of shore workers employed in Boston processing plants. In spite of 
all this indisputable evidence, the Commission decided that “there was 
no threat of serious injury confronting the New England industry” 
and consequently ruled accordingly. Hence we contend that the 
Tariff Commission should have the power to judge a case on evidence 
of “injury or unemployment” rather than be forced to wait for evi- 
dence of “serious injury. 

I support the suggestion which would reduce from 1 year to 6 
months the time within which the Tariff Commission must make its 
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report under the escape-clause procedure. World trade and com- 
merce are conducted with such rapidity and efficiency in this modern 
age, that evidence and statistics supporting the case of a domestic in- 
dustry currently before the Commission becomes as stale as yester- 
day’s newspaper in the light of new and more ominous evidence of 
even greater Injury occurring in that period between the beginning 
of the investigation to the moment in which the Commission renders 
its decision. In all fairness, the domestic industry is entitled to a 
decision as speedily as possible. 

My industry endorses that provision of the bill which makes it man- 
datory on the President to follow the peril point and escape clause 
recommendation of the Tariff. Commission. 

That section of the Trade Agreements Act which .presently limits 
increasing the rate of duty to no more than 50 percent of the pre- 
vailing rate offers no equitable solution to our import problem. The 
highest rate of duty on foreign commodities identical with those pro- 
duced in my area is 21% cents per pound. This low rate presents no 
barrier whatever to the importer, particularly with respect to those 
countries that have subsidized their commercial fisheries through the 
granting of Government long-term loans and pricing subsidies. 

My industry favors the elimination of the restriction which pre- 

rents increasing by more than 50 percent the rate of duty existing on 
Prine 1, 1945. 

The fishing industry needs all the protective measures it can ob- 
tain. The competition from foreign manufactured fillets is slowly 
but surely forcing the domestic industry completely out of business. 
So much has happened within the last 5 months that the industry is 
at present exerting itself to the utmost to marshal its forces in a des- 
perate effort to stave off certain extinction. We have filed a petition 
with the Tariff Commission for a new investigation because of the 
ruthless manner in which foreign fish fillets broke the American mar- 
ket and inflicted upon our industrial economy the heaviest blow it has 
ever experienced. 

In 1939 there were only three countries exporting frozen ground- 
fish fillets into the United States. In 1952 there were fourteen. One 
country in particular has increased its frozen fillet export business by 
over 2,000 percent within the last 3 years. This past winter the frozen 
fillet produc tion of this and one other country were dumped on to the 
American market in such quantities and with such impact that every 
other competing country was temporarily forced out of all markets 
just as abruptly and definitely as was the domestic producer. The 
entire fisheries economy of all nations competing in the United States 
was thrown out of line, checkmated and completely stalled. 

Let me give you a vivid example of what happened in Canada and 
New Engl: and during this crucial period. Canadian and American 
freezers were filled to capacity in anticipation of orders to be placed 
during the winter months. When these foreign produced fillets over- 
whelmed the domestic market, prices broke sharply. The daily fresh 
fish arrivals in Canadian ports were filleted immediately or packed in 
ice, dressed and whole as they were, and shipped in their fresh state 
to Boston, New York, Phil: adelphia, and whatever other markets were 
available. The Boston prices for market cod and other species have 
been consistenly higher than prices paid for the same commodities 
in Halifax, Nova Scotia, and all other Canadian ports. The result was 
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that Boston was deluged with whole cod that could be bought for 4 
cents per pound, as agains sta morning auction price of Sl 2 cents per 
pound for the same specie sold that day through the New England 
Fish Exchange. Fresh Canadian cod fillets were offered at 11 cents 
per pound, whereas the cod bought in Boston, produced by Boston 
boats, filleted by Boston processors cost 23 cents per pound off the 
knife before other incidental charges were oan led. 

There was a corresponding series of reactions in all the fresh fish 
producing areas in the United States. Those Northwestern States 
bordering on the Pacific Ocean, producers of halibut, salmon, and 
cod-like fillets suffered heavy financial losses because of forced liqui 
dation of their inventories. Boats were kept in port since there 
was no market for their production. Producers of fresh-water fish 
in the Great Lakes area were compelled to unload under distressed 
market conditions. The fishing port of Gloucester, once the healthiest 
and most active fishing port in the Nation, found its produce dras- 
tically underpriced by foreign merchandise in all its major markets. 
The great port of Boston, where America’s commercial fishing indus- 
try was born, found its frozen inventories unwanted unless prices 
were sharply reduced so as to compete with the foreign fillet. As a 
result Boston has suffered, what may well be termed ‘finance ially, its 
most disastrous yea 

During the months of November, December, and the first part of 
January, Boston has traditionally reduced its working force because 
of the prevailing lack and high prices of fresh fish due to scarcity of 
supply. The latter part of January the working force is augmented 
considerably so as to handle the heavy influx of landings that com- 
mence in the middle of January and continue in great ‘supply until 
the end of March when it begins to taper off to normalcy. In other 
words, hirings and landings coincide pretty much with the advent 
of the lenten season which has always been the busiest period of the 
year for the fishing industry. This year we witnessed for the first 
time in its industrial history the strangest phenomenon of all time. 

There were the usual layoffs in November and December, but there 

was no rehiring in January, February, or March; on the contrary, 
there were additional drastic personnel on even though fresh fish 
landings were unusually high. One factor alone was responsible for 
this condition. The dumping of foreign fillets at extremely low prices 
which is turn reduced considerably the value of domestic frozen inven- 
tories. The combination of the two caused a nationwide market col- 
lapse with consequent. serious losses to not only New England pro- 
ducers and processors, but to others engaged in like operations 
throughout the country. Since this ruthless exploitation of the do 
mestic market has now a history, we contend that history can 
and will repeat itself next year, the year after, and for years to come 
unless the United States Geumenued recognizes immediately the 
need for suitable protective measures to guard against the total col- 

lapse and complete disintegration of our domestic industry. 

I wish to impress upon the committee that the fishing industry of 
the United States is totally and completely at the mercy of the 14 
countries exporting ground fish fillets to the United ates. My in- 
dustry feels that the amendments set forth in H. R. 4294 constitute 
a start in the right direction. We therefore heartily recommend and 
urge its unanimous approval and adoption. 
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The Cuatrman. Is that the end of your statement, Mr. Rice? 

Mr. Rice. Yes, sir. 

The Cuarrman. Are there any questions? Mr. Mason. 

Mr. Mason. I just want to say simply this, that we have had a 
stream of witnesses in the last couple of days, every one of which have 
told the same story about the different industries being injured defi- 
nitely, having appealed for aid, and having been turned down, every 
single one of them, no matter how good their case was. Yours is just 
one more sample. 

Mr. Rice. Thank you. 

The Cuatrrman. Mr. Goodwin will inquire. 

Mr. Goopwin. I certainly want to commend you, Mr. Rice on a very 
fine statement, and one which is very impressive in its arguments. 
I know that this problem is one which is very near to your heart. I 
recall a little while ago you thought the situation was so drastic that 
you caused a meeting of the New England congressional delegation to 
be called here in the Capitol. 

Mr. Rice. That is right, sir. 

Mr. Goopwin. From which I hope something eventually may come. 
It points up, and you have certainly done it very splendidly, the con- 
dition in which we find ourselves in New England. I have some- 
times felt that there was almost a disposition on the part of the Gov- 
ernment to fence New England out. Talking about fencing somebody 
in, it was a disposition to fence New England out. We know what 
has happened to our shoe industry, what is now happening to our 
textiles, and you have brought us the case of the fisheries which for all 
these years we have considered as one of our basic industries. You 
point out what might very well happen, in which case that fine monu- 
ment at Gloucester to honor those “who go down to the sea in ships” 
would be completely meaningless to tourists and visitors who come to 
our fine north shore towns. 

It gives us, I suppose, scant satisfaction to realize that if another 
industry like the fisheries should be taken away, we would still have 
left recreation and our educational institutions. But with only 
those two things left to Massachusetts and to New England, it would 
be a sorry commentary on what might have been, if some way, some- 
how, we could have adhered to the old ancient landmarks of New 
England and our time-honored philosophies of government and eco- 
nomics so that our original and ancient industries could have been 
preserved. 

I commend you, sir, for your splendid effort to do what you can 
to see that our ancient industrial prosperity is preserved. 

Mr. Rice. Thank you, Mr. Geodwin. 

Mr. Saptak. Mr. Chairman. 

The CuarrmMan. Mr. Sadlak will inquire. 

Mr. SaptaKk. Mr. Rice, this might be an unfair question and I never 
want to take an undue advantage of any witness, but can you tell me 
any reason why the clambakes in Massachusetts and Connecticut were 
short of baked clams? Did the reciprocal trade agreements have any- 
thing to do with that? 

Mr. Rice. Clambakes? 

Mr. Sapiax. During the summer we have these fine New England 
clambakes. 
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Mr. Rice. We are not short of them, Mr. Congressman. We had too 
many politicians to eat them. 

Mr. Sapiak. I repeat again, I never desire to take unfair advantage 
of a witness. 

The CuarrMAn. Mr. Rice, you made a very fine statement. I have 
a very important fishing group on Lake Erie. 

Mr. Rice. That is right. 

The CHairMan. We havea good deal of « ompetition there. 

Mr. Rice. All the fish they produce there for the Jewish holiday sea- 
son was so drastically under price at retail that nobody in your 
area made any money this year. 

The Cu AIRMAN. ‘T hat is right. Could you tell me about how many 
fishermen and people connected with the domestic fish market there 
are ¢ 

Mr. Rice. You mean throughout the country ? 

The CuarrmMan. Yes. 

Mr. Rice. I think we have estimated fishermen alone at something 
like 25,000. 

The Cuarrman. I know what it has done to us. We have had our 
fishing port tor a le ng time, and man’ people had to move and go to 
another fishing district. Of course, their investment disappears, and 
that disrupts everything. After all, the payroll of these fishery peo- 
ple is an important thing to the community in which they live, is it 
not ¢ 

Mr. Rice. Yes; that is right. 

The Cuatrman. Is it not true—and you are speaking of course for 
those who go out to the sea in ships as my friend says—they consti- 
tute a very solid, substantial type of citizenship, do they not ¢ 

Mr. Rice. Indeed they do, sir. 

The Cuarman. Is it not true that the foreign competition they 
have is manned by lower-paid people? Do your people come under 
the merchant marine regulations with regard to the number of crew 
and all that on your ships? 

Mr. Rice. No, we do not come under that, because all of our crew 
share on a share basis. 

The CuHarrman. That is right. I remember now. 

Mr. Rice. There are no wages. 

The Cuarrman. All along the coastline, 

Mr. Rice. Yes, sir; in most ports, 

The Cuamman. We thank you for your appearance and the contri- 
bution you have made. 

Mr. Rice. Thank you. 

The CHarrMan. The next witness is Mr. Harry H. Cook, president 
of the American Flint Glass Workers Union, AFL, of Toledo. 


STATEMENT OF HARRY H. COOK, PRESIDENT, AMERICAN FLINT 
GLASS WORKERS UNION, AFL, TOLEDO, OHIO 


Mr. Coox. Mr. Chairman, my name is Harry H. Cook, international 
president of the American Flint Glass Workers Union of North 
America, AFL, in) behalf of that Organization al d its 55.000 members, 

The CuatrmMan, So you are speaking for 35,000 people, are ‘you / 

Mr. Cook. Yes, s1r, members of our organization, 1n addition to 
those others that are not affiliated. 
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The CHatmman. Thank you. 

Mr. Coox. Mr. Chairman, and members of your honorable com- 
mittee, for many years, the organization on whose behalf I present 
this brief, the American Flint Glass Workers Union of North Amer- 
ica, has been compelled, as a matter of economic self-preservation, to 
interest itself in tariff legislation. 

For more than 40 years, our or eee has been sending its repre- 
sentatives to Washington to present our case and plead for justice 
and fair play, when recurrent attacks on ‘ustifiable tariff barriers have 
seriously threatened the American glassware industry with which our 
union is associated. 

This time, we find it necessary to again visit Washington, not only 
to seek to combat efforts which are being directed at cutting away 
the few last barriers which still feebly dam the flood of unfair com- 
petitive imports from inundating ours and many other industries, 
but to combat an imported made in Britain slogan, “Trade, Not Aid.” 

Slogans are sometimes difficult to overcome. And, as it sometimes 
happens, they can express something intangible which is easier to 

say and hear than to think about. However, even 7 the face of the 

nonumental support which the imported “Trade, Not Aid” slogan 
has received from powerful economic interests, to say nothing of 
the newspapers, magazines, radio and television, I am convinced that 
members of Congress, the State Department and the administration 
will not lightly dismiss our reasoning, but will give us a fair and 
objective heari ing. 

Our union has a long and honorable reputation for being thoroughly 
democratic. We only teach and preach democracy in our union, but 
we make a sincere effort to practice it. Thus, we believe that it is up 
to us, as good Americans, to do everything in our power to give the 
other democratic nations of the world our moral and reasonable finan- 
cial trade and aid support. 

I submit to you that we have done a fairly respectable job, both as 
to aid as well as trade, ever since the close of World War II. When 
Europe was prostrate at the end of the war, with her industries, in 
many instances, a disorganized and ruble-strewn mess, our Nation 
was the only one which possessed the industrial plant and productive 

capacity to supply the urgent needs of the stricken countries. 

What this meant to American industry is no secret. Many indus- 
tries which had little, and in some cases no export trade, suddenly 
found themselves in the export business in a big way. There is not 
the slightest doubt that the industries which found their net profit 
mounting, as a result of their expanded or new export business, liked 
it. Stockholders like it. The workers employed in these industries 
liked it, and nobody blames anybody who likes prosperity. We all 
like it. 

During these early days of European industrial rehabilitation, the 
nations which had suffered most from the war had little or nothing 
to export. Thus, there was accumulated what has come to be known 
as the dollar gap, one of the devices now being eloquently used by 
those who are exploiting the “Trade, Not Aid” program. This also 
provided the American exporter with an opportunity to secure, at 
least temporarily, other fields for his products, and he like this, too. 

American exports not only found their way into the nations of 
Europe, but, because European exporters were unable to meet the 
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wants of South American nations which they normally supplied, found 
an additional market for their goods. The American export market 
was looking up. The exporters not only liked their new or expanded 
markets, but they determined that they would make a strong effort 
permanently to hold their gains. 

As the months passed and European industry revived, t began to 
seek out its former normal prewar markets. It was A to regain 
many of these markets, because its product was either scauath g 
which could not be obtained elsewhere, or, as was the case in this 
Nation, because our normal tariff barriers had been lowered to the 
point where European goods could successfully compete with many 
American industrial products, 

Naturally, American industries, which felt the pinch of unfair im 
port competition, felt that they had the right to ask their Government 
to protect them from the impact of goods which were damaging the! 
industries, in some instances, almost to the point of destruction. 

It was particularly painful to American industries, one of which 
was the glassware industry, to find their backs against the wall, suiler 
ing from competition which came not only from friendly democratic 
European nations, but in large measure from nations behind the 
Iron Curtain. 

It was obvious that the Iron Curtain was only iron for American 
exports, other than strategic materials desired by the Communists. 
The Iron Curtain industries sent their imports to us through a flimsy 
or nonexistent curtain. It was a one-way street so far as this Nation 
was concerned. The green light was shining brightly for imports 
from Soviet satellite produc ts. 

And then, when aroused American industries, which were suffering 
from the terrific impact of unfair import competition, stated their 
grievances and urged their Government to protect them in the unequal 
struggle, alleged economic “experts” were rushed into the act to prove 
to these people that unless they could devise ways and means to meet 
the unfair competition, they were “fringe” industries and didn’t de- 
serve to live, so to speak. 

If my knowledge of economics is not too darkened by the fact that 
I have a strong desire to preserve the job and work opportunities of 
thousands of members of my union by defending the glassware in- 
dustry which employs them, I would like to observe that ‘fringe indus- 
tries are not condemned to death by economists or “experts.” Fringe 
industries perish from their own economic shortcomings. 

As an illustration, both the horse car and the electric trolley have 
departed from the American economic scene without destroying either 
transportation or the production of kilowatt-hours of electricity. 
Conversely, nobody believes that television will destroy the motion- 
picture industry, anymore than people are worried lest the bicycle 
replace radio. 

These statements are not made in any spirit of levity. I fail to find 
any mirth in the attempts which are now being made by certain 
American industrialists, economists and politicians to play favorites 
and, either through indifference or ignorance, perform a notable dis 
service to their own Nation and their fellow-Americans. 

Actually, what the “Trade, Not Aid” program boils down to is the 
fact that certain American industries, in their eager anxiety to pre- 
serve and enlarge their export positions, are willing to sell less for- 
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tunately placed American industries down the economic river. ‘They 
seem to believe that wha helps them, although it may actually harm 
millions of Americans, will help the Nation. 

Every clever device that supposedly intelligent men can dream up 
is being thrown into the effort to save the export market for a group 
of purblind industries. Words, catch words and slogans, even those 
the exporters have to import, are being used in the apparent hope that 
the peop le, the members of Congress and the administration will be 

by the avalanche of verbiage. 


overwhelmed 

All fae sok in the book, such as democracy, friendly nations, dol- 
lar gap, fringe industries, communism and others, are being used to 
win what well may prove to be a pyrrhic victory for not only the ex- 


porters, but for all Americans. 
How foolishly hardhearted unreasonable internationalism can be- 


come is aptly contin ited by the words of an editorial on April 11, 
1953 in a ne oe ‘ which boasts of being “one of America’s Great 
Newspaper 


C ommenting on the Simpson bill, this paper says: 

“The Simpsc on bill is a dangerous one at best. It would dangerously 
handicap any program of trade concessions intended to help other 
nations achieve economic stability. It would bar lowering any tariff 
that would cause or threaten ‘unemployment of or injury to American 
workers, miners, farmers, or producers’.’ 

These are plain words. This paper says the Simpson bill is danger- 
ous at be ‘st, because it would bar lowering any tariff that would cause 
unemployment or injury to American workers, miners, farmers or 
producers. It plainly says that it is more important to grant trade 
concessions in order to help other nations achieve economic stability 
than it is to safeguard and stabilize our American economy. Frankly, 
I think that it almost plainly says that American industry, workers, 
miners, farmers and producers can go to—the polite word is the devil. 

Assuming that there may be some truth in the charge that some 
Congressmen wish only to protect the important industries in their 
home districts, and this is understandable, isn’t it stretching the point 
when the full inference is that Congressmen are only concerned with 
their own districts and are Chicagoans, Detroiters, Clevelanders or, 
in a word, people of narrow sectionalism, rather than Americans. Not 
even the Members of Congress are immune to the detractions of the 
people who ask the most and expect the most of the gentlemen who 
make our laws. 

It is my belief that none of the industries, which are already affected 
by unfair import competition, and who may be damaged still more if 
tariff barriers are lowered beneath their present boundaries, are seek- 
ing any special favors at the hands of their elected representatives. 
Speaking solely for my own union, [ can say with pride that we have 
never asked for any special or preferential treatment. We ask now, 
as we have asked before, for justice and the job opportunities for our 
people, and we are not associated with a fringe industry. 

Granted that European nations must export certain of their goods 
and that we are in a position to purchase them, isn’t it true that im- 
port: tic m can and will damage our economy if cheaply produced com- 
modities are allowed to flood our domestic market and outsell similar 
Amer} an coods produced by American workers ? 
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Isn’t it a fact that, when unfair import competition makes itself 
felt, it slows down or even stops American production ¢ 

When this occurs, workers are laid off, unemployment results, pur- 
chasing power is curtailed and we find ourselves reaping a harvest of 
economic evils, because we gave trade concessions to stabilize other 
nations and thereby created economic instability for ourselves. 

We recognize that this is a complex problem which today iS more 
baflling and frustrating than ever before. At the same time, we can- 
not help but feel that this is part of the price which we must all pay 
for living in the world at a time when our earth is torn between the 
conflicting paradox of Godless and slaving communism on the one 
hand, and the freedom of democracy on the other. 

But even as we recognize the inherent conflict between two basic 
and conflicting philosophies, we cannot subscribe to the belief that 
the way to promote economic stability in other democratic nations 
is to court the disaster of endangering and undermining our own 
economic position. We still feel that we owe our first duty to our- 
selves, even as we recognize the urgent necessity of helping others who 
are de pe ndent upon us for both economic and milit: ary aid. 

Frankly, we fail to see what will be gained, if, in the course of 
lessening the dollar gap in Europe we are forced to expend the dearly 
bought dollars on our own needy. 

The only request that I make is that Congress weigh well all of the 
sides of this many-sided and complicated problem and not create a 
great national problem while atte mpting to solve another and admit 
tedly serious economic situation for fri iendly nations who still need 
our continued aid. We know the need for presenting a strong and 
united front to the challenge of aggressive and imperialistic commun- 
ism. 

It impresses us that our enemies must find a great deal of satisfac- 
tion and a firm basis for their hopes of ultimate success, when they 
observe us in bitter controversy over the prob ‘lem which the “trade, 
not aid” program presents. It must be a truly inspirational spec- 
tacle for our avowed enemies to observe one aie rae American in- 
dustrialists trying to cut the throats of another group of American 
industrialists in order to make a deal which would save their export 
market while open wide the doors for unfair import competition. 
Possibly, this was one of the things Kar] Marx had in mind when, in 
his book Das Kapital, he asserted that every economic system contains 
within itself the seeds of its own destruction. 

We deeply appreciate the fact that the tariff problem presents 
many baffling and complex sides in view of the state of the world today, 
yet, we cannot he Ip b ut remind you that the question of protecting 
economically sound and deserving American industries is one of long 
standing, even before oaaid events compelled American isolation m 
to evolve into internationalism. 

Thus, I have returned to the po 
fact that for 40 years our union 
in the shape of protection for the American Cr industry with 
which we are associated. 

The fact that our union has endured for so many years, even in 
the face of some rather desperate tariff proposals, should not only 
be proof of our durability, but should be evidencé to you, to whom 
this is directed, that we have asked for no special favors. All we have 
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ever sought, all we wish now is economic justice and protection of 
the employment of our people. 

We believe that Americans possess a strong sense of and desire for 
fair play. Hence, we ask that you not allow. yourselves to be swayed 
by the fine-sounding “Trade, not aid” slogan, but investigate, con- 
sider, and judge our intention in the light of well-established facts. 

If you do as we urge, we believe that a wise and just decision will 
result and that the jobs and welfare of our people and 25 to 30 mil- 
lion other Americans will be amply safeguarded. 

We earnestly request that you support and report favorably on 
H. R. 4294, known as the Simpson bill. We have in recent years been 
in a position from which we could and did observe the administra- 
tion of the escape clause of the trade-agreements law. 

What we "haste observed has been very discouraging. The Tariff 
Commission in its majority expression has rejected two-thirds of the 
applications brought before it. The President killed 50 percent of 
the remainder, so that as far as a remedy is concerned, the present 
escape clause, as it has been administered, is simply a farce. 

Over half of the applications that were rejected by the Commission 
were decided on party lines. Thus the bipartisanship of the Com- 
mission is no help. 

We feel strongly that the Simpson bill, or something very nearly like 
it that will greatly improve the administration of the escape clause, 
is absolutely necessary if we are to receive any benefit at all from the 
escape clause. We repeat, therefore, that we hope that you will report 
H. R. 4294 favorably. 

The CuarrMan. Does that conclude your remarks? 

Mr. Coox. I have a brief statement to make, Mr. Chairman, in sub- 
stantiation of our brief. 

The records in our international office, which are very accurate, 
T consider, show that in January 1957 there were a total of 15,305 
highly skilled glass craftsmen employed at their trade. In January 
1940, the same group, same class of craftsmen, there were 13,990 em- 
ployed at their trade. Many of these reported as being employed at 
' their trade were employed on a part-time basis. 

In January 1953, which is the present period, we find in the same 
group 10,260 employed, or a decrease of 5,045, or in other words, a 
decrease of 33 percent in employment since January 1937. 

We like to feel that our industry is reasonably progressive. It is 
one of the Nation’s oldest industries. I am referring to that part of 
the American industry that we are vitally interested in and speaking 
for at this particular time. 

We find that in 1937, an estimated population of the United States 
of 129,275,000; in 1940, according to the census taken 131,669,275, and 
in 1953, an estimate made in March of 159 million. We find that even 
though there was an increase in the population of the United States 
of 23. percent from 1937 to 1953, the employment of our highly skilled 
workmen decreased 33 percent. In place of keeping abreast of the 
increase in population, we have gone backward. 

Mr. Chairman, there are quite a number of those things that I 
would like to present here, but I know you are pressed for time, and 
I do not want to impose upon you. I do want to present here a chart 
which sustains our contention that it is very difficult for the American 
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handmade glassware industry to meet this continuation of importa- 
tion from abroad. 

This chart shows that the average wage of our people in this par- 
ticular branch of the industry is $1.54 an hour. It is 46 cents an 
hour in England. In France it is 40 cents per hour. In Belgium it 
is 37 cents per hour. In West Germany, it is 35 cents per hour, and 
in Japan 19 cents per hour. And the imports from there are getting 
worse. 

I recall a few years ago when we felt the impact of Japanese im- 
ports so badly that we had demonstrations throughout the country in 
the form of bonfires in which they burnt up imports from that coun- 
try. We do not want to get into that sort of situation again, and we 
ask you to please weigh what we have presented here and give us the 
protec tion that this good American industry is deserving of. 

The Cuamman. Mr. Cook, we are very much interested in your 
statement. I notice one of your competitors is England; is that right? 

Mr. Cook. Yes, sir. 

The CuairmMan. I see they have lowered their taxes quite materially. 

Mr. Coox. Yes. 

The CuarrMan. Taxes enter into the cost of production. It would 
be of some benefit, would it not, to your industry if you could get 
some relief from taxation in this country; would it not? 

Mr. Coox. Very much so. 

The Cuairman. You would favor a reasonable reduction in per- 
sonal income taxes; would you not? 

Mr. Coox. We would not only favor it; we would welcome it. 

The Cuairman. Thank you very much. We will put you down on 
the honor list for a very nice statement. 

Mr. Coox. Thank you. 

The Cuarrman. Mr. Jenkins will inquire. 

Mr. Jenkins. Mr. Cook, I am glad to see you with us this year. 
Let me ask you how many years has it been since you have been coming 
before us ? 

Mr. Coox. I do not know exactly, Congressman, but I think about 
18 years anyway. but our organization and industry represented 
have been coming down here for the last 40 years, always with the 
same a for help. 

Mr. Jenkins. As I remember it, your employers, sometimes, at least, 
have accompanied you and practically always you have agreed on 
your program, have you not? 

Mr. Coox. That is right. 

Mr. Jenkins. As I remember it, but I am not too sure about this, 
I think you have seldom, if ever, had a strike in your industry ? 

Mr. Coox. We have had very little labor disturbance in our indus- 
try until—and pardon me for saying it—the enactment of the Taft- 
Hartley Act. We have had more |: :bor disturbances since that because 
of the dissatisfaction of our people than we ever had in the years past. 

Mr. Jenxins. Now, I would like to ask you another question or two, 
Mr. Cook. It has to do with the general feeling in your industry as 
to whether or not you have sort of a discouraged attitude as to what 
to do and how to proceed. 

Mr. Coox. I am very pleased that you asked that question, Con- 
gressman Jenkins. I know that a number of our employers in this 
particular division have been endeavoring in every way possible to 
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create new ideas, new designs, and to stimulate the sales of our prod- 
ucts, but many of them, including those particular employers or 
companies, are so very much discouraged that they wonder, “Well, 
what is the use if we are not going to get some protection for the 
future. 

The same thing applies to the highly skilled mechanics in the in- 


custry. The younger generation sees no future for that particular 
craft, and they are reluctant to put the time and the hardship in to 
learn it. Lamon ath at believes that the time will come when that kind 
of craftsmanship will be very necessary for our own Government to 
use or ¢ 7 on. 

Mr. Jenkins. There never has been an issue that the quality of 
your comn odity is not up to the standard or equal to the best in the 
wol 

Mr. Cook. Our product will equal the product of any nation in 
the world, and surpass mu ‘+h of that which is impo rted. 


Mr. Jenxins. I am wondering if you were present here about 8 
or 10 years ago when Mr. Wallace was Secretary of Commerce, when 
! asked him the same question with reference to your industry, as to 

oing to do, just like you are asking today, and he said 
that any industry that cannot stand on its own feet ought to die. That 
was the philosophy at that time by that Secretary of Commerce. 

Naturally, your industry has suffered under a policy of that kind. 

Mr. Coox. That is a very cruel attitude for “a man in public life 
to take, because it is not just the industry that dies; it is the craftsman- 
hip and the efforts of years on the part of men who struggle to learn 


what vou were &£ 


y 
? 


that trade of producing glassware. They must find employment 
elsewhere if the industry should die. 
That brings up the question, Mr. Chairman, of fringe industry. 


We are not fringe industry. We are politically told by some people 
that if youl people cannot find employment in the glass industry, 
then go elsewhere. 

Now, that is easily said, but it is hard for people to carry that out, 
because in many of these plants the workmen as a result of their con- 
tribution over the years enjoy seniority, vacations with pay, paid hol- 


idays and insurance, and when they leave to go into some other indus- 
trv, that is so sperous that it does not hurt them very much to 


1 : I 


train newly inducted employees, these workmen of ours must sacrifice 
all of that. They just do not want to do that. 

Mr. Jenkins. 1 want to compliment you on your fine statement 
and especially your discussion of the little catchy phrase, “Trade, Not 


7 hat is . Mr. Chairman. 

| wy CHatrRMAN. Mr. Mills. 

Mr. Minus. Mr. Cook, refresh my recollection of the type of glass- 
ware hea it is that the members of your organization produce. I 
know you told us before when you were here, but I have forgotten. 
Is it handmade glassware? 

Mr. Cook. We are speaking for the handmade glassware branch 
of the American glass industry. 

Mr. Minis. Just for the record, too, from what country is most of 
your competition coming at this time? Is it England, France, Japan, 
or where? 
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Mr. Coox. I cannot tell you exactly, but it is coming quite heavily 
from all of them. We get quite a great deal of ware in here from 
Sweden. We are getting much ware in here or Western Germany. 
I am told—and I must accept it as fact—that certain people who vis 
ited Czechoslovakia a few years ago find the same people that were 
working back of the Iron Curtain working in Western Germany pro- 
ducing glassware. So we are getting a great deal of it from Western 
Germany at the present time. 

Mr. Mixus. I wondered if we were getting any from Czechoslo- 
vakia now. 

Mr. Coox. I am not sure that we are, but I honestly believe that 
we are getting considerable from the Czechoslovakians back of the 
Iron Curtain which finds its way into our markets. 

Mr. Mitts. What is your information with respect to the indus- 
try inJapan? Is it on the upswing or not ? 

Mr. Coox. That is my understanding. According to my observa- 
tion and information. Japan Is golng to engage 1D the produ tion of 
handmade olassware that we are in contention over now more in the 
future than ever in the past. That falls into their line of work more 
so than certain other commodities. 

Mr. Mis. Mr. ( ‘ook, I have one final poieens. This experience 
to which you refer in your statement, the escape-clause procedures 
occurred when in relation to 1951—was it previous to 1951 or has 
it been since 1951 that you had experience with the escape-clause 
procedures ¢ 

Mr. Coox. I don’t know that I can answer your question. We have 
never gotten any benefit to amount to muc h from the ese ape clause. 

Mr. Mitis. The reason I asked the question is that you will remem- 
ber that in the 1951 act, we wrote into law an escape clause different 
from that in existing agreements at that time. I wondered if you 
had any experience under that amendment? In other words, if that 
amendment were sufficient or if you needed some additional language, 
such as is provided in the Simpson bill. Do you really need the 
Simpons bill escape-clause language, or is the other language in the 
1951 law sufticient ? 

Mr. Coox. The manner in which the language in the escape clause 
now exists does not give us the encouragement, the protection that 
we feel we should have. The fact is that our industry and our union 
have been very reluctant to ask for the benefit of that provision because 
of the manner in which other applications for relief have been treated. 

Mr. Mitus. The witness previous to you questione -d the language of 
the escape-clause section of the Simpson bill, and that is the reason 
I raised the question with you. 

Mr. Coox. We are wholeheartedly in favor of the Simpson bill. 
We believe it will give us more than we have at the present time, and 
we are struggling so to get some protection that we will go for most 
anything that will offer it. 

Mr. Minis. What is your understanding of the escape-clause pro- 
vision of the Simpson bill? Would the escape clause become operative 
at a point where 1 or 2 individuals in the industry would become 
unemployed or just when do you understand it would operate / 

Mr. Cook. I would not draw it down to that point. 1 consider that 
any request for relief would have to be within reason and justified 
on the conditions that brought forth the request. 














952 TRADE AGREEMENTS EXTENSION ACT OF 1953 


Mr. Mitis. You would not want it to go so far, then, as to do what 
I suggest it might, that is, go into effect with 1 or 2 individuals out 
of your 35,000 becoming unemployed 

Mr. Coox. No. 

Mr. Mitts. The Tariff Commission’s analysis of the matter, Mr. 
Cook, would lead me to believe that that is exactly when they would 
have to begin operating under this language in the Simpson. bill. 
I have an analysis of it before me prepared by the Tariff Commission, 
and on page 17, they indicate that this language would have to be 
so interpreted if it is passed as it now stands. 

Mr. Coox. Of course, I do not know what other industries would 
do, but I am quite sure that the handmade glassware industry, if 
they found it advisable to ask for relief under the escape clause, that 
request would come jointly and not from any 1 or 2 individuals. It 
would come, probably, as an industry and union request, jointly. 

Mr. Mizzs. Do not misunderstand me. I have always had a great 
deal of sympathy for the industry that utilizes or depends for its 
end product upon as much hand labor as yours does. I know that 
your situation is sensitive. It was because of my interest along that 
line that I asked you the question as to whether or not you had any 
experience under the 1951 escape-clause language. 

Thank you, Mr. Chairman. 

The CuHarrman. Mr. Kean will inquire. 

Mr. Kean. Mr. Cook, the problem that faces your industry is with 
respect to the two chief countries exporting into this country—West 
Germany and Japan. Those bring up the great problem that faces 
us at present. West Germany, as you know, used to be a manufac- 
turing country and exported a large proportion of their product 
to either Eastern Germany in exchange for the grain and various 
things they got from there, and exported very heavily into the Balkan 
nations that are now on the other side of the Iron Curtain. 

The problem comes as to how the United States can get that country 
off our necks and not have our taxpayers supporting those countries 
and find for West Germany some other place to which they can export. 

We have the same problem with Japan. I believe it was stated in 
testimony before the committee that 61 percent, of the exports of 
Japan prior to the war went to China, Korea, and Formosa. Today 
it is only 5 percent. So there is 56 percent of its export trade lost, 
and most of that went behind what is now the Iron Curtain. 

Again, if the taxpayers of the United States do not have to support 
Japan they will have to find some place to sell those Japanese goods. 
I remember in the past the flood of Japanese goods at almost no price 
at all which were just ruining some American industries. That is 
the problem this country is faced with, and it is a very difficult 
problem. 

Mr. Coox. I, of course, do not have the answer to those things. I 
do know that we recently had an election, we have a very capable 
administration, and naturally as American citizens we look to those 
gentlemen at the head of our Government to protect our interest by 
meeting those conditions and finding remedies for them. 

The Cuatrman. Are there any other questions ? 

If not, we certainly thank you, sir, for your appearance here and 
the information you have given the committee. 
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Mr. Cook. Thank you, Mr. Chairman and gentlemen. 
The Cuarmman. The next witness is Mr. George P. Byrne, Jr., legal 
counsel, United States Wood Screw Service Bureau, New York City. 


STATEMENT OF GEORGE P. BYRNE, JR., LEGAL COUNSEL, UNITED 
STATES WOOD SCREW SERVICE BUREAU, NEW YORK, N. Y. 


Mr. Byrne. My name is George P. Byrne, Jr. I appear as legal 
counsel for the United States Wood Screw Service Bureau, a trade 
association of wood-screw manufacturers located in New York City. 

With the leave of the honorable Congressmen on the committee, I 
will also make a few remarks about the Bridgeport Hardware Co., 
of Bridgeport, Conn., relative to the importance of some handtools, 
axes, and so forth, affecting that company. 

I would like to request that my statement, which I will hand to the 
stenographer and the dissenting opinion of the Tariff Commissioner 
Edgar B. Brossard, be included in the record today. 

The Cuamrman. Without objection, it is so ordered. 

(The statement is as follows:) 


UNITED STaTES Woop ScREWw SE RVICE BUREAU, 


New York, N. Y., April 28, 1958. 
Subject: Simpson bill, H. R. 4294. 


Hon. Dante. A. REED, 
Chairman, House Ways and Means Committee, House 
of Representatives, House Office Building, Washington, D. C. 

Dear Str: Domestic producers of wood screws are solidly behind the Simpson 
bill. As representing the United States wood screw producers through the 
United States Wood Screw Service Bureau, I can state that the industry must 
have tariff assistance from this Government in order to live. We believe the 
Simpson bill will help. 

Up to the present time those in Government, believing that any compromise 
with free trade will injure the “trade, not aid” program, have distorted the 
intention of Congress to protect domestic industries which need assistance. The 
Simpson bill will help to clarify the intention of Congress as to what constitutes 
injury to American producers. 

We are enclosing herewith for the Ways and Means Committee a brief state- 
ment in support of this bill which will supplement testimony to be given by 
George P. Byrne, Jr., legal counsel for the United States Wood Screw Service 
Bureau on Wednesday, April 29, 1953. Also enclosed with the statement is a 
dissenting report by United States Tariff Commissioner Edgar B. Brossard in 
a recent decision of the United States Tariff Commission denying relief to the 
United States wood screw industry. 

Very truly yours, 
Georce P. Byrne, Managing Director. 


STATEMENT oF GEORGE P. Byrne, Jr., LecaAt CounseLt, Unirep States Woop 
Screw SERVICE BurREAvU, NEw YorK CIty 


My name is George P. a Jr. Iam legal counsel of the United States Wood 
Screw Service Bureau, 53 Park Place, New York 7, N. Y., a trade association of 
American wood-screw wanitifac turers. I am appearing here today in support of 
H. R. 4294, which it is hoped will aid the domestic wood-screw manufacturing 
industry obtain relief from the injurious increase in wood-screw imports that 
began in 1950 and have continued on a large scale to the present time. 


WOOD SCREWS VITAL TO DEFENSE 


The wood-screw manufacturing industry is vital and essential to the country’s 
welfare particularly during time of war. In wartime wood screws are as impor- 
tant as the proverbial horseshoe nail. Bombing by Britain’s Royal Air Force 
of Germany’s screw factories in World War II was a prime cause of Hitler’s 
downfall. United States customs figures disclose that no foreign countries had 
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enough wood screws in World War IT to ship into the United States. We had 
to depend on our own producers to supply our needs. In fact, the rest of the 
free world looked to American wood-screw producers to supply their needs. 


AID NEEDED NOW 


Wood screws are produced with highly specialized machinery, much of which 
eannot be put to any other use. If an essential industry, such as the wood-screw 
industry, is to be sacrificed for “trade, not aid,” this country will be gravely 
endangered in the event of a future world war. The American wood-screw 
industry needs protection now and cannot wait until it is too late to fight for 
relief from low labor cost foreign imports. 


ARIFF REDUCTIO CAUSES IMPORTS 
The rate of duty on wood screws of iron and steel, provided for in paragraph 
J ] | : , 
338 of the Tariff Act of 1930, was reduced from 25 to 15 percent in 1948 and 


from 15 to 1214 percent in 1951. Domestic manufacturers of wood screws began 
to be swamped by wood-screw imports in 1950-51 and during the year 1952 imports 
averaged about 1,200,000 gross per quarter compared with an average of less 
than 120,000 gross per quarter in any year prior to 1950 (see attached chart). 
Prior to World War II, domestic manufacturers shipped a substantial volume of 
wood screws in export. Now the export market for domestic producers is ex- 


tinct because of low-cost foreign competition, 


SERIOUS DAMAGE OBVIOUS 


Not only has the domestic wood-screw industry lost its export market but 
also it is faced with a damaging increase in imports which in some months since 
1950, has amounted to as much as 20 percent of domestic business. Can any 
industry suffer such loss of domestic as well as export markets from foreign 
competition and not be injured? Does an industry have to be completely 
obliterated to establish injury in the view of the Tariff Commission ? 

In early 1950, the wood-screw industry informed the Interdepartmental Com- 
mittee on Trade Agreements that reductions in the duty on wood screws would 
injure domestic producers. Later, after tariff rates were further reduced and 
serious injury to American wood-screw producers occurred, the industry filed 
two applications with the United States Tariff Commission requesting it to 
recommend relief to the President under section 7 of the Trade Agreements 
Extension Act of 1951. The Tariff Commission denied relief to the industry 
on both applications saying increased imports of wood screws were not causing 
or threatening serious injury to the domestic industry. 

Notwithstanding these denials of relief, the domestic wood-screw industry 
has contended and will continue to contend it has been and is being seriously 
injured by imports which take from 10 to 20 percent of the domestic market. 
We attach to this statement a copy of the dissenting opinion of Edgar B. Brossard 
in the March 1953 report of the Tariff Commission which thoroughly documents 
the aggravated harm occurring to domestic wood-screw producers. 


WHAT CONSTITUTES INJURY? 


The difference of opinion between the three members of the Tariff Commis- 
sion, who voted not to recommend relief for the wood-screw industry to the 
Pres‘dent, and Edgar TI. Brossard, whose strong dissenting statement is at- 
tached hereto, centers on whether increased imports of wood screws are or are 
not causing or threatening to cause serious injury to the domestic industry. 
The difference of viewpoint as to the meaning of the phrases “serious injury” 
and “threatened serious injury” in section 7a of the Trade Agreements Ex- 
tension Act of 1951 is making it impossible for the wood-screw industry and 
other domestic industries injured to obtain aid or any hope of aid. 


CONGRESS INTENDED TO ASSIST DOMESTIC PRODUCERS 


Domestic wood-secrew producers believe Congress intended section 7 of the 
Trade Agreements Extension Act of 1951 to provide speedy assistance to in- 
jured domestic producers as long as such assistance would not greatly interfere 
with the general policy of this country’s trade-agreement program. Instead, 
the administrators of this law. including the State Department, various inter- 
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departmental committees on trade agreements and the Tariff Commission, have 
in our opinion, refused to recognize serious injury to domestic industry, and, 
along with representatives of foreign governments, have taken the almost un 
alterable position that any assistance whatever to domestic industry spells the 
end of the trade-agreements program, Domestic wood-screw manufacturers have 
spent a vast amount of time, money, and effort for the past 2 years to show tha 
loss of from 10 to 20 percent of the domestic market does constitute serious 1 


jury without getting relief. The wood-screw industry needs help now 
INTENT OF CONGRESS MUST BE MADE CLEAR 


American wood screw manufacturers, represented by this Bureau, are urging 
the passage of the Simpson bill H. R. 4294 because the criteria of injury and 
harm set forth in H. R. 4294 omits the word “serious” in describing injury and 
simplifies what has to be proved to the Tariff Commission to show injury. We 
repeat, does a domestic industry have to be wiped out completely to establish 
injury? Under the interpretation given of this term by the majority of the 
United States Tariff Commission, domestic manufacturers have been powerless 
to get the relief it needs. The improved wording in H. R. 4294 redefining 
“injury” should make it finally and irrevocably clear to the Tariff Commission 
and other agencies of the Government that Congress really intends to assist 
domestic industries injured by imports. While the definition of injury in H. R 
4294 is not entirely satisfactory, the wood screw industry fully suppor this 
bill with the hope it will make clear the intention of Congress to keep domestie 
industries from being unnecessarily destroyed by low labor cost foreign prod 
ucts. If this country wants to keep alive such vital defense industries as wood 
screws, action by Congress is essential. 
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UNITED States Woop Screw SERvIce BuREAU, 
New York 7, N. Y. 


CHAIRMAN SAyYs UNITED Srates TARtFF COMMISSION FLourep Law IN Woop 
Sckew RULING 


TEXT OF DISSENTING STATEMENT OF EDGAR B. BROSSARD 


Three Democratic members of the United States Tariff Commission, Messrs. 
Edminster, Ryder and McGill, which constituted a majority thereof, issued a 
ruling in Washington as of March 15, 1955, that the domestic wood screw in- 
dustry, despite sharply increased importations of wood screws, from abroad, 
has not been injured or threatened with serious injury. 

The fourth member of the Commission, Edgar Bb. Brossard, chairman, he being 
the lone Republican member, made a dissenting statement, in which he empha- 
sized that in his opinion injury and threat of injury to the United States wood 
screw industry have occurred. He criticized the Tariff Commission for fail 
ing to comply with the Trade Agreements Extension Act of 1951, which law 
requires the Commission, when it finds a threat of injury, to make a recom- 
mendation to the President to prevent or remedy such injury. 

The text of Commissioner Brossard’s statement is as follows: 


“DISSENTING STATEMENT OF COMMISSIONER EDGAR B. BROSSARD 


“T dissent in this case from the finding of the majority of the Commission 
that serious injury is not being caused or threatened to the domestic industry 
producing wood screws of iron or steel as a result in part of the greatly in- 
creased imports under the concession rates of duty. 

“In my opinion the evidence before the Commission shows that wood screws 
of iron or steel, upon which concessions have been granted in trade agreements, 
are, as a result, in part, of the customs treatment reflecting such concessions, 
being imported into the United States in such increased quantities, both actual 
and relative, as to cause and threaten serious injury to the domestic industry 
producing like or directly competitive wood screws of iron or steel. 
“Responsibility of Tariff Commission in escape clause investigations 

“This investigation was made under section 7 of the Trade Agreements Ex- 
tension Act of 1951. Subsection (a) of section 7 of that act reads as foliows: 

“*Should the Tariff Commission find, as a result of investigation and hearings, 
that a product on which a concession has been granted is, as a result, in whole 
or in part, of the duty or other customs treatment reflecting such concession, being 
imported in such increased quantities, either actual or relative, as to cause or 
threaten serious injury to the domestic industry producing like or directly con- 
petitive products, it shall recommend to the President the withdrawal of the 
concession, its suspension in whole or in part, or the establishment of import 
quotas, to the extent and for the time necessary to prevent or remedy such 
injury.’ [Italics supplied.] 

“It is abvious from the above subsection (2) that the Tariff Commission, when 
it finds that the domestic industry has been seriously injured or is threatened with 
serious injury as a result of increased imports, either actual or relative, that are 
the results, in whole or in part, of the duty or other customs treatment reflecting 
a concession in a trade agreement, is required under this law to make a recom- 
mendation to the President to prevent or remedy such injury. When such injury 
either has occurred or is threatened, the Commission must make such report to 
the President, no matter how desirable it may seem to the Commission for the 
President to act or not to act in view of the authority granted to him to take into 
consideration the public interest and the general welfare of the country and any 
other conditions of the local, national, and international character. Those are 
matters that the President may take into consideration in exercising his discre- 
tion in the matter. 

“Congress expressly authorized the President to modify or withdraw conces 
sions, establish quotas, or to take no action whatsoever, depending on what he 
finds is in the public interest or for the general welfare of the country.” 
President should decide 

“This is shown in subsection (c) of section 7 which says: 

“*Upon receipt of the Tarriff Commission’s report of its investigation and hear- 
ings, the President may make such adjustments in the rates of duty, impose such 
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quotas, or make such other modifications as are found and reported by the Com- 
mission to be necessary to prevent or remedy serious injury to the respective 
domestic industry.’ [Italics supplied.] 

“The Tariff Commission has no authority to determine tariff or foreign-trade 
policy Congress, however, gave the Commission a mandate in these escape- 
clause investigations to find and report certain specified facts, as stated in sub- 
section (b) of section 7 of the act which reads as follows: 

“In arriving at a determination in the foregoing procedure the Tariff Com- 
mission, without excluding other factors, shall take into consideration a down- 
ward trend of production, employment, prices, profits, or wages in the domestic 
industry concerned, or a decline in sales, an increase in imports, either actual 
or relative to domestie production, a higher or growing inventory, or a decline 
in the proportion of the domestic market supplied by domestic producers,’ 

[Italic supplied. ] 

“The law clearly says the Commission shall find the facts with respect to 
the above criteria and shall take them into consideration in arriving at a 
determination in each of these escape-clause cases. When the Commission finds 
the facts it is required to report them to the President and to recommend the 
modifications in the customs treatment or quotas that it finds to be required to 
prevent or remedy the serious injury, if any, which is indicated by such facts. 


“Facts that show serious injury to the domestic industry 
“Consideration of the following facets respecting the criteria specified in the 
law have led me to the conclusion that the domestic industry producing wood 
screws of iron or steel has been and is being seriously injured and is threatened 
with greater injury and that a report of these facts should be made to the 
President together with recommendations for remedying such injury. 
“(1) Domestic wood screws of iron or steel are like and directly competitive 
with imported wood screws of iron or steel. In general most of the imports 
: y and conform to the same specifications as domestic 








ry li¢en 
Same quality 


screws They are used for the same purposes as domestic screws, supply the 
same customers as domestic screws, take the place of and substitute directly 
for domestic screws, and thus are both like and directly competitive with do 
mestic wood serews of iron or steel. 


») ‘The domestic industry producing the like or directly competitive prod 
uct’ is the domestic producers of wood screws of iron or steel and no other 
products or producers are involved.—The domestic industry in this case is the 
group of domestic productive units that make wood screws of iron or steel. Such 
woods screws are the only product under consideration in this investigation. It 
is the ‘like or directly competitive domestic product’ and the only one domestic 
product which the law indicates is to be considered in this case. 

“Products other than wood screws of iron or steel manufactured by many 
of the same and other different concerns are: Wood screws of nonferrous ma- 
terial, machine screws, stove bolts, set screws, tapping screws, machine screw 
nuts, rivets and other fasteners, locks and related hardware, other builders’ 
hardware, hand tools, other hardware and miscellaneous products. None of these 
products, however, has any part in this investigation. All of them are excluded 
by the domestic industry in its application, by the Tariff Commission under its 
order of the investigation, and by the Commission in its order of the public hear- 
ing and in its taking of testimony at the hearing. The factors such as profits 
involved in the production and sale of these other products likewise are excluded 
from consideration in this investigation. All that may properly be considered 
under the law and under the orders in this investigation are those factors which 
are directly and inherently part of the operations in the production and sale of 
wood screws of iron or steel. 


“Refers to wood screws alone 

‘If, therefore, the domestic production and sale of wood screws of iron or 
steel in the United States market are being seriously and adversely affected as 
determined by the facts with respect to the criteria of the escape-clause pro- 
visions (sec. 7 (b)) of the Trade Agreements Extension Act of 1951 cited above, 
it would follow that a finding should be made that the ‘domestic industry’ pro- 
ducing such wood screws is being seriously injured. 

“Were this phrase ‘domestic industry’ to be interpreted as including the profits 
on all other products such as rivets, hand tools, and builders’ hardware, and so 
on that might be produced by these same concerns that produce wood screws, 
as long as the companies, though losing money on wood screws of iron or steel, 
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were making such other products at a profit and the company was making an 
overall profit or could find some other alternative products to produce other 
than wood screws, that would show an overall profit, few claims of injury would 
be allowed as a result of escape-clause investigations 

“Under such an interpretation, a great part of domestic production, article 
by article, might be forced to stop by the destructive competition of imports and, 
if the manufacturing companies turned to importing and made good profits at 
it, they would be adjudged to be uninjured as a ‘domestic industry’. Such an 
interpretation of this ‘domestic industry’ phrase in the escape-clause law would 
practically nullify the escape-clause provision in trade reements as a possible 
remedy of serious injury, and in effect would almost, if not entirely, void the 
escape-clause provisions of the Trade Agreements Extension Act. 






“Comparison with farmers 

“This is clearly recognized when it is recalled that perhaps 90 percent of 
all manufacturers and at least 90 percent of the farmers of the country pro 
duce not just a single product, but a variety of products, sometimes many 
different articles in the same plant and, in the case of farmers, on the same 
farm and even on the same plot of ground in different years, as well as different 
kinds of livestock as dairy cows, chickens, ducks, geese, horses, s -p, and beef 
cattle. Such an interpretation would say to farmers: ‘No relief for you from 
excessive imports of butter, cheese, wheat, wool, and so on, ecause you are 








aking, or can make, satisfactory overall profits on other products of your 
business, such as whole milk or beef cattle o1 he ep ol wheat or sugar beets or 
other crops or livestock.’ No relief would be granted for any of the thousands 
of individual chemicals as long as the chemical industry was making satisfactory 
overall profits. The same with the textile, pottery, glass, ste iworking, 
machinery, machine-tool, metal-fastener, and many other industries. 


“To thus permit imports to take over the United States market one product at 


a time, because the domestic producers may have found or may be able to 
find alternative products that they can produce at a profit, may result in allowing 
jorts to take over the domestic market for many articles produced in the 





United States if imports of such articles are able to enter in constantly incre 

ng quantities over the lowered concession tariff rates and no relief under the 
escape-clause is available. ‘Divide and conquer’ is an old policy and an effective 
one if permitted to operate. Armies use it in war and the U.S. 8. R. used it 


after the war and is now trying to use it with a number of free NATO and Far 
Eastern nations. 
“Law should be clarified 

“Members of the Commission differ in their interpretation of this phrase in 
the law. It, therefore, should be clarified and made much more specif by 
definition or otherwise so that the objectives of the Congress and the Presiden 
will be accomplished under the law Unless this is done domestic producers will 
be discouraged from hoping for relief from serious injury from excessive im 
ports and the escape clause may become a sham and a delusion. 

“(3) Imports increased sharply under low concession rates Under the con 
cession tariff rate of 15 percent ad valorem, effective January 1, 1948, imports 
began to increase sharply in June 1950 when the war began in Korea. The fact 
that imports did not increase earlier merely reflected continuing postwar dit! 
culties of foreign producers in increasing output. After imports began to enter, 
however, they increased at an exceedingly rapid rate. 

“In the first 5 months of 1950 imports averaged 18,291 gross, rose to 195,314 
gross in June, and averaged 245,583 gross per month in the last half of 1950, then 
rose to 483,687 gross per month in the first half of 1951. After the tariff had 
been further reduced to 121% percent ad valorem on June 6, 1951, imports reached 
their highest level in the third quarter of 1951, when they averaged 591,938 
gross per month. They declined to an average of 271,565 gross per month in 
the third quarter of 1952; but in the quarter, October to December 1952, the last 
quarter for which data are available, imports again rose to 418,354 gross per 
month and amounted to more than those for any quarter of record except the 
4 quarters between April 1951 and March 1952." 





“1 Preliminary data for January 1953 just made available show that imports amounted 
to 168,456 gross, which is a decline from the volume of imports in the previous mont 
This decline may be a temporary, seasonal one; it is noted that imports in January 1952 
as well as imports in January 1951, were substantially below the level of imports in the 
immediately preceding months of those years 
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“Domestic screws displaced 

“This sharp increase during the last quarter of 1952 shows quite definitely 
that imports are not just supplemental to domestic production. Nor are they the 
result of any shortage of steel available to domestic producers, for there is now 
no such shortage of steel and there has not been any such shortage for many 
months according to testimony before the Commission. Furthermore, there is an 
excess of domestic wood screws now in stock and readily available for sale when 
purchasers will buy them. It is obvious that the imports have definitely dis- 
placed domestic wood screws. This fact is confirmed by testimony before the 
Commission by three witnesses, Chamberlain, Davis, and Roddy. The evidence 
before the Commission shows clearly that imoprts are causing direct and serious 
injury to the domestic industry by taking from about 11 to 15 percent of the 
market away from domestic producers, which importers have accomplished by 
selling at prices lower than can be met by domestic producers. 

(4) Imports aiso increased greatly in relation to domestic production.—The 
record shows that until the beginning of the war in Korea in mid-1950 imports 
into the United States of wood screws of iron or steel were very small in com- 
parison with domestic production; they usually amounted to an average of less 
than 1 pereent of production in terms of both quantity and value. Up to June 
1950 domestic producers supplied practically this entire market and in many 
years exported large quantities. 


“Sharp increase in imports 

“Beginning in the middle of 1950, however, imports increased rapidly and 
reached a peak in the third quarter of 1951 when they were equal to about 15 
percent of domestic shipments and 13 percent of domestic production. In the 
third quarter of 1952, the last period for which data on total production are 
available, imports were equal to about 8 percent of domestic shipments and 
about 11 percent of domestic production. Domestic shipments were larger than 
production during this quarter because producers withdrew screws from stocks 
in an effort to reduce their excessive inventories. 

“Imports again rose substantially in the fourth quarter of 1952 when they 
were 1,255,063 gross or 54 percent larger than in the third quarter, and equaled 
11.5 percent of total domestic shipments. In November 1952, alone, the ratio of 
imports to domestic shipments rose even more sharply and was equal to about 12. 
percent of domestic shipments, or a higher percentage of the domestic market 
than in any period except in the last half of 1951 and the first half of 1952. It is 
a fact that in the past 24% years the proportion of the domestic market supplied 
by domestic producers has declined from over 99 percent to about 85 to 89 per- 
cent and further decline seems certain unless remedial action is taken. 

(5) Increase in imports is due in part to lower duty resulting from concessions 
in trade agreements.—Some important reasons for the recent increase in im- 
ports are the reduction in the United States import duty on wood screws of iron 
or steel from 25 to 15 percent ad valorem on January 1, 1948, and to 124% percent 
ad valorem on June 6, 1951; the postwar rehabilitation and enlargement of some 
of the steel and wood-screw industries in the principal competing foreign coun- 
tries, including installation of the modern high-speed, large-capacity machines; 
the devaluation of foreign currencies beginning in September 1949; and special 
efforts by most competing foreign countries to increase their exports to the United 
States to enlarge their supply to United States dollars. Although it is impossible 
to indicate with any precision the relative importance of the several causal 
factors enumerated above, it is clear that reductions in the import duty were 
in part responsible for the increased imports and that is all that the Commission 
must establish on this point under the escape-clause provision of the law. 


“Stimulated by war 

“As previously indicated, imports increased rapidly from mid-1950 to mid- 
1951. The beginning of war in Korea undoubtedly stimulated this increase. It 
also stimulated orders of domestic producers. New orders received by domestic 
manufacturers during this period exceeded their shipments and unfilled orders 
accumulated, due principally to the Government limiting the amount of steel 
allocated to the domestic producers of wood screws. Domestic production also 
was somewhat curtailed since early in 1951 by the partial shutdown of one domes- 
tie wood-screw plant because of labor trouble. 

“It is obvious, however, that the increase in the monthly rate of imports 
of 54 percent in the quarter October, November, and December 1952 as com- 
pared with the monthly average imports during the third quarter of 1952 
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was not the result of war-scare buying, or shortage of steel, or lack of avail- 
ability of a plentiful supply of domestic wood screws. This increase in im- 
ports appears to mark the beginning of a definite upward trend in imports 
How much greater part of the domestic market imports may eventually take 
cannot at present, of course, be foretold. It is significant, however, that dur- 
ing October, November, and December 1952, the most recent quarter for which 
data are available, while imports increased 54 percent over those in the pre- 
vious quarter, estimated total domestic shipments of wood screws of iron or 
steel increased less than 10 percent between the 2 periods. 

“Imports by produce rs 

“(6) Serious injury is shown by the fact that domestic manufacturers now 
import substantial quantities.—A further indication of serious injury to the 
domestic producers of wood screws resulting from the increased imports is the 
fact that even the United States manufacturers of wood screws themselves 
during 1951 and 1952 imported directly or through importers over 1,500,000 
gross of wood screws, or over 15 percent of the total imports during that 
period. In other words, even the present domestic manufacturers of wood 
screws have found it more advantageous under the present low trade-agree 
ment tariff and other existing conditions to import than to manufacture in 
the United States a substantial part of their requirements. It is apparent 
that they cannot meet the competition of these imports; consequently, they 
have joined in importing. This is according to the old saying—‘If you can’t 
beat ’em, join ’em.’ It is strong evidence of the intensity and the seriously 
injurious character of the competition of imports with domestic wood screws 
of iron or steel. This is positive evidence of serious injury and of a present 
threat—one that exists now, if you please—of even more serious injury to the 
domestic industry. 

“(7) Imports from Japan, which are lower priced, are erpanding more rap- 
idly than imports from other countries.—Of the total quantity «cf wood screws 
imported into the United States in 1950, 1951, and 1952, Belgium supplied 25 
percent, Japan about 24 percent, the United Kingdom 16 percent, Sweden about 
11 percent, Western Germany 9 percent, Italy and the Netherlands about 5 
percent each, and Austria 4 percent. In terms of the foreign value of imports 
a somewhat larger proportion of the total than that indicated by the above 
percentages was imported from Belgium, the United Kingdom, Sweden, and 
Italy; a far smaller proportion of the total was imported from Japan. How- 
ever, in recent months since about the beginning of 1952, the proportion of the 
total quantity of imports that has come from Japan has substantially in- 
creased, from 18 percent in the last quarter of 1951 to 30 percent of the total 
in the last quarter of 1952. The quantity of wood screws imported from 
Japan in the fourth quarter of 1952, the last quarter for which data are 
available, amounted to 380,761 gross—more than in any other previous quar- 
ter—and, of the imports in January 1953, imports from Japan were 33 percent 
of the total from all countries. 

“Serious factor 


“The growth in the proportion of imports from Japan indicates a much more 
serious competitive factor than indicated by the figures on total imports. Wood 
screws imported from Japan, which are made according to United States speci- 
fications and are generally acceptable, have the lowest unit value of all wood 
screws imported into the United States; they have already displaced substantial 
domestic production as well as some imports from other sources. 

“The decline in average foreign value of wood screws imported into the United 
States from about 19.9 cents per gross in October 1951 to 16.6 cents per gross in 
December 1952 reflects the increase in the proportion of total imports that came 
from Japan from 12 to 45 percent of the total quantity of imports. It is prac- 
tically certain, theerfore, that imports from Japan, which enter at the lowest 
unit values, will greatly expand and will take over a larger part of this market 
unless some further limitation is placed on imports. 

“(8) Costs of production in all competing foreign countries are lower than 
in United States and costs in Japan are much lower than in the other competing 
foreign countries.—Testimony at the hearing before the Tariff Commission 
shows that costs of producing wood screws in all of the competing foreign coun- 
tries are much lower than in the United States. Labor is the largest item of cost 
in the manufacture of wood screws in the United States, as it is abroad; direct 
and indirect labor represents from 40 to over 50 percent of the total cost of pro- 
duction of wood screws in the United States. 
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“Large wage differences 


“The difference in wage rates in the United States and in the principal com- 
peting foreign countries, therefore, is especially significant because in both 
the United States and in such competing foreign countries automatic machines 
often of American design are used, and similar methods of manufacture are 
employed. It is likely that about the same. amount of labor is used to man 
these machines in the principal competing foreign countries as in the United 
States. The output per man-hour, therefore, is likely to be about the same abroad 


as in the United States, and the much lower cost of production abroad may be 
indicated roughly hy the much lower hourly wage rates paid abroad. 
“Evidence subu d to the Commission shows that the wage rates are at least 
three times as high in the United States as in England, that the wage rates are 
lower in all other competing foreign countries than in England, exceyt in Sweden, 


and that wage rates in Japan are very much lower than in any other competing 
foreign country. 

“The average straight-time hourly wage rate paid in this industry in the 
United States, according to the United States Wood Screw Service Bureau, in 
October 1951 was $1.577; in Sweden, $0.648; United Kingdom, $0.405; Germany, 
$0.302; and in Japan, $0.20. The average weekly earnings of wood-screw 
workers in the United States were $75.38 compared with $18.29 in the United 
Kingdom. These data may be taken as fairly representative as they are from 
the following authentic sources: United States of America, Screw Industry 
Labor Survey; United Kingdom, Ministry of Labor Gazette, March 1952; Sweden, 
Sociala Meddelanden No. 3, 1952: Japan, Japanese Economic Statistics, March 
1952; Germany, W. Ambassade Der Nederlanden. 


‘sy ; y Fi ' . 
fmipor iscre s lowe? 


“(9) Prices of imported screws are much lower than prices of domestic 
screws.—It was clearly demonstrated at the hearing before the Commission and 
in subsequent correspondence with domestic producers and importers that im- 
ported wood screws of iron or steel are regularly sold in the United States at 
prices below those at which like or similar domestic wood screws are sold. Some 
United States buyers, however, continue to prefer to purchase domestic screws. 
They are accustomed to using domestic screws and they believe the domestic 
manufacturers are a more reliable source of supply than importers. These 
users of screws also state that when they purchase from the domestic manufac- 
turers they are not required to maintain large inventories. 

‘“‘However, many domestic users buy th supplies wherever they can get 








satisfactory screws at the low prices. They rely upon advantageous pur- 
chases at the current market offerings whether of foreign or of domestic pro- 
duction. The recent improvement in the quality of Japanese wood screws 
coupled with their much lower prices has increased greatly their acceptability 


to such United States purchasers. Several large users of imported wood screws 


reported that they were using Japanese screws because they cost less than wood 
screws obtainable from domestic manufacturers and they indicated that they 
would continue using such imported screws as long as the price was sufficiently 
favorable. 

“The average foreign value per gross of wood screws of iron or steel imported 
into the United States varies considerably by source of imports. Among the 
8 principal countries that supplied imports into the United States in 1952, the 
average unit value of imports from Japan, 11.4 cents per gross, was the lowest, 
and that from Sweden, 25.5 cents per gross, was the highest. The average 
foreign value of imports in 1952 from the other 6 principal countries from which 
imports came was as follows: Italy, 22.7 cents per gross; Netherlands, 21.8 
cents; United Kingdom, 21.4 cents; Belgium, 21.2 cents; Western Germany, 20 
cents; and Austria, 18.9 cents per gross. The average value of all screws im- 
ported during the second quarter of 1952 was 17.5 cents per gross, which is about 
half the average sales value per gross of all wood screws of iron or steel shipped 
hy one of the large United States manufacturers during this same period. The 
average foreign value of all wood screws of iron or steel imported during 1952 
was 18.5 cents per gross. The duty of 12!) percent Would add about 2.3 cents 
per gross to the foreign value of imported screws to bring the total to 20.8 cents 
per gross. 








» exhibit No. 8 submitted by Mr. George P. Byrne, Jr., who represented the United 
States Wood Screw Service Bureau. See also transcript of hearings, beginning on p. 54, 
for discussion 
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“Ceiling prices on domestic wood screws were fixed by the Office of Economie 
Stabilization under the general ceiling price regulation at the highest prices in 
effect during the base period, December 19, 1950, to January 25, 1951, inclusive 
The selling prices in September 1951, as reported by 5 domestic manufacturers, 
for wood screws of the popular size, style of head, and finish, indicated in 
table 7 in the report, ranged from $1.78 to $1.98 per 1,000 pieces for screws sold 
in bulk, and from 29.2 cents to 32.4 cents per gross for screws sold in packages. 
rhe lower prices were the result of an additional 10 percent discount which 
was allowed to some of the larger buyers and is not always shown on the printed 
discount lists. 

““Warket prices dropped 
‘The selling prices in September 1951 reported by 6 important importers for 


wood ser 


ews of the same popular size nd type a domestic screws ited 
above ranged from $1.14 to $1.48 per 1,000 pieces for screws sold in bulk, and 
from 18 cents to 24 cents per gross for screws sold in packages 

“Prices were cut sharply on both domestic and imported wood screws after 
September 1951 when the market was overstocked, with producers and dealers 
all over the country holding excessive inventories. Sales were mide at large d 
counts by domestic manufacturers to meet the competition of importers and also 
of other manufacturers and to reduce their excessive inventories and sometimes 
to get cash to pay for steel wire purchased. Importers cut prices to reduce ex 
cessive inventories of screws in some sizes, to get rid of defective screws, and 
to sell their screws in competition with other importers and with domestic pro 
ducers. Many of the sales at distress prices both by domestic producers and im 
porters were, according to testimony, below domestic costs of production and 
caused chaos in the market. A strong factor in causing this bad condition in the 
domestic market undoubtedly was the available abundance of imported wood 
screws at very low prices. 

(10) Domestic producers have the capacity to supply all domestic require- 
ments even in wartime.—Evidence before the Commission shows that the domes- 
tic industry has ample productive capacity to supply all domestic requirements 
For many decades prior to mid-1950 when the war began in Korea, the United 
States produced practically all the wood screws it consumed and in many of 
those years exported large quantities. United States production of wood screws, 
as indicated by domestic shipments from 1928 to 1952, was at the hicvhest level 
in the late 1920's and, though capacity has remained great, output has declined 
substantially since then. Neither the domestic requirements nor the domestic 
output of 25 years ago has been equaled even during World War II or during 
the highest production period in postwar years. 


“Consumption declines 

“A general long-term decline in per capita consumption of wood screws in the 
United States also has occurred. This is attributed to a number of factors, 
as follows: (1) A general decline in the manufactured articles made of wood re 
quiring wood screws of iron or steel; (2) the increased use of paperboard in 
place of wood containers and the larger use of glue and staples for fastening 
materials have also reduced the per capita demand for wood screws; and 
(3) the decline at times in the general level of business, building, and manufac- 
turing activity in the United States, such as during the depression in the 1930’s 
and the minor recession in business in 1949 

“Domestic shipments, as reported by the industry trade association, declined 
from 4.9 million gross per month in 1928 and 4.7 million gross per month in 
1929 to an average of 2.6 million gross per month in the immediate prewar 
years 1935-39. In 1941, the beginning of World War II, they rose sharply to a 
monthly average of about 4.4 million gross, when there were practically no im- 
ports, but declined thereafter in each successive year throughout the war to an 
average of 3.1 million gross per month in 1945, due to steel and labor shortazes 
and other war conditions. Domestic shipments rose again immediately after 
the war when more steel and labor became available and civilian construction 
was resumed again and in 1947 reached 4.2 million gross per month, still some- 
what less than in 1941. Domestic shipments then declined to a low of 2.6 mil- 
lion gross per month in 1949, due to a minor recession in industrial and build- 
ing activity, and rose sharply again after the outbreak of hostilities in Korea 
in June 1950 to 4.4 million gross per month in 1951, equal to the level of ship- 
ments in 1941 at the beginning of World War II. 
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“Shipments declined 


“The average rate of monthly domestic shipments during the flush period from 
mid-1950 through November 1951 ranged from 38.8 to 5.3 million gross, and 
averaged 4.5 million gross. The average of the monthly shipments for the 2 
years 1950 and 1951 was 4.3 million gross, or a little less than in 1941, and sub- 
stantially less than in 1928-29. Following this period of war-scare buying by 
the trade, when imports also greatly increased and manufacturers and dealers 
throughout the country built up excessive stocks, domestic shipments declined 
after the third quarter of 1951 to an average of about 2.8 million gross per 
month in the second quarter of 1952 or to the 1935-39 pre-World War II and 1949 
levels; they averaged about 3.3 million gross per month in the third quarter 
of 1952 and 3.6 million gross per month in the fourth quarter of 1952, the last 
period for which data are available. This latter rate of shipments is higher 
than in depression years and lower than in normal more prosperous years. 

“At the close of World War II the demand for wood screws was great. The 
monthly volume of new orders received by domestic manufacturers exceeded 
the volume of shipments from the end of the war until early in 1947. A seller’s 
market again existed from the outbreak of hostilities in Korea in mid-1950 un- 
til May 1951. During 1951, however, the volume of new orders received by 
domestic manufacturers declined from 5,944,000 gross in January to 2,253.000 
gross in December. New orders ranged from 2.7 to 3 million gross in the first 
5 months of 1952 and reached 4 million gross in October 1952. They fell again, 
however, to 3.8 million gross in November and 3.6 million gross in December 
1952, the last month for which data are available. 


“Large productive capacity 


“The above data indicate that the domestic industry actually supplied the 
whole of the domestic market long before and throughout World War II, and 
during the early postwar years when there was a strong demand and before 
imports began to enter in significant volume. This was possible, of course, 
because of the capacity of the industry to produce more than the normal United 
States consumption requirements. The domestic industry can and, when it 
has not been denied steel, has supplied the domestic market for wood screws 
even in wartime and during the immediate postwar years when the demand has 
been greatest, except after the tariff concessions in the trade agreements nego- 
tiated at Geneva and Torquay became effective and substantial imports came 
into the market. 

“The domestic industry claims, and the claim is substantiated by evidence 
before the Commission, that the industry could have supplied without difficulty 
the total demand of the domestic market for wood screws during 1950 and 1951 
had the United States Government not limited the amount of steel that could 
be used for making screws and had no imported wood screws been sold in the 
domestic market. Steel was rationed by the government since mid-1951, but 
since about January 1952 the industry has been allotted about all of the steel it 
has needed. Since then, the domestic industry has produced many more wood 
screws than it has been able to sell in the United States in competition with im- 
ports, and excessive inventories have been built up because the market would 
not absorb the domestic output plus the imports. It is known also that the 
present output is far less than the existing maximum capacity of the domestic 
plants to produce. 


“Faster machines used 


“Another reason for this relatively great domestic production capacity is that 
in addition to the loss by domestic producers of practically all export markets 
and the general decline in domestic consumption, the screw-making machinery 
in recent years has been greatly improved, especially the headers. The modern 
high-speed, large-capacity heading machines operated by individual electric 
motors, for example, can produce more than twice as many screws per machine 
hour as the older and smaller heading machines which are operated by belts 
from a central power shaft. Some domestic wood screw manufacturers have 
installed these new rapid and improved machines even while their older equip- 
ment was still serviceable in order to reduce costs as low as possible to meet the 
keen competition in the industry. 

“Since domestic producers can, if permitted to do so, supply the whole of the 
domestic market, the imports of wood screws, in whatever amount they have 
entered, have taken just that much of the domestic market that had previously 
been supplied or could have been supplied by domestic producers had there been 
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no imports. It appears, therefore, that in this industry the imports that have 
entered have actually displaced in this market an almost, if not exactly, equal 
amount of domestic wood screws. The domestic market was already exceed- 
ingly competitive and at times chaotic before the imports increased in 1950. 
Under such conditions the loss to imports from foreign countries of an additional 
11 to 15 percent of this already diminishing and oversupplied market could not 
help but cause serious injury to the domestic wood screw industry. 


“Employment reduced 


(11) Employment in domestic wood screw industry is significantly reduced.— 
The number of persons employed in the domestic production of wood screws of 
iron or steel varies directly with the output. The more screws made the greater 
the volume of employment; on the other hand, when production is reduced the 
number of workers, total man-hours worked, and total wage payments are cut 
down. 

“The increasing part of the domestic market recently taken over by imports 
and the consequent decreasing part of the domestic market supplied by domestic 
producetion has unavoidably resulted in reduced employment and working time 
and reduced wage payments in the domestic wood screw industry. Many 
presently employed in the industry are working only part time, some only 4 
days a week. 

“The representatives of the domestic producers have reported to the Com- 
mission that employment would have been reduced much more extensively in 
1952 but for the fact that the domestic manufacturers continued to make screws 
for the very purpose of keeping their employees on the payrolls and maintaining 
their organizations, even though they were unable to sell their output in com- 
petition with imports and were forced to place over one-third of their production 
in inventory stocks that have become excessive and now hang over the market. 
Efforts to liquidate at least part of these enormous stocks recently caused real 
chaos in price cutting and distress sales at prices below domestic costs of pro- 
duction, and the continuation of efforts to reduce these excessive stocks to a 
more normal level holds promise of further reducing employment in the domestic 
industry in the period immediately ahead.” 


Mr. Byrne. I will not read my statement but merely make a few 
comments to you gentlemen. 

I would like to express appreciation to you for the very fine and 
serious consideration you are giving to this troublesome problem. I 
would also like to add our voice to the honorable C ongressman who 
spoke a moment ago and mentioned that the parade of industries 
which have gone before the Tariff Commission proved serious in- 
jury but which have not been given any relief. We would like to add 
our voice to that group, the wood-screw manufacturers of the United 
States. 

Mr. Stmpson. You are expressing your own opinion there? 

Mr. Byrne. Yes. I represent approximately 18 wood-screw manu- 
facturers who employ between six and seven thousand employees, and 
who have millions of dollars invested in plant equipment and ma- 
chinery to manufacture wood screws. 

The Cuamman. How many are employed by your companies? 

Mr. Byrne. Between six and seven thousand employees. 

The CHarrmman. In how many towns? 

Mr. Byrne. Approximately 10 different towns and cities. 

The Cuarrman. Thank you. 

Mr. Byrne. The wood screw, gentlemen, is not a screw made out 
of wood. It is made out of iron or steel, and it is used to fasten wood. 
I also happen to represent manufacturers of machine screws, cap 
screws, socket screws, which are screws used to fasten metal together. 
These items, including wood screws, are extremely important to na- 
tional defense. The proverbial story of the horseshoe nail applies 
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toscrews. When we have an all out emergency, we cannot put together 
the items of war we need without screws to do it. 

The employees in this industry are highly trained. The machinery 
is very specialized, and it takes about a year to train an employee to 
run wood screw manufacturing equipment. The equipment is highly 
technical and highly organized, which cannot be produced quickly in 
time of emergency. It must be on hand when an emergency occurs. 
If it is not there, we will not have the screws with which to put things 
together. 

The Cuamman. I assume under the circumstances you do not have 
a very large turnover in labor ? 

Mr. Byrne. We do not. We have a relatively small turnover in 
labor. We cannot depend on imports. The Tariff Commission and 
United States Department of Commerce figures show that during 
World War II we did not receive any imports from any of the countries 
which are now exporting wood screws to us. Not only did we have 
to manufacture for our own use completely, but also we exported 1 
large quantities to our allies. 

Today our export market is gone. The domestic wood-screw in- 
dustry has not been able to compete with the foreign manufacturers 
in foreign markets, and accordingly, there are no exports to speak of 
from this country today of wood screws. 

As I mentioned a moment ago, we have been through the mill of 
the Tariff Commission. We presented our position to the Interde- 
partmental Committee on Trade Agreements in 1951. After the de- 
valuation of the English pound and other currencies in September 
1949, and following reductions also in the tariff on wood screws from 
25 percent to 1214 percent on January 1, 1948, and June 6, 1951, the 
imports flooded this country in unprecedented and fantastic quantities. 

Mr. Curtis of Nebraska. May I ask at this point, where did they 
come from ¢ 

Mr. Byrne. Primarily from England, Sweden, Japan, Austria, 
Italy. At the present time the largest importing country to this 

‘ountry is Japan. A few years ago that was not the case. It was 
E ngland and Sweden. 

I would like to refer you quickly to this chart which appears on 
page 6 of my statement, indicating how this industry was not faced 
with many imports prior to Worl 1 War Il. Prior to World War II 
the imports were primarily from Japan, and were even troublesome 
at that time because of the great disparity in cost of manufacture in 
Japan and the United States. However, they made relatively little 
headway unt il you see beginning in the middle of 1950 when we were 
confronted with an avalanche “following the tariff reductions, and 
the manipulation of foreign currencies. 

Mr. Curtis of Nebraska. Could I ask you something else at that 
point ¢ 

Mr. Byrne. Yes, sir. 

Mr. Currts of Nebraska. The trade agreement with what nation 
vas this tariff reduced from 25 to 15 percent? 

Mr. Byrne. The Benelux nations. 

Mr. Curtis of Nebraska. Were they the principal producers of 
wood screws at that time? 

Mr. Byrne. They were. They were the ones apparently most in- 
terested and did have the capacity to produce and send to this country. 
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Mr. Curtis of Nebraska. But in the practical situation it worked 
out that a concession made to them, ap vais the most-favored-nations 
treatment, created competitors where your principal competition was 
not the Benelux nations at that time, is that right ¢ 

Mr. Byrne. That is correct. 

Mr. CuRTIS of Nebraska. With what co intry did they reduce that 
15 to 121% percent ¢ 

Mr. BYR NE. Also Benelux. 

Mr. Curtis of Nebraska. That was in 1951? 

Mr. Byrne. That was in 1951. 

Mr. Curris of Nebraska. Who were the principal importers at 
that time ? 

Mr. Byrne. At that time the principal importers were Sweden, 
Belgium, some Dutch, and Great Britain. 

Mr. Curtis of Nebraska. Why is this foreign competition tough ? 

Mr. Byrne. Because of their labor advantage. We believe in this 
country we have the finest, most skilled wood-screw producing equip 
ment in the world, but we cannot compete with the low foreign wages— 
for ex: umple, the wages of 20 cents an hour. I believe the gentleman 
just prior to me mentioned 19 cents an hour. I intended to mention 
that if we could import Japanese labor to manufacture wood screws in 
American plants without reference to fair labor standards acts, and 
the minimum wage provisions of the Walsh-Healy Act, and our other 
labor statutes, we would be able to produce wood screws at a very, 
very much reduced cost than we do today. 

Mr. Curtis of Nebraska. Generally speaking, all the nations uss 
about the same method of manufacture. do they ¢ 

Mr. Byrne. Yes. Some of the nations have a very high degree of 
machine productivity. In Great Britain, for example, the great screw 
producing concern of Gestin & Nuttlefold is reputed to have the pro 
due tive capa ‘ity equi ul to or gre ater than all the wood-screw produc ng 
companies in the United States, and has some of the greatest ma 
chinery available. 

Mr. ¢ CurrtIs of Nebraska. What is the machinery situation in Jay 
in re rard to this? ' 

Mr. Brann. We have less information on that point. We are led 
to believe that their machi ery may not be quite as productive as ours 
Their chief advantage is in the lower wage seale. 

Mr. CURTIS of Nebra ka. Is it your opinio that all the fi reien 
countrie ~ do have sufficient machine rv so that the ir advantage cannot 
be offset merely by saying that the United States 
latest machinery 

Mr. Byrne. Yes, that is right. Their machinery may not quite 
equal ours 1n some re sper ts in some cases 


Mr. Curtis of Nebraska. That is all, Mr. Chairman. 


producers have the 





Mr. Byrne. I would like to take one moment to direct my attention 
to the Simpson bill it self, We believe that the new wording relat ng 


to injury is desir able. that the elimination of the word “serious” to 
ether with some of the other changed wording there may bette in- 
dicate to the Tariff Commission, the State Department, and other 
agencies of the Government that have to do with this matter, the in- 
tention of Congress that individual industries which are injured and 
can show injury, as we believe we have, will receive some as tance 
and aid. 
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We are not sure, of course, that the wording of the bill will give 
complete relief; that is, the people on the Tariff Commission who 
think as they do, when they use the new wording of the Simpson bill, 
may not provide the necessary relief. But we believe that the word- 
ing in the Simpson bill is perhaps the best that can be had under the 
circumstances, and certainly better than the present law, and there- 
fore we are wholeheartedly supporting it. 

| would like to mention just briefly in connection with the imports 
and the resulting effect on employment and prices, and so forth, that 
we have the area problems in towns such as Terryville and Willi- 
mantic, Conn., where wood-screw plants are located, where they rep- 
resent the chief sustenance to the people in those areas. 

We would like to suggest, gentlemen, that this phrase “Trade, not 
aid” is a deceptive one. ‘The sagacity of giving trade and sacrificing 
individual industries for the benefit of the overall problem that we 
have with Russia is not the way to do it. We take the position, and 
the manufacturers feel that if it is a problem of fighting the Russians 
or the eastern nations, that it should be done in the form of aid and 
our Nation doing it as a whole, rather than sacrificing individual 
industries, such as the type that has been coming to you today. 

I would also like to make the point briefly that in the matter of 
competition in this country, we have tried to equalize as much as 
possible the conditions. For example, we have laws such as the Trade 
Commission Act, the Robinson-Patman law, which provide for fair 
competition. We find that imports from these countries not only 
result in lower prices due to the wage differential, but also we have 
situations arising of further unfair competition. At this point I 
would like to refer briefly to the situation relating to the Bridgeport 
Hardware Co., of Bridgeport, Conn., which over a period of years 
has developed through a great deal of work and effort the manufac- 
ture of a small belt ax. When we look at a product of this kind, it 
is hard to believe that a lifetime of work has gone into it to make it 
proper, efficient, and a good product, but that is the case. 

This product is now being offered by a West German manufacturer 
in the United States at a price below the cost of the American pro- 
ducer who has developed and made this ax an accepted product on 
the market. He has gone out and developed a market for it. So we 
have the situation of the importing manufacturer making a so-called 
Chinese copy of the ax and bringing it into this country and selling 
it at a price below the cost of manufacture of the American producer. 

I would like to just pass these around, if you would like to look at 
them to distinguish between them. 

Of course, we can say that legally we might have a remedy against 
the exact duplication of a product which has a proprietary interest, 
but when the product is imported from foreign countries, legal 
remedies become frequently unavailable. 

As I say, we appreciate the splendid attention you are giving to this 
problem. We know in the wood screw and other industries faced with 
this problem that they must have some relief soon. This matter of 
studying the tariff situation for another year is to delay the action 
unnecessarily. We believe that a law such as the Simpson bill should 
be passed quickly and without delay. As we all know when a lower- 
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priced product comes into the market, it is going to displace the 
higher-priced product. Industry has made this country great and 
unless we take some steps, realizing that to assist industry, we may 
be confronted with very serious injury from a national standpoint. 

Thank you, Mr. Chairman. 

Mr. Simpson (presiding). Are there any questions? Mr. Sadlak. 

Mr. Sapuiak. Mr. Byrne, in connection with this wood screw you 
have had an investigation, you have not attained the relief, and you 
feel that the industry has some hopes in the Simpson bill? 

Mr. Byrne. Yes; that is correct. 

Mr. Sapiak. Mr. Chairman, as to the situation in regard to these 
two axes, it was hard to decide which was the American and which 
was the competitor. In that connection, I received a letter today from 
the Bridgeport Hardware Manufacturing Corp. of Bridgeport, Conn., 
and I would like to ask unanimous consent that this letter, because it 
details the proposition, be inserted in the record at this point. 

Mr. Simpson. Without objection, it will be inserted in the record 
at this point. 

(The letter is as follows:) 


THe BripGePport HARDWARE MANUFACTURING CorP., 
Bridgeport 5, Conn., April 28, 1953. 
Hon. ANTONI N, SADLAK, 
House of Representatives Office Building, Washington, D. C. 

DEAR REPRESENTATIVE SADLAK: As the representative from Connecticut for our 
corporation, we are requesting you to handle an assignment for us which has to 
do with the so-called Simpson bill H. R. 4294, which is the trade-agreement 
extension bill, so-called. 

The writer has heard good things about you but has never had the opportunity 
to meet you and shake your hand, and at this time we really have something 
that is very important to this corporation, to its employees, and others, and we 
are asking your very special attention and your interested action for our ac- 
count on this bill, which we understand will have hearing before the Ways and 
Means Committee of the House of which you are a distinguished member. 

This hearing is to be held on April 29, Wednesday of this week, and we are 
having our representative, Mr. George P. Byrne, Jr., attend this hearing and it 
is his intention to testify for our interest and the interest of other manufacturers 
in our general industry, as we all manufacture mechanics’ hand service tools. 

Hereinafter in this letter are stated our reasons for asking to have this bill 
reported out favorably for action of House and Senate at the earliest possible 
date. 

For more than 20 years this corporation has been manufacturing a special 
Boy Scout Ax and/or belt ax of exclusive model, design and construction, known 
to the hardware trade in the United States and elsewhere and abroad, as No. 424 
belt ax and sheath. 

Improvements in design and construction have been engineered and worked 
out during the period of 20 years and this ax in that period has been developed 
to a state of perfection of design, etc., and made a most practical tool of its 
kind, and for this reason we have been able to create in the United States, in 
practically every State, a large and well-distributed demand. This covers the 
United States, Canada, and other countries of the world. 

Both in the development of this product and in the sales effort, we have spent 
a lot of time, engineering, and money. 

This ax in this model is our special property and we own it on account of hav- 
ing done all of this development work and because we have made a firm estab- 
lished market for it. 

We have as a valued distributor, one of the largest wholesale jobbers in the 
United States who, only 2 days ago, advised us of the following situation which 
we wish to explain and which we will explain in detail for your consideration. 

An import concern in New York City has offered our distributor referred to 
above, a belt ax and sheath made in an European country, an exact duplicate of 
our ax, known as No. 424 Bridgeport belt ax, to the minutest detail, which seems 
to be a Chinese copy of our ax. 
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These axes are offered our distributor at a price per dozen, f. 0. b. New York, 
which is substantially lower than our cost of our own ax which we sell to the 
distributor at more than $4 per dozen higher than the price at which the New 
York importer is supplying this foreign ax to our wholesale hardware distribu- 
tor—and our profit is a limited one. Also please note that this is an ax which 
we have been manufacturing in substantial quantities for more than 20 years. 

irom the best information we can get, this foreign ax is being sold by the 
European manufacturer at about $12 per dozen and the importer in New York 
pays a 30 percent ad valorem duty on this $12 price plus approximately 90 cents 
per dozen more for the freight and handling charges between the European port 
and know-how, we now find ourselves in a position to be crowded out of your 
to $16.25 per dozen and he is offering to sell it to our distributor at $18.75 per 


agozen 

Now, the importer’s selling price is substantially less than our cost of produc- 
tion and ne price of our ax After 20 years of active, intensive effort to manu- 
facture tl tem ata nimum cost, using modern machine tools and equipment 
and know-! , we now find ourselves in a position to be crowded out of ou 


irket which we have developed over a good many years, as above stated, on an 
item which we originated and have built up a large and valuable business on. 

We submit to you, sir, and to the members of your committees that our corpora- 
tion and its 175 employees are entitled to some very definite protection against 
this type of mnpetitor from a country where labor costs are very much below 
ours in the United States and in this instance, the labor costs must be approxi- 
mately half « "costs 

We respectfully request you and the members of your committee to use your 
very best efforts in reporting favorably on this Simpson bill, H. R. 4294, so that 


some action may result in the early months to come and before this foreign 
producer, having copied our exclusive product of Many years standing, can, and 
actually does, undermine our market on this important item which, by the way, 


we have been quite successful in placing in the hands of many thousands and 
tens of tl sands of the boys of our country in their Boy Scout work, camping 


work, etc., in connection with the Boy Scout organizations 
If you succeed in getting this bill reported favorably, our representative, Mr. 
Byrne, and others in our industry will welcome the opportunity to testify before 


committees of the House and Senate and their hearings when this bill comes up 
for consideration and action. 

At the hearing of your committee on April 29, Mr. George P. Byrne, Jr., who 
represents us, will have for vour inspection one of the foreign-made axes as well 
as one of our Bridgeport axes, of which the foreign ax is a Chinese copy or 
duplicate 

Yours ver uly, 
HArry B. Curtis, President. 

Mr. Sapiak. The ax situation, as I find in this letter, has just come 
about in the last couple of days. It is something completely new. 
Without taking the time of the committee, I hope that the members 
of the committee will also peruse this letter in the record, because it 
brings a threat from imports to an established American concern and 
its employees very vividly tous. The injury does not as yet exist. An 
injury will, undoubtedly, come about very shortly if what has been 
outlined by Mr. Harry B. Curtis, president of the Bridgeport Hard- 
ware Co., takes place. 

It is further felt that the provisions in the Simpson bill would be 
a source of relief if what they anticipate should occur. 

Mr. Smupson. Have you finished, Mr. Sadlak? 

Mr. Sapiaxk. That is all I have to say. 

Mr. Srrson. We thank you for your appearance before the com- 
mittee, Mr. Byrne, and for your testimony. 

Mr. Byrne. Thank you. 

Mr. Srwrson. The next witness is Mr. L. B. McKinley, scientific 
instrument sales manager, Bausch & Lomb Optical Co., Rochester, 
ab 
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STATEMENT OF L. B. McKINLEY, SCIENTIFIC INSTRUMENT SALES 
MANAGER, BAUSCH & LOMB OPTICAL CO., ROCHESTER, N. Y. 


Mr. McKrntey. Mr. Chairman, my name is L. B. McKinley, scien- 
tific instrument sales manager, Bausch & Lomb Optical Co., Roches- 
ter, N. Y. 

This statement is submitted by susch & Lomb Optical Co., Roches- 
ter, N. Y., in support of H. R. 4294 to amend the so-c alled Trade 
Acreements Act and to extend it = a further period of 1 year from 
June 1953. 

In 1950 this company appeared before the Ways and Means Com- 
mittee and the Finance Committee of the Senate in opposition to the 
bill to extend the Trade Agreements Act without amendment. Since 
the statements made at those hearings are available, they will be sum 
marized in this statement only as background. 

The Bausch & Lomb Optical Co., which was founded in 1853, 
today the only fully integrated optical manufacturer in this country, 
produci ing optical and ophthalmic glass as well as a complete line of 
scientific optical instruments and opthalmic products, including spee- 
tacle lenses and frames. The elimination of any one of these inter 
related product lines would have a crippling effect on the company, and 
similarly, on the industry as a whole. 

The industry is different in one major aspect from most other Amer 
ican industries. The nature of its products requires a very high de 
gree of skilled manual operations. 

The manufacture of microscopes is largely a matter of handwork. 
At least 70 percent of the manufacturing cost of a high-grade micro- 
scope, for instance, is represented by cost of labor. There is less 
mechanization in the manufacture of microscopes than is true of most 
products produced in the United States. Streamline assembly-line 
procedure is not possible because the quantities involved are not large 
enough to warrant the elaborate tooling and breakdown of individual 
operations as is true in the case of products made in large quantities 
such as automobiles, radios, refrigerators, and the like. 

The world absorption of microscopes can be measured in thousands 
rather than in millions as in the case of most consumer durable goods, 
and even in the quantities involved a great many different models are 
necessary so that the unit production does not lend itself to elaborate 
mechanized methods. In the United States the manufacture has been 
planned to include just as much use of automatic machinery and 
modern production methods as the quantities will allow, but in spite 
of this the use of hand labor is still an all-important factor. Thus 
the cost of the product is largely dependent on the cost of the in- 
dividual labor. For this reason United States manufacturers find it 
extremely difficult to compete with the products of foreign suppliers 
where the rates of labor are substantially lower. 

While reliable data on labor rates paid in foreign countries are 
difficult to obtain, our only figures being as of 1950, we understand 
that, whereas at Bausch & Lomb labor on microscopes then averaged 
about $1.80 an hour and now averages slightly over $2 per hour, 
similar labor was then available in England at from 45 cents to 71 
cents per hour; in Germany at from 30 cents to 40 cents per hour; 
in Italy at about 30 cents per hour, and in Japan at about 12 cents 
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per hour. As we stated before this committee in 1950, we estimated 
at that time that, could we have adjusted our direct labor rates to the 
Japanese level, using all other than actual cost elements, we could 
have put our 7x,35 binocular in the dealer’s hands at $23.50, as com- 
pared to the then Japanese price of $37.50, and our actual price of 
$108.50. The consumer price, including excise tax, of this Bausch & 
Lomb glass was $186. The Japanese glass had been variously quoted 
at $60 to $68. Using Japanese labor rates, our price to the consumer 
would have been $40 and left us the same percentage of profit. Even 
if foreign rates have increased to some extent since 1950, they are 
still so far below ours that we have no reasonable hope of competing 
on a fair basis. 

With the labor cost being as high as it is in the manufacture of 
these instruments, it is obvious that the domestic industry cannot 
compete with imported products even with the present tariff pro- 
tection. 

In 1950, in the company’s statements before the House and Senate 
committees, it was emphasized that, while the situation was then very 
serious, there was every reason to believe that it would become worse 
unless definite steps were taken to give real protection to the domestic 
producers. That prediction has come true. In 1946 Japanese binocu- 
lar sales amounted to less than 1 percent of those sold on the American 
market, 83 percent being of Bausch & Lomb manufacture. In 1949, 
56,000 binoculars were imported from Japan, and our share of the 
market dropped to 31 percent. In 1950, Japanese imports increased 
to 80,000, in 1951 to 118,000, and in 1952 to 168,000, our percentage of 
the market in those years being 25, 23, and 18 percent. In the past 4 
years our sales have averaged about 6,000 per year. 

Mr. Curtis of Nebraska. May I ask you something there? 

Mr. McKin.ey. Surely 

Mr. Ccrris of Nebraska. In 1946, you had 83 percent of the market ? 

Mr. McKintey. Yes. 

Mr. Curtis of Nebraska. By 1951, you had 18 percent? 

Mr. McKinuey. Yes; that is right. The actual was 1946 we had 
82.9 and in 1947 we had 75.5; in 1952, we have 18.4. 

Mr. Curtis of Nebraska. You have no domestic competitor ? 

Mr. McKiniry. None in this quality glass, no. 

Mr. Curtis of Nebraska. In 1951, you sold 6,000 units and the 
Japanese sold 168,000, is that right ? 

Mr. McKrntey. That is 1952, sir. May I give you this chart which 
shows you all the records? 

Mr. Curtis of Nebraska. I followed it when you read it but it was 
almost unbelievable. 

Mr. McKintey. May I continue? 

Mr. Curtis of Nebraska. Yes. 

Mr. McKrn ey. In the field of microscopes we have every reason to 
believe that a similar situation prevails. While no figures are avail- 
able which would enable us to compute our percentage of the market, 
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the following tabulation indicates the great increase in importations 
since 1948 from the principal foreign sources: 


Germany Brita Ita Jay Ot 
1948 785 28 1 l 
l 1, ¢ 42 { 19 
1950 3, 291 208 QR7 1, RO 4 
1951 5, 237 | 522 999 1. 63 1 
1952 4, 363 43 1, 305 1, 32 105 


I would like to explain why that went down slightly in 1951 
and 1952. You will remember that the E. Leits Corp. of Germany 
was in the hands of the Alien Property Custodian and for a period of 
t or 5 months they were inoperative in this country. We feel that 
the drop in that year is due to the fact that they were out for 4 or 5 
months. 

During the same perion sales of our principal mi roscope models 
dropped about 60 percent, sales of monocular laboratory scope being 
in 1952 only 27 percent of 1948, and sales of binocular microscope 5 
being 70 percent of 1948. 

Naturally, because of the low labor rates in foreign countries, the 
prices at which their microscopes are imported are far below ours. 
A study of the tariff figures for the past 2 years shows that in 1951 
the average Japanese model was imported at $63, and in 1952 at $67, 
German models were at $90 and $108 for the 2 years, and Italian at 
S80 and $73. During the same period the net price on our most 
comparable model was $293. 

In this connection it is worth while pointing out the selling prices 
of these microscopes to domestic purchases as compared with their 
prices for tariff purposes. While such data are unobtainable for most 
countries, considerable is known about the prices quoted for Italian 
microscopes. <A large proportion of those imported from Italy have 
been purchased by the Armed Services Medical Procurement Agency 
for the use of the Army, Navy and Air Force medical services. Since 
these purchases are made on open bid, the quote prices are a matter 
of public record. In 1952, for instance, when the tariff records in- 
dicated an average price of $73, the price quoted to ASMP A and at 
which it purchased was $303. Obviously either an extremely low 
value is put on these instruments for duty purposes or the Govern- 
ment is paying a disproportionately high price to the importer for 
his services. 

The effect of these low-cost imports on United States exports has 
been ruinous. The following table shows the export sales of all 
Bausch & Lomb microscopes for the past 5 years, expressed in pel 
centages, taking 1948 at 100 percent: 

1948, 10) percent. 

1949, 32 percent. 

1950, 21 percent. 

1951, 9 percent. 

1952, 2.5 percent. 

We have no reason to expect that this trend will be changed in the 
foreseeable future. 
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The most ser ious effect of these imports is on the company’s skilled- 
labor force. As an example, in 1948 the company had 345 employees 
panies directly on the manufacture of microscopes, which consti- 
tute by far the largest volume of its scientific-instrument production. 
In 1949 this number dropped to 272 and in 1950 to 153. It rose to 
203 in 1951 and fell again to 176 in 1952. Fortunately for the present 
time at least, it has been possible to keep most of these people at work 
on Government contracts, involving other products, but when these 
contracts terminate it is more than like ly that these people, who have 
years of training and expr rence in Op tie ‘al mk unufacture, will have to 
be laid off. 

Even 345 people is a very small nucleus around which a major ex- 
pansion could be built, but if only 176 are available any expansion 
would be a long term one at best. Yet there can be no question of the 
importance of the whole optical industry in time of national emer- 
gency. During the last war the comp —* production of optical glass 
rose to a peak rate of 2,250,000 pounds annually as compared with a 
prewar average of about 65,000 sound: The entire glass producing 
industry, some of whom were not even in the business in 1937, went 
from a production of 5,000 pounds a month in 1988 to over 300,000 
poo a month in 1943, an increase of 60 times. During the years 
1936, 1987, and 1938 the company’s average scientific instrument sales 
totaled $4.500,000. Yet it was called upon to expand to such a — 
that its total of such sales to the Government for the period from 
1941-1945 amounted to $117,000,000. Fortunately, the industry was 
able to meet its commitments to the Government. However, it must 
be remembered that the war was 2 years old when we entered it. It 
is certainly unlikely that we will be that fortunate again. 

Dr. Frederick Wright, technical adviser to the War Production 
Board and the Army and Navy Munitions Board, in his report en- 
titled, “Development of the Optical Industry in the United States 
during World War IL’, points out that “In the manufacturing field 
the optical inductry is a small but important element. It produces the 
optical instruments used by combat units for observation and fire con- 
trol purposes, for photography and mapping, and for laboratory and 
medical tests. A modern Army or Navy unit without optical instru- 
ment equipment would be handicaped and nearly helpless under 
enemy attack.” He goes on to state that in peacetime the optical in- 
dustry produces only 5 percent of the amount needed by the services 
in time of war. 

Obviously, if any industry is going to be called on for such ex- 
pansion, it must be maintained in a healthy state under normal con- 
ditions. Yet the policy of the Government, both before and after the 
last war, has been such that should it continue it may be impossible 
for the industry to survive. 

Tariff protection is vital, but in the light of the foreign labor rates, 
we do not believe it isenough. A higher tariff would doubtless cause 
some reduction in the volume of imports from Germany and Great 
ritain, but it is questionable whether even a 100-percent increase in the 
present rates would | have much effect on the instruments coming in 
from Italy and J ipan, aaa their prices are so low that even that in- 
crease could be absorbed by the importers and still permit them to 
undersell domestic producers. We believe that only a quota system 
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will give the protection necesary. Great Britain, for example, to pro 
tect its optical industry, allows no imports without specific permis 
sion. If this were based on prewar volume of imports, or even at 
the 1948 level, it would permit domestic manufacturers to realize 
sufficient sales to keep their production organizations intact and to 
develop and improve their products and product lines and keep 
American industry at its present top level both as to design and 
quality. 

It is plain that a continuation of the Trade Agreements Act in its 
present form will offer no solution to the problem. On the other hand, 
it is at least a possibility that if H. R. 4294 is passed the industry will 
be able to obtain some relief. Its provision giving relief in the event 
of “unemployment of or injury to American workers * * * produc 
ing like or competitive articles, or impairment of the national secu- 
rity” and permitting the Tariff Commission to limit the quantity of 
imports, if properly administered, can give the indust ry the provection 
it requires. 

The CuarrMan. Your industry is essentially located in Rochester, 
is it not 4 

Mr. McKrin.tery. Yes; that is the only industry. 

The CuatrMAN. How many people do you employ 4 

Mr. McKinutey. At the present time, it is around 5,000. 

The CuatrmMan., In the city of Rochester ? 

Mr. McKintry. Yes, sir. 

The CuatrMAn. Mostly men? 

Mr. McKinutey. I would say over 70 percent men, yes. On the spec 
tacle end, they use women. 

The CHarmMan. What is the size of your payroll ? 

Mr. McKinzey. I am sorry; I do not know really. 

The CuarrmMan. They pay quite high wages? 

Mr. McKrntey. They are very high wages. 

The CuatrMan. What do they average ? 

Mr. McKintey. On scientific instruments, they are running about 
$2 average. That is on scientific only. 

The CuatmrMaNn, $2 an hour? 

Mr. McKintry. Yes, sir. 

The CuatrMan. Could you estimate a little bit how much that 
average would be with all your employees? 

Mr. McKinuey. $1.75 an hour. 

The CuarrMan. That is quite a payroll in the city of Rochester, is 
it not? 

Mr. McKIntey. It is that. 

The CnarrmMan. And it goes to help out all your civic activities in 
the city. 

Mr. McKintey. That is right. 

The CnairMAN. Rochester is a beautiful city. 

Mr. McKintry. We are quite proud of it. 

The CHarrMan. As a matter of fact, the payrolls in the city are 
the important thing. They are more Im} ortant to the commun ty 
than the profits, are they not ? 

Mr. McKrnNtry. Much more, sir. 

The CHAIRMAN. So we reduce the standard of living if we let the 
people from abroad take over. We would increase their standard of 
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living, and your people would have difficulty in going into another 
business. 

Mr. McKrntey. That is right. 

The CuarrMan. What is the average age of your employees? 

Mr. McKrntey. I do not know that I could answer the average 
age. We have over 625 employees who have been with the company 
over 25 years. 

The Cratrman. Many of them have their homes established, and 
it is not easy for them to pull up roots and go elsewhere ? 

Mr. McKrntey. A man who has been in one industry for 25 years 
finds it almost impossible to go elsewhere. He is too old to be accepted 
elsewhere because he cannot compete with younger men, and he has a 
real problem. 

The Cuatrman. There are about 800,000 new workers coming into 
the market every year. That is not a small item just to take care of 
that. The private enterprise system would soon smash up if we did 
not find a way of taking care of the number of people coming into the 
industry. 

Mr. McKrntery. That is right. I think you are familiar with the 
training program our company has carried on in the city of Rochester, 
our relations with IRT and Edison Tech, and the training we have 
done for new technical people. 

The Cuarrman. It is a very commendable work, and you have a 
great company there, one I think everybody admires. 

Thank you for your testimony. 

Mr. McKrixtey. Thank you, sir. 

The Cuatrman. Reference has been made to Japanese competition. 
Whatever agreement is worked out with Japan, it is a great inter- 
national headache as far as trade is concerned. I remember that the 
people who make zippers have informed us that Japan can undersell 
them. 

Mr. McKrntey. I would like to bring out one more point. If we 
have a reciprocal agreement with Gres it Britain whereby all nations 
are supposed to be t treated the same, why is it that Great Britain will 
not permit scientific instruments to come into their country without 
permission from the Board of Trade? 

The CHatrman. They have a license system on most of the pro- 
ducts, do they not ? 

Mr. McKrntey. No; you have to get permission to bring in any 
scientific instrument into Great Britain, and get specific approval 
from the Board of Trade. 

The CxHarrman. It is another name for it, but it is essentially a 
license system. 

Mr. McKrntey. Yes, sir. So trade barriers mean nothing as far 
as tariffs are concerned. 

The Cuatrman. We have testimony here that Britain is claiming 
to make some concessions and lower the tariff 10 percent on bicycles 
and then turned around and would not let any bicycles into their 
country. 

Mr. Simpson will inquire. 

Mr. Stmpson. There are areas, if I understood your report, wherein 
even if we went back to the tariff rates which prevailed prior to these 
trade agreement acts, back to the 1930 and 1933 law, the possible 
relief in those areas would not in your opinion be sufficient. 
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Mr. McKrntry. That is right, sir. 

Mr. Simpson. It is for that reason that you would hope to have some 
relief available to you upon application within H. R. 4294 under parts 
that permit the imposition of quotas? 

Mr. McKrn ey. That is right, sir. 

Mr. Simpson. That part of the proposed bill becomes very impor- 
tant to your industry ¢ 

Mr. McKIN.ey. We feel it does, sir. 

Mr. Stmpson. Of course, from the national interest standpoint, as 
contrasted with your own individual company and its employees, 
this matter of your essentiality with respect to war is a vital interest 
that the committee must consider here. Two figures would seem to 
indicate that if we go on in a short time you may only have 175 men 
skilled in the lines of making microscopes and binoculars which are 
necessary during wartime. 

You might repeat, in the event you had so few men available and 
we were called upon to expand the industry, in the United States, 
comparable to the extent we had to expand it a few years ago, you 

say it would take quite a long time. 

‘Mr. McKinzey. During the last war it took us 2 years to build up 
to a peak and that was the 2 years we had before we entered the war. 
It gave us a chance by having 2 years’ leeway to build up an optical 
industry. Even during that time we were supplying Disads and 

England with binoculars, so that gave us a start in the direction of 
building up. So at the time Pearl Harbor happened, we were in very 
much better position of having had 2 years of expansion. If we 
started out with 176 men to expand and had lost the others, as I said 
in my report, we have not lost those men, we have maintained them 
on Government contracts, but we all feel that Government contracts 
are going to be withdrawn in a et period of time—we hope—and 
in that case we are going to depend entirely upon the commercial 
business which, from tliese figures alone, would indicate that we have 
gone down to 70 percent of our production, 

Mr. Srmpson. Your considered opinion is that the only way to pre- 
serve your industry for essential and necessary work during wartime 
is by giving it a substantial part of the domestic market in peacetime 
years ? 

Mr. McKrntey. That is right, sir. 

Mr. Simpson. And you further believe that the only way to do that 
is by the imposition of a quota under certain findings on the part of 
the accredited agency of government ? 

Mr. McKrxtey. That is right. I would like to say this: In nearly 
every case where there has been a petition to lower tariffs, that coun- 
try which has asked for the lowering of tariff has not benefited in 
the optical industry, at least, from the reduction of the tariff. Some 
other country with lower labor rates has come in and taken away 
the market. In the last meeting it was France who asked reduction 
on the binoculars, and from the record you can find that France is 
not producing anything like the binoculars that they were before 
because Japan took that “market aw ay from them. 

Mr. Srmpson. I assume you manufacture many things other than 
those you have emphasized here? 


Mr. McKuintey. Yes, sir. 
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Mr. Stmpson. IT want to ask you, and I would like to know, do the 
other parts of your business benefit greatly by reason of the cuts that 
have been made in the trade agreements / 

Mr. McKiniey. I beg your pardon / 

Mr. Sivpson. Are you heavy exporters in other lines of your 
products? 

Mr. McKrintry. I gave just the binoculars. Our total exports, in 
cluding the spectacle lenses, have dropped at least 90 percent from 
where they were. 

Mr. Srmpson. So far as your whole operation is concerned, the 
trade agreements to the extent that they were intended to help Amert- 
can business as we have been told in the past have not operated to your 
advantage, then ? 

Mr. McKintey. None whatever. 

The Cuarman. Any other questions? 

If not, we thank you for your appearance and the information you 
have given us. 

Mr. McKinuey. Thank you. 

(The following material was submitted for the record :) 


SUMMARY STATEMENT BY THE OPPLEM Co. 


This statement is submitted by the Opplem Co. of New York City and Lynch- 
burg, Va., importers of scientific instruments for 26 years. While favoring ex- 
tension of the Reciprocal Trade Agreements Act, we oppose passage of H. R. 4294 
because the act would be ciippled by the amendments proposed therein. 

Opplem manufactures scientific instruments in the United States and dis- 
tributes microscopes and other scientific instruments imported from Italy. Long 
experience qualifies us to state unequivocally that Italian microscopes together 
with all other imports are not causing harm to United States security nor to 
United States industry or labor. The facts on this are very clear. 


A. UNITED STATES PRODUCTION OUTSTRIPS IMPORTS BY AT LEAST 25-30: 1 


Domestic production in 1952 appears to have been a minimum of $20 millions, 
probably much more; imports only $700,000. Does this suggest that United States 
industry is threatened by imports? 


B. UNITED STATES EXPORTS EXCEED IMPORTS BY 50 PERCENT 


United States microscopes and accessories obviously must be competitive with 
foreign products, for United States products valued at $1,034,000 were exported 
to T7 countries and «ce pende cies in 1952. Moreover, these exports exceeded 
imports by 50 percent. 

A sharp drop in exports from the United States since 1948 has been attributed 
to imports. This is unrealistic. Firstly, imports into the United States do not 
affect United States exports. Either United States products are compteitive 
ibroad, or not. Obviously, they were in 1952—over $1 million’s worth. Secondly, 
1948 was an abnormally high year for exports because foreign supplies from war 
damaged Germany, Italy, and Japan had not yet returned to international 


nar 


rkets. Thirdly, exports to Soviet bloc countries have fallen sharply as the 
result of strategic export controls. For example, exports to China fell from 


$310,000 in 1948 to $47,000 in 1949, to zero in recent years. Finally, the drop 








in exports was nowhere near as sharp as claimed. According to official statistics, 
from 1948-52 exports by the United States industry dropped less than 58 percent, 
not 97.5 percent as the report of Bausch & Lomb Optical Co. might lend one to 


believe. 


Cc. LOWER LABOR COSTS ABROAD ARE SO OFFSI bY OTHER HIGHER COSTS THAT IMPORTS 
CAN BARELY COMPETE WITH UNITED STATES PRODUCTS 


here are three very important points here. 
1. Because of heavy distribution costs, duty, etc., Italian scopes are only about 


t 


iO perce! heaper than Uni St s scopes. Bausch & Lomb admit their net 
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costs are $293: Italian scopes can be offered dealers at an average price of $263 

”. Italia agbor is 15 percent more expensive tha Bausch & Lea re] 
Verified statistics show average labor costs in Officine Galileo, Milan—a com 
pletely privately owned company—to be about 70 cents per hour, not 30 cents as 
reported by Bausch & Lom! Overlooked is the fact that Italian companies 
are required to pay heavy social security charges, Christmas bonuses, housing 
contributions, etc., which jack up wages from 43 cents to 70 cents. 

3. Several factors cance t the advantage of lower labor costs I y 
First, labor accounts for less than one-third of the final cost of an Italian scope 
sold in the United States, so lower lab osts are not of much advantage (in 
the United States, the Ce ix of Manufacture! shows the Hnparable labor 
cost figures as 3S percent.) Second, other costs italy, of money, materials 
and machinery, are far higher than in the United Stat Third, heavy costs 
are incurred in distributing Italian scopes in the United States. Fourth, United 
States output is high enough to permit sOme mass-produ n ¢ lies, W h 
economies are not possible in Italy because of low output. The fact is that the 


net profit per dollar of sales for Bausch & Lomb exceeds greatly that of the Op 
plem Co., and of the Italian manufacturet 


D. IMPORTS ARE NO THEEAT TO TH l rED 8 ES PRODUCTION BASE OR TO NATIONAI 
SECURITY 


The largest single purchaser of microscopes is the Defense Department In- 
structions to contracting officials require that they assure protection of the 
United States mobilization base before making awards to foreign firms (par. 


1 of an unclassified memorandum of June 19, 1952) Furthermore, the Joint 
Optics Committee has recommended stockpiles of optical glass adequate to 
protect us in the event of an all-out war. Also, the skills require for micro 


scope production are used widely in several other branches of the optical indus 
try, in several branches of which there are virtually no imports. Unlike pre 
war, there is a large optical instruments industry in the United States today; 
output was $94.8 million in 1951 and growing, against $8.7 million in 1989 
Finally, foreign labor is not displacing United States labor for, indeed, New 
York State reports a shortage of skilled labor for the optical industry 








I IMPORTS HAVE SAVED MONEY FOR THE TAXPAYER 


Government agencies buy imports at prices below the protected, high-profit 
United States price. As a result of this competition, American firms have 
dropped their prices to the Government nearly 20 percent and still make hand 
some profits. Note that before foreign competition the United States industry 
was able to bid higher, and identical prices to Government agencies. (See an 
nual report 1951, Senate Small Business Committee Report No. 1068.) Exten- 
sive antitrust litigation in Federal courts involving United States industry 
makes crystal clear that there has been an absence of real competition in the 
United States optics industry. 


F. IMPORTS BENEFIT HOSPITALS, CHARITABLE FOUNDATIONS, AND RESEARCH 
INSTITUTES 


Import prices may be lower or at least may hold down the United States price. 
The savings that hospitals and research foundations thus make permits more 
research in medicine and science besides, foreign skills, techniques, and 
equipment are essential to high-grade research 


( AN INCREASE IN DUTY, OR IMPOSITION OF QUOTAS, COULD KNOCK ITALIAN 
MICROSCOPES OUT OF THE UNITED STATES MARKET 


Competition with United States scopes is already intense and profits are low. 
A price increase, therefore, forced by duties could be a disastrous blow. Quotas 
could also be dangerous for they arbitrarily limit the kinds and quantities of 
imports. If imports were reduced or eliminated for either reason, the domestic 
industry would have a virtual monopoly on the market, with all the undesirable 
effects that this would entail. 
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OppLEM CoMPANY, INC. 
NEw YorK, N. Y. 


Because we believe that H. R. 4294 does not best serve the national interest, 
Wwe oppose passage in its present form. We favor, instead, extension of the 
Reciprocal Trade Agreements Act without crippling amendments. 


SAMUEL SANDERS, President. 





OpPLeM Co., INC. 
New York, N. Y. 
STATEMENT ON BINOCULARS 


While we are not at the present time importing binoculars, we have done so in 
the past, both post and prewar, in considerable quantities. We are therefore 
familiar with the market from both a quality and price standpoint. From both 
points of view it is clear that inexpensive imports do not compete with Bausch & 
Lomb binoculars, 

First: The quality of inexpensive imported binoculars is not equal to Bausch 
& Lomb. Under no circumstances could the quality of the imported binoculars be 
compared with the precision quality of the Bausch & Lomb binocular which is 
made to conform to rigid specifications. As we have much experience repairing 
and servicing Bausch & Lomb instruments, we know the workmanship is far 
superior to inexpensive imports. 

Second: Imported binoculars tap a completely different, low-income market. 
The statement made by Bausch & Lomb does not present a clear picture of the 
binocular market. There is the high-price, high-income Bausch & Lomb market 
and the low-price, low-income import market. The two are so far apart that 
they are not competitive. The large volume of low-price imports indicates that 
a new market has been created, catering to the lower income groups. It would 
certainly be unfair to deprive these groups of the opportunity to purchase an 
inexpensive binocular solely because Bausch & Lomb makes an expensive one. 

SAMUEL SANDERS, President. 





SUPPLEMENTARY STATEMENT BY THE OPPLEM Co., New York, N. Y. 


This statement is submitted by the Opplem Co. of New York and Lynch- 
burg, Va., manufacturers of scientific instruments and distributors of micro- 
scopes and other scientific instruments made in Italy. We believe that the 
Reciprocal Trade Agreements Act should be extended for 1 year, but without 
crippling amendments as in H. R 4294. 

In a preceding summary statement, it was been established clearly that im- 
ports of microscopes represent no harm to the national security, to American 
industry or to American labor; that the American taxpayer benefits; that hos- 
pitals, charitable institutions, and research foundations benefit; that real com- 
petition in the optical industy is introduced and maintained through such im- 
ports. In this statement we will develop in some detail the facts supporting 
this conclusion. We would welcome an equally frank statement by those claim- 
ing harm from imports. 


A. HOW DO DOMESTIC PRODUCTION AND IMPORTS COMPARE? 


The figures show that domestic production exceeds imports by about 25- 
30:1. Data on domestic production are not easily obtained. But Bausch & 
Lomb Optical Co., the largest firm in the industry, admits that about one-third 
of its production is scientific instruments * and that in 1952, microscopes accounted 
for “* * * by far the largest volume of its scientific instrument production.” ? 
Bausch & Lomb gross sales in 1952 were $52 million.* Thus, scientific instru- 


1 Hearings before the Committee on Finance, U. S. Senate, 82d Cong., 1st sess., on 
H. R. 1612. 

Testimony of Bausch & Lomb before the Committee on Ways and Means, House of 
Representatives, May 1953, on H. R. 4294. 

® Annual report, Bausch & Lomb Co. 
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ments would be about $17 million and if “by far the largest volume” means, say, 
75 percent, then Bausch & Lomb produced nearly $13 million of microscopes. 
Gross production in the remainder of the industry can be very conservatively 
estimated at $7 million. A minimum figure for the industry would thus ap- 
pear to be about $20 million. Even if the figure were somewhat lower, it 
would still have to be compared with imports of only $700,000 in recent years, 
an import figure which seems to be stable and which is far below the prewar 
level. 

In view of this disproportion, is it not stretching matters to claim that im- 
ports are harming domestic production? 


B. HOW DO DOMESTIC PRICES AND IMPORT PRICES COMPARE? 


Bausch & Lomb reports a net price for their average model of $293... After 
paying duty and all the other heavy charges described below, Italian scopes can 
be offered to dealers at an average price of $263, roughly a 10 percent difference. 
This is borne out in a recent Government bid for binocular microscopes when 
the Italian scope was offered at $315, the Bausch & Lomb scope at $3465.40— 
again, the 10 percent difference. With only this 10 percent differential, Italian 
scopes have real difficulty competing in commercial markets against the resources, 
strength, and reputation of Bausch & Lomb. That is why United States produc- 
tion vastly outruns imports, despite a minor price disadvantage. 

It is a misconception to consider Italian scopes as “low priced.” Because of 
high costs of distribution, overhead, advertising, duties, etc., incurred in the 
United States at United States cost levels, Italian scopes are, as we said, only 
about 10 percent under Bausch & Lomb scopes. Included among these costs are: 

(a) a duty of 45 percent advalorem 

(b) cost of freight, insurance, and handling 

(c) cost of advertising 

(d) cost of attendance at exhibitions and scientific demonstration 

(e) cost of maintaining inventories and supplies of spare parts 

(f) cost of servicing equipment provided for under guarantee on each instru- 
ment 

(9) cost of mechanical and optical checking of each instrument 

(h) cost of special equipment produced in the United States, which is added 
to the imported microscope; for example, special mechanical parts, 
plastic covers, special cases, ete. 

(i) printing of instruction books 

(j) costs of combatting the efforts by domestic industry to shut off imports. 

Census of Manufactures data for 1951 in the United States indicate that 
labor costs accounted for only 28 percent of the value of shipments of the 
optical industry, for there were $4.73 of shipments for each $1.80 spent for labor, 
the difference being accounted for by materials, distribution, overhead, adminis- 
tration, profits, and other costs. Eyually, with Italian products, labor accounts 
for only a small part of the value of shipments, the d fference being heavy dis- 
tribution and overhead costs incurred here. Thus, a microscope imported from 
Italy having a dutiable value of about $80 must be offered to dealers at several 
times this cost. 

Those who believe that the importer, distributor, or manufacturer has made 
much money from Italian imports are gravely mistaken. Net profits in recent 
years have been far less than the average for United States industry 


Cc. DO IMPORTS HARM EXPORTS? 


It has been claimed that exports of Bausch & Lomb instruments fell off 97.5 
percent from 1948 to 1952 because of “low cost” imports.° Now, this statement 
is indeed difficult to understand. 

First: What effect can imports possibly have on exports? Either United States 
products are competitive in world markets or they are not. What is imported 
into the United States cannot possibly affect the ability of United States micro- 
scopes to compete on markets abroad. 

Second: The year 1948 was an abnormally favorable year for United States 
exports. The world was starved for scientific instruments, buying widely from 
anyone who offered them. The United States was able to offer these products, 


‘'T-stimony of Bausch & Lomb, op. cit. 
® Ibid. 
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having geared to high production during the war, but the Germans, Japanese, 








Italians could not fully reenter traditions! world markets, for their facto- 
ries had not fully recovered from the wat! 
Third: American exports were over $1 millions in 1952: they exceeded im- 
ports by 49 percent. Since there were virtually no prewar United States exports, 
s clear that the United States has captured and hel substantial foreign 
I ket in recent years. The attached chart shows dramatically how well Ameri- 
Ci xport e fared in international 1 kets, swamping imports. 








ourth: Bausch & Lomb report that their exports dropped 97.5 percent from 
1948 to 1952. Offi United States statistics of exports of “microscopes and 
accessorie show drop for the United States industry as a whole of only 58 
cent As B ch & Lomb is the giant of the industry, there must be some- 
thing awry wi either their statistics or with official United States statistics. 


Perhaps Bausch & Lomb have reported only the scopes they exported directly, not 
reporting those sold to export firms who in turn sell abroad. A great deal of 
export busine is done in this way. If this is not the explanation, there must 
be another, equa obvious, for the discrepancy in statistics. As noted pre- 
viously, exports in 1952 were still above imports and way beyond prewar levels. 

Fifth: Imposition of export controls by the United States Government accounts 





y for this drop in United States exports. For example, exports to several 
Iron Curtain countries in 1948 amounted to $355,000; in 1952 there were zero 
exports to these Iron Curtain countries. 


D. DO MICROSCOPES MADE WITH “CHEAP” FOREIGN LABOR REPRESENT A THREAT TO 
PHE UNITED STATES INDUSTRY 


In the optical industry, the answer is “no,” for several reasons. 

1. First, as noted above, wages constitute less than one-third of the final value 
of scopes when shipped \ higher figure of 70 percent that has been used refers 
to manufacturing costs, not to the final cost of the product. which is the really 
meaningful figure 

2. The average cost of labor in Italy is not 30 cents as cluimed, but 70 cents, 
comprising a basic wage of about 45 cents, plus mandatory contributions toward 
social security, Christmas bonuses, housing, child care, ete., of about 27 cents. 
Italian wages are thus 35 percent of United States wages, not 15 percent as 
claimed 

3. Wages apart, other costs in Italy are far higher than in the United States, 
Money, for example, must be borrowed at 12 percent per annum. Raw materials 
are much more expensive. And all costs of supplies get boosted by the “turn- 
over tax,” a sales tax of 3-8 percent imposed on goods at all levels of distribu- 
tion. Thus, the steel used in a microscope may have been taxed 3 or 4 times by 
the time it reaches the factory for use. This method of taxation is not used in 
the United States. Instead, taxes are levied primarily after income is earned. 
Finally, though the optical industry is not a mass-production industry, micro- 
scopes are, nevertheless, produced on a large enough scale in the United States 
to permit production economies that are not possible at low-scale Italian output. 
BE. Do imports jeopardize the defense mobilization base? 

The answer is clearly “no.” 

1. As required by Department of Defense regulations, Defense officials have 
purchased foreign microscopes only after satisfying themselves fully that this 
would not impair the defense base. (See paragraph 4-A of an unclassified 
memorandum of June 19, 1952, Department of Defense, re “Buy American” Act.) 
As importers and Government contractors, we can testify to the extreme care 
with which contracting officials scrutinize anv proposal for foreign procurement. 
The fact that purchases have been made creates a prima facie case that so doing 
does not impair the national security. 

2. When Korea struck, utmost attention was paid the domestic production base. 
Was it adequate to our needs? Where not, new facilities were constructed so 
that capacity would be adequate to protect American security. We may presume 
that Defense officials have not overlooked the optical indwstry and that, therefore, 
our needs will be met during wartime 

3. Dr. Frederick Wright. Technical Adviser to the Joint Optics Committee has 
commented as follows: * 


Development of the Onpties Industry in tl United States During World Wer IT, 
Frederick FE. Wr ht. technical adviser. Joint Onties Committee War Produc‘ion Board 
Army-Navy Munitions Board 
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“When the next war is declared, the United States may be drawn into it 
without delay and will have to begin work immediately on the manufacture of 
military optical instruments in large numbers. ZJf, at that time, a stockpile of 
optical glass in slab or plate form is available in sufficient quantity the procession 
of finished optical elements can begin at once, so that their assembly into finished 
instruments may start as soon as the mechanical parts become available.” 
[Italics ours. ] 

On August 16, 1944, the Joint Optics Committee resolved as follows: 

“That the Joint Optics Committee recommends that the Procuring Services of 
the Army and Navy be authorized to establish a reserve of inspected optical 
glass in slab or chunk form in amounts equal to the 6 months’ peak production of 
the present war in the case of rolled optical glass and to 12 months’ peak produc- 
tion in the ease of pot transfer and tank optical glass.” 

Surely, our Defense officials would not have overlooked optical glass when 
safeguarding the production base. 

4. Finally, the critical parts of Italian and Bausch & Lomb scopes are now 
interchangeable, fulfilling military requirements. Here, again, the national 
security has been safeguarded. 


F. IS THE SUPPLY OF UNITED STATES LABOR THREATENED BY IMPORTS 


The answer again is “no.” 

1. The optical instruments and lens industry today is a giant, not a pygmy 
as in prewar years. Output has risen from $8 million in 1989 to $95 million in 
1951, and was still growing. As a result, employment has risen as follows: In 
1959, it was 2,209; in 1951, it was 9,699 and is much higher today 

2. The attached Labor Market Letter, issued by the New York State Depart 
ment of Labor states, “Rochester [home of Bausch & Lomb] employers face the 
possibility of a serious shortage this summer, most severe since the end of World 
War II.” The report also lists the optical and instrument industry as one in 
which new jobs will open up. If imports were displacing United States labor, 
there would be a surplus, not shortage of labor. 

3. The industry produces a wide range of highly technical products, such as 
spectroscopes, spectographs, photogrammetric and aerial photogrammetric lenses, 
aerial cameras, plotters, metallographs, colorimeters, telescopes, binoculars, ete 
Many of the skills required to produce microscopes are equally required for these 
other products. There are, therefore, many workers who could do all but the 
most critical microscope work. For this, only a handful of workers are required 
and they are available. A wide pool of skilled labor for security is therefore 
available. 

4. Besides this reservoir of skilled labor, the experience of the last war demon 
strated the effectivenes of inservice training. 

“* *-* the experience of optical firms in the latter part of 1941 and 1942 
demonstrated the effectiveness of inservice training with the result that the 
serious shortage of optical workers was overcome.” * 

o. A recent authoritative document in the scientific instrument field states: 

“Production facilities are at an all-time high as a result of the expansion 
throughout the instrument industry in recent years. Skilled labor, so necessary 
in unusual degree in this industry, is not quite adequate.” [Italics ours 

This does not look as though foreign labor has displaced United States labor 









G. DOES THE TAXPAYER SAVE MONEY THROUGH IMPORTS? DO IMPORTS BENEFIT 
COMPETITION ? 


The answer is “Yes.” 

It is a matter of public record that imports have created competition and 
therefore dropped prices on Government bids. For example, on 11 out of 13 
Government bids between February 1950 and October 1951, American firms bid 
identical prices. The Senate Committe on Small Business in its annual report 
for 1951 said the committee planned to question the “dollars and cents family re- 


semblance” on Government bids As awards have been made for Italian scopes 
* Ibid. 
§ Thid. 
® The Instrument Market. Instruments Publishing Co., Pittsburgh, Pa 
» Annual report of the Senate Committee on Small Business, U. S. Senate, 82d Cong 


pp. 9-10 
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at savings to the United States Government of several hundreds of thousands 
of dollars, United States prices have been forced down and are now about 20 
percent lower than previously. In effect, then, imports have struck a telling 
blow for real competition in an industry where competition has been notably 
absent. United States court records contain ample reference to antitrust pro- 
cedings designed to force real competition in the industry. Imports are one of 
the most effective means for retaining pressure favoring real competition. 


H. DO IMPORTS BENEFIT HOSPITALS, RESEARCH FOUNDATIONS, AND TECHNICAL 
INSTITUTIONS? 


The answer is “Yes,” for two reasons: 

1. The first is price. As we have demonstrated, imports result in competition, 
thus forcing down prices. This stretches the dollars available for research, hos- 
pital, and technical institutions which necessarily must buy many essential 
scientific instruments. It would be a shame if research in cancer, heart disease, 
and other plagues of mankind were diminished one iota because duties, quotas, 
and other devices kept out reasonably priced imports. As it is, institutions must 
pay heavily for imports because of the 45 percent duty. 

2. For technical reasons, too, imports are beneficial. The skill and proficiency 
of the European engineers and technicians who make these products will cer- 
tainly not be denied even by United States industry. Yet, high duties and quotas 
may make it impossible for Americans to buy these instruments, to the detri- 
ment of their research and laboratory work—a grave loss to the population 
generally. 

This rather full statement for the public record is long overdue. For years, 
certain parts of United States industry have belabored imports and importers. 
An objective case cannot be made against either; yet, increasingly, the effort 
is made. What are certain sectors of United States industry really after? Can 
they really fear $700,000 of competition from imports anually, against the $20 
millions the industry produces? 

The Opplem Co. favors the extension of the Reciprocal Trade Agreements Act, 
but not as proposed in H. R. 4294. Amendments to the act proposed therein are 
harmful, not beneficial, to the national interest. Passage of the bill could well 
result both in heavier duties or quotas on imports of microscopes and other 
scientific instruments. Such impositions would be unwarranted. The United 
States would be the biggest loser. Economies engendered by imports and com- 
petition would go out the window. It would not give greater protection to the 
United States production base, for it is amply protected now. And the cause of 
research, health, and welfare would be set back as research institutions would 
be forced to stretch searce dollars to buy costly domestic products. We do not 
think that such would be the wish or interest of the Congress. 

It is suggested that the preceding summary statement be read for a statement 
regarding imports of binoculars. 





[From the Division of Employment, State of oes] York Department of Labor, Rochester, 
April 195: 


LABOR MARKET LETTER 


Rochester employers face the possibility of a serious labor shortage this sum- 
mer, most severe since end of World War II.—Labor demands continue heavy 
despite recent substantial employment gains. Predicted demand during next 
4 months exceeds present labor supply plus the additional supply which becomes 
available after school graduation. 





TRADE AGREEMENTS EXTENSION ACT OF 1953 ISd 


Total employment in Monroe County increased in March 1953.—Preliminary 
estimate was 233,800 compared with 232,600 in February and 224,000 in March 
1952. Nonmanufacturing employment reached 120,000 in March, up 700 from 
February. This gain reflected seasonal factors, mainly the pre-Easter expansion 
of 400 in retail trade. There are 2,000 more workers in nonmanufacturing indus- 
tries than a year ago, as follows: 1,200 more in trade, 300 more in finance, 300 
more in service, and 200 more in construction, 

Factory jobs rose for eleventh consecutive month.—The mid-March estimate 
was 113,800, 500 over February and 7,800 higher than March 1952. Expanding 
defense and civilian production in durable-goods industries again created all of 
the new jobs; 800 in the last month, 2,100 in the last 3 months, 7,100 in the 
past year. Soft-goods industries were unchanged except for a seasonal decline 
of 200 in food processing. 

No letup in demand for factory workers in sight.—Factory management reports 
need for 5,700 additional employees by midsummer. Included are several 
hundred used as temporary summer workers to enable many plants to grant 
vacations and still meet peak production schedules. Total of 4,300 new jobs 
will open in durable-goods industries, particularly photographic, optical and 
instrument, electrical and nonelectrical machinery, transportation equipment 
and fabricated metal products. Nondurables will need 1,400 additional workers, 
chiefly in clothing and food industries. Estimates are based on reports from 
100 firms currently employing 108,000 persons. 

Seasonal activities in construction, agriculture and other outdoor industries 
will use an estimated 4,000 more workers by midsummer. 

Foreseeable cuts in Government spending are unlikely to have an effect on 
Rochester employment in the next 4 months. 

World War II experience suggests ways of easing the shortage.—Factories 
then employed more women—42 percent of the factory workers were women 
compared with 33 percent now. Part-time factory wokers then exceeded 6,000, 
compared with a negligible number now. The average factory workweek then 

yas 45 hours compared with 41.9 now. Employment of older workers, the hard 
core of current unemployment, can be increased to wartime levels when retire- 
ment in many instances was postponed. 

Estimated unemployment of 6,700 at mid-March 1953 was unchanged from 
February.—Preliminary data point to a decline in April, probably to 5,500, a new 
postwar low. Use of estimated total unemployment figures as an indication of 
total labor supply is misleading, since a minimum level of unemployment will 
always exist in a free labor market. This is defined by most experts as 1% to 3 
percent of the civilian labor force. In Monroe County the minimum unemploy- 
ment range is from 3,500 to 7,000. 

Factory earnings reached a new high in March 1952 chiefly because of increased 
overtime and scattered wage increases. March production-worker average 
weekly earnings were $76.14; average hourly earnings, $1.82; and average work- 
week, 41.9 hours. 








Labor market statistics, Rochester labor m 
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March February) January March June % 
1953 ! 1953 1953 1952 2 1950 2 
EMPLOYME ‘ 
Total in Monroe Count 233, 800 232, 600 232, 800 224, 000 217, 200 
All nonm ifacturing 120, 000 119, 300 119, 900 118, 000 119, 400 
All anuf 113, 800 113, 300 112, 900 106, 000 97, 800 
Durabl ndustries 84. 500 83, 700 83, 000 77, 400 66, 400 
ima ited tal products 9, 000 &, 700 &, 500 8, 200 7, 300 
1 hir ept electrical &. B00 &, 400 &, 300 7. 800 4, 900 
Electrical ‘ 11, 900 11, 500 11, 100 &, 800 &, 500 
Photograp ptieal, and instruments 50, LOO 50, 100 50, 100 $8, 100 40, 500 
Othe lurabk od 4,990 5, 000 4, 900 4,500 41, 200 
x 
lur sods industries 29, 300 29, G00 29, 900 28, 600 31, 400 
Fe i icts 7. 600 7. 800 &, 000 7. 300 7, 300 
Al i related product 9, 800 9, 800 9, 800 4, 400 11, 500 
| j i allied product 4, 600 4, 600 4, 700 4, 800 4, 500 
Ot l vod 7. 400 100) 7, 400 7, 000 8, LOO 
Won ! t ill manufacturing en 
pi 32. 7 32.4 2.6 31.1 30. 2 
AVERAGE WEEKLY EAI 
All manuf rodu workers $76. 14 $74. 67 $75. 86 $72. 07 $60. 51 
Men 84.35 $82. 60 $84.16 $79. 49 $65. 60 
Wor $57. 91 $56. 68 $57. 50 453. 55 &45. 11 
Durable istries $79. 63 $78. 41 880). 09 $75. 81 $62. 79 
Primary a bricat etal products $82. 9 81.49 $83. 41 $73. 13 $65. 40 
Machiner pt | $82.75 $82. 53 &24 OR 221.92 $64. 09 
Electrical mac ‘ $77. 44 $72. 59 $75. 13 $70. 13 $58. 41 
I to ( t | nd rument S78. 67 $77. 93 $79. 4¢ $76. 15 $62. 68 
N r ” $66. 77 $64. 91 $65. 02 $62. 91 $56. 20 
du $66. 75 $66. 42 $64. 30 $64. 97 $57. 97 
Lp ir ( lu $63. 59 S60. 40 $41. 07 $56. 00 $51. 72 
Printin 1 allied products $83. 29 $81.10 $82. 75 $78. 94 $75. 22 
AVERAGE HOURLY EARNINGS 5 
All manufacturing roduction worker $1. 82 $1.81 $1.81 $1.77 $1. 50 
Durabl oods t 3 $1. 87 $1. 87 $1, 88 $1.83 $1. 55 
Nondurabk lustr $1. 6 $1. 63 1. 62 $1. 6] $1. 42 
AVERAGE WEEKLY HOURS WORKED 
All manufacturing luction workers 41.9 41.3 11.9 40.8 40. 2 
Durable goods lustr 42 41.9 42.7 41.5 40.6 
Nondurable goo idustri 1) 39.7 10.0 39. 1 39. 5 
Prelimir 
! ‘ 
R a 
Pre-K 
4 Because of round under ployment not add to totals 
§ Earnings data reflect premium pay for overtime and late shift work as well as other factors 
and should not be interpreted as wa rates 


de 


New York, N. 





The CuatrmMan. The next witness is Mr. Edwin R. Metcalf, presi- 
nt of the Columbian Rope Co. of Auburn, N. Y. 


STATEMENT OF EDWIN R. METCALF, CORDAGE INSTITUTE, 
NEW YORK, N. Y. 


Mr. Mercatr. My name is Edwin R. Metcalf and I am president of 
the Columbian Rope Co. of Auburn, N. Y., and the Edwin H. Fitler 
Co. of Philadelphia, Pa., who have a factory in New Orleans, La. I 
am appearing here on behalf of the members of the Cordage Institute, 
trade association which maintains offices at 350 Madison Avenue, 
Y., and in addition, on behalf of several nonmember 
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manufacturers. The names of these manufacturers and the factories 
they operate are listed at the end of this brief. 

I request that this brief, and the supplement stating information 
upon the sales of the domestic industry, the imports and the percentage 
of imports to the total United States market t, of the different products 
we manufacture, be made a part of the record of the hearings of the 
committee upon this bill, H. R. 4294. 

The hard fiber cordage and twine industry is presently comprised 
of 17 companies operating 22 plants in 11 States. In addition there 
are six State prisons manufacturing cordage and twine. All of the 
raw fibers used by the industry, namely abaca, sisalana, and henequen, 
are imported duty free. No hard fibers are grown in this country on 
a commercial basis. The products of the industry are rope, baler 
twine, binder twine, and industry and fishing twines. 

The industry is considered to be in the category of the textile indus 
try and wages paid to workers are in line with wages paid workers 
in that industry. The machinery used in the cordage industry for 
the most part is imported from Ireland and England. The raw fibers 
come mainly from the Philippine Islands, British East Africa, Haiti, 
Brazil, Cuba, Mexico, Central America, and Indonesia; so in the pet 
formance of our business we make large dollar contributions to man: 
areas of the world. 

This industry has been designated as an essential industry in time 
of war. Its products are essential to the operations of the armed 
services and to many industries; to name a few, maritime, fishing, oil 
and gas production, mining and agricultural. Because its products 
are essential to the prosecution of a war, the Munitions Board has 
made estimates of the quantities of such products which would be 
required in a war emergency. We believe that the present capacity 
of the industry is sufficient to meet these requirements, which are far 
in excess of normal peacetime requirements. For example, during 
World War II the industry was called upon to triple its production 
of rope. 

The Munitions Board has taken steps to assure a supply of raw 
fibers in time of war. It has declared the two main fibers used by the 
industry, abaca and sisalana, are strategic materials and these fibers 
are now being stockpiled by the Federal Government. These are 
vegetable fibers, they deteriorate with age, and so must be rotated 
periodically. Therefore, while the stockpile goal is based on the 
Munitions Board’s estimate of war requirements, the actual size of th 
stockpile must be limited by the rate of consumption of fiber by this 
industry. 

The maintenance of sufficient capacity in the industry to rotate 
this fiber at the present time, let alone in time of war, becomes of the 
greatest importance, and this cannot be accomplished by the domestic 
industry unless it is assumed of a substantial share of the domestic 
market. Exports by the domestic industry are practically nil. 

Baler twine and binder twine which presently comprise more than 
50 percent of the United States industry’s production may be im 
ported free of any duty whatsoever. Because of the granting of the 
successive tariff concessions, the balance of the products, rope and 
tying twines, are inadequately covered by duty. As a result, there 
has been a trend toward increased imports of rope and twine manu 
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factured by cheap foreign labor. This trend constitutes a real threat 
against the future of the industry and its ability to function as an 
adjunct to the national-defense structure. In addition to jeopardizing 
the national defense through loss of capacity to manufacture essential 
materials in time of war, the drop in peacetime production must 
bring failure to properly rotate the stockpile which will lose the tax- 
payer millions of dollars and will seriously prejudice the quality of 
the stockpile. 

Table No. 1 to the supplement deals with rope. Under the Tariff 
Act of 1930 the duty on manila rope smaller than 34-inch diameter 
was 2 cents per pound and 15 percent ad valorem. “As a result of 
the concessions made at the Geneva Conference the duty is now 2 
cents per pound and 10 percent ad valorem. The Tariff Act of 1930 
provided a duty of 2 cents per pound and 15 percent ad valorem on 
sisal and henequen rope smaller than 34-inch in diameter. The duty 
has since been reduced to 1 cent per pound and 714 percent ad valorem. 
In addition pursuant to the terms of the Philippine Trade Agree- 
ment, that country may import 6 million pounds of rope per year into 
the United States without payment of duty. This table shows that 
imports of rope tale a large portion of the domestic market. 

In the years 1935-39, the aver: age sale of imported rope was 7.3 
percent of the domestic industry. During the decade from 1940 
through 1950 it dropped to 4.2 percent when Philippine and European 
mills were absolutely out of production. In 1951 and 1952 when those 
mills that had been war casualties were again operating 9.1 percent 
and 7 percent of the market was taken by imported rope. 

That figure was somewhat greater when you consider that 28 
million pounds in 1951 of those sales of the domestic industry were 
made to the military forces and 21 million pounds in 1952, so that 
those figures were actually 10 percent and 8 percent of the market in 
those 2 years that was taken by imported rope. 

Table No. 2 covers wrapping twine sales and imports. Under the 
Tariff Act of 1930 the duty on wrapping twine was 40 percent ad 
valorem. Pursuant to the Netherlands Trade Agreement of 1936 this 
was reduced to 20 percent ad valorem and later, under the terms of 
the Geneva Conference, was further reduced to 15 percent ad valorem. 
As will be seen from the table, wrapping twine imports increased 
from less than 1 percent of the United States market in the year before 
the Netherlands Trade Agreement was made effective to 61.8 percent 
in 1951 and 48.9 percent in 1952. The first 2 months of 1953 imports 
accounted for 57.8 percent of the United States market. Sales by the 

-United States private industry had decreased from 42,300,000 pounds 

in 1935 to 18,100,000 pounds in 1952. The loss of employment to the 
cordage industry of the United States as a result is estimated at 
800,000 man-hours. Converted at the rate of 2,000 hours per man 
per year, this would mean that approximately 400 men were deprived 
of employment during 1952. Most of the wrapping twine imports 
come from Mexico. The difference between the cost of Mexican labor 
and the cost of United States labor may well be imagined, and there 
is no necessity of commenting on this in detail here, 

A hard fiber cordage and twine mill is an integrated mill. The same 
machinery used for preparation of fiber and spinning of yarn for the 
manufacture of rope and tying twine, is used for the manufacture 
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of baler and binder twine. Therefore, any loss of business to imports 
in any one of the products of the industry reduces the ability of the 
industry to carry the excess capacity required for war needs and to 
rotate the stockpiled fiber. Thus, while tying twine may not be con- 
sidered an essential war material, the manufacture of this product in 
peacetime reduces the cost of its other products to the consumer and 
helps the industry to hold needed capacity in preparation and spinning 
equipment and trained labor against war requirements. 

With more than 50 percent of our present output, baler and binder 
twine, our biggest customer is the American farmer. Baler twine used 
in the baling of hay, straw, and fodder is probably one of the most 
essential supplies to the economic operation of a modern farm. With- 
out the use of baler twine the cost of harvesting these crops would be 
greatly increased and in many instances, due to scarcity of farm labor 
particularly in time of war, substantial quantities of these crops 
could not be harvested. A healthy competitive industry must be main- 
tained in this country if the American farmer is to be assured of an 
adequate supply of twine at reasonable prices. 

Table No. 3 deals with binder twine. This product has been on 
the duty-free list for more than 50 years. It will be noted from the 
table that binder twine at one time accounted for a large portion of 
the business of this industry. The advent of the combine, however, 
has reduced the requirements for this product. Meanwhile, as it will 
be observed from the table, the percentage of imports to the total 
United States market is increasing as sales by United States private 
industry are being substantially reduced. 

In 1936 the total sales in the United States made up of domestic 
and foreign production was 237 million pounds, of which the sale of 
imported binder twine was 31.6 percent. Last year the total sale was 
77,500,000 pounds and imported binder twine took 39.7 percent. 

Table No. 4 deals with baler twine. Although this is a relatively 
new product since the first pickup balers came into use just prior to 
World War II, it represents a large portion of the volume of the 
United States industry. This product was subject to the same duty as 
wrapping twine, 15 percent ad valorem, until 1951 when Congress en- 
acted a law placing this product on the duty-free list. As the table 
shows, imports have increased since to 28.8 percent of the market 
in 19 2 

As a result of the absence of duty on this product, there is increas- 
ing evidence of new sources coming into this market. Capacity to 
produce twine is being provided in countries not heretofore manu- 
facturers of this product and capacity in other countries is being 
increased. Under the circumstances, we believe it is just a matter 
of time before the American farmer will be dependent on foreign 
sources for the major part of his twine needs. Without the existence of 
a healthy competitive industry in this country, the cost to the Ameri- 
can farmer will be greater and, in time of war, he will suffer serious 
shortages of these essential materials as was the experience in World 
War II. 

The future threat to the American manufacturer of this product, we 
would guess, would be from such countries as Holland, Denmark, 
Great Britain, and South Africa. Was the production of these 
countries available to the American farmer in the last war? Is there 
any assurance that it would be in the future? 
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The majority of the manufactures of hard fiber cordage and twine 
in this country fall in the category of small business. Many of the 
mills are located in small communities where they contribute sub- 
stantially to the economy of the community and where there is little 
possibility of absorption of workers who lose their jobs because of im- 
port competition. 

We urge that the committee and Congress favorably consider H. R. 
_ for the following reasons: 

. We believe that experience with the Trade Agreements Ex- 
tension Act of 1951 over the past 2 years amply demonstrates the need 
for the amendments set forth in H. R. 4294. Insofar as the cordage 
industry is concerned, these amendments are vital to the maintenance 
of the industry as it is presently comprised. One of the most im- 
portant of these amendments is the inclusion of “impairment of the 
national security” among the criteria for consideration by the Tariff 
Commission in passing on applications for relief or proposed tariff 
concessions. We believe that it is necessary that Congress declare its 
intention in this respect since it does not appear in the past that the 
requirements of national security have received due consideration in 
tar rat matters. 

. We believe that it is vitally important, if the intent of Congress 
ss to be carried out, that the findings and determinations of the Tariff 
Commission in tariff matters be made final, otherwise such matters 
may be decided on the basis of foreign trade policy rather than on the 
criteri: a provided by the Congress. 

The change in the criteria from “serious injury” to “injury” 
soul | be very helpful. There is no reason why the American work- 
ing man or American industry should be penalized by having to wait 
until “serious” injury is sustained before seeking relief. The use of 
the word “serious” is ambiguous. This requirement also tends to work 
a greatest hardship on the smaller elements in the industry. 

. We do not believe that a duty represents a complete answer in all 
cases to our import problem. As an example, Mexico is the largest 
producer of henequin fiber, which we use mainly for the manufacture 
of binder twine. Immediately after Korea this industry purchased 
large quantities of henequen from Mexico for delivery during 1951. 
With increased business, due to Korea, fiber came into short supply. 
During 1951 Mexico delayed shipments of fiber under our contracts 
and gave the fiber to Mexican mills. The United States industry in 
order to fulfill its commitments was compelled to buy other fiber on 
the world market at substantially increased prices. At the same time, 
Mexican mills shipping into this market continued to receive fiber at 
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the low prices which prevailed shortly after Korea and were, there 
fore, able to sell their products in this market at much lower prices 
than similar United States manufactured products and, in some cases, 
at prices even below the cost of the raw fiber to the United States 
manufacturer. 

We believe it is in the best interests of the American people to pro 
tect American mills against possible future repetition. This we con 
sider is an unfair import practice and a determination to that effect 
should be within the sole province of the Tariff Commission. 

5. From time to time, Mexico and other countries have applied 
lower taxes on the export of manufactured fiber products than were 
applied to the export of fiber, thus giving local manufacturers an 
advantage over the United States manufacturer who imports the 
fiber. The antidumping and countervailing duty provisions as now 
appearing in existing laws apparently do not cover these circum 
stances. These provisions are ineffectual because serious injury can 
be done before the required investigation can be completed. ‘There 
appears to be no effective way of controlling situations of this sort 
except by the imposition of import quotas. 

In conjunction with a study of this brief, I respectfully request a 
careful examination of the tables which are attached and to which 
I have referred without reading the long and detailed figures. I feel 
you will agree with me that such reference indicates a troubled and 
unsettled industry, whose need is real and for whom assistance is 
mandatory. We urge favorable action on H. R. 4294. 

The CuatrMaNn. We thank you for your appearance. 

Any questions? If not, thank you. 

Mr. Mercaur. Thank you. 

(The tables referred to are as follows :) 


Harp FrIBer CoRDAGE AND TWINE MANUFACTURERS 


American Manufacturing Co., Brooklyn, N. Y. 
St. Louis Cordage Mills, St. Louis, Mo. 
Sadger Cordage Mills, Inc., Milwaukee, Wis. 
Cating Rope Works, Inc., Maspeth, N. Y. 
Columbian Rope Co., Auburn, N. Y. 
Edwin H. Fitler Co., Philadelphia, Pa., and New Orleans, La. 
Cupples Company Manufacturers, Inc., Brooklyn, N. Y. 
Hooven & Allison Co., Xenia, Ohio 
Thomas Jackson & Son Co., Reading, Pa. 
New Bedford Cordage Co., New Bedford, Mass. 
Peoria Cordage Co., Peoria, III. 
Plymouth Cordage Co., North Plymouth, Mass., New Orleans, La. 
Rinek Cordage Co., Easton, Pa. 
E. T. Rugg Co., Newark, Ohio 
Tubbs Cordage Co., San Francisco, Calif. 
Tubbs Cordage Co., Seattle, Wash. 
Great Western Cordage Co., Orange, Calif. 
Wall Rope Works, Inc., New York, N. Y., Beverly, N. J. 
Whitlock Cordage Co., New York, N. Y., Jersey City, N. J 


32604—53——20 
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TABLE No. 1.—Rope sales, exports, and imports 


[In millions of pounds] 


| 
| Percent of 

















United Sale Total total 
: het United Total United | imonorts to 
Yea = oA States | imports States | United | Exports 
ir at “as prisons market States 
ts market 
1935 92.3 3.4 95.7 12.3 108. 0 11.4 | 2.4 
1936 86. 6 2.6 89. 1 4.1 93.2 4.4} 2.3 
1937 97.3 2.7 100.0 7.5 107. 4 | 7.0 3.2 
1938 78.2 3.0 78. 2 4.6 82.8 5.6 2.6 
1939 101. ( 2.9 104.5 8.9 113. 4 7.8 2.3 
5 year average 90.5 2.9 7.4 101.0 7.3 | 2.5 
1940 91.3 4.0 6.9 102. 2 6.8 2.3 
194] 167.2 3.8 6.3 174.3 | 3.6 | 4.8 
1942 256. 6 4.8 2.6 264.0 | 9 4.9 
1943 258.9 46 14.9 276.0 5.4 | 2.6 
1944 283.9 5.9 46. 1 328. 8 14.0 | 7.2 
1945 2 ( 1.9 77.5 333. 0 23. 3 5.1 
1946 151.6 2.3 154. 0 8.3 162. 2 5.1 | 23.6 
1947 124.9 1.2 126. 1 3. { 129. 7 2.8 15.9 
1948 107.3 1.1 108. 4 3.4 111.9 3.0 | 8.1 
1949 92.9 7 93. 6 3.5 97.0 3.6 | 8.9 
1950 107.2 9 108. 1 7.3 115. 5 6.3 | 2.4 
year average 116.7 1.2 118.0 5.2 123.2 4.2 11.7 
1951 125. 7 7 126.5 12.7 139. 2 9.1 ‘o 
1952 108. 4 .6 109. 0 8.2 117.2 7.0 41.1 
January-February 1953 17.3 ( 17.3 1.4 18.7 7.5 13 
1! Years 1943-45 are production figure otal exports all products. 3 Not available. 
Sour 
Sales, United States p ry: Cordage Institute, years 1935-42 and 1946-53 reports of sales by 
eds l ite | 
Sal Ww ¢ ports, years 1935-46 (excluding 1940); Bureau of Labor Statistics, 
yea 4; ¢ Ir tute, years 1947-53 
Impor " I D i of Customs Statistics, U. 8. Department of Commerce 
TABLE No. 2.—Wrapping-twine sales and imports 
In millions of pounds] 
. 7 . t Percent 
Sales iited | Sales. United = mn, + . 
Vear ay Spa " bs Sal 3 ce? - Total Total United | imports to 
nae wii he _ wiactin ‘ imports? |States market United States 
er re market 
1935 42.3 1.6 0.4 144.2 0.9 
1936 44.8 1.2 oa 46.7 1.5 
1937 41.4 7 2.5 44.7 | 5.6 
1938 43.2 6 aoa 46.0 | 4.8 
1939 51.7 9 7.6 60. 2 12.6 
5-year average 44.7 1.0 2.7 48.4 5.6 
19'0 47.6 8 6.1 51.4 | 11.2 
191] 79.9 1.1 10.8 91.8 11.8 
1912 35.5 5 10.3 46.2 | 22.3 
1913 45.6 04 4.7 10.4 | 45.2 
1944 46.5 l 6.9 13.6 50. 7 
1945 47.4 09 13.1 20.6 63. 6 
19°¢ 3.0 28.9 31.8 90.9 
1917 11.1 2 17.0 28. 2 | 60.3 
19'S 30.5 5 59.3 39.8 23. 4 
19'9 28 5 5 619.1 38 6 26. 2 
1950 35. 0 8 § 33.4 68.3 48.9 
5-year average 22.0 19.8 41.3 47.9 
1951 21.7 6 § 35.1 56.8 | 61.8 
1952 18. 1 - 17.6 36. 1 48.9 
January-February 1953 3.5 (*) 4.8 8.3 57.8 
1 Cordage Institute, years 1935-42 and 1916-53 reperts of sales by United States private industry. 
? Wardens’ biennial reports, years 1935-46 (excluding 1910); Bureau of Labor Statistics, year 1910; Cordage 
Institute, years 3 
31)j i {f Cust s Statistics U. S. Depa: tment of Commerce. 
‘ Years 1913-45 are Miuctioy figures. 
' Years 1948 estimated baler twine deducted, based on consular reports. 
* Not available. 
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TABLE No. 3.—Binder-twine sales, erports, and imports 


[In millions of pounds] 





Sales 

| Percent of 

peers - Total total 
Year | United . Exports 3 Total United imports, to 

; States United +X] imports 3 States United 

idee States market State 
— prisons ? market 
inuustry ! | 

veauiaieds ‘ 
1936... 104.8 57.0 4.9 75.1 237.0 1.6 
1937 J i 130. 4 42.8 5.1 57.9 231.1 24 8 
1938 . pant 110.5 43.0 42 60.4 213.9 98.3 
19239 s 94.1 36.0 4.1 49.8 179.8 27.8 
1940 we } 104.3 43 0 430.5 177.7 17.2 
5-year average... .. 103.8 44.3 3. 6 54.7 207.9 ) 
1941 8 110.6 39.9 6.4 16.0 190. 1 24.1 
1942 5 128. 5 43.1 1.6 40. 1 210.1 19.1 
1943 § 143.0 21 x 2 0 212.2 178 
1944 § 102.9 27.3 24. 6 7.7 143 26.4 
1945 § 88.5 25. 6 3.4 36. 4 147.0 24 6 
5-year average a 114.7 33. 6 7.3 39.6 10.4 > 4 
1946 te 97.5 21.6 4.2 lf 2 7.0 
1947 SS. 4 18.9 1.7 14 0 
1948 65. 8 17.7 RR 2 2 me 
1949 64.0 15, 2 3.7 02 29 ¢ 

1950 72.6 15.8 I 114.2 , 
5-year average a 97.1 17.8 § 1.5 27.0 45 
1951 62.1 15. 2 3 3 110. ¢ 5 2 
1952 36.6 10.1 é 2 77 5 7 
January-February 1953 4.1 2 (8) 5.6 99 56. 6 


1 United States private industry sales include imports from Canada and are therefore somewhat over 
estimated 
2 Wardens biennial reports, Bureau of Ls 





ibor Statistics, Cordage Institute 
§ Division of Customs Statistics, U. S. Department of Commerce 

41 month estimated (1940) 

* Years 1941-45 are production figures 

€ Not available. Believed less than 500,000 pounds in 1952 


Sources: Sales, United States private industry, Cordage Institute, years 1936-42 and 1945-53 reports of 
sales by United States private industry. 


TABLE No. 4.—Baler-twine sales and imports 


[In pounds] 


Sales 
Percent of 


Imports United States} imports to 





oa United State market Ui ited States 
dustry ae ? 

1945 20, 866, 000 21), 864, 000 
1946 | 39, 985, 104 40. 498, 104 
1947_. 73, 072, 74, 634, 918 
1948 | 54, 610, 56, 953, 575 
1949_. 41, 398, 928 | 43,971, 608 
1950_. 88, 758, 965 5, 734, 012 99, 858, 687 57 
19051... 130, 904, 059 25, 565, 894 165, 293. 313 l 4 
1952 107, 959, 957 46,972,318 | 162,847,140 | 23.8 
January-February 1953 18, 943, 500 4, 346, 005 24, 640, 025 | 17.6 





Note.—Exports: Not available, but believed to be nominal. 


The Cuairman. The next witness is Mr. J. B. Park, president of 
Brandywine Mushroom Corp., accompanied by Mr. Walter W. Maule, 
executive secretary of the Mushroom Growers Cooperative Associa- 
tion, Kennett Square, Pa. 
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STATEMENT OF WALTER W. MAULE, EXECUTIVE SECRETARY, 
MUSHROOM GROWERS COOPERATIVE ASSOCIATION, KENNETT 
SQUARE, PA. 


Mr. Mavure. Mr. Chairman, in complying with your request for 
brevity, we will file our statement, copies of which I am sure each 
member of the committee has before him, with one change. The next 
to the last line, “urge the passage of H. R. 4294, with its amendments 
which afford an avenue of relief from low-priced imports.” 

With that change, I offer that for inclusion in the record. 

The CuarmMan. Without objection, it is so ordered. 

(The statement is as follows: ) 


MusHROOM GROWERS COOPERATIVE ASSOCIATION OF PENNSYLVANIA, 
Kennett Square, Pa., April 27, 1953. 
COMMITTEE ON WAYs AND MEANs, 
House of Representatives, Washington, D. C. 

GENTLEMEN: The cultivated mushroom industry in the United States repre- 
sents an investment of more than $50 million. It gives employment to about 
14,000 persons, Commercial mushroom production occurs in at least 25 States; 
however, Pennsylvania, New York, Illinois, Delaware, Chio, California, Wash- 
ington, Oregon, and Michigan account for at least 80 percent of the annual 
production of about 70 million pounds. About one third of the annual crop is 
marketed in fresh form; two thirds of the crop is processed either as canned 
mushroom or as mushroom soup. Mushrooms are generally a seasonal crop. 
Canning permits year round marketing in processed form; it also allows for 
distribution in all markets of the United States 

Except for a few cavern operations, the industry produces over 90 percent 
of the annual crop on farms in specially constructed buildings designed for, 
and only usable for, mushroom growing. The investment in these mushroom 
houses is about $40 million. 

The farmer who grows the mushrooms has become increasingly dependent 
upon the processor as an outlet for a large part of his crop. The success of 
the processor in marketing the annual pack is largely dependent, upon the 
competitive situation in the various markets. Three times, under the Reciprocal 
Trade Treaty Act, the Government has made drastic reductions in the duty on 
canned mushrooms, as shown below: 

1930 Act, 45 percent ad valorem and 10 cents per pound. 
1986 Act, 25 percent ad valorem and 8 cents per pound. 
1948 Act, 15 percent ad valorem and 5 cents per pound. 
1951 Act, 12% percent ad valorem and 4 cents per pound. 

World unrest kept mushroom imports at a low level for a decade; however, 
since the last tariff reductions were made, the 1952 imports more than doubled 
those of the preceding year, and, imports for the first 2 months of 1953 indicate 
that this year canned mushroom imports will exceed those of any of the last 
-) vears 

This association, whose membership produces at least 60 percent of America’s 
mushrooms, has unsuccessfully protested all proposed reductions of the canned 
inushroom tariffs. We have filed briefs and regularly appeared before the 
Committee for Reciprocity Information. We feel that the mushroom industry 
deserves better treatment than it has received. Because of this belief, the 
board of directors have authorized this statement and urge the passage of H. R. 
1294, with amendments which afford an avenue of relief from low-priced 
imports 

Respectfully submitted. 

MisHroom GROWERS COOPERATIVE ASSOCIARION OF PENNSYLVANIA, 
WALTER W. MAULE, Manager. 


Mr. Maurr. Our statement outlines the extent of the domestic 
mushroom industry, Mr. Chairman. We point out the importance of 
the canned-mushroom industry as an important outlet to mushrooms 
from the farm. 
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We also point out that three times since the duty was accorded us 
in the Tariff Act of 1930, under the Reciprocal Trade Act, the duty 
has been drastically reduced, until at the present time they have 
reached the minimum established in the Extension Act of 1945. 

Under those reductions. and on a postwar basis, Imports have in 
creased very drastically, and with the increase in the imports, the 
price of the imported product has regularly declined. 

In 1950, 337,000 pounds, at a price of 59 cents: in 1951, 432.000 
pounds at a price of 59 cents; in 1952, 955,000 pounds at a price of 
59 cents. 

However, the first 2 months of 1953, 220,000 pounds have been im 
ported, and the price has declined 2 cents per pound net drained 
weight. 

Of the 220,000 pounds that have come in, 200,000 pounds of those 
have been imported from France, and that price has declined from 
59 cents on an average value from last year to 53 cents this year. 

Under date of April 0,2 New York importer offered French mush 
rooms at New York at $5.76 per 5-ounce dlozen, against our domestic 
price freely offered to the trade in the New York market at $7.50 a 
dozen. On the second quality, pieces and stems, French mushrooms 
were offered at $4.575 pel dozen against our price of $5.50 per dozen. 

With the trend that has been going on, we fear that we are going 
to return to the competition, especially from France, that we had dur- 
ing 1928 and 1929 prior to the enactment of the Tariff Act of 1930, 
wherein between 7 and 8 million pounds net drained weight of mush- 
rooms, almost entirely from France, entered this country. 

We are subject to the wave and hour law. France and other pro 
ducers as far as we know are not subject to any restriction of that 
nature. The domestic mushroom industry has no support price nor 
do we ask for any support price. Domestic competition keeps prices 
to the consumer down to a reasonable figure. However, the tariff is 
the only safeguard that we have to protect our industry, and we are 
asking for support for H. R. 4294 as the best avenue, because we 
have been denied anything that we consider fair treatment on the 
part of the Committee for Reciprocity Information on three previous 
occasions, 

That is my direct statement, Mr. Chairman. Before I answer any 
questions, Mr. Park is going to speak about specific injuries and then 
both of us W il] be free for questions. 

The Ciatrman. I want to ask one question before he starts. They 
do raise many mushrooms in upper New York, do they not / 

Mr. Maur. Yes, around the Catskills, Hudson, and eastern New 
York. 


The Cuarmman. Thank you very much. 


STATEMENT OF J. B. PARK, PRESIDENT, BRANDYWINE 
MUSHROOM CORP. 


Mr. Park. At this time the only thing I would like to add is the 
fact that France is the principal exporter to this country, and the 
French Government subsidizes the French exporters which makes 
the price extremely low inasmuch as their price without subsidy is 
very much lower than onrs. The situation in our industry follows 
virtually the same pattern that you have been hearing all day. 
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(Mr. Park submitted the following for the record :) 


{From the Journal of Commerce, New York, April 23, 1953 
Foop MERCHANDISING 
3y Ed Walzer 
SUCCESS STORY 


There’s money to be made in mushrooms. That goes for the fresh, canned, and, 
to some extent, the dried product, and for imported as well as domestic varieties. 
A case in point is the experience of the Societe Francais de Champignonnieres. 

This group, composed of a number of small independent growers, was organized 
after World War II by Ernest Durand, a French banker with a keen under- 
standing of American marketing methods. Today, according to T. G. Koryn, 
their United States representative, Societe Francais de Champignonnieres is so 
overwhelmed with orders that deliveries are almost 3 months behind schedule. 

The potential demand, it seems, has hardly been tapped. Societe Francais de 
Champignonnieres has been concentrating almost entirely on the institutional 
trade. Sales are through importers, who solicit private label business. Volume 
is growing by leaps and bounds, and is straining the capacity of the largest 
mushroom canning plant in Western Europe. The 1952 gross of $500,000 will be 
doubled this year, barring unforseen developments. 

There are two big reasons for the success of this young organization: (1) 
The price of a No. 10 can is lower than competing domestic brands, and (2) 
M. Durand, unlike many European food manufacturers, does things the American 
way. 

The lower price results from financial arrangements with the French Govern- 
ment which permit the product to be sold here below actual cost. 


The Cuatrman. I want to say this. France, I notice, has just re- 
duced her income tax and business taxes, and of course, if you could 
get some reductions in this country, it would be rather helpful; would 
it not? 

Mr. Park. It would. 

Mr. Maute. It would be. 

The CuarrMan. We appreciate your statement, and are very much 
interested in the line of business you are in. 

Mr. Maute. Thank you. 

The CHarrMan. The next witness is Mr. Sidney Feinberg of the 
United States Trunk Co., Fall River, Mass. Is Mr. Feinberg here? 

(No response. ) 

The Cuairman. Apparently he is not. 

Mr. Jacob Citronbaum, Luggage and Leather Goods Manufacturers 
of America, New York City. Is he here? 

(No response.) 

The CHatrMaNn. He does not appear to be. He has a statement 
which will be filed in the record at this time. 

(The statement is as follows :) 


MEMORANDUM SUBMITTED BY LUGGAGE AND LEATHER GOODS MANUFACTURERS OF 
AMERICA, INC., AND PRESENTING STATISTICS AND FAcTs RELATIVE To LUGGAGE 
AND PERSONAL LEATHER Goops IMPORTED INTO THE UNITED STATES AND EXPORTED 
From THE UNITED STATES—BY JACK CITRONBAUM, EXECUTIVE VICE PRESIDENT 


Re H. R. 4294, a bill introduced by Richard M. Simpson to extend the authority 
of the President to enter into trade agreements under section 350 of the Tariff 
Act of 1930, as amended. 
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The articles covered by this memorandum are included under— 
Tariff rate 
in 1952 
Description (percent) 
Par. 1531. Bags, baskets, belts, satchels, card cases, pocketbooks, jewel 
boxes, portfolios, and other boxes and cases, not jewelry, wholly or in 
chief value of leather or parchment, and manufactures of leather, raw- 
hide, or parchment, or of which leather, rawhide, or parchment is the 
component material of chief value, not specially provided for: 

Bags, baskets, belts, satchels, pocketbooks, jewel boxes, portfolios, 
other boxes and cases; coin purses, change purses, billfolds, bill 
cases, bill rolls, bill purses, bank-note cases, currency Cases, pass 
cases, passport cases, letter cases, and similar flat leather goods; 
strops and straps; buckles designed to be worn on the person, and 
other wearing apparel; leads, leashes, collars, muzzles, and similar 
dog equipment ; and all articles other than the foregoing : 


Wholly or in chief value of reptile leather________---__-__-------~ 17% 
EE proacucts Of OunG@s nc wcecissicinen~ oad hai deeitibbeaail ER ae 14 
Other bee sail ‘ oe a= ; 20 
Articles of luggage (except bags, satchels, portfolios, boxes, and 

cases) : Wholly or in chief value of reptile leather__________-__ 17% 
QUE cited cib tins tts ck ids bd edaion inihttiett utd Geatiena,: Swe 
Any of the foregoing permanently fitted and furnished with travel- 

ing, bottle, drinking, dining or luncheon, sewing, manicure, or 

similar sets: Wholly or in chief value of reptile leather____-__ 25 
CIE adits whee. Siecle si Ain ccd hda tba ied Dc calon ulead is Sasiigeisiidalitiyeei 20 


LUGGAGE AND PERSONAL LEATHER GOODS IN THE UNITED STATES 


At the outset, it might be well to point out that the products which are the 
chief concern of this memorandum are— 


Luggage and related articles (include suitcases, valises, satchels, traveling and 
overnight bags, hatboxes, trunks, and other luggage; and boxes, caskets, chests, 
baskets, rolls, brief cases, and other cases, except handbags, and flat leather 
goods) : 
Fitted with traveling, bottle, drinking, dining, or lunching, sewing, mani- 
cure, and simular sets: 
Wholly or in chief value of reptile leather 
Other 
Not fitted: 
Wholly or in chief value of reptile leather 
Other 
Coin purses, change purses, billfolds, bill cases, bill rolls, bill purses, bank- 
note cases, currency cases, money cases, card cases, license cases, pass 
-ases, passport cases, letter ¢ ses, and similar flat leather goods: 
Wholly or in chief value of reptile leather 
Other 

The Luggage and Leather Goods Manufacturers of America, Inc., is an asso- 
ciation comprised of manufacturers of these products, and is national in scope, 
drawing its membership from all parts of the United States. The association 
represents the manufacturers of this country who produce approximately 95 
percent of the total value of the products above mentioned. 

The association’s authority to act on behalf of the entire luggage and personal 
leather-goods industry is well recognized by the Department of Commerce of the 
United States under whose auspices the association sponsored and successfully 
concluded such programs as Luggage Standardization (R215—46 National Bu- 
reau of Standards), and Fair Trade Practice Rules and Regulations for Luggage 
and Related Products (Federal Trade Commission). The association was also 
recognized as the proper representative of its industry by the National Produc- 
tion Authority, the Office of Price Stabilization, and all temporarily created war 
agencies. 

The majority of the manufacturers of luggage and personal leather goods are 
in contractual relationship with labor unions, either affiliated with the American 
Federation of Labor or the Congress of Industrial Organizations. 
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(a) Size and location of the lugyaye and personal leather goods industry in the 
United States 


There are approximately 750 manufacturers of luggage and personal leather 
goods in the United States, and they are principally located as follows: 


Alabama “2 6 | Minnesota 





=< a o 
California -- 40) Missouri . 10 
Connecticut 15| New Jersey Bins eek 60 
Colorado ee eee 5| New York ee <a oO 
Georgia ce tiasaen 5 | Oregon vig bvceiieals aint oat : 5 
[Illinois seceded eed | Ohio iiect da panes 
lndiana LR de ET PRIVEE Seine uae 75 
Iowa ak Sa Aes eee 5} Rhode Island che aes 10 
OG, ok eet 5| Texas 2 sae webiganates 8 
Maine Rage <2 h  ae teeoeey ate 5|) Vermont a SOR RER «E,’, 5 
Maryland . csacnmem ST Vien 7 BE eS are 10 
Massachusetts , ___._._ 60} Washington a A Foe) 
Michigan Nn _.-_-.... 10] Wisconsin 2 en Ee tras 35 


(b) Materials used in the manufacture of luggage and personal leather goods 


Luggage and personal leather goods are end products manufactured of many 
component parts. n luggage, wood, steel, leather, imitation leather, silks, rayons, 
linens, nylon, pyroxylin coated cloths, and brass, make up some of the most im 
portant ingredients. 

In personal leather goods, leather, imitation leather, zippers, plastics, linens, 
nylons, silks, and cotton are used. 

It is important to note in this connection that practically all these component 
parts of both these products are made in the United States. These materials 
are subject to the high wage standards and high costs prevalent in American in- 
dustry, and necessarily result in high prices being paid for these supplies by 
the manufacturers of luggage and personal leather goods. In personal leather 
goods, Where much of the leather used is imported in the form of hides and skins, 
the finishing into leather of various styles and dyes is done in the United States. 
Many of these hides and skins coming into this country, carry a duty, under the 
Tariff Act, of 5 percent 

It is academic, and beyond the pale of contradiction, to state the fact that 
the highest standard of living prevails here in the United States. To maintain 
such fundamentals, higher standards exist for material, labor, overhead, and all 
elements going into the item of cost of production. 

It is important, therefore, in considering the questions at issue, to place em- 
phasis upon the fact that practically all component parts of the products here 
represented are made under American standards and conditions. 

Consequently, it is important to point out that not only are the products of the 
industry made under the highest standards in existence in any part of the world, 
but that all component parts going into the final products of our industry are 
also manufactured under the highest standards, both as to materials and as to 
labor, as exist anywhere in the world. The situation, therefore, combines the 
highest standards in supplies as well as in end products. 


(c) Laborin the lugagad and pe rsonal leather goods industry 


The luggage and personal leather goods industry employs approximately 20,- 
000 persons. About half of these employees are highly skilled, and have gone 
through periods of apprenticeship. Many of these employees have spent upward 
of half their mature lives employed within the industry. It is quite conceivable 
and a fact easily anticipated that should the tariff rates on luggage and personal 
leather goods be reduced any further, many of these employees who know no 
other work would be thrown out of work and become public charges. 

The first years after the war saw a strong upsurge in filling the pent-up 
demand for lug re and leather goods and a commensurate increase in em- 
ployment. Since the peak year of 1947, luggage consumption has decreased and 
employment has suffered thereby. 

In the personal leather goods industry tremendous strides and expansion 
took place during the war years and this made for the employment of additional 
thousands of people, all of whom have been trained and who are now devoting 
their entire energies to the manufacture of products of this industry. 

Th proportion of labor cost to total cost in the luggage industry is approxi- 
mately 25 percent. In the personal leather goods industry it is approximately 
joke percent. 
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As will be indicated hereinafter. of the countries now involved in tari 
negotiations, the great proportion of luggage and personal leather goods imported 
into the United States comes from the United Kingdom. A comparison of é 
and hours between the United States and the United Kingdom is in orde 

According to the April 1953 issue of the Monthly Labor Review p 


by the Bureau of Labor Statistics of the United Sta Department of L 
average weekly hours in the other leather products industries t 

f J l 1953 on.2 | I ive | for tl ! 

S17 31¢ I t} verag ekly ¢ il S51.59 et ( f 

are general figures, covering all leather product dustric Accordir t} 
best available information, the average weekly hours in the trunks, s 
and Inegage industry, f the month of January 1953 s 37 } 

verage hour wage in the same month was $1.60 per hour, and the a g 
weekly earning was &60.48 In the personal leather goods industry, whicl 
covers such items as billfolds, card cases, key cases, coin purses, ete., the averax 
weekly hours in the month of January 1953 was 40 hours. The average hourly 
wage for this same month was $1.45 per hour, and the average wee! 


was S58 


According to al) information available at this time, workers in the U: d 
] 








Kingdom, in the leather goods, luge . handbag, belts, and h: ess industries 

the month of Qetober 1952, had an average workweek of 47.5 hours and a1 Vel 
ge hourly rate of 48 pence per hour for male workers and 26.5 pence fe fs ile 
workers, and an overall average of 39.5 pence per hour for all workers rhe 





aveage hourly rate for male workers, when converted into United States cur 
rency, is approximately 45 cents per hour. This would make for an average 
weekly wage of approximately $21.38 as against the average weekly wage pre 
iously mentioned for employees in this industry in the United States 

When it is considered that the United Kingdom is the chief exporter of 
luggage and leather goods to the United States, it is quite obvious, from the 
figures above mentioned, that merchandise can be produced in the United 
Kingdom at a labor cost so much less than that which exists in the United 
States as to make imports from the United Kingdom a real threat to ow 
industry 

In France and Italy, there are a large number of luggage and personal 
leather good factories, most of them small in size and using machinery con 
parable with the American industry, and employing workers on an average of 
40 to 44 hours per week who earn approximately $100 per month. Therefore 
these countries, too, with their low cost of production, can very seriously 
affect American industry and its products by imports into the: United States in 
quantity. 

To recapitulate labor comparisons: 


; kl A 

arnir 
elliptic = 
United States $60). 48 g 
United Kingdom 91.38 17 
France and Italy 5. (M 1-44 


It is a known fact that labor organizations in the United States are constantly 
on the alert for shorter workweeks and for greater average hourly wages 
The situation in the luggage and personal leather goods industry is no exception 
to this general trend. It can be said, with a reasonable degree of certainty, that 
the labor organizations controlling labor in the luggage and personal leather 
goods industry, will make demands, at every opportune moment, which will of 
necessity increase the cost of production of American manufacturers. Such 
demands, based on collective bargaining rather than on Government control, have 
produced results in the past which have raised the standard of living of the 
employees in the industry rather than lowered them. 

Another factor which must be taken into consideration is that in countries 
whose products are imported and which compete with those manufactured in 
the United States, subsidies by the Government are the rule rather than the 
exception. In the United States, of course, Government subsidies in products 
other than farm products are unknown. It is natural to assume, therefore, that 
industry which is subsidized can at all times be in a position most favorable to 
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compete. To promote such competition to the detriment of American industry, 
by lowering tariff rates at this time, would be disastrous and chaotic to an 
industry as small as the luggage and personal leather goods industry. 
(d) Dollar value of luggage and personal leather goods 

In order to present as clear and concise a factual résumé as is possible at the 
present time, it is well to bear in mind the value of the respective products being 
considered. The approximate dollar value produced is listed below: 








pets Personal ; | Personal 
Lugeage, leather goods, || Lageage, leather goods, 
wholesale | wholesale 
a a eieimee ; hei : oe 
1946 | $90,600,000 | $32,000,000 || 1950. __. _....| $98,000,000 | $27, 200, 000 
1947 85, 000, 000 40, 000, 000 1951 | 73,000, 000 29, 200, 000 
1948 76, 000, 000 | 37, 500,000 || 1952__. | i () 
1949___. | 67,000, 000 | 26, 800, 000 | 


1 Unavailable 


The growth of these industries is indicated when it is considered that in 1939 
the total wholesale value of luggage and leather goods was approximately 
$34,600,000. 

(e) Imports and exports of luggage and personal leather goods 
According to the United States Foreign Trade Statistics Bureau, the following 


pertinent data on imports and exports is submitted: 
Luggage—Recent statistical data 


{In thousands of dollars; value of imports is foreign value] 








Item 1999 | 195: | 10951 | 1952 
Exports ' : : 364 | 261 272 1 
Total imports aed ini . 502 967 1, 784 2, 599 
United Kingdom 232 334 510 518 
France : 37 | 112 204 111 
Italy. 107 142 199 348 
Germany 50 231 62 | 1, 461 
All other 76 152 209 | 161 


| 


1 Unavailable. 


Personal leather goods—Recent statistical data 


[In thousands of dollars; value of imports is foreign value] 














| 
Item 1949 | 19%) 1951 | 1952 
Exports 195 209 264 (') 
Total imports 305 417 | 524 649 
United Kingdom 231 272 293 | 27 
Italy 17 48 77 234 
All other 57 


97 154 38 


1 Unavailable. 


It is quite obvious, from the figures heretofore submitted, that imports into 
the United States far overbalanced the exports from the United States. A lower 
ing of the tariff rates would mean a further influx of imports, completely out of 
line to anticipated exports. Our manufacturers have found that exports to 
foreign countries are usually encumbered not only with a tariff, but with import 
taxes over and above the tariff, which make it well-nigh impossible for Ameri- 
can merchandise of our make to be sold in foreign countries. 
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(F) LUGGAGE AND PERSONAL LEATHER GOODS CARRY A FEDERAL EXCISE TAX 


In the consideration of tariff negotiations insofar as luggage and personal 
leather goods is concerned, it is most respectfully pointed out that the luggage 
and personal leather goods industry in the United States is being hampered at 
the present time in the sale of its products by a 20-percent Federal excise tax 
collected at the retail level. 

The harmful effects of this excise tax have already manifested themselves 
in the industry by a drastic drop in sales and by unemployment which has 
reached heights in no way comparable to any years since the depression years 
of 1929 and 1930. 

While there has been some discussion by the Congress of the United States 
on the possible revision and modification of this excise tax, no definite tax 
bill has as yet been voted upon nor passed. Should the industry now be en- 
cumbered with any reduction in tariff rates, there is no question in the minds 
of industry members that such an act would undoubtedly be “the straw that 
broke the camel’s back.” 

While the importation of luggage and personal leather goods from foreign 
countries also bears this tax, the prices at which these imported products 
can be sold in the United States are so much lower than those of American- 
made products, that the payment of an excise tax does not deter the purchase 
of the imported article as it does definitely deter the purchase of the American- 
made article. 

This factor is most important in any consideration of possible reductions in 
tariff duties as they now exist on luggage and personal leather goods, and 
should be given utmost consideration in these tariff negotiations. 


CONCLUSION 


Mindful as our industries are of the commendable plan being aggressively 
pressed by the United States for the firm establishment of economic relation- 
ships with the countries of Europe, we cannot overlook, nor lightly pass over, 
the harmful effects that must result from any further reduction of the existing 
tariff rates applicable to the countries now involved. 

The facts and figures outlined in the previous pages indicate some very 
salient and indisputable conclusions. 

First, and foremost, is the well-known fact that the American workman is 
the highest paid employee of any country in the world. Second, the American 
standard of living is the envy and the pinnacle of achievement for all coun- 
tries of the world. Third, that American-made materials are, as a result of 
the previous two factors, the highest-priced materials in the world. Conse- 
quently, products made from these materials, and by American workmen, must 
of necessity be the highest priced items in the world. 

Imports from other countries can only make inroads upon American-made 
goods on the basis of price. American-made goods can and do compare favor- 
ably with foreign-made merchandise on the basis of style, quality, and eye appeal. 

Price being the only advantage, the American manufacturer has the right to 
expect that he will be given an equal opportunity with his foreign competitor to 
capture that portion of the America dollar devoted to his commodity. Such 
opportunity can only come from a tariff rate on imported merchandise high 
enough to balance the low cost of production which all statistics indicate is 
prevalent in foreign countries. 

In simple language, the American cost of production far exceeds the foreign 
cost of production. Competition must, therefore, be predicated upon price 
equalization which can only be accomplished by appropriate tariff regulations. 

The luggage and personal leather goods industry finds itself additionally ina 
peculiarly precarious position. As the figures heretofore set forth indicated, 
the vast majority of imports of our products come from the United Kingdom, 
In fact, the years 1949, 1950, 1951, and 1952, show to what extent luggage im- 
ports from the United Kingdom exceeded our exports to the United Kingdom. 
For personal leather goods, these years show an overwhelming excess of imports, 
over exports, from the United Kingdom. 

Records will indicate that even during the war, the United Kingdom main- 
tained its lead in exporting luggage and personal leather goods into the United 
States. Since the war, these exports have increased considerably. 

The existing tariff regulation insofar as the United Kingdom is concerned, 
may need revision, but it should be upward rather than downward. We point 
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up the fact that tariff revision should be made upward rather than downward, 
passing argument, but as one which should definitely receive the com- 











plete consideration of the Tariff Commission. Unless tariff revision is made 
ipward, insofar as the products of our industry are concerned, we can envision 
the glutting of the American market with foreign merchandise to the absolute 

trin t of the industry’s economy and the industry’s well-being. , 

Gi iny has become one of the major exporters of luggage, a fact which 
must be reckoned with. 

All count: that have felt the pinch of the war years are anxious to reestab- 

sh their economies. The more American dollars exchanged, the sooner can 
Sie stable economies be restored. 

France, Belgium, Czechoslovakia, Italy, Austria, Japan are all countries 
previously engaged in the export of luggage and leaiher goods. They are all 
woking to the expansion of these industries and their best outlet for these ex- 
panded activities is the United States. 

Therefore, it is of particular importance to our industries that the tariff rate 
be increased rather than even the slightest thought given to a decrease, 

From the figures and data hereinbefore set forth, our industry has expanded 
in proportion to the demand for our merchandise by the American public. Our 
expansion is being put to its most stringent test at this very time. Some are 


already experiencing hard times. Others must surely face them in the near 
future 

To be confronted now by a flood of foreign merchandise which would neces- 
sarily occur were there any reduction in the tariff rate, would create conditions 
which would soon result in chaos. Our industry has expanded to the furthest 
possible point consistent with safety Our expansion is based upon estimated 
markets which can absorb the merchandise produced by our American work- 
men. The arrival of merchandise to undersell American merchandise Would 
soon result in an oversupply. Result—loss of capital, curtailment of production, 
unemployment for our personnel, and an economic downswing which can prove 
fatal to both employer and employee. This, in its vicious cycle, would have 
similar results upon those industries supplying our industry with the necessary 
component parts 

In short, a picture clearly filled with dire consequences for all segments of 
our industry. 

Our plea for an increase in tariff rather than a lowering of same, is particu- 
larly pointed at this time because of the apparent vulnerability of our industry 
by reason of the products produced by us. 

We are easy prey for all countries. For this reason, if for no other, we must 
receive added consideration. 

That our industry is easily victimized can be seen by the dollar value of lug- 
gage and personal leather goods now being imported from other countries. This 
competition added to the competition that would result from a lowering of the 
tariff rates, would soon play havoc with our American industries. 

We ask merely for equalization of opportunity. To lower the tariff would be 
to place our industry at a business disadvantage from which there can be no 
recovery. 

Certainly our American sense of fair play will not countenance such action. 

For the reasons above set forth, and for those which may be submitted at the 
oral hearing requested, we earnestly urge an increase in the present tariff rate 
cr as the least consideration, that the existing rates not be disturbed. 


STATE OF New York, 
City of New York, County of New York, ss: 

Before me, a notary public in and for said county, appeared Jack Citronbaum, 
who being duly sworn, deposes and says that he is the executive vice president of 
the Luggage and Leather Goods Manufacturers of America, Inc.; that the facts 
stated in the memorandum herein submitted by the Luggage and Leather Goods 
Manufacturers of America, Inc., and presenting statistics and facts relative to 
e and personal leather goods imported from and exported to the United 
Kingdom and other countries, of his own knowledge is true; and that as to those 
matters stated to be upon information and belief, he believes them to be true. 


(Signed) Jack CITRONBAUM. 





~9 


Subscribed and sworn to before me this 27th day of April 1953. 
(Signed) Harorp 1D. Buss, 
Notary Public, State of New York. 
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The CHatrman, Are there any other witnesses to testify this after 
noon ¢ 

(No response. ) 

The CHatrman. If not, we will stand adjourned until 10 o’clock 
tomorrow morning. 

(Thereupon at 4 p. m., a recess was taken until Thursday, April 
30, 1953, at 10 a. m.) 
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THURSDAY, APRIL 30, 1953 


House or REepresENTATIVES, 
Com™MirrEE ON Ways AND MEANS, 
Washington, D. C. 

The committee met, pursuant to recess, at 10 a. m., in room 1102, 
House Office Building, Hon. Thomas A. Jenkins presiding. 

Mr. Jenkins. The committee will be in order. 

Mr. Reed is not here today, and has admonished me to keep up his 
record to start the meetings right on time. I am trying to do that. 

The committee is ready to begin the fourth day of public hearings 
on H. R. 4294. The witnesses scheduled today are independent pro- 
ponents of the legislation. The first witness is Mr. Charles W. Hol- 
man, executive secretary of the National Milk Producers Federation. 

Mr. Holman has been here many times, and we are glad to welcome 
him today. 


STATEMENT OF CHARLES W. HOLMAN, SECRETARY, NATIONAL 
MILK PRODUCERS FEDERATION 


Mr. Hotman. It is good to be here. 

Mr. Jenkins. Have youa prepared statement, Mr. Holman ? 

Mr. Hotman. Yes. I would lke the privilege of filing the full state- 
ment with the accompanying tables and then to save the time of the 
committee, I have cut the full statement, and will read only excerpts 
from it. 

Mr. Jenkins. Without objection, it is so ordered. 

I see you have a couple of assistants there, and you may proceed 
in your own way to present your own case. 

Mr. Hotman. Thank you very much. 

Mr. Jenkins. After you have concluded, the Members will ask 
questions. 

(The statement is as follows :) 


STATEMENT OF CHARLES W. HOLMAN, SECRETARY, NATIONAL MILK PRODUCERS 
FEDERATION 


I am secretary of the National Milk Producers Federation, the oldest and 
largest agricultural commodity organization in the United States. Our group 
consists of 94 farmer-owned cooperatives and some 600 submember associations 
with a combined membership of approximately 460,000 dairy farm families in 
46 States. The volume of milk and cream sold or manufactured in various forms 
by these cooperatives exceeds 22 billion pounds a year. That is more than one- 
fifth of all milk and cream leaving United States farms in commerce, and is equal 
to two-thirds of all international trade in dairy products. 

I am appearing in connection with pending hearings on H. R. 4294 and other 
bills. It is not my purpose to discuss the details of any particular bill but to 
present to this committee the general position of our organization with regard 
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quate import controls on competitive dairy 


lieve that section 104 of the Defense Production Act provides the best 


f the import problem despite statements to the contrary. Th 
provide for any discriminatory action against any foreign 
past mialadministration an exceedingly high level of dairy in 
been allowed to come into this country at a time when it has become 
necessary for the Federal Government to purchase very large quantities of store 
dairy products because of unmarketable surpluses upon the domestic mar 
Such a condition can be improved by a sincere, sympathetic administration. 
We support section 22 of the Agricultural Adjustment Act with amendments 
would enable it under proper administration to accomplish the objective 
ecessary protection against competitive dairy imports 
We support the principles of section 4 of the bill, relating to mandatory 


point provisions 
\We support the objective of the bill in seeking to speed up administrative 
iction. Certainly 6 months is enough time for the Tariff Commission to make 
ally investigations of this character and emergency action by the President 
should be made possible within 2 weeks after a problem of this character has 
been brought to his attention. 
fhe National Milk Producers Federation subscribes to the President’s recom- 
inendation that the Reciprocal Trade Agreements Act be renewed for 1 year 
ly While our whole international trade policy is being reviewed. Many things 
uve happened in international trade as a whole, and particularly to world trade 
in specific commodities during the past 20 years. The time has come for a thor- 
gh review, reappraisal, and reorientation of our foreign trade policies and 
methods 
The National Milk Producers Federation realizes that foreign market outlets 
to many of our major industries if they are to continue to operate 
i i v § aintain a high level of employment. The Federation 
realizes that if countries are to import from us they must have market outlets 
here for goods that will offer them a means of payment; but at the same time 
ve insist that the articles which they supply us must be those that we need and 
want. In this, our policy should be to encourage the importation of items which 
ve can use, rather than add to surpluses which we are hard put to find a meats 
of disposa 
Both on a domestic and international basis, milk producers are willing to take 
their chances in an economy of free enterprise, provided that neither the domestic 
economy nor the conditions of international trade are rigged and made void of all 
characteristics of free enterprise. We have consistently opposed production 
controls and arbitrary increases in price supports. We have favored the flexible 
price support act of 1949. We have offered to engage in our own program of 
self-help in price supports 
During the past 20 years our domestic tariffs, through a series of international 
reements, have been reduced until the ratio of duties collected to the dollar 
value of all dutiable imports has dropped from 50 percent to 12% percent in 1951. 
Phis international policy has been attended by domestic policies that have resulted 
in farm wage rates rising to four times their 1935-39 levels while dairy products 
prices received by farmers increased only one-half that amount. In view of 
these conditions that have led to an inflated price level for the economy as a whole 
(‘ongress has enacted price supports for agricultural products in excess of world 


ese policies have led to a heavy subsidization of the exports of many of our 
izricultural commodities which are being produced in quantities considerably in 
excess of domestic requirements. According to our Secretary of Agriculture, 
eve ugh our rates of export subsidization have been declining, in 1951-52 we 
“l through foreign aid funds 14 percent of our cotton exports, 18 percent 


tobacco exports, and 45 percent of our wheat exports. These estimates 

only to direct foreign aid They do not include shipments that may have 

en financed by dollar exchange created by military aid or other grant funds.’ 

0 ur dairy industry is being asked to yield to dairy imports in order for other 

intries to secure a few dollars, under the assumption that they will be used to 

ay for exports of these other agricultural commodities now so heavily subsidized. 

Vi not a displacement of dairying result in the production of more wheat, more 
yn, and more tobacco to be subsidized for foreign consumption. 


Agriculture and Forestry, April 9, 1953. 
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With high governmental supports under wage rates, feeds, and other articles 
which dairymen use in milk production and with currencies of dairy exporting 
countries devalued one-third in terms of United States dollars our dairy farmers 
are forced in self-defense to ask for comparable price supports and import controls 
on dairy products. Our dairy farmers are caught in the jaws of a vise, one side 
of which represents domestically supported high costs of factors of production ; 
the other side of which represents arbitrarily reduced prices of foreign ex} 
of dairy products. We are appealing to you, our representatives in Congress, for 
help. 

Our testimony will show that, without preventive action, imports of dairy 
products would be of such magnitude that they would greatly contribute to the 
burden of our domestic price-support program, and in the case of certain articles 
substantially reduce the volume processed in the United States. The reasons 
for these conclusions are simple and direct: 

1. Domestic production of dairy products is in excess of market requirements 
and is currently resulting in large Government price-support purchases. 

2. Our domestic support program is supporting dairy product prices at levels 
substantially above world market prices. 

3. Currency devaluations of foreign countries and reduced domestic tariff rates 
have rendered our tariffs ineffective. 

4. Uncontrolled imports of certain dairy products produced domestically, and 
at prices below existing support or market levels, tend to force domestic producers 
out of the competitive market for milk supplies, and thus drastically reduce 
domestic production of those products 

5. In recent years, approximately billion pounds of milk equivalent have 
been entering international trade in the form of various dairy products. This 
quantity has been growing and is constantly seeking new market outlets. An 
open market, supported at above world prices, would be a prime target for such 
1 tremendous volume of potential imports. 

6. Import controls of duiry products are necessary as a countervailing measure 
to currency devaluation of foreign countries and a domestic price level consid- 
erably above world prices for dairy products. 


orts 


DOMESTIC DAIRY PRODUCTION IN EXCESS OF MARKET REQUIREMENTS 


In 1952, milk production on United States farms was 115.1 billion pounds. 
During the marketing year April 1952—March 1953, under our domestic price- 
support program, it was necessary for our Government to buy 143.4 million 
pounds of butter, 75.3 million pounds of cheese, and 212 million pounds of nonfat 
dry-milk solids. For the first 3 weeks of the support program beginning April 1 
this year, 15 million pounds of butter, 18 million pounds of cheese, and 28 million 
pounds of nonfat dry milk had been bought by Commodity Credit Corporation. 
This reflects trade opinion that prices will not advance above support levels, at 
least more than storage costs. 

Milk production for the first quarter of this year was at a seasonally adjusted 
annual rate of 123 billion pounds, or 8 billion pounds more than 1952's production 
On January 1, milk cows numbers were 3 percent above a year ago, and the ratio 
of heifers to milk cows for replacement purposes was at the highest level on 
record. Creamery butter and American cheese production during the first quarter 
of 1953 were both about one-third greater than in 1952. In February, nonfat 
dry-milk production was running 72 percent higher than in 1952. Milk production 
on fluid milk markets during the past few months has been about 15 percent 
higher than a year ago. 

Of course, that excess milk goes further into manufactured milk products, 
thereby increasing the production of those products, and throwing greater pres 
sure upon the Commodity Credit Corporation for purchases. 

Meanwhile, consumption of butterfat is yielding to substitutes, and stocks of 
dairy products continue to accumulate. In addition to the large Government 
purchases of butter and cheese just cited, manufacturers’ stock of evaporated 
milk at the end of February were %.5 times those of a year earlier; and stocks of 
nonfat dry milk were 5 times those at the end of February 1952. 

Certainly this preponderance of evidence points to the fact that our domestic 
production of dairy products is considerably in excess of domestic market require 
ments, and, in view of a downward trend in butterfat consumption and increased 
cow numbers, is likely to continue so for some time. Under these conditions 
additional foreign dairy supplies not only are not needed but would greatly 
increase the cost of our domestic price-support program. 


2604—53 21 
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OUR DAIRY SUPPORT PRICES ABOVE PRICES OF FOREIGN DAIRY PRODUCTS 


For the marketing year ending March 31, 1954, domestic dairy products are 
being supported as follows: 


Price (cents 


Product Grade Location per pound) 
Butter A ete New York i 66. 50 
Cheddar cheese nl ae ‘ Any point in United States. __- 37. 00 
aint Gry WR. ccicciccdcccssncs- Extra (spray).....| ~..-..-- icin dina tn~ wile de -| 16. 00 


As of January 1953, United States butter prices as compared to those quoted 
by three countries which export three-fourths of all butter entering international 
trade were as follows: ~ 

Price (cents 


Country: per pound 
Australia —- stance misiapinte atig tas arenes tntijptativian da ecicaereathisiatieaniaa igs Aan TS ee ne 39. 0 
New Zealand Fb eddie eae is ncaa tye grtt thats abuidisendeheaubbe 39. 2 
Denmark a a a dot omtled etn we £2 ae 
United States eee aeede prea eecaptaaaiha eee Ueda nek rae capi eens 66.9 


The transportation cost on butter from these countries to the United States is 
2 to 4 cents per pound. Our tariff on the first 60 million pounds of imported 
butter is 7 cents. Therefore, the above countries could land butter in New York 
for 48 to 53 cents per pound, or at about 75 percent of our support prices. 
Currently the United Kingdom is contracting for Cheddar cheese from Australia 
and New Zealand at 22 cents per pound (table A). 

A comparable price for nonfat dry milk in these exporting countries would be 
approximately 9.5 cents per pound. Our tariff rates on Cheddar cheese have 
been reduced to 3 cents per pound or 15 percent ad valorem, and on nonfat dried 
milk to 1.5 cents per pound (table 1). This means that Cheddar cheese could 
be imported at about 28 to 30 cents per pound and nonfat dry milk at about 14 
cents per pound. See table A for actual contract and quoted prices on butter 
and cheese as reported by specified foreign countries. Furthermore, some of 
these countries export through a quasi-governmental organization that may set 
prices without respect to the value of other dairy products (Denmark), or with- 
out respect to the price obtained for the same product sold to some other country. 
Therefore, they may export at even lower prices to us. 

These lower export prices of other countries have been made possible through 
both their currency devaluation in 1949 and a lowering of our own tariff sched- 
ules under the reciprocal trade-agreements program (table 1). 


INTERNATIONAL TRADE CLIMATE NOT FAVORABLE TO FREE ENTERPRISE 


While the United States has lowered its tariffs during the past 20 years until 
today tariffs on dairy products are no longer effective, what has been the policy 
of foreign nations? Many of them, including the important dairy exporting 
countries of Australia, Denmark, France, Italy, Netherlands, Norway, Sweden, 
Argentina, New Zealand, and Switzerland have engaged in various forms of 
restrictive international trade practices. Among these restrictions have been 
import licenses and quotas, advance deposit requirements for certain imports, 
import fees to compensate for differences in domestic and import prices, cur- 
rency devaluation of 30.5 percent, blocked currency, multiple-exchange rates, 
preferential tariff rates, and quasi-governmental exporting agencies with prefer- 
ential price policies. 

The international trade situation is so far removed from free-enterprise condi- 
tions that a year ago the then Secretary of State said: 

“For 12 years I have worked to reduce international trade barriers, but today 
there appear to be more such barriers than 12 years ago.” * 

On April 9, Secretary of Agriculture Benson said: 

“In addition to using tariffs, quotas, and subsidies, various countries have 
influenced trade by multiple-exchange rates which provide disguised export sub- 
sidies, and have made barter deals of such complexity that it is virtually impos- 





2 International Financial Statistics—International Monetary Fund, April 1953. 
8 See appendix A for detailed listing of such restrictions. 
* Before National Conference on International and Economic Development, April 1952. 
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sible to estimate the price concessions made on individual commodities. They 
have also used exchange controls to conserve their scarce dollars, often buying 
in nondollar areas at higher prices.” * 

At this same hearing, Secretary Benson, with reference to the Reciprocal 
Trade Agreements Act, further stated : 

“While negotiations of increases of duty are authorized, no such increase has 
ever been negotiated. The authority has been used to reduce tariffs to the point 
that the customs duties presently in effect are the lowest in the history of th 
United States. 

“The authority is also broad enough to cover matters relating to foreign trade 
in addition to duties. Negotiations should be broadened to consider regulatory 
devices other than tariffs, such as quotas and manipulated exchange rates. Other 
uations have employed these devices to our disadvantage, offsetting seeming 
gains obtained through tariff modifications. * * * 

“Agricultural programs are neither financially able to, nor should they be 
expected to support prices on a worldwide basis. The huge acquisitions and costs 
of placing a price floor on an international scale (with no control over output 
or quantities that could be imported) could result in a discontinuance of the 
price-support program, a cutback in domestic production, or a reduction in the 
price-support level.” 

Certainly, our international trade policies are in need of a thorough review 
and reappraisal. But in the meantime, we do not believe 2 million dairy farmers 
should be made the scapegoat for confused and irreconcilable foreign and domes- 
tic programs. 


DAIRY PRODUCTS MINOR SOURCE OF FOREIGN EXCHANGE 


During the past 3 years from 33 to 36.5 billion pounds of milk equivalent have 
entered international trade from all countries. This is approximately 10 percent 
of world milk production. Of the total quantity of milk equivalent entering 
international trade, about 66 percent is represented by butter; 20 percent by 
cheese ; and the remainder by canned and dry whole milk.” Since Worid War II, 
the quantity of dairy products produced abroad has been increasing and is,e 
therefore, looking for expanded markets (table B). 

In 1951, of 912 million pounds of butter exported, approximately one-third was 
by Denmark; another one-third by New Zealand; 13 percent by the Netherlands; 
8 percent by Australia; and 6 percent by Sweden. These five countries exported 
more than 93 percent of all butter entering world trade. 

In 1951, of 779 million pounds of cheese entering international trade, New 
Zealand supplied 27 percent; the Netherlands, 21 percent ; Denmark, 13 percent ; 
the United States, 10 percent ; and Australia, Sweden, France, Italy, and Canada, 
from 4 to 5 percent each. 

Of 949 million pounds of canned condensed and evaporated milk entering world 
trade in 1951, the Netherlands supplied 40 percent ; the United States, one-fourth ; 
and Australia and Denmark, each about 10 percent. 

Principal exporters of dried skim and dried whole milk are the United States, 
New Zealand, and the Netherlands. 

In only a few countries do export markets represent principal outlets for milk 
produced. “New Zealand exports around nine-tenths of the milk fat produced, 
Denmark about seven-tenths, the Netherlands nearly one-half, and Australia 
four-tenths.”° The United States exports less than 1 percent of its total milk 
production. 

In only three countries do dairy products represent an important source of 
foreign exchange. In 1951, dairy products represented 25.4 percent of New 
Zealand’s total exports; 20.4 percent for Denmark; and 10.2 percent for the 
Netherlands. In all other countries dairy product exports were valued at less 
than 2.2 percent of the value of all exports (see table following this section). 

The United Kingdom is the principal importer of dairy products, importing 
about 60 percent of all dairy products entering international trade. In 1951 it 
took 72 percent of all butter, 55 percent of all cheese, and 17 percent of all canned 
milk entering world trade. Germany, Belgium, France, and Italy also import 
considerable quantities of dairy products. But the United States has habitually 
imported less than 1 billion pounds milk equivalent annually during the past 29 
years of record. 


* Before Senate Committee on Agriculture and Forestry, April 9, 1953. 
* Dairy Situation, BABE, April 1953. 
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In both the prewar 1954-38 period and 1951, the United Kingdom served as the 
principal market for dairy products exported from New Zealand, Australia, and 
Denmark. In both of the periods cited, United Kingdom imports of both butter 
and cheese were in excess of the combined exports of these three countries. 
United Kingdom contracts with these countries call for 75 to 90 percent of their 
total exportable surplus of butter and cheese (table A). The Netherlands 
exports its dairy products principally to Belgium, the United Kingdom, and 
Germany 





Thus we find that the three countries to which dairy exports are an important 
source of foreign exchange all sell most of their products to their neighbors or 
within their blocked currency area. However, our import controls are necessary 
to safeguard against reexportation 

Further evidence that our import policies are not depriving dairy exporting 
countries of an opportunity to sell goods to us is illustrated by the following 
example: 








Since the United States established quotas on various dairy product imports 
protests have been received by our State Department from the Netherlands, 
Denmark, Italy, New Zealand, Norway, Australia, France, Canada, Switzerland, 
Argentina, and Finland. These protests have taken the attitude that we were 
preventing them from earning dollars with which other products could be bought 
from the United States. 

Despite numerous barriers raised by the foreign nations the United States has 
heen very liberal in accepting their exports in recent years as compared with 
prewar years, I refer, as evidence to the percentage which the United States 
received of the total exports of all products from each of 11 specified countries, 
comparing 1937 percentages with 1951: * 


1937 195 1937 1951 

| 
Netherlands 5 6 || France__- 6 | 6 
Denmark 2 2 | Canada jbswes 37 59 
dtaly & 7 Swit erland_... 17 13 
New Zealand . 7 12 Argentina. ......-.- 13 $ 20 
Norway 10 | 7 || Finland... sand 8 5 
Australia 7 | 15 


11938 
21950. 


In only the cases of Italy, Norway, and Finland was the United States taking 
a sinaller percentage of their total exports in 1951 than we were prewar. 

A great many varietites of Italian cheese have been freed from quota controls, 
and quotas on other varieties appear to be extremely generous. We received 
one-half the value of their cheese exports in 1951. orway and Finland export 
practically no dried milk, canned milk, or butter. The two together exported 
20 million pounds of cheese in 1951 out of a total of 779 million pounds entering 
world trade. Of Norway’s 1951 cheese exports the United States received 
one-fourth. 

In 1951, the proportion of Denmark’s and France’s total exports that we took 
were the same as in 1937. However, the volume of dollars that they received 
from tourist trade and other sources was of great magnitude. 

rhe other six protesting countries appear to have done quite well teward 
increasing the share of their exports that go to the United States. Australia, 
Canada, New Zealand, Argentina, and Switzerland all have about doubled their 
shares. Finally, in 1952, the only full year under section 104, our imports of 
dairy products were at the highest peak of any year since 1937. Indeed, the 
“Wolf! Wolf!” that we have heard appears to have been an apparition (chart 1). 


— 








7 International Financial Statistics. International Monetary Fund. February 1953. 
‘Commodity Trade Statistics, January-December 1951. Statistical Papers, series D, 
No. 10, United Nations, New York. 
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Value of dairy product erports as a percentage of the value of all 
specified countries, 1951 


rports of 


[Percent of value of all exports] 


Cheese Fre I 3 I 
try B er 1 n p ‘ 
rd cr ulk e.3 p 
Australia + 4 0.¢ 0. ¢ 7 ) 
Canada 01 i 2 0. 04 ‘ 
Denmark. 14.7 19 2. 21 20. 44 
France Of 1G a9 
Italy ‘ 1.01 I 02 
Netherlands 46 2 24 3. 91 01 7 
New Zealand 16.8 0.3 271.8 25. 4 
Nor iv 15 14 ‘ 60 
sweder 1. 54 UO; 13 74 
s rial 2.1 l 
Dairy situation, March-April 195 
Year ending June 30 
} 4 
‘ Less than one-half of 1 percent 
Individual products as percent of 1l-month total 

Source: Commodity Trade Statistics, series D, No. 10, and Direction of International Trade, series T 


vol. II, No. 12 


New Zealand, Denmark, the Netherlands, and Australia have milk production 
greatly in excess of domestic requirements. Neither before the war, nor since, 
have they imported dairy products, except for insignilicant quantities. With the 
exception of specialty cheeses, why should the United States, which is now a 
surplus producer of dairy products, be expected to import these products? Have 
not import quotas and restrictions on our heavily subsidized cotton and wheat 
crops been established under section 22? Do not import quotas exist today on 
sugar under the Jones-Costigan Sugar Act? What is so wrong with quotas on 
dairy products as a countervailing action to foreign currency devaluation? 


EFFECT OF IMPORTS ON PARTICULAR PRODUCTS 


That the processing of some dairy products produced in the United States 
would be substantially reduced if dairy imports were not limited, is substantiated 
by the experience of blue mold cheese. 

During the period 1945-51, our domestic market absorbed an average annual 
volume of blue cheese of approximately 10.5 million pounds. In 1947, the total 
market supply was 10.6 million pounds. United States production supplied it all. 
In 1950, the total market supply was 11.1 million pounds. Imports supplied 31 
percent of it. In 1951, the total supply was 10.2 million pounds. Imports sup- 
plied one-half. Domestic production was only one-half that of 1947. The other 
half had been displaced by imports. 

Domestic production of blue cheese suffered because of adverse price relation- 
ships that existed from late 1949 through 1951. In August 1949, the price of 
imported Danish blue cheese was 11 cents above that of domestic.’ Denmark 
devalued its currency 30.5 percent in September 1949. During 1950 and 1951, 
Danish blue cheese sold to wholesalers in New York at 2 to 3.7 cents under the 
domestic price. This depressed price of imported blue cheese tended to hold 
down the price of domestic blue cheese relative to prices paid farmers for milk for 
all manufacturing purposes. From June 1950 to December 1951, domestic blue 
cheese prices, in terms of milk equivalent, rose 60 cents per hundredweight. Dur- 
ing the same period, the price of milk for all manufacturing purposes rose $1.38 
per hundredweight. This disparity explains the drop in domestic blue cheese 
production in 1950 and 1951 It was simply crowded out of the competitive 
market for milk supplies 


NEED FOR IMPORT CONTROL 


In 1951, 912 million pounds of butter, 779 million pounds of cheese, 949 million 
pounds of canned condensed and evaporated milk, and large quantities of nonfat 
and whole dry milks passed through the import-export markets of the world. 





® Tariff hearings in April 1952 on blue mold cheese, 
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Without import controls and with existing price relationships, certainly our 
markets would be subject to a flood of imports. That this would happen may 
be illustrated by a few recent experiences. 

In September 1949, a number of dairy exporting countries devalued their cur- 
rencies 30.5 percent. Our imports of specilied products that year as compared 
with later periods when no controls for those particular products were in effect 
were: 


Imports (pounds) 


> ror 
Product After devaluation 
1949 | without product 
| import control 


Blue mold cheese 1,300,000 | 5,000,000 (1951) 

nent aaa 4,000 | 37,000,000 (1952) 

Malted milk and milk and cheese substitutes...............--.------- | 44 | 15,000,000 (1952) 
t 


All cheese _ - acl die ala ae clean tteadnniar bod Wiektiabal ite tenisak ebpscinlabatiains | 32, 000,000 | 56,000,000 (1950) 
| 


1 Import restrictions after July 3, 1952. 


These occurences led to the enactment of section 104 of the Defense Production 
Act and limitations enforced under its provisions. These first actions were taken 
in August 1951 on very generous bases for cheese. Action on malted milk and 
similar compounds was delayed until July 3, 1952; and no action whatever was 
taken on dry whole milk until December 30, 1952. This last product was finally 
completely embargoed on April 1, 1953. 


UNDER SECTION 104 DAIRY IMPORTS HAVE REACHED A 16-YEAR HIGH 


The Bureau of Agricultural Economics Dairy Situation of April 9, 1953, states: 

“International movement of dairy products and a number of other major foods 
during World War II were regulated as a result of recommendations by the 
Combined Food Board (representing the United States, United Kingdom, and 
Canada). Controls affecting butter have been retained in one form or another 
since the war and prevented imports of butter by the United States. However, 
imports of a number of other dairy products were resumed in volume beginning 
with 1946 and have tended to increase steadily since. 

“Devaluation of currencies (in terms of United States dollars) in September 
1949 by a number of foreign countries lowered the cost to United States importers 
of dairy products from a number of exporting countries. The prohibition on 
butter imports continued after devaluation, but cheese imports increased sharply 
and in 1950 were nearly twice those of 1949. * * * 

“With the shift in the American dairy market from one of surplus to one of 
deficit in the winter of 1950-51, the United States became an attractive market 
for dairy products from other countries. In the first quarter of 1951 imports 
were the equivalent of nearly 200 million pounds of milk. There was some de- 
cline in the spring as United States production increased seasonally. Apparently 
stemming from deliberations leading up to passage of section 104 (of Defense 
Production Act) in August 1951, increased quantities of dairy products, mainly 
cheese and dry whole milk, were started toward the United States, and were 
allowed entry during August under the terms of Defense Food Order 3, issued 
August 9, 1951. From September through December 1951, imports were larger 
than in the spring and summer but probably would have been considerably larger 
still if not limited by Food Order 8. In 1952 imports of foreign varieties of 
cheese increased somewhat. Rising considerably were imports of dry whole 
milk, malted milk, and dried buttermilk as a number of foreign countries shifted 
use of their milk to these products away from cheese imports which were limited 
by the United States. In every month of 1952 except three, the milk equivalent 
of imports of all dairy products by the United States exceeded that of a year 
earlier. In the last 4 months of 1952 the equivalent of 350 million pounds came 
in, over twice that of a year earlier. With this level of imports and an increas- 
ing rate of price-support purchases by the United States Government, the Secre- 
tary of Agriculture found it necessary to regulate also imports of dry whole milk, 
dry buttermilk, and dry cream.” 
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In spite of all the objections to section 104, on a milk equivalent basis, imports 
of dairy products in 1952 were the highest since 1937. In only 3 years since 1929 
have dairy imports on a milk equivalent basis been higher than in 1952.” 


SUBSTITUTABILITY OF DAIRY PRODUCTS REQUIRES COMPREHENSIVE CONTROLS 


All dairy products flow from a common milk supply. If a particular dairy 
product, whether it consists of milk fat, solids not fat, or both, is displaced by 
an imported product, domestic use for milk is lost and the price support cost 
may be increased. 

Under section 104 imports of butter and nonfat dry milk were banned by the 
first action of the Department of Agriculture on August 9, 1951. This action 
did not ban the importation of dry whole milk, dried buttermilk, dried cream, 
and cream mixtures. What was the result? Exporting countries shifted their 
efforts to the processing of these products and their exportation to the United 
States. 

Sweden from 1950 to 1952 increased its exports to us as follows: 





[Pounds] 
1950 1952 
Dried whole milk steiicdbbodinde biuleihlnaeieakeuneeiae | Nothing 9, 400. 000 
Malted milk and compounds. ae hl ntieg hese den | 5, 200, 900 
Ba. tenia ciinddiendeenndineenraseiananneet icitnegseeerndanmanl Senate a 11, 900 


Both the Netherlands and New Zealand expanded their exports to us of dry 
whole milk from nothing in 1950 to more than 10 million pounds in 1952. During 
the same period Canada increased its exports to us of dried butermilk by 22 
times. 

These large increases in importation of unregulated products point up the 
necessity for a very comprehensive control program. 

Mr. Exsernarter. I would like to interrupt to ask one question. 

Mr. Hoitman. I will be glad to answer any questions I can at any 
time. 

Mr. Exsernarter. Mr. Holman, I saw figures the other day that pur- 
ported to show that 45 percent of the pr oduction of dried milk in the 
United States was exported, is that correct ? 

Mr. Hotman. You probably saw some figures of exportation in 
1951. At that time practically all of those exportations were subsi- 
dized by the Commodity Credit Corporation. 

Mr. Exsernarter. But we did export 45 percent of our dried milk 
manufacture ? 

Mr. Hotman. No, and exported was not a normal trade exportation. 
That was give away exportation. If you will excuse me just a minute, 
let me check this table here. 

The total exportation of dried milk in 1949 was 295 million pounds; 
1950, 292 million pounds; 1951, 175 million pounds, and most of that 
exportation was the result of gifts by the United States. In 1951, 
we produced 833 million pounds of dried milk. Our exports repre- 
sented only 21 percent. 

Mr. Enernarter. Nevertheless, the dairy industry was paid for that 
exportation. 

Mr. Horiman. The dairy farmer was paid the support prices by 
Commodity Credit. 

Mr. Esernarter. You do not dispute that figure, do you? 

Mr. Homan. Here is your production, Mr. Congressman. 


1” BAE, Dairy Statistics, June 1951, table 82, and Dairy Situation, April 1953, table 8. 
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Mr. Eseruarter. Let us not go into side issues. You do not dispute 
those figures of 45 percent of production of whole dried milk in the 
United States was exported. You do not dispute those figures, do you ? 

Mr. Hoitman. I would have to check those to be sure about it, sir. 
For whole dry milk only your statement is ap ecumatats correct. 
But whole dry milk takes only about 1 percent of total United States 
milk production. 

Mr. Curtis of Nebraska. Regardless of what the exact percentage 
might be, it did not reflect a normal trade in any sense. 

Mr. Horman. That is correct, Mr. Curtis. 

Mr. Curtis of Nebraska. And neither does it truly reflect the eco- 
nomic situation in which the entire dairy industry must find itself. 

Mr. Hoitman. That isright. Normally we export a little and we im- 
porta little. Most of our exports go in normal years to South America, 
Caribbean and Pacific coast points. We naturally ship very little i 
normal trade to Western Europe. 

Mr. Jenkins. Very well. You may proceed. 

Mr. Hotman (reading) : 


It is very doubtful if the importation of any dairy product competitive with 
those produced in the United States can be justified as long as either the United 
States Government is having to make purchases of any dairy product under a 
price support program, or the prices received by farmers for milk used in 
manufactured dairy products are below parity. 


WHAT AR THE OPPOSING ARGUMENTS ON DAIRY IMPORT CONTROLS? 


The question of import controls on dairy products resolves itself into conflicting 
philosophies advanced by separate groups. The views of the group opposing such 
controls was reflected in a report recently made by the Publie Advisory Board for 
Mutual Security set up by former President Truman. This report was issued on 
February 24, 1953, and entitled, “A Trade and Tariff Policy in the National 
Interest.” 

Here are the principal arguments of the report and our answers: 

I. The report states that from 1946 to 1952, in its total international trade, 
the United States was forced to wipe out a $34 billion deficit, incurred by the 
rest of the world, through extending $30 billion in aid and receiving $4 billion 
in gold and dollar reserves from foreign countries. World trade should be main- 
tained at a high level, and to do this the restoration of balance in dollar pay- 
ments is necessary by action of both the United States and other countries; 
and such action would necessitate reductions in trade barriers, 

The deficit in dollar era of foreign countries is a matter of major con- 
cern to the United State But a removal of all trade barriers would not neces- 
sarily mean that our exports would continue at the high levels of recent years 
with no deficit in dollar payments. In faet, the report estimates that the adop- 
tion of all methods recommended would lead to an immediate increase in our 
imports of only about 0.7 of a billion dollars annually. and a longer run increase 
of $1 billion. This is hardly enough to wipe out an annual $5 billion deficit. To 
bring about a payments balance a greater adjustment would have to be made 
in our exports 

United States exports of merchandise since 1946 have averaged about twice the 
annual volume of prewar and about 4 times the prewar annual value. Imports 
of merchandise in the past 5 years have been about 3 times the prewar annual 
value 

From 1949 throngh 1951, United States exports were valued at $52.2 billion, 
but $14.7 billion, or almost 30 percent, were paid for by United States Govern 
ment aid. Many products, such as foodstuffs and particularly dairy products, 
were exported to countries which under normal circumstances do not import 
these products from us. For example, during 1948-51 we uncustomarily exported 
dairy products valued at approximately $653 million on which we took losses 
of from 6 to 91 percent We havee xporte d to them in recent vears only because a 
considerable part of the exports were gifts. It therefore appears that deficits in 
balance of payments have been largely the result of unrealistic exports 
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On the other hand, our ratio of imports to our national production has been 
steadily rising since the first postwar years. Recently, this ratio has reached 
the ratio achieved during the 1929-38 10-year period. 

II. The report of the Public Advisory Board for Mutual Security advocates 
that we increase our imports of wool, sugar, butter, cheese and certain fruits 
and nuts for the benefit of domestic consumers and give dollars to foreign cout 
tries to buy our agricultural exports 

The report does not point out the vast difference in the proportion of these 
separate commodities which we consume that historically have been represented 
by imports. 

Both before and since the war, more than 70 percent of our sugar consumption 
ias come from imports Before the war, we imported about 20 percent of our 
wool consumed. During the past 2 years, our wool imports have been almost 
three-fourths as large as our total consumption 

On the other hand, we have always been about self-sufficient in dairy products, 
with our imports consistently being less than 1 percent of our production. Even 
so, the percentage that our dairy imports represents of total United States 
milk production is higher than the percentage that dutiable manufactured 
mports are of the value of American manufactured products 

Is there any reason why a commodity whose production and consumption is 
within 2 or 8 percent of being on balance giving way to imports to earn dollars 
which may or may not be used to facilitate exports of other agricultural com 
modities whose production is now being heavily subsidized? 

Iit. The Board’s report states that dairy farmers oppose increased imports 
of butter and cheese because both fluid milk and manufacturing milk prices 
would suffer 

The report is correct in stating that dairy farmers oppose increased dairy 
imports because both fluid milk and manufacturing milk prices would suffer 
gutter can be landed in the United States at 25 percent below support prices 
If this were done in any quantity, other dairy product prices would fall with 
butter, and the net effect coupled with loss of domestic butter production might 
amount to as much as $1 to $1.5 billion in income. This would be in comparison 
with the report’s estimated increase of all imports, resulting from all measures 
recommended, of only $0.7 to $1 billion 

IV. The specific suggestion is made that the present embargo on butter imports 
should be removed, at least to permit entry of the 60 million pounds subject only 
to a 7-cent tariff. 

Currently we are producing more than enough dairy products. Shall we add 
to our large support purchased stocks by following the Board's recommenda 
tion and import at least 60 million pounds of butter? 

Never, in any year of record from 1920 through 1952, under Democratic or 
Republican administrations, have we imported more than 37.5 million pounds 
of butter In only 4 years of that period have our imports reached 20 million 
pounds (table 4) 

Now that our per capita consumption of butter has been reduced to one-half 
hy products which sell at only one-half of the cost of imported butter, and now 
that we have a huge stock of Government-owned butter, is it the time to import 
twice as much as we ever imported in 33 years of record? 

V. The Board argues that cheese import controls are still too restrictive and 
nullify tariff concessions granted in trade agreements; that restrictions on 
cheese imports mainly protect processors of specialty cheeses; and that removal 
of import controls on cheese could be expected to stimulate cheese consumption 

Restrictions on most of the specialty cheeses have been lifted. Allowances 
on others appear to be very liberal in view of historical shipments 

The report fails to point out that by Executive order of the President, an escape 
clause must be incorporated in all new trade agreements. This provides that 
under specified conditions a tariff concession may be withdrawn or modified if 
the concession has resulted in or threatened serious injury to the domestic 
industry concerned 


REMEDIES 
If increased imports are needed to give other countries dollars, would it not 
be better to encourage the importation of many manufactured items which we 


can use, then to add to surpluses for which we are hard put to find a means of 


disposal? 


P. 29 of report under discussion 
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CHART 1 -- U.S. IMPORTS OF DAIRY PRODUCTS ~- MILK EQUIVALENT 
1937-1952 =-— Million Pounds 
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Year 
SOURCE: Dairy Statistics, 1951, Table 62 and Dairy Situation, B.A.E., U.S.D.A. 


A large percentage of tariff rates on manufactured articles imported into the 
United States are higher than on dairy products. The ad valorem rate on most 
dairy products is now only 10 to 20 percent. Of all the tariff schedules, only 
Tariff Schedule 14, dealing with papers and books, are there no duties of 25 
percent or more. 

The effective rate on some chemicals is 100 percent or more. Earthenware, 
china and glassware have rates up to 45, 50, and 70 percent. Certain types of 
cutlery have rates up to 100 percent. Bamboo furniture, window blinds, and 
chair seats have rates of 50 percent. 1951 rates on cigarettes equalled 39 percent, 
and on whisky, 26 percent. Cotton manufactures have rates up to 50 percent. 
Wool fabrics up to 45 and 55 percent and slik fabrics up to 65 percent. Felt 
hats and jewelry have rates up to 55 percent. 
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From 1947 through 1951, our imports of manufactured products represented 
only about 18 percent of the value of all our imports, as against about 30 percent 
for foodstuffs. Surely, if dollars are needed to encourage our exports, there is 
a wide field of nonagricultural products whose import restrictions afford a more 
fruitful field of study than dairy products. 


IMPORT CONTROLS ON DAIRY PRODUCTS 


Import controls on fats and oils were applied during World War II under the 
general allocation power contained in title LIT of the Second War Powers Act, 
1942. Fats and oils were then in world short supply, and controls were used 
to channel overseas supplies to friendly countries where they were badly needed. 
Included in the controls were restrictions on imports of butter into the United 
States. 

After the war, controls were continued for the same purpose during the recovery 
period and until world supplies of fats and oils had returned to normal. As 
world supplies improved domestic production began to exceed demand, and in 
1949 and 1950 substantial purchases of butter and cheese were made by Com- 
modity Credit Corporation under the price-support program. Import controls on 
butter were applied during this period to assist in the orderly liquidation of 
the surplus stocks owned by the Government. 

When war broke out in Korea the surplus butter was disposed of by Commodity 
Credit Corporation. 

In 1951 it became apparent that the Department of Agriculture would not ask 
for a further continuation of title III of the Second War Powers Act, and that 
it intended to abandon all import controls on butter. Controls on other products 
such as rise and linseed oil were shifted to section 101 of the Defense Production 
Act but no effort was made to control butter imports under that section. Neither 
was any action taken to provide controls under section 22 of the Agricultural 
Adjustment Act. 

In spite of its maladministration section 104, and only section 104, has averted 
a major disaster under the price-support program for dairy products. 

It is both the privilege and the responsibility of Congress to regulate inter- 
national trade. This responsibility was placed on the shoulders of Congress 
many years ago by the Constitution, because Congress is responsive to the people 
and less likely to be led atield by the glitter of foreign policies. The framers of 
our Constitution would not entrust this power to the executive branch of the 
Government. That provision of the Constitution has never been changed by the 
people of this country. 

Dairy farmers do not ask for high prices. They ask only that the prices they 
receive be fair in relation to the prices they pay. 

We have learned through said experience that when the farmers purchasing 
power is destroyed other segments of the economy will suffer also. Yet there 
seems to be an increasing number who would have us go back over the same 
road we traveled in 1929 to learn again the bitter lessons of the depression years. 
When the prices farmers receive are no longer maintained at a fair parity with 
the prices farmers pay, the first step downward into the next depression will have 
been taken. 

Section 22 has been tried and has been found wanting in many cases. The 
present condition is much too serious to rely entirely on section 22 controls. 
Extensive amendments of section 22 are needed to make it as effective as section 
104 has been. 

The controls applied under section 104, on the other hand, have given material 
protection, although all the evidence points to the fact that imports permitted 
have been too generous in view of our domestic situation. 

By 1949, most foreign countries that are important exporters of dairy products 
had restored their milk production to prewar levels. In 1949 our imports of dairy 
products were 311 million pounds milk equivalent. In late September 1949 
most of these foreign dairy exporting countries devalued their currencies 80.5 
percent. As a result, in terms of milk equivalent, our imports went to 548 
million pounds in 1950, and to 559 million pounds in 1951. In August 1951, 
section 104 was invoked on a partial basis. And in 1952 with section 104 still 
in effect for only a partial list of dairy products, and on a very generous basis 
for others, our dairy imports rose to 780 million pounds. This was the highest 
level of imports in 16 years (chart 1). 
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When dairy products in the United States are in surplus to the point of requir- 
ng support purchases, could anyone justify a request that imports exceed the 
quantities which were imported just prior to foreign-currency devaluation? 
Certainly under price-support-purchase conditions some countervailing action 


Is hee ded 


We urge you most strongly to provide for a continuation of section 104 in 
any bill you report to extend the Trade Agreements Act. 

Section 104 is primarily an emergency measure designed among other things 
to prevent excessive imports from impairing our domestic source of supply 
of milk and dairy products during the present unsettled conditions in world 


affairs It should be continued as long as the threat of war requires the building 
up of armaments and the maintenance of Armed Forces above peacetime levels. 

In the meantime section 22 and other measures to control imports at safe 
levels should be revised and strengthened to provide permanent authority for 
controls. 

It has been argued at great length that section 22 is equally as effective as 
section 104 to control imports of dairy products. That has not been true in the 
past and it remains to be seen whether it will be true in the future. A safe 
way to test this without risking disaster would be to continue section 104 in 
effect as a safety measure that we could fall back on and then shift the actual 
controls to section 22 

In any event, if Congress should decide to hold foreign-trade legislation in 
status quo for another year pending a thorough study of the whole problem, then 
section 104 should also be continued in its present form because it is an integral 
and vital part of the solution to the overall problem. 





APPENDIX A 


IMPORT RESTRICTIONS OF SPECIFIED DAIRY EXPORTING AND IMPORTING COUNTRIES * 
AUSTRALIA 


Nature of restrictive system: Restrictions are exercised through licenses 
required for imports from all countries and through licenses required for non- 
trade payments: exchange is granted for imports and nontrade payments au- 
thorized by these licenses. Foreign exchange from exports must be surrendered. 
Exchange receipts from invisibles and capital in United States dollars, or 
Canadian dollars in banknotes or check form, must be surrendered. Practically 
all exports require licenses 

(Imports not restricted from soft currency countries, but are restricted from 
dollar countries to those which are essential and unobtainable from sterling 
areas.) ? 

DENMARK 


Nature of restrictive system: Restrictions are exercised throngh licenses 
required for imports and throngh licenses required for nontrade payments; 
exchange is granted for imports and nontrade payments authorized by these 
licenses. Restrictions are also exercised through advance deposit requirements 
attached to certain imports. Foreign exchange must be surrendered. Certain 
exports require licenses. 

(Dairy products imported under license, except cheese from European 
countries. ) ? 

FRANCE 


Nature of restrictive system: Restrictions are exercised through licenses 
required for some imports from certain countries and for most imports from 
all other countries, and through licenses required for nontrade payments; 
exchange is granted for imports and nontrade payments authorized by these 
licenses. Foreign exchange derived from exports and invisibles in currencies 
quoted in the official markets, with certain exceptions, -must be sold in those 
markets. Some exports require licenses. 

(Import licenses are required for foreign dairy produce. Imports are normally 
stored upon entering country and released by order of Ministry of Agriculture, 
Price of imported butter and some cheeses are fixed on a basis of similar French 


1Third Annual Report—Exchange Restrictions. International Monetary Fund, 1952. 
Foreign Agriculture Service, U. S. Department of Agriculture 
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produce and importers are obliged to pay the difference between the fixed and 
cost price). 


ITALY 


Nature of restrictive system: Restrictions are exercised through licenses re 
quired for a few imports from certain countries and for most imports from all 
other countries, and through licenses required for nontrade payments; exchange 
is granted for imports and nontrade payments authorized by these licenses 
Foreign exchange in United States and Canadian dollars must be 50 percent sur 
rendered ; the remaining 50 percent must be used by holders for authorized pay 
ments or sold on the free market. Foreign exchange in other currencies must 
be entirely surrendered. Many exports require licenses. 

(Impots from Europe are not subject to licenses but are subject to duties 
Imports from other countries subject to both.)’ 


NETHERLANDS 


Nature of restrictive system: Restrictions are exercised through licenses re 
quired for most imports and through licenses required for nontrade payments ; 
exchange is granted for imports and nontrade payments authorized by these 
licenses. Foreign exchange, with certain exceptions, must be surrendered. Ex 
ports require licenses, 

(Imports are subject to import licenses except from Belgium and Luxembourg 
Same for duties)’ 

NORWAY 


Nature of restrictive system: Restrictions are exercised through licenses re 
quired for some imports from certain countries and for most imports from all 
other countries ,and though licenses required for nontrade payments to certain 
countries; exchange is granted for imports and nontrade payments authorized 
by these licenses. Foreign exchange must be surrendered. Exports require 
licenses 


SWEDEN 


Nature of restrictive system: Restrictions are exercised through import pro 
hibitions, licenses being required for some imports from certain countries and 
most imports from all other countries, and through licenses required for nou 
trade payments; exchange is granted for imports and nontrade payments author 
ized by these licenses. Foreign exchange from certain countries or in certain 
currencies must be surrendered. Other exchange receipts must be transferred 
to Sweden. Certain exports require licenses. 

(Domestic market is isolated from foreign market by quantitative restrictior 

import licenses) and tariff duties.)? 


UNITED KINGDOM 


Nature of restrictive system: Restrictions are exercised through licenses re 
quired for almost all imports from certain countries and for some impo om 
other countries, and through licenses required for nontrade payments to outside 


the sterling area; exchange is granted for imports and nontrade pay1 
authorized by these licenses. Foreign exchange in certain currencies must b« 
surrendered. Certain exports require licenses 

(There is complete government control of imports of dairy produce except 


unrationed cheese. Long-term government-to-government contracts with Au 
tralia, New Zealand, and Denmark at fairly low prices. Purchases on the op 
market are restricted in line with balance of payments position. This considers 


toin is particularly restrictive to imports from dollar source.) 


ARGENTINA 


Nature of restrictive system: Restrictions ar exercised through licenses re 
quired for all imports, individual import quotas for some goods, licenses for non 
trade payments, and through a multiple currency practice resulting from the c 
of a basic, a preferential, and a free market rate. Exchange proceeds of eX 
ports must be surrendered. A multiple currency practice results on the ving 
side from the use of three buying rates, including a free market rate Sole 
exports are controlled, taking into account the requirement of » inter: 
market. 


2? Foreign Agriculture Service, U. 8S. Department of Agriculture 
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FEDERAL REPUBLIC OF GERMANY 


Nature of restrictive system: Restrictions are exercised through import pro- 
hibitions and licenses required for most imports, and through licenses required 
for nontrade payments; exchange is granted for imports and nontrade pay- 
ments authorized by these licenses. Foreign exchange, with certain exceptions, 
must be surrendered. Certain exports require licenses. 

(German imports of most dairy products must conform with quotas fixed by 
trade agreements, in accordance with the market situation and requirements, )? 


NEW ZEALAND 


Nature of restrictive system: Restrictions are exercised through licenses re- 
quired for almost all imports from certain countries and for some imports from 
all other countries, and through licenses required for nontrade payments; ex- 
change is granted for imports and nontrade payments authorized by these li- 
censes. Foreign exchange derived from exports must be surrendered. Foreign 
exchange, other than sterling area currencies, derived from invisibles and capital 
must be surrendered or declared to the exchange control authorities. Practically 
all exports require licenses. 

(Imports not restricted from soft currency countries, but are restricted from 
dollar countries to those which are essential and unobtainable from sterling 
areas.)* 

SWITZERLAND 


Exchange payments.—Imports: Imports from countries with which Switzer- 
land has payments or clearing agreements and certain imports from EPU coun- 
tries and their associated territories * require import licenses. Exchange is auto- 
matically granted at fixed or agreed rates for authorized imports from those 
countries but payment must be effected through an appropriate account. Pay- 
ments for imports from countries with which Switzerland has no payments agree- 
ment can be freely effected. 

(Imports and exports are regulated to assure the best possible guaranty of 
price of milk.) * 

CANADA 

(No quantitative restrictions since August 1, 1951; Agriculture Board has been 

sole importer of butter.) * 
CURRENCY DEVALUATION ‘* 
In September 1949, Denmark, the Netherlands, Norway, Sweden, the United 


Kingdom, Australia and New Zealand, all devalued their currency in terms of 
United States money approximately 30.5 percent. 





APPENDIX B 


ACTIONS TAKEN BY THE UNITED STATES DEPARTMENT OF AGRICULTURE UNDER 
SECTION 104 OF THE DEFENSE PRODUCTION ACT 


Actions taken August 9, 1951 

1. Prohibited commercial imports of butter, butter oil, and nonfat dry milk 
solids. 

2. Placed imports of cheese under quota restrictions at average annual rate 
that prevailed 1948-50. 

3. Placed imports of casein under quota restrictions at annual rate that 
prevailed year ended June 30, 1951. 


Actions taken July 8, 1952 


1. Continued prohibition of commercial imports of butter, butter oil, and non- 
fat dry milk solids. 

2. Decontrolled imports of Swiss cheese, processed Gruyere cheese, and Roque- 
fort cheese. In addition, imports of miscellaneous cheeses, other than those 





2 Foreign Agriculture Service, U. S. Department of Agriculture. 

® These countries are listed as follows: Austria, Belgium, Denmark, France, Greece, 
Italy, Luxembourg, Netherlands, Norway, Portugal, Sweden, Trieste, Turkey, Western Ger- 
many, their overseas territories, and all territories of the sterling area. 

4Schedule of par values—International Monetary Fund, March 1, 1952, and unpublished 
information. 











TRADE AGREEMENTS EXTENSION ACT OF 1953 321 


processed from cheddar, blue-mold, or Edam and Gouda cheeses, were 
decontrolled. 
3. Imports of other types of cheese were restricted on an annual-rate basis 
as follows: 
Million pounds 
(a) Cheddar 


Ie a a le ae at aes a ana a a 8.5 
(a) Blue-mold eres ‘ ‘oan ' ia 8.5 
Cie EN: WRI icnctenccicecedinctnenntanineastectintntpmienincndintiiiamnaentn tapas 20. 0 
a I li ceca atime gitnini aca eapiainienananaaentiatients 3.0 


4. Imports of casein were restricted at an annual level of 40 million pounds. 

5. Imports of malted-milk compounds or substitutes for milk or cream were 
restricted in order to prevent imports of high butterfat products having the 
same uses as butter. 


Actions taken on September 28, 1952 


1. Import restrictions were terminated on Pecorino cheese and other Italian 
cheeses suitable for grating and made from sheep’s milk. 

2. Import restrictions were terminated on Stilton cheese, a high-priced 
variety of blue-mold cheese. 

3. The annual quota for Italian varieties of cheese remaining under control 
(Romano, Reggiano, Parmesano, Provoloni, Provolette, and Sbrinz) was estab- 
lished at 8 million pounds. 

4. The annual quota for Edam and Gouda cheese was increased from 
million pounds to 4 million pounds. 

5. The entire 15-percent additional imports permitted by law in the interests 
of international trade and relations was authorized for cheeses remaining under 
control and for casein. 


2 
vo 


Actions taken on December 30, 1952 


1. Imports of dried whole milk, dried buttermilk, and dried cream were re- 
stricted and quotas for the period ending March 31, 1953, were set as follows: 


Pounds 
(a) Dried whole milk _....... 6, 500, 000 
(6) Dried buttermilk___- 2, 150, 000 


ee IPE INI aka ns he hci ce eo cnt nce chilean sat 35, 000 
9 


2. Import restrictions on casein were terminated. 
3. Import restrictions on cheeses processed from Edam or Gouda cheese were 
terminated. 


4. The basic annual quota for blue-mold cheese was increased to 3,500,000 
pounds, 


Action taken on April 1, 1953 


1. Placed an embargo on imports of dried whole milk, dried buttermilk, and 
dried cream. 


TasLe A.—United Kingdom current contract prices for butter and cheese, 1952-58 


In United 


Commodity and Period covered Grade States Quantity 


country currency | 
Butter: | 
Australia July 1, 1952-June 30, 1953 Choicest. .. $0. 3925 | Total exportable surplus, 
minus approximately 30 mil- 
lion pounds of both butter 
and cheese in butter equiva- 
lent for sale to other markets 
New Zealand Aug. 1, 1952-July 31, 1953 Finest_.... 0.3925 | Not less than 87% percent of 
her exportable surplus 
Denmark. - - Oct. 1 1952-Sept. 30, 1953 Not speci- 0.4219 | United Kingdom to get 75 per- 
fied cent of Denmark’s export- 
able surplus 
Cheese 
Australia July 1, 1952-June 30, 1953 Choicest 0. 2200 See butter 
and first. 
New Zealand Aug. 1, 1952-July 31, 1953 First_- 0. 2200 | Not less than 90 percent of her 


exportable surplus. 





Source: Foreign Agricultural Service, USDA, 
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prices at specificd markets 

















BUTTER 
illet ( monwealth Other sources 
‘ © 
Price 
Price 
United 
1) te Sterling United Date Ss ite 
19. equivalen States cen 
per hun cent per 
dredweight per pound 
112 pounds | pound 
‘5 d 
Ja 291 4 36. 40 
ret f 291 4 36. 40 ° 
Ma f 291 4 36, 40 
Apr 3 291 4 36. 40 
Jan 7 403 4 ‘0. 40 
Ket 4 403 4 50. 40 
F< 2 $03 4 AQ. 40 
Apr 1 140 8 55. 05 
Jar l 352 0 44.) . 
Ja 29 $62 6 15 
Feb. 2¢ 362 6 45 
Mar. 26 562 f 45. 29 
1952— December 58.3 
1953—January 60. 2 
Feb. 1 54.2 
Feb. 20 49, 2 
Mar. 1 48. ] 
Ja 1 782 9 97.81 
“ne 29 767 3 r 
eb. 2¢ 746 6 
Mar. 26 36 l 
D 17 6] 7 
| 2s s 
Ke 9 ) 63. 68 
M 4% j 62. 
! f ( 67.0 
4 ; 0 67.12 
Ket $ 67.12 
Moar : ) 66. RS 
D 13 #0 64.19 | 
24 2 64. 02 
Feb. 21 12 4! 64.02 
M 2} 6 | 63. 2¢ 
Dee. 31 701 ) 87 
J 2 i 85. 69 
| 2% 68 85. (1) 
lar. 2 6 2| 82.64 
M $34 2 41. 7¢ 
AT 4 2 tl. af 
CHEESI 
I f 2K 03 
4 ‘ re 4) 
28. 7¢ 
} 9 2 » 76 
} 9 9 2 8. TF 
Al 230 2x. 7¢ 
1) 9 20% ( 7. 2 
( UF ( 37. (On 
! ”) 20¢ ( 7.00 
T 2 2st 
) 24 218 é 2/. 26 
Z 2 vt yt 
2 204 25, 5 Fel ) - 
\ r. 20 1X4 v 23. OF 
2 19 24 
j 2 190 f 7a 
*) 19 ( 
M 9 169 ( 21. Le 
) ) j . 10. 80 
2 254 l $1.76 
) ‘ 0 41 
Mar. 21 | 242 ). 32 
Moar a f 
A 2 + 20. ¢ 
yuuree: Foreign Agricultural service, USDA 





TRADE AGREEMENTS EXTENSION ACT OF 1953 323 


TasLe 2.—Dairy products—Production in principal producing and exporting 
countries, 1934-88 average, 1947-52 




















{Ir isand is} 
Product country ety M 1948 1949 I N52 
Butter 
Canada 0), 824 87, 472 279, 80: 2 4 257, fil 28 
United Stat l $20, O78 1, 210, 04 4 ( 24 2 } 
Belgium 4.9 66, OOM ( 2M ' 4,74 
Denmark 100, 660 276, 637 267, 199 $43, 697 4, 623 370, 593 1 
Ireland 89, 400 57, 968 63, 90 76, 720 82, 672 72, 838 ~ 
France 4 0 OOO 187, 19 200, 994 2 ’ $46), OO 5 584, OOK 
Germany, Wester 560, 000 2) 39%) 571 607. 808 " 
Netherland 201, 000 115, 642 155, 82 184, 878 205, 49 184, 274 
Norway ( 7, 558 19, 574 23, H60 47 24, 64 ; 
Sweden ) 1) 10) I } 2 2 239, 35 234, 322 2 
Switzerland 4 57, 760 32, 628 1), 84 5, OM 42, 549 l } 
United Kingdon 44, 2) 15,412 18, 772 9 2 601 12. 634 | ) 
Argentina 65. 742 112, 700 76, 000 86, 000 99, 769 04, 884 102 
Union of South Africa 8 27, 725 7, 642 48, 591 4H, Abt SY, 71 65, 867 
Australia 415, 250 40, 67 354, B32 i, ( 8, SS2 1.33 é 
New Zealand 366, 912 41,109 341, 646 43, 973 72, 518 409, 752 435 
Cheese 
Canada 19, 924 ‘ (2 v1 17, 654 R5, 2 f 
United States 643, 234 l 1, 094, 42. 1, 200, 011 1, 192 7 |1, 162. 082 1, 194 
Denmark 5S 820 12. é 14 ' oe’ ) 170, t Ss ; 
France 5 584, 000 32. ~ 9Y, O39 2 617 
Italy §23, 5 441. 000 485. 000 124. 69. 5613 
Netherlands 200, O00 213, 478 2s ON 235, 511 265, 257 275,3 
Norway ) i 24, 259 0, Su } ) 6,17 63, 929 t 4 
Sweden 76, O59 If 113, 9 144,4 1), Of ; 
Switzerland 720 86, 200 101, 934 100, 88 124,119 112, 65 rs. 458 
United Kingdor 109. 000 ye S I § I ( 
Argentil 67,873 194, 48 §17 1 5 218. (K 2 092 IRs. 21 24 
Union of th Africa 0,19 } 18 S 7, 09 ( 21. ORS 
Australia 48, 400 Hi, € 43, 4 ( 2 03, 689 4 412 9, 4 
New Zealand 210, 911 205, OY 1, s 2 7 238, 469 228, 414 22 
Canned milk 
Canada 104, 3 2AY, 318 296, 34 HY, 4s 287, 798 $27, 844 t 
| it i Sta 2 469 ; 4 4575. 72¢ 4 13 } bt A ’ RAO) 6S. 914 G4 » " 
Cuba 32 e4 31, 362 29 1, OS2 19, 728 4 
Denmark 40, 785 3k, 7 § S15 44, 99) 8 
rance 428 OF 45, OSE 53, 4 4, 708 
therlar 309, 952 79 ] 60, 894 ) 405, 2 { 
Switzerland 14, 198 15 3 
United Kingdor 378 ) 131, 174 Is 4 240), SOK 297, 74 17¢ 
A tina 159 12, 642 16, 78 
A rali 41, 894 124, 68 , 4. 234 144 ‘ 
New Zealand 11,2 
A : 9 30 
producti« 1948 stimated at 132,276,0 | 1s; 143,299,000 pound 1949 8 
j | 69,476,0 1951; a 158,511,000 
"| ) 
| " 
6A I : ts 
I 1uCctIO r¢ June 
Produc rending Au 
‘ 1 ludes che made f th Ik ¢ ‘ and goat 
Inel ‘ f. cheese 
I chee d lud t ‘ le f nilk vats 
dca ood 
4 t iverage 
4 
¢ inned and dried milk reported at 65,924,000 pound 1947 and 73,346,000 pounds in 1948 
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TABLE 2.—Dairy products—Production in principal producing and exporting 
countries, 1934-38 average, 1947-52—Continued 








Product country —— | wa 1948 =| «(1949 «| «(1950 1951 1952 
| | 

Dried milk: ” | } 
Canada 1 79, 804 75, 069 67, 593 70,179 | 102,071 
United States 851,619 | 1, 059, 203 972, 671 833,482 | 940, 280 
Belgium 8, 059 | 9, 459 17,279 | 21, 848 
Denmark 10, 977 20, 340 | 24, 742 ; 
France | 15, 432 a 
Netherlands | 62,472] 91,134] 75,433 108, 77 
Sweden | 33, 074 | 19, 890 17, 789 27,979 
Switzerland | | as 
United Kingdom 55, ; 77, 505 65,856 | 77, 952 50, 086 
Argentina 17, 637 | 12, 454 | 4 
Australia 18 19 65, 110 |18 19 71, 212 |18 19 98 699 |181992 401 | 57,019 70, 228 
New Zealand (6) (6) enumeaigne | . a 


’ Total dried whole and dried skim milk for human consumption. 
§ Includes infants’ food, health beverages, etc. 
Production of dried whole and dried skim milk was 44,988,000 pounds in 1947; 50,352,000 pounds in 1948; 
67,109,000 pounds in 1949; 61,790,000 pounds in 1950; and preliminary estimate of 57,016,000 pounds in 1951. 
© For 1938 


Source: Data for 1947 from World Output of Dairy Products, Mar. 28, 1949; data for 1948 from World 
Output of Dairy Products, Mar. 27, 1950; data for 1949 from World Output of Dairy Products, Mar. 26, 
1951; data for 1950 from World Production of Dairy Products, Mar. 24, 1952; data for 1951-52 and 1934-38 


average from Foreign Crops and Markets, Apr. 6, 1953; Office of Foreign Agricultural Relations, U.S. 
Department of Agriculture. 
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United States tariff rates on dairy products 
*Marks the rate in effect on the dat pletion of t report 
Rate 
t \ ! Ww Mar 
< W x 
sf 709 4 
iA O48 (I D 1802 Dp 9 
oO f 0 0 wound i I 13 ° 
O bu r rt subje to the 7-cent rate of duty 4 "14 t "i 
f ‘ iu { it 
ae ff. 1 19 4 
2 1 ( | ( ¢ 
0 709 eral rate | 11.2 
(? } M48 > x19 par 0 
iban butter red enera ind 
u the i ° 
( t er ¢ ed whe ( 1 x 1.2 
a und ° ‘ 
i l \ l 
{ ju oO l lu e. in 
\ the pre l Cub 
I Jan, 1, 1948 u eral i r 
imy iin the period »>M 
GAT t 1948 (T. D 8 D 9 4 cent 
Anne I ® 1950 (T. D 9 
‘ ! i tT 1 1 . 
d in eithe 1 XCPSS O iillion pounds 4 °14 « 
rodu Cut 
> Ja 1, 1948, use tt ile r Cuban bi f givel bo ) 
r i the Te v M 1 
4 1v48 (TT. D IS1LY ) 9 
ban l itered wh 1 1.2 ce 3p pou 
t use tl € l ¢ ° t “ l 
Cub but ente i when the rate x l : 
I per pound *11.2 cents pe. pou 
termiik 
ric 
ariff pa S (sk I s wder 1.5 cents per ft 
130 tariff pa s (b ; ts } 
Canada A. Jan. 1, 1939 8 (b 67] ce 
I : is (T. D ‘ I 8 (I *| € 1M 
Othe 
22 tar 4 i ct I 
) tar ’ r iy oy ent 
Canada A., Ja 39 | i 2 ent 
( rT, Jas 1948 (T. D. 51802) (par. 707 *1.5 ce per gal 
S or lacter xtures in chic , 
‘ t the odu ( ba eneral r é 
t T { in or lacterir 2.5 pe 
Minimum ad v 
percent 
22 ta 459 (ruixture 1 i val f casein 2 
' 4 
na T. A., Nov. 1 M1, 1 ruay T. A. Jan 43 (par *2.75 
if the product of Cuba 
Prior t 1, 1948 the rates on the Cuban produ , 20 per t le 
than the preceding ¢ ral rat 
I uv 1948 (T. D. 51819—Recital 9 ar. 19 s¢ ‘ ‘ 
M 
Cents per 
' 1 7 
h a 
eS 
Blue mold riginal loave 
France T. A., June 15, 193 par. 710 , 
GATT Jar 1948 (T. D, 51802) (par. 710 
Annecy, May 2s, 1950 (T. D. 52476) (par. 710 *3 
Blue mold not in original loaves: Torquay April 1951 
Bryndza in cask irrels, or hogsheads, weighing with contents over 200 
pounds eact 
Ozechoslovakia T. A., Apr. 16, 1938<par. 710) : 
Crechosiovakia T.A., terminated Apr. 22, 1939. 1930 rate restored 
GATT, Apr. 21. 1948 (T. D. 51898 par. 710 ° ° 


Bryndza, other 


See footnotes on p 


830. 
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United States tariff rates on dairy products '—Continued 


Cheese—Continued 
Cheddar 
Not processed except by division into pieces:"' 
Canada T. A. Jan. 1, 1936 2 (par. 710—Cheddar in original loaves) 
Canada T. A. Jan. 1, 1939 2 (par. 710—Cheddar whether or not in 
original | — not pres otherwise than by division into pieces) - 
GATT Jan. 1, 1948 (T. D. 51802) (par. 710) : ; 
Canada, T eae June ‘ 1951 (par. 710). — 
Other cheddar (processed otherwise than by division into pieces): Tor- 
quay Aug. 2, 1951 i scat las 2 
Edam and Gouda 
Containing 49 percent or more of butterfat: 
Netherlands T. A. Feb. 1, 1936 2 (par. 710—Edam and Gouda cheese) 
GATT Jan. 1, 1948 (T. D. 51802) (par. 710) 
Belgium, Netherlands and Luxembourg, pmsl June 6, 1951 (par. 
710) e 2 
If the product of Cuba: Torquay June 6, 1951. 
Containing under 40 percent of butterfat: 
Not from Cuba (general rates) : 
For rates prior to Jan. 1, 1948 use the rates above prior to Jan. 1 
1948 
GATT Jan. 1, 1948 (T. SUE) (pets VED a asa <2as ctawwdscnwens 
Torquay June 6, 1951 hy 710) 
If the product of Cuba: 
For rates prior to Jan. 1, 1948 use the preceding general rates less 
20 percent. 
GATT Jan. 1, 1948 (T. D. 51819) (par. 710) ............-.......-- 
Gruyere process cheese 
Switzerland T. A. Feb. 15, 1936 (par. 710)... 
Finland T. A. Nov. 2, 1936 22 (par. 710) -. 
Annecy May 25, 1950 (T. D. 52476) (par. 710) 
Italian type cheeses 
Roqguefort: 
In original loaves: 
peemes T. A. Jane 16, 1008 © (per. 716)... ..cocccecassecsonsessesses 
GATT Jan. 1, a 51802) (par. 710) . pasand 
Not in original loaves: Torquay April 1951..................----.---- on 
Sbrinz and Goya: 
In original loaves (not made from sheep’s milk and/or not suitable for 
grating): % Argentina T. A., Nov. 15, 1941 (par. 710)..--- a ee 
If not in original loaves: Torquay, Aug. 2, 1951. ...-. helio 
Swiss or Emmenthaler type with characteristic eye formation: 
1922 tariff par. as (cheese and substitutes) - pancnscaetiieiiae 
1922 tariff sec. 315 (flexible provision), July 8, 1927 (par. 710) -- — . 
1930 tariff par 710 (cheese and substitutes) - . 
Switzerland - A., Feb. 15, 1936 (par. 710)_- 
kee (AY LS 4. Rr 
Annecy, May ‘28, 1950 Cs 2, I I, BED nino c-anncddnheecatiitiagessed 
Cheese made from sheé »p’s milk, in original loaves, and suitable for grating: 
Annecy, May 30, 1950 (T. D. 52476) (par. 710) 
Other cheese 
Annecy, May 19, 1950 (T. D. 52476) (par. 710—other cheese—no cheese 
INI ch ns nls deereta es secede cal heseelshmRla e aetensiaiinels enacts eiaeeniaplionenstneie 
Italy Torquay Aug. 2, 1951 (par. 710—other I cierto ocicecibediniadiankiontl 
Cheese substitutes 
Annecy, May 20, 1950 (T. D. 52476) (par. 710) 
Italy, Torquay, Aug. 2, 1951 (par. 710). ...- 





Cream: 
Fresh or sour: 

1922 tariff par. 707- .-. 

Sec. 315, 1922 tariff, June 13, 1929 (flexible provision) .- 

1930 tariff, par. 707 7 

Canada T. A., Jan. 1, 1936 22 (par. 707): 
On the first 1,500,000 gallons imported in any calendar year 
Imports in excess of this quantity per calendar year-_--_--- 

Canada TA, Jan. 1, 1939 2? (par. 707): 
On the Ist 1,500,000 gallons imported in any calendar year 
Imports in excess of this quantity per calendar year-_..._- 


GATT, Jan. 1, 1948 (T. D. 51802) (par. 707): 
On the Ist 1,500,000 gallons imported in any calendar year. 
Imports in excess of this quantity per calendar year 

Canada. Torquay (par. 707): 

On the Ist 1,500,000 gallons imported in any calendar year 
Imports in excess of this quantity per calendar year 


Dried: 
1922 tariff par. 708 (cream powder) .._-. - 
1930 tariff par. 708 (b) '* 4 
GATT, Jan. 1, 1948 (T. D. 51802) (par. 708 (b)) 


See footnotes on p. 330. 











| 
| 








. Minimum 
ae ad valorem 
F (percent) 

5 | 25 
4 25 
3% 17% 
3 15 

05 | 20 

*5 | 25 
3% 15 
3 | 15 
3 15 
5 25 
5 20 








*4 20 
hy a 20 
5 | 20 
a 20 
(12) (12) 

5 | 25 
3 | "15 
105 20 
05 °25 
10 § 20 
5 | 25 

7) 374% 
7 35 
7 *20 

9 *344) 1744 
95 25 
5 | 20 
5 | 25 
5 20 

Rate 





20 cents per gallon 
30 cents per gallon 
56. 6 cents per gallon 


35 cents per gallon 
56. 6 cents per gallon 


28.3 cents per gallon 
Not over 56.5 cents 
per gallon 


20 cents per gallon 
56.6 cents per gallon 


15 cents per gallon 
56.6 cents per gallon 


7 cents per pound 
1244 cents per pound 
*646 cents per pound 



















































United States tariff rates on dairy products’ 


Cream—Continued 
Compounds or mixtures of, or substitutes for cream: 
1922 tariff par. 708 
1933 tariff par. 708 (c) 


Milk: 
Condensed or evaporated 
In airtight containers unsweetened 
1922 tariff par. 708 0 
1930 tariff par. 708 (a) 
GATT, Jan. 1, 1948 (T. D. 51802) (par. 708 (a)) 
In airtight containers sweetened: 
1922 tariff par. 708 
1930 tariff par. 708 (a)... - : 
GATT, Jan. 1, 1948 (T. D. 51802) (par 708 (a))-_- 
All other condensed or evaporated: 
1922 tariff par. 708 
1930 tariff par. 708 (a) ‘ 
GATT, Jan. 1, 1948 (T. D. 51802) (par. 708 (a)).. 
While milk: 
Fresh or sour: 4 
1922 tariff par. 707 (fresh) - 
1922 tariff par. 707 (sour) _.. 
1922 tariff sec. 315, (flexible provision) June 13, “1929 (fresh) - 
1930 tariff par. 701 7___ 
Canada T. A., Jan. 1, 1939 '? (nar. 707): '7 


On the first 3,000,000 gallons imported in any calendar year___- 


Imports in excess of this quantity per calendar year____...._- 


GATT, Jan. 1, 1948 (T. D. 51802) (par. 707): 
On ‘he first 3,000,000 gallons imported in any calendar year-. 
Imports in excess of this quantity - - Santee 
Dried: 
1922 tariff par. 708 (whole milk powder). 
1930 tariff par. 708 (b)!* 1° : aoe 
GATT, Jan. 1, 1948 (T. D. 51802) (par. 708 (b))18 18 
Skimmed milk: 
Fresh or sour: 4 
1922 tariff par. 707 (fresh). 
1922 tariff par. 707 (sour) 
1930 tariff par. 707 '7_. 
Canada T. A., Jan. 1, 1939 2 (par. 707)! _- 
GATT, Jan. 1, 1948 ( ., D. 51802) (par. 707)!” 
Dried: 
1922 tariff par. 708 (skimmed milk powder) .. 
1930 tariff par. 708 (b) 2 ____- 
GATT, Jan. 1, 1948 (T. D. 51802) (par. 708 ‘(b))20 21 


Buttermilk (listed above). 
Malted milk: 
1922 tariff par. 708 
1930 tariff par. 708 (¢)__. 
Torquay, Canada (par. 708 (e))-- 
Compounds or mixtures of, or substitutes for milk: 
1922 tariff par. 708. __ neeicianten ‘ 
1930 tariff par. 708 (c) 
Torquay, Canada (par. 708 (c)) 





See footnotes on p. 330. 
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—Continued 


Minimum ad valorem 


(percent) 


1 cent per pound 
1.8 cents per pound 
*1 cent per pound 


5 cents per pound 
2.75 cents per pound 
*1.75 cents per pound 


136 cents per pound 
2.53 cents per pound 
*1.5 cents per pound 


2.5 cents per gallon 
J cent per gallon 
3.75 cents per gallon 
6 co nts per gallon 


3.25 cents per gallon 
Not over 6.5 cents 
per gallon 


*2 cents per gallou 
*6.5 cents per gallon 


3 cents per pound 
62 cents per pound 
*3.1 cents per pound 


2.5 cents per gallon 
1 cent per gallon 
2.05 cents per gallon 
2.05 cents per gallon 
*1.5 cents per gallon 


1.5 cents per pound 


3 cents per pound 
*1.5 cents per pound 


Minimum ad valorem 


(percent) 


17 yy 
20 
°35 
17% 
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I A t 1 r trade agreement Percent stands for percent ad valorem T. D. stands for Treasury 
! at t first te effective. GATT stands for the General Agreement on Tariffs and 
lrade ne int it eva Oct 1947. Annecy stands for the Protocol of Terms of 
A cce ntrie ‘ hw negotia it Annecy, France, and which was 
I f ‘ O 49 Exe wwreements with Cuba a reduced 
t iT I t 1e cou ilso applies to that produet if from 
el pir I to Jan. 1, 1948, duties on Cuban products, if not 
NI ate et vere 20 perce ver than the rates shown After that date, if not shown 
I ta re than 45 percent of butterfat is dutiable as butter under both 
. es to butter the uct of all foreign countries including Cuba 
e agreeme vith Cuba dated Oct. 30, 1947, numbered par. 2, subpar. (b 
at l f ild not apply t ports until the new Annecy within-quota general rate 
he ‘ nM 28, 1950, because the general rate could not have been 11.2 cents per pound 
) 1 i butter k containing over 6 percent of butterfat lutiable as d | h 
i i whey { rwa itiable as dried buttermilk by C. D. 470 decided Apr. 18 1 
§Ca A n pt. I hedule XX of GATT (published I. Dd. 51802) or ) ! 
X X of GA I he r. Dp 819), therefore under the terms of numbered par. 2, subpar. (¢ 
I eA t th ¢ Da et p. 14 115 0f T. D. 51819 Cc in casein Is subjeet to t! 
e Cu kK List ul I n T. D. 51819—Recital 9 
I t i leese Were follow 1922 tariff par. 710 (cheese and sub- 
l le ercent 0 tariff par 10 (cheese and titutes), 7 cents 
er it = 
I ot | nt this cheese ported but if it is it would be dutiable at the rats en 
i le lar ¢ 
: low in the t le. the rate } tory 1S given in this note 
I i ‘ 0, Provoloni, Provolette, and Pec 
: . y : lé ¥ . ther or not orizinal loaves were duitable t 5 eents 
per pound but 1 arnant re} Under the 1930 tariff par. 710 all 6 whether or ne inal 
vere dutial t ents per | i but not under 35 percent Under the Argentine T cti 
N 1941 I lott t affoct 1 stay tt 193 te The other 5 cheeses in original loaves 
x r u t1 er 25 percent hese 5 cheeses if not in original loaves were 
i t Dp but t under 35 percent. Under Annecy (T. D. 52476) all 6 
ir nal except Pecori were reduced to, or bound at 5 cents per pound, but n under 
25 p t Ta 50 u ct th er ad on eeps I and suitable for grating in 
h ca vould have bee lutia t 344 cents per pound but not less than 174% percent ective 
May 30, 19 I I I il loaves not suitable for grating stayed at 5 cents per pound but not under 
25 p t under the A tir A. of 1941 All 6 cheeses not in original loaves were dutiable as other 
t hich w redu ts per |} i but not under 25 percent effective May 19, 1950 by T. D 
524 I rom I | ial | es made from cows milk, Pecorino in original loaves 
r0t ) at I no and Provoloni in original loaves and Provolett d 
at nts per pound but not ler 20 percent, Torquay (par. 710) No. 17, 1951. Pecorino in original loaves 
t for grating st i per pound t tu r 20 percent, Torquay, Nov. 17, 1951 Pecorino 
r i t i ts per pound but not under 20 percent, Torquay, Aug. 2, 1951 
It i tt t wn hat mported in original loaves is both made from sheep's milk 
j 
FY 1 ' r7p t f 1922) and 5% percent (act of 1930) or butterfat is 
Fresh or ir cr nt ) 45 percent of butterfat is dutiable as butter under both tariff acts 
In the 1939 tariff dric whole milk containir ver 35 percent of butterfat is dutiable as dried cream 
ned milk t } er lp t of butterfat is dutiable as whole milk 
Dried skimmed mtair r3 per t butterfat and dried buttermilk containing over 6 percent 
yu rfat are dutiabl ! \ I 
Dried w nilk cont n r 35 percent butterfat is dutiable as dried cream 
Dried skimmed mil} tair r 3 percent of butterfat is dutiable as dried whole milk 
Dried whey wider } 1k 
*] inated ve pel 1 
[ ted te riff R r ltural Products, BAE, USDA, May 1951. Fcreign 
Acr Itural ¢ r ‘y T I Conference, OFAR, USDA, May 9, 1951 
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Dairy producits—United States imports, prewar average, 1948 to date 


[In thousand 




















Item A ver 
MS ) 
tt » 3 2 9 
) ) i & 
Cheddar 29) ; 2 
| nano R 40) Ko ; 4 
Pecorin ‘ : 
r } { 5 
Pro 2 } 2 4 
Pre s 
Roq } RA2 i 
Blue Mold y 
I l a G 1 \ A ‘ 
Z ) 4 
(70 4 ~ 
Otner, n. ¢€ 199 2 oy 
Canned milk, total { 
Evap t 2 2 
Condensed 414 24 
Dried milk, total 6. 101 O9R 2 9 9 a 
V hol 1 , 9 x G 
Nonfat dry milk solid 3, 088 5, 25¢ 2, 502 
~~ \ 
| Preliminary 
23 year 1937-39 average 
’ Ementhaler with eye, formation and Gruyere-process che 
4 Included in Romano 
5 Included in Reggiano 
6 Included in Provolone. 
’ Included with “Other.” 
§ Less than 500 pounds 
® Inludes 32,000 pounds of condensed n. ¢ 
10 Includes 601 pounds of condense ( 
11 Includes 10,000 pounds of uncla ised and evaporate 
Source: Foreign Commerce and Navigation of the United States; United States Imports (FT’s), D 
ment of Commerce, Bureau of Cens 
Dairy products—United States exports, prewar average, 1948 to date 
[In tl inds of p 
A ver 
Iten 1034 2 1948 1949 LON 51 
Butte 1,1 f ‘ ‘ 
( ( x j 
ed Ame 1 Chedd K { 
N ( 1 Ar ical j j s 
Ot I ssed ct S & R70 Rhi4 1 4 
Other 1 rocessed cheese { . 
( ed milk, t l 8 { 638 ® 8 044 
} iporated Qn. (i 49 
Ce l ed 2 l sO - 
) j t 4, 804 259, 68 ) 2 " s 
wl » )2 1 { &] ’ f 69 { 


Soure Foreign Commerce and Navigation of the United State { ted States I r FT 
ment of Commerce, Bureau of Censu 
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TABLE 4.—Exports and imports of specified dairy products, United States, 1920-52 


{In millions of pounds] 


| Condensed Evaporated 


Dried whole Nonfat dry 























Butter | Cheese | mik | milk | milk milk solids 
Year ne - : — —_— ws Bt r ee | = 
Ex- Im- | Ex- | Im- Ex- Im- Ex- | Im- | Ex- | Im- | Ex- Im- 
ports! | ports?| ports!| ports?| ports!| ports?| ports! | ports?| ports | ports*| ports | ports 
| | } } | 
eid eutaeniieiien bledntii Riad Sieg -—_— pentane ina = 
1920 17.7 | 37.5] 19.2] 16.0 | 277.3 | | 134.0 | | idle 
1921 9.0} 18.¢ 11.9] 26.9] 94.3 |... 195. 9 | | | scoqaeicadimcia Tn ati 
1922 lll] 7.0 5.3 | 46.6] 57.9 | 131.0 | | 
1923 } 6.9] 23.7 8.5] 64.4) 57.5 | 136.9 } . 
1924__. 9.4 19.4 4.6] 59.2) 64.2 4.7) 1423) 17 | 
1925_. 5.6] 7.2 9.7) 62.4] 428] 4.0] 105.1 6 Bi 
1926 61%) 80] 41] WO] 3.7] .8] HS) 13 | | 
1927 45) 8.5 4.0] 79.8] 35.0 .5| 68.2] 21 
1928 4.4] 47] 28] 814] 38.9 1.1) 76.9} 1.5} | — 
1929 3.9] 28 3.0} 76.4] 41.3 6] 60.1] 2.0} , 
1930 } 3.0] 25] 21] 683] 303] 1.4] 60.9] .2) ; | = 
1931 20] 19] 19] 620] 19.8 .6| 56.2 (6-4 cocgat el 
1932 1.6 1.0 1.5] 55.6] 119 .7| 39.6 5 1.9} 0.6 1.7 (4) 
1933 13] 10] 1.4 | 48.4} 5.0 LO} a4) ..1] 26] ..4 9 0.1 
1934___ Let 2 1.4] 47.5] 82 3] 38.0] (@) | 1.7 (4) 1.4 (*) 
1935 | LO} 22.7] %41.2;) 4.9] 49 6] 322] © | 16 2.5 1.2 .3 
1936 | x 99] 11] 598] 2.4 2.2 23.6) () | 18] 42 1.9 20.0 
1937__. 8} 11] 12] 60.6 8.0 15 | 22.9 ai 24 1.5 2.1 1.4 
1938 |} 2.0 1.6 1.5| 544 5.4 | 71 27 “ | 3.8 - 6.4 (*) 
1939 2.3 1.1 1.5 59.1) 23] 21 3n81 © | 62) @ i Bt 9 
1940 2.9 1.4 23] 32.6) 27.4 } (4) 118.7 | (4) | 7.5] (4) 8.7; (4) 
1941 3.3] 3.7] 95.0] 20.0] 820] (4) | e020] (@) | 150] (4) | 360] (4) 
1942 15.2 | 20.1 | 308.0 | 24.2] 15.0 (4) 381.0 (4) 14.0 (4) 134.0 (4) 
1943 85.6 3.3 | 165.0 | 25.2] 44.0 ) 568. 0 (4) 39.0 (4) 232. 0 (4) 
1944 87.6 1.7) 295.0] 9.0] 520] (@) | 5403] 1] 329) (@ | 2065) ® 
1945 17.9 3.7} 1943] 83] 113.2 (4) | 570.7) 46 65.0 (4) 180. 2 ol 
1946 7 7.0 | 186.7 | 20.8 85.0 (4) | 926.3 .6 | 146.0 ) 167.9 (4) 
1947 11.0 3.8 | 177.4] 8.7 | 108.2 (4) 469. 8 (4) | 91.5 (4) 148.1 (*) 
1948 5.8 2| 95.6! 23.6] 111.4 (*) 315.3) (4) 100. 5 (4) 159.2 3.1 
1949 4.2 3 98. 0 32.0 78.3 1 | 249.5 (4) 81.4) (4) 213.7 5.3 
1950 3.2 (4 47.5} 56.2] 27.9 (4 150.1 .4] 62.6 (4) | 229.4 2.5 
1951 7.1 -1| 79.6] 52.3] 28.9 ) 203. 4 (4) 59.5 | 9.0] 105.9 1.0 
1952 .9 5 3.8 | 49.2 29.6 (4) 97.1 (4) 42.5 37.0 58.7 6 
| | 


1 Re-exports included, 1920-33. 


2 General imports, 1920-33, beginning 1934, imports for consumption. 


* Imports for consumption. 
4 Less than 50,000 pounds. 


Source: Foreign Commerce and Navigation of United States. 
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Mr. Hotman. That concludes my direct statement. 

Mr. Jenkins. Thank you, Mr. Holman, for your very comprehen- 
sive statement. I am sure the members will want to ask you some 
questions. 

To begin with, I should like to ask you just one question. In my 
mind, the value of food products coming from milk is more valuable 
than any individual food product. For instance, milk and all its by- 
products are more valuable than wheat and its byproducts and corn 
and its byproducts. 

Mr. Hotman. That is correct, sir. In addition, milk is a completely 
perfect food with only one exception. It lacks enough iron. We have 
students at the University of Wisconsin, with which I have been 
associated in the past, who live a on milk purely as an economy 
measure, and they do very fine under i 

Mr. Jenkins. At this time I ais somewhere in your statement 
you set forth the value of the milk and milk products held by the 
Government ? 

Mr. Horman. I did not understand that question. 

Mr. Jenkins. Is there any place in your statement where you set 
forth the value of milk and milk products now held by the Govern- 
ment ¢ 

Mr. Hotman. Yes, sir. I read the purchases but I did not state the 
value. I gave you the quantities. We can provide that information 
for you very easily. 

Mr. Jenkins. Very well. Personally I will be very glad to have it. 

Mr. Hotman. Yes, sir. 

(Information requested is as follows :) 


Approximate cost of 1952-53 price-support program for dairy products 


143,000,000 pounds of butter at 67.25 cents per pound___- _... $96, 200,000 
75,000,000 pounds of cheese at 39.50 cents per pound ‘ 29, 600, 000 
200,000,000 pounds of spray nonfat dried milk solids at 17 cents per 
pound 34, 000, 000 
10,000,000 pounds of roller nonfat dried milk solids at 15 cents per 
pound satibataeihoa 1, 500, 000 
Total__- sees siriuceniaiacane soi ws cinebiae .... 161, 300, 000 


Source : Dairy Branch, P. and M. A., USDA 

Mr. Jenkins. Mr. Simpson will inquire. 

Mr. Stwrson. Someone from the State Department testified before 
one of the committees of Congress that they wanted section 104 re- 
pealed, and we have been advised that Mr. Benson, speaking for Agri- 
culture, made the same request, but suggested as a substitute that 
section 22 might be amended. 

Assuming those facts to be true, and this committee undertook to 
amend section 22 to completely protect this industry as you are now 
protected by 104, have you given any thought to any wording for the 
amendment to section 22? 

Mr. Hotman. We would be very glad to provide the committee with 
suggestions of a technical nature along that line. 

Mr. Srvrson. I think it is a question of wording, because I assume 
it could be done in section 22, and I would appreciate it if you would 
give some thought to that and suggest something which you believe 
might cover that point. 
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There is a provision in the bill before us dealing with the matter 
of countervailing duties. Those countries that you have enumerated 
as having devalued their money, if I understand correctly, they did 
that in the face of the general agreements which have been complete ie 
between nations wherein one of the factors considered or assumed i 
the articles of good faith under which contracts are made, we in this 
country have assumed that those countries would not take extra steps 
to violate the contracts made. Is that not correct? 

Mr. Hotman. That is correct. 

Mr. Stmpson. And yet after having made the agreements they did 
violate the sense of the contract by devaluing their money and defeated 
the purpose of the trade agreement. 

Mr. Hotman. That is the way we look at it, Mr. Simpson. 

Mr. Simpson. That is your argument. It is noted in your state- 
ment, that possibly Mr. Benson was quoted as having said that there 
are more restrictions against free trade today than there were 12 years 
ago. Is that in accordance with your understanding ? 

Mr. Hotman. That is the statement of former Secret: iry of State, 
Acheson. 

Mr. Srurson. I understand that you agree with the President’s con 
clusions that there should be a comprehensive study made of the entire 
international trade picture? 

Mr. Hotman. Yes; we feel that the Trade Agreements Act has been 
very badly mauled by administrative policy over the years. 

Mr. Srurreson. And the President has suggested a study for a year, 
and then possible further legislative action. 

Mr. Hotman. And for the same reason we suggest the continuation 
of section 104, notwithstanding what may be administrative policy, 
because we have grave doubts as to whether it will be possible to obtain 
the speed and the necessary efficiency of action under discretionary 
power which now rests in section 22, as against the directive of Con- 
gress in respect to section 104, in which Congress has set up standards 
to guide the Secretary. 

Mr. Srmpson. You recognize, then, that we should continue cer- 
tainly every relief provision we have in the general law today ? 

Mr. Hotman. Yes. 

Mr. Suvpson. Rather than give some of them up now pending the 
completion of that study and future legislation, is that your point? 

Mr. Horman. Yes, sir. We would like to see section 22 strength 
ened, Section 104 was s offered by Mr. Andersen, as a result of the fact 
that we were not able to get action under section 22. 

Mr. Stupson. That is being developed right along, that under the 
trade-agreements law with whatever alleged relief provisions there 
may be in the law, the administration of those provisions has not at 
all been satisfactory to the complaining industries, is that right ? 

Mr. Hotman. That is true. Our position for a number of years 
has been that every trade agreement should be subject to congressional 
ratification of some type. We have been unwilling to believe that this 
tremendous power involving rewriting of existing tariff laws, both 
administration and levels of duties, could be safely trusted to any ad 
ministration, that is the duty and responsibility of Congress to over 
haul and oversee these documents which in themselves are just called 
trade agreements. Actually they are treaties. We believe that be 
lor gsr right back on the Hill. 
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Mr. Simpson. You welcome the President’s idea that there should 
be a complete new study made # 

Mr. Horman. Yes. 

Mr. Simpson. And you envisage new legislation as a result of that? 

Mr. Homan. Yes. 

Mr. Simpson. In the meantime you want to keep what protection 
you have now. 

Mr. Hotman. That is right. 

Mr. Simpson. Thank you. 

Mr. Jenxrns. Mr. Eberharter will inquire. 

Mr. Exernartrer. Mr. Holman, the National Milk Producers Fed 
eration appeared before this committee on each occasion when there 
was a proposal to continue the oper: ation of the program. Did the 
federation op pose the reciprocal trade program in the initial stages 
before it was enacted / 

Mr. Hotman. The only time that I can recall that we have not had 
a witness before the Congress was at the time of the enactment of the 
law. That was in 1934. At that time, the federation had no policy 
on the question. Beginning with 1934, increasingly, through, we 
have suffered from the administration of the act. 

Mr. Erveruarrer. So originally the federation did not oppose the 
act ¢ 

Mr. Horman. That is correct. 

Mr. Esernarter. But ever since then on each occasion they ap- 
peared in opposition to it? 

Mr. Hotman. To some phases, yes. 

Mr. Eseruarrer. When the original act was proposed in 1954, the 
economic condition of the farmer was disastrous, you might say, or 
very poor, was it not? 

Mr. Hotman. Yes, sir. 

Mr. Eseruarrer. Since the act was renewed, the economic condi- 
tion of the farmer has been improved considerably and right now you 
can say that the farmers, particularly the milk producers, are in a 
prosperous condition, are they not? 

Mr. Hotman. I would say as far as we are concerned that any pros- 
perity has been in spite of the Trade Agreements Act and not due to 
it. Today milk prices are far below parity. 

Mr. Esernarrer. You would not say that the general policies over- 
all have made the condition of the milk producers prosperous, indi- 
vidually and collectively ¢ 

Mr. Hotman. There have been times when the level of dairy prices 
and dairy incomes has been such that no governmental price support 
was necessary. I will make an exception to that. I am speaking now 
of the manufactured products. In regard to the fluid milk markets, 
we have, of course, developed through the years, coming from that 
very bad period beginning 1n 1929, a system that is known as the Fed- 
eral milk marketing order system, under which minimum prices and 
te rms and conditions to producers are determined after public hearings 
by the Secretary of Agriculture. ‘That has been very effective, and 
very helpful, sir. 

Mr. Esernarrer. That was a sort of paternalistic idea on the part 
of the Federal Government to help the dairy farmer, was it not? 

Mr. Hortman. In line with actions toward other segments of the 
economy. 
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Mr. Esernarrer. Further along that line, practically every State 
inthe Union hasa milk commission, does it not ¢ 

Mr. Honman. No,sir. 

Mr. Esverrarrer. The main dairy States have milk commissions, do 
they not ¢ 

Mr. Houtman. Mr. Cotton, our economist, just advised me that there 
are either 17 or 18 States that do have milk commissions. 

Mr. Esnernarrer. Which help to regulate the prices that the farmer 
shall get for the milk supply, that is, the milk he produces and is mar- 
ketable and also regulates the prices that the consumer must pay, is 
that not true ¢ 

Mr. Houtman. That is right in most of these States. 

Mr. Esernarrer. So both the Federal Government and State gov- 
ernments have been very paternalistic to the milk producers, have they 
not / 

Mr. Horman. I would not say there was any particular paternalism 
in the Federal Government. Let me call to your attention the fact 
that under the Milk Marketing Order Act of 1937, the farmers have 
the right to veto any recommendations made by the Secretary of 
Acriculture. 

Mr. Esernarter. Yes. Is that not a good idea, to give the farmers 
the right to say whether they want the program ? 

Mr. Horman. Wethink so. You can either vote it in or vote it out. 

Mr. Exeruartrer. That is good. Let me ask you one other question 
here. You wholeheartedly approve the continuation of section 104 
from your testimony. Do you know that matter was never considered 
by this committee before its sudden presentation by Mr. Andresen on 
the floor of the House as an amendment ? 

Mr. Houman. The matter had been considered by both the Senate 
and House Banking and Currency Committees. ; 

Mr. Eeernarrer. It was never considered by this committee. 

Mr. Hotman. This is the first time I know it to be brought up. 

Mr. Esernarrer. I mean when it was introduced, it was never pro- 
posed or considered by this committee. 

Mr. Hotman. No; it was not. 

Mr. Enernarrer. So it has a tremendous effect on the reciprocal 
trade-acreements program generally, does it not? 

Mr. Hotman. It is in line with certain escape provisio1 S. 

Mr. Exernarter. Did you have knowledge that that amendment 
was vO) x to be nresented, or have inyth ng to do with the presenta- 
tion of that amendment ? 

Mr. Hor MAN, Yes. Mr. Andresen. before he presented it. ( alled us 
into consultation regarding the nature of it. 

Mr. Enernartrr. And it had your approval? 

Mr. HoLMAN. Yes, sir, and still does. 

Mr. EKsernarter. Could we go so far as to say that the federation 
initiated the idea of this amendment ? : 

Mr. Horman. No; I would not go that far. I would say that the 
federation heartily supported it. 

Mr. Exrermarrer. And approved it in the form in which it was 
presented ? 


Mr. Hotman. That is right. 
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Mr. Exsernuarrer. For the protection of the dairy industry. On 
page 21 of your official statement, you say that the effective rate on 
some chemicals is 100 percent or more. You mean effective tariff rate ¢ 

Mr. Hotman. Yes, sir. 

Mr. Exsernarrer. Earthenware, china, and glassware have rates up 
to 45, 50, and 70 percent. Certain types of cutlery have rates up to 
100 percent. Bamboo furniture, window blinds, and chair seats up to 
50 percent. 1951 rates on cigarettes equalled 39 percent, and on whis- 
ky 26 percent, cotton manufactures have rates up to 50 percent. Wool 
fabrics up to 45 and 55 percent, and silk fabrics up to 65 percent. Felt 
hats and jewelry have rates up to 55 percent. 

That would indicate that the American manufacturers of these 
products are not able to compete with foreign manufacturers in the 
opinion of the Congress because they established these rates. Is that 
a fair statement? In other words, in order to protect American in- 
dustry, those rates have been established and are now in existence. 

Mr. Hotman. I happened to take part in the struggle over the last 
tariff act in 1930, and it is my recollection that the principal moti- 
vating influence for those rates was the protection of American labor 

Mr. Esernarter. In other words, the American labor is not able to 
compete insofar as production is concerned with foreign labor, is that 
the premise / 

Mr. Hotman. It is the rates. I know the witnesses for labor, and 
those who were representing labor, just like I do for dairy farmers, 
were using the argument of there being a vast discrepancy in wage 
rates between these foreign industries and America, and urging that 
labor be given protection. 

Our manufacturing groups, I think, are now divided into two 
classes. One is able to do a great deal of exportation. The others 
produce primarily for domestic markets. It was the labor groups who 
were organized in the domestic producing manufacturing plants that 
were largely active in connection with these rates for their own 
protection. 

Mr. Exvernarrer. You know, Mr. Holman, that is then rather novel 
in some respects because, throughout all history, everybody has been 
blaming the manufacturers for being responsible for the high tariffs. 
Here, tod: ay, you say the labor of the country is res sonsible for these 
high tariffs. Evidently the manufacturers who bive alway been 
accused of being responsible for high tariffs have been unjustly accused 
all these years. Is that what you are saying? 

Mr. Houtman. I did not imply that. My association in that fight 
was with the American Federation of Labor representative of those 
22 unions I was referring to. I speak with some degree of knowledge 
of it because the man who is now dead was a ver y close friend of mine 
and we practically lived together during that long period of the tariff 
fight of 1930. I became quite familiar with the thinking of himself 
and his associates on the matter. I am not saying that the manufac- 
turers did not want it, too? 

Mr. Esernarter. You had a very influential part, then, in the pas- 
sage of the Smoot-Hawley tariff bill ? 

Mr. Hotman. This committee and the Committee on Finance was 
very kind to us. In the Tariff Act of 1930 every dairy rate that we 
recommended was passed, with the exception of one, and that was 
on casein. 


skies 


TRADE AGREEMENTS EXTENSION ACT OF 1953 345 


Mr. Exernarrer. At that time did you take into consideration the 
effect on the consumer of prices ¢ 

Mr. Houtman. Yes; we took that into consideration. 

Mr. Esernarter. You felt that would give the consumer lower 

rices ¢ 

Mr. Hotman. The rates were very low as compared with the buying 
power of the country. ‘Today the rates have been reduced as a result 
of the trade-agreement authorities and the buying power is far greater 
than it was in 1930. 

Mr. Esernarrer. What is the position of the American Federation 
of Labor nationally and the Congress of Industrial Organizations? 

Mr. Hotman. I do not know. 

Mr. Esernarrer. Are they not in favor of the general policies and 
of previous administration and wanted the reciprocal trade-agreements 
program? That is, the national CIO and the American Federation 
of Labor are in favor of the reciprocal trade-agreements program, are 
they not? 

Mr. Hotman. I do not recall what their policy was and what their 
policy is. 

Mr. Exsernarrer. Perhaps that is not a fair question to ask you 
today. 

Mr. Hotman. I do not think I would be qualified to answer a ques- 
tion of that sort. It would be up to them to give an answer. 

Mr. Esernarter. In the next paragraph from that which I read 
from your official statement you say : 

From 1947 through 1951, our imports of manufactured products represented 
only about 18 percent of the value of all our imports as against about 30 percent 
for foodstuffs. Surely, if dollars are needed to encourage our exports, there is 
a wide field of nonagricultural products whose import restrictions afford a more 
fruitful field of study than dairy products. 

Do you mean to intimate by that—it is what I gather from it any- 
how—that import duties on manufactured products could very well 
be lessened? In other words, you suggest the possibility or feasibility 
of reducing the tariffs on manufactured products in this paragraph, 
do you not? 

Mr. Ho_man. That might be one of the results. 

Mr. Esernarrer. If we made a study of it, it might be one of the 
results ? 

Mr. Hotman. The source of our information on those two para- 
graphs there is what is known as the Bell committee report. 

Mr. Eseruarrer. You think that is a fruitful field for the study of 
the lowering of tariffs on manufactured products? 

Mr. Hotman. I would suggest we look into that. Certainly the 
dairy industry is in no position to take the beating we are having to 
take right now. 

Mr. Esernarrer. You want to protect yourself and see if there is 
some other field in which we can reduce duties on imports? I can see 
that. You are representing the dairy interests. 

Mr. Houtman. Yes, sir, that is my job, and we have a real case. 

Mr. Esernartrer. You mentioned the Bell report. You disagree 
with the Bell report; do you not? 

Mr. Hotman. We have quoted from it a good deal. We have ob- 
jected to some parts of the Bell report. 
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Mr. Exvernarrer. Of course, you know that when section 104 went 
into effect, 10 countries of Europe protested vigorously; do you not? 

Mr. Horman. I am quite aware of that. But I do not think that 
they were justified in protesting. Look what they had been doing 
to us. 

Mr. Esnernarrer. You know that the Assistant Secretary of State 

under the present administration just this month said that those pro- 
tests were justified, and that they were causing a very harmful effect 
economically insofar as our tariff foreign policy was concerned. Mr. 
Linder made that statement this month. 
Mr. Hotman. It would not be the first time in our history in our 
relat nv h the State D partment that there has been a wide diver- 
gence of opinion. We do not think he is justified in that type of 
statement. 


Mr. Evernarrer. One of the provisions of the act we are considering 
now is any injury which any industry in the United States would 
uffer, if mandatory to take action against continued suffering or 
threat of suffering of that industry. It does not say to what extent 


njury. You are familiar with that provision; are you not? 

Mr. Hotman. I am reasonably familiar with it. 

Mr. Esernarrer. Do you think that would be a wise policy for us 
{o pursue—any injury, no matter how slight, and the threat to any 
industry ? 

Mr. Horman. We do not want to see any industry suffer. We do 
want a continuation of what we think is a very liberal and very 
moderate character of protection so far as dairying is concerned. 
That is the reason why we put some faith in section 104. We have 
some doubts about section 22. Take, for example, the law firm of 


the present Solicitor of Acriculture had a tree nut case. He had been 
dealing VW th tal ffs, and has been one of my colleawues for many 
vears. It took him 2 years, and he is a pretty shrewd operator, to get 
the Tariff Commission to the point of even considering the case. 


Mr. Evernarrer. At the present time his law partner is in the 
Federal Government. 

Mr. Hotman. This is the gentleman who is in the Federal Govern- 
ment now. He was the head of the law firm. He is now the Solicitor 
of A oriculture. 

Mr. Erernarrer. So he ought to be able to get better action now, 
aside from the general greater efficiency of this administration. 

Mr. Horman. He is a very admirable and efficient gentleman, but 
he could not make section 22 work. 


Mr. Eseruarrer. The support prices for butter and cheese are at 
eeneral cost and expense of the American taxpayer and consumer, 


are they not? 
Mr. Horman. We would like to see a condition come about where 


th, 


it would not be necessary for any tax money to be paid to support 
dairy price But here is what we face: The so-called basic crops— 
that is purely a term—cotton, corn, wheat, tobacco, rice, peanuts 


are supported compulsorily by the Agricultural Act of 1949-50 at 
90 percent of parity. The supports for dairy manufactured storable 
products are flexible, ranging from 90 percent down to 75 percent of 
parity. Our federation has been working for a long time on a pro- 
posed plan whereby we will bear the expense, that is the dairy farmer, 
of all losses on surpluses, or losses on sales at international prices. 


‘We 
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But we cannot very well take that one on without the supports being 
taken out from under these other products because our people buy 
most of the feedstuffs that are produced from those products, and we 
are very dependent upon them. 

We will be ready before the end of this year to lay before 1 S 
Congress an enabling act to enable the dairy farmers to pay their 
own way and save the Government the money, provided it is under 
comparable and competitive conditions. 

Mr. Esernarrer. Would that plan require the agreement of the 
wheat producers and corn producers and tobacco producers and 1 
producers ¢ 

Mr. Hotman. It would not require agreement from them for mar 
keting. We just simply cannot go out and take the loss when these 
other groups are getting Government price supports. 

Mr. Everuartrer. In other words, if the wheat farmers are getting 
support and other farmers are getting support, you want that support, 
too ¢ 

Mr. Hotman. That is correct. 

Mr. Epernarter. So you approve the action of the secretary of 
Agriculture in establishing 90 percent of parity for butter and cheese 


and milk. You approved that last action / 
Mr. Hotman. But the reason is not just because the other fellows 
wanted it. ‘The reason, as I said awhile ago, is because from cotton, 


peanuts, corn, and wheat, we get our feeds, and we are dependent 
upon maintaining a comparable relationship as to price and income 
Ww ith the producers of those other commodit 1es, 

Mr. Esernartrer. When these 10 countries of Europe protested and 
1 of them took official action to restrict imports from the United States 
because their economy was in such a state that they could not atford 
to continue to import from the United States because they were get- 
ting no dollars from the sale ¢ eoods to the United St: ites, do you 
not think that hurt the American farmer, either the American farmer 
or the American taxpayer, oh was compelled to pay for these price 
supports? Do you not think that hurt the general economy of this 
country, or specifically the wheat farmer or corn farmer ? 

Mr. Hotman. I wish you would restate your question, Mr. Eber- 
ha iurter 

Mr. Enernartrer. Then 10 countries of Europe protested and 1 
country took official action to restrict exports from the United States 
from coming into their country, and which the other nations might 
do, too, do you not think that might hurt the general economy of 
United States and hurt the wheat farmer and corn farmer, spe- 
cifically ¢ In other words, Mr. Holman, those other countri hav 


to do something to maintain their economy, and if they cannot sell 
their goods to us, we cannot sell our goods to them. We have either 


got to support these programs at the expense of the American tax 


paver, or buy goods from these European countries. 

Mr. Hotman. That still does not justify the removal of the present 
reasonable protection that dairying has in regard to imports from 
these countries. I think you recall that I testified earlier that these 
countries are not shipping to us alone. They are shipping all over 
the world. The movement of dairy products into this country ha 
only become of tremendous significance in the last 2 or 3 years. ‘There 
has always been a certain amount of dairy products that has come into 
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this country, principally the specialty cheeses, foreign-type cheeses, 
like Italian cheese, Roquefort cheese, but there has been very little 
butter. I think the greatest importation year for butter was only 
35 million pounds of butter coming into this country. 

We have today only an import duty of 7 cents a pound for butter 
for the first 60 million pounds that would be allowed to come in if 
you knock out section 104. 

Mr. Esernarrer. You say they are trading with the world. It is 
hard for me to think of any other countries in the world that have 
enough dollar balance to buy much from these European countries 
that protested. I do not think that they took that action just out of 
a sense of retaliation. They did it out of a sense of preservation of 
their own economy. 

Mr. Hotman. Why do you think they reduced the value of their 
currency { 

Mr. Exernarrer. They restricted the amount of goods that the 
economy of that country could accept from the U nited States. It 
particularly hit the wheat farmer, as I understand it. 

Mr. Hotman. The effect of it was to enable them to export to other 
parts of the world. 

Mr. Esernarrer. What parts of the world? 

Mr. Hotman. Other parts of the world where they could find a 
market. 

Mr. Esernarrer. Where is that market? That is my point. Where 
is the country that has the dollars to buy ? 

Mr. Hotman. One of the countries that devalued was Denmark. 
The exportation of butter is probably the largest business of Den- 
mark. England takes 75 percent of all of Denmark’s butter exports. 

Mr. Esernarrer. You mean our action enabled Denmark to export 
more cheese ¢ 

Mr. Hotman. Denmark is more a butter-exporting country than 
cheese. She has recently gone into the making of blue cheese. 

Mr. Exseruarrer. Did our action by the enactment of section 104 
enable Denmark to export more butter ¢ 

Mr. Hotman. Certainly not. 

Mr. Esernarter. I thought that is what you intended to imply. 
Does your federation have in its membership the National Dairy 
Products Co. ? 

Mr. Hotman. Oh, Lord, no; they are a private corporation. 

Mr. Esernarter. They are not a member of your federation ? 

Mr. Hoitman. No, sir. We do not have any membership in the 
federation except bona fide active dairy farmers. 

Mr. Esernarrer. That is what I wanted clear for the record. 

Mr. Hotman. I am glad you asked the question. 

Mr. Esernarrer. I looked for a list, but from the great number, 
I can see you could not give us a list. But I do not think you set 
forth clearly that you did not represent some of these big corporate 
interests. 

Mr. Hotman. No; we do not represent any of them. We often fight 
with them. We sell them a great deal of stuff. 

Mr. Esernarrer. Sometimes you get the best of them, do you? 

Mr. Hotman. I do not know. We have some very shrewd traders 
in both organizations. 
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Mr. Esernarrer. My attention has just been called, Mr. Holman, 
to the exports in the year 1951 of the milk industry. The condensed, 
evaporated, and dried milk we exported 12.8 percent of our produce- 
tion. On condensed and sweet milk, 9.5 percent. Dried whole milk, 
45.5 percent. Dried whole milk is 17 percent of our production. 
Cheese, we exported 6.9 percent. So that the dairy industry is getting 
quite a lot of money from our efforts. I will put those figures in the 
record. 

Mr. Hotman. A commodity within itself such as the production of 
cheese and the exportation of cheese or the production of condensed 
milk and the exportation of it, we do not figure that way at all. We 
take the total of the milk and cream that leaves the farmer. Then we 
relate the manufactured commodities to the total milk produced. 
Likewise we relate the milk sold in bottles to the total produced. It 
makes a different and truer picture than to pick up the tables and 
say we produced so much cheese last year and we exported so much. 
Dry whole milk represents about 1 percent of our milk production, 
not 17 percent. 

Mr. Esernarrer. It occurs to me that as long as you have support 
prices at a high level, it would not matter very much to the industry 
whether they can export or not, would it ? 

Mr. Hotman. Yes, it would. We would naturally like to develop 
permanent markets abroad. 

Mr. Esvernarrer. Export ? 

Mr. Hoitman. Yes. 

Mr. Exsernarter. Do you get as much money from what you sell 
abroad as you do from the support prices? 

Mr. Houtman. It depends on where you sell it. 

Mr. Exsernarrer. I think the support prices are more of a guaranty 
to the industry, are they not, and the farmer, than the export market ¢ 

Mr. Hotman. For example, if conditions were peaceful in China, 
we could build very successfully a tremendous market for canned milk 
over there. We have a very substantial market for canned milk in 
the Philippines and in Hawaii. I base that. statement upon what men 
tell me who are in the business of furnishing the Pacific coast out- 
lets. Some of them are our own people. 

Mr. Esernarrer. That is all, Mr. Chairman. I am sorry to have 
taken so much time of the committee, but I think Mr. Holman is a 
very important witness, representing a very important industry, and 
I felt it was necessary to go into the subject. 

Mr. Jenxrns. Mr. Curtis of Nebraska will i inquire. 

Mr. Curtis of Nebraska. How much butter is in surplus at the 
present time? 

Mr. Hotman. There are about 161 million pounds. About 54 mil- 
lion of that is to go to the school lunch programs. 

Mr. Curtis of Nebraska. Do you feel that there is a direct relation- 
ship between this problem of a surplus, as far as the future is con- 
cerned, and what you are contending for in the way of a continuation 
of the principles of section 104? 

Mr. Hotman. Yes. We think the fact that we are having to use 
the facilities of the Government to acquire surplus is one of the best 
justifications. Otherwise, Commodity Credit will be supporting the 
entire world price. 
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Mr. Curtis of Nebraska. And the problem of surpluses is not one 
problem that can be secregated from the whole dairy industry. It 
affects the domestic price, does it not ¢ 

Mr. Hotman. Yes. 

Mr. Curtis of Nebraska. It affects the political forces that deter- 
mine whether or not there is going to be any support price at all, does 
it not ¢ 

Mr. me ILMAN. Yes, Sit 

Mr. rtis of Nebraska. So it is quite an important factor in the 
a ture of the di ry farmer, this matter of surplus es. 

TH. LMAN. Yes, sir 


a Curtis of Nebraska. And is it your opinion that that cannot 


be met al d handk d wilthoi duc and pr yper attention civen to the 
controlling « f imports of milk products / 
Mr. Houtman. Yes, sir. There is another reason for that, too. The 


trade agreements program as administered building up from indi- 

vidual arrangements like arrangements between two countries, gradu- 
ally vetting more and more entangled into collective trade agree- 
ments, such as Geneva and Torquay, has had the effect, as far as 
dairying is concerned, of cutting our duties that were passed in the 
1930’s down to where it is almost free trade, and we do not have the 
former protection that we had. So you have that combination to 
face. We have had to resort to the suggestion of Mr. Andreson that 
we go on a quota basis, rather than to try to fight back for some time 
to come to the levels in force. The quota is the only protection that 
we have tod: Ly. 

Mr. Curtis of Nebraska. Mr. Holman, your group has made a very 
fine appearance here. You have an excellent paper, and it is well 
sup ported v w = facts that the committee should have. 

Mr. Hotman. All of our papers are institutional. 

Mr. Cu rtis of Nebraska. It is a very helpful paper. It might be 
interesting to note that for the past 5 years the farmer’s share of 
the national income has steadily declined. In 1948, the farmer re- 
ceived 10.3 percent of the national income and it has gone down every 
year since. By 1949, it was 8.3 percent, last year 1952, the farmers 
got 7.3 percent of the national income. It has been a sort of two-way 

spread, their prices going down while the prices of the things they 
buy were going up. 

It is also true, is it not, Mr. Holman, that farmers as a class are 
good purchasers of all the products made in America. Is that not 
true ¢ 

Mr. Horman. That is very true. As you know, we have whole 
sections of the country where the prosperity of the small towns and 
small cities, and even cities up to 100.000 and more than that, is almost 
completely dependent upon the trade of the agricultural community. 

Mr. Curtis of Nebraska. That is all, Mr. Chairman. 

Mr. Jenxrns. In that connection, I would like to observe that the 
production of the farmer adds to the natural increased value of the 
material things of the country. 

Mr. Hotman. Yes, sir. 

Mr. Jenkins. Mr. Holmes. 

Mr. Hotmes. Mr. Holman, are there any facts available as to the 
impact of substitutes on the sale of domestic butter? 


‘Wee 
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Mr. Houtman. Yes, sit 

Mr. Hotmzs. I was wondering if it would be possible for you to 
insert a few Tacts on that in the record ? 

Mr. Hor “AN. I will be very glad to do so. It is one of the biggest 
economic prob] ems facing dair y farmers today. 

Mr. Hotes. Is that permissible, Mr. Chairman é 

Mr. Jenkins. Without objection, it is so ordered. 

(The information is as follows:) 


IMPACT OF SUBSTITUTES ON SALE OF DOMESTIC BUTTER 


The principal loss in butterfat consumption to butter substitutes has been in 
the case of butter. Per capita consumption of butter dropped from 17.2 pounds 
in 1939 to 8.8 pounds in 1952. In terms of milk equivalent this drop was equal to 
171 pounds per person. This is in comparison with total per capita milk produc 
tion of 816 pounds in 1939 and approximately 740 pounds in 1952 

4 considerable and increasing volume of butterfat formerly used in ice cream 
and evaporated milk is being lost to vegetable oils. Exact data on this are not 
available, but the Bureau of Agricultural Economics is in the process of obtaining 
this information. 

A recent report from the Chicago a Market Administrator’s Office indicates 
that in August and September, 1952, the percentage that vegetable oils represented 
ot all fats in frozen desserts in the ¢ shies ago area ranged from 10.4 to 11.2. 

Per capita consumption of oleomargarine increased from 
7.8 es in 1952 


2.5 pounds in 1939 to 


JENKINS. Mr. Goodwin. 

Mr. GoopwIn. Mr. Holman, I understand your National Federation 

d ( rine not fo. Lary ul ( of reg ) | ( 

Mr, Houma Phai correct, 

Mr. Goopwin. Of which our own NEMPA isa part. 

Mr. Houtman. Yes, sir. 

Mr. Goopwrn. And I think an important part. I was interested in 
your statement that you speak for dairy interests in 4 of the States. I 
assume from that that there were two States in the 48 in which either 
there is very little dairy industry or what industry there is does not 
believe in organization; is that right ? 

Mr. Hotman. That is correct. Those two States are Nevada and 
New Mexico. 

Mr. Goopw1iy. Without knowing anything about it, 1 guessed they 
might be. 

Mr. Hotman. The dairy industry is developing slowly, but I think 
pretty soundly in New Mexico, and we hope in time to have some co 
opel ratives out there who be long to the Federation. 

Mr. Goopwin. That is all, Mr. Chairman. 

Mr. Jenkins. Any other questions! The gentleman from Michigan, 

Knox, will inquire. 

Mr. Knox. Mr. Chairman, I believe Mr. Holman made the statement 
to Mr. Eberharter that there were only 35 million pounds of butter 
imported. What year had you reference to? 

Mr. Hotman. That was the year 1920, as I recall. 

Mr. Knox. That was a long time ago. 

Mr. Hotman. I have a table here showing the imports year by ye: 

In 1920 that ran 3714 million pounds of butter. It varied and drop cal 
off to 18.6 million in 1921, down to 7 million in 1922; it got down to as 
low as 4.7 million pounds in 1928, down to 1 million pounds in 1932, 
1933, 1934; it went up to 22.7 million in 1935, varied up and down to 
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almost nothing at points, got back to 20 million in 1942. From that 
point on it has gone down. That is due largely to the war controls 
over it. 

Mr. Knox. May I refer, then, to your statement on page 13? 

Mr. Hoiman. Yes, sir. 

Mr. Knox. In 1951, 912 million pounds of butter. 

Mr. Hotman. That is world trade. 

Mr. Knox. Why do you bring world trade into the question of 
United States imports? 

Mr. Hotman. We have to consider all dairy products, and we bring 
world trade in because if we lose section 104 there is every evidence 
it may be quite a while before we can get action under section 22 or 
some other means. You at once have the threat of the exportation 
of these products like butter and cheese to us than we have at the 
present time. 

Mr. Knox. May I ask, then, what poor your industry is taking 
today to find new markets for dairy products? 

Mr. Homan. We try to find markets everywhere we can. The pro- 
duction has been tremendous. That production you see was largely 
stimulated by the Federal Government during World War II. When 
the bottom fell out, when the dairy plants in many States that had 
changed over and were producing a combination of taking the whole 
milk in, separating the cream, and making the powder. We simply 
did not know where to get a market for it. We have been building 
it. The Government has had to buy a lot of it. 

Mr. Knox. What I mostly had reference to, Mr. Holman, was the 
drive that was being created endeavoring to bring about a new use 
for the dairy products i in a different form than we have been used to 
in the past. 

Mr. Hotman. Yes, sir. There is a great deal of research that is 
going on. It isnot enough. There is always that opportunity to find 
much greater markets in this country through the powders by the 
further development of the small package which can be put on the 
grocery shelves. Research in new uses is a long and tedious thing, and 
it is very difficult frequently to get these great scientists focused upon 
a commercial objective. They think more in terms of broader aspects 
of nutrition. 

The greatest new use I know of—this sounds humorous, but it is 
not—is the development of a reducing diet by the use of milk products 
in every meal. Basically, three glasses of whole milk a day, a pat of 
butter every day at every meal, some cheese at every meal. It has been 
demonstrated that by this method you can very easily take off quite a 
few pounds. It is particularly good for middle-aged men and for 
middle-aged women. It was developed by the National Dairy Coun- 
cil, one of our educational organizations, and it has been further devel- 
oped by the nutrition department at Cornell. 

That will sell a lot of dairy products and a lot of butter. 

Mr. Knox. We can feel assured that the industry itself is not sitting 
idly by in this particular program but are cooperating and endeavor- 
ing to bring about new uses for dairy products that do not exist today ? 

Mr. Hotman. Yes. I spoke of the National Dairy Council work. 
I might explain that that is an organization with a great many re- 
gional and State members. The work they do is primarily in the 
public schools and in the private schools where that is permitted. 
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We have another very great organization that is doing its best to find 
new uses and to promote the sale of dairy products called the Ameri- 
can Dairy Association. It is entirely financed by dairy farmers. 
They are moving on a program which may eventu: ally go as high as 
$15 million to $20 million a year. They are advertising in the na- 
tional magazines. They are advertising in the national radio and 
television outlets. They are moving slowly, but moving toward ad- 
vertising in the daily papers of the country. We hope that out of 
that in a few years we will be able to move all the dairy products that 
the dairy farmers produce in this country. 

Mr. Knox. That is all, Mr. Chairman. 

Mr. Jenxrns. If there is no further questioning, we thank you very 
much, Mr. Holman. 

Mr. Hotman. I would like to thank the committee. 

Mr. Jenkins. This brief that you presented is rather voluminous, 
and it would be rather expensive to print it, so I wonder if you might 
consider eliminating some of the appendixes ? 

Mr. Hotman. We will do that, sir. 

(Subsequently the federation marked several pages of tables for 
omission from the printed record.) 

Mr. Jenkins. The next witness on the calendar is Mr. F. E. Mollin, 
secretary of the American National Cattlemen’s Association, Denver, 
Colo. 

Is Mr. Mollin here ? 

(No response. ) 

Mr. Jenkins. We will pass him. He will probably show up later. 

The next witness on the list is Mr. E. L. Torbert, vice president, 
Vitrified China Association, Inc. 


STATEMENT OF EDWARD L. TORBERT, VICE PRESIDENT, VITRI- 
FIED CHINA ASSOCIATION, INC., SYRACUSE, N. Y. 


Mr. Torsert. Thank you. 

My name is Edward L. Torbert. I have been associated actively 
with the vitrified china industry since 1895, and presently am vice 
president of Onondaga Pottery Co., Syracuse, N. Y., manufacturers 
of vitrified china under the trade name “Syracuse China.” 

I represent the Vitrified China Association, Inc., and manufacturers 
of vitrified china. Some of the potteries in this industry are located 
in towns and small cities. A number of these communities are almost 
wholly dependent for their existence upon the business, employment, 
and payroll of the pottery industry. 

The vitrified china plants—15 in all—give employment to ap- 
proximately 8,000 persons. 

Also concerned, though I do not represent them, are the clay and 
materials suppliers to the American industry located in such States 
as Virginia, North Carolina, Florida, Alabama, Georgia, and Texas. 

Expiration of the Trade Agreements Extension Act of 1951 has 
provided the free traders with an opportunity for much propaganda 
and exploitation of such catch phrases as “trade—not aid.” Like- 
wise, there is provided the opportunity for careful consideration of 


a sound and enduring economy for these United States in the years 
ahead. 
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This latter aspect was, I believe, fully understood by President 
Eisenhower when, in his state of the Union message requesting Con- 
gress to study the Trade Agreements Act, he made this important 
qualification: “This objective must not ignore legitimate safeguard- 
ing of domestic industries.” 

In the light of this Presidential declaration we present the fol- 
lowing regarding the vitrified china industry. 

In our industry salaries and wages constitute the largest item of 
cost, amounting to 60 percent of the factory selling price of china- 
ware produced, even though our operations are mechanized and 
efficient to a degree unequaled, in oul knowledge, by any other 
country in the world. Imports of china tableware, with which we 
are in direct competition, come principally from Japan, Germany, 
and England. Wages paid to pottery workers in the United States 
are 10 times the wages paid for similar work in the better Japanese 
potteries, 6 times wages in German potteries, and 3 to 4 times wages 
paid in English potteries. 


he pottery industry in the United States needs adequate pro- 


tection if it is to continue to exist in a condition of healthy activity. 
To survive and thrive the pottery industry cannot continue without 
protection for the very ordinary and simple reason that pottery 
can be produced abroad, transported to this country and sold here 
at a price below that at which United States potteries can produce 
and sell their product. 

Ours in inescapable position that neither methods nor man- 
gement can change. Our problem is, in essence, a purely wages 


problem. The American pottery employ} er cannot afford to pay 
4 > . ] ] . 


Lmerican wage and sell in competition with the distressingly low 
wages paid In SO many foreion countries. 


IMPORTS 

The Tariff Commisison in a report published in February 1953 
stated 

Annual imports of the kinds of household china tableware which are now 
dutiable at trade agreement rates of duty have increased sharply in postwar 
vear The total quantity of such imports was about three times as great in 
1950, and about four times as great in 1951, as the annual average in the prewar 
period 1937-89. Imports of certain household china tableware not dutiable at 
trade agreement rates but competitive with some domestic household china 
tableware have also increased sharply in postwar years. 


All china tableware imports, whether at trade-agreement rates or 
otherwise, are competitive with American production. The total of 
all such imports in the 3 years after the war, 1950-52, was approxi- 
mately 1 nuillion dozens greater than the imports in 3 years before 
the war, 1937-39. This would have given employment to several 
hundred American workmen during the years that employment in 
American potteries was declining. 

Imports of fine china from England in a corresponding period have 
increased over 1,000 percent. The situation in relation to English 
shipments was brought to the attention of this committee in April 
i945 at a hearing on the Doughton bill, H. R. 2652, from which I 
quote : 
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United States Government reports of imports show that for 8 years, 1941-48, 


during the war, the dozens of tine china imported from England increased 149 


percent, in value 187 percent as against 3-year period prewar 1087-39 


The increasing trend of imports and the declining domestic produc- 
tion is substantiated in the following figures. 

Domestic production declined oa parcel from 1949 to 1952 while 
imports increased 56.5 percent in the en PeRtOe, 

Not only has chinaware been imported at very low prices to th 
direct harm of American wage earne rs. Foreion manufacturers have 
used decorative treatments taken directly from the creation of Ameri- 


can potteries and, In some Cases, have even copied the name ol the 
pattern. 


I am asking Dr. Martin to leave with vou some samples. I have a 
sample here of a pattern that is named Apple Blossom, designed and 


patented by an American pottery and sold at retail for $11.75 for a 
five-piece place s setting. The name of the patter Nn. “Apple Blossom,” 


appe: rs on the back of the plate. Also submitted is a Lin} le of Japa 
nese manufacture in which an inte gral part of the 7 pte can patented 


Apple Blo som decoration is used in the same color cubed Ol, as 
the orig inal American production. The Japanese production is 


rarked, “Ap ple Blossom,” on the back of th plate. Ch s Japane 
five-piece place setting retails for $3.99. 

I submit also a sample of an American plate, in a pine decor 
This is marked on the back “Pine,” and is a well-known pattern by on 
of the finest manufacturers in the United States. I also submit 
sample of Japanese china, it \ hich aga l they have taken Lh 1HiLeg 
part of the decoration and copied it. The United States wa 
for 819.25 a5 rece place setting ; this sells hes 9.99. 


I have a third display not mentioned in my brief. I submit a plate 
of an American manufacturer which | purcha ed in a retail store f 
D2. Here is the Japanese imitation; | paid 55 ents for it. 

Lest you think that the Japanes 
let me Say that the Japanese 
finest designers and decorators. I am simply submitting for observa 


_ 


: : 
e ware presented is not good qualit 


lave recently enip loved some or the 


tion some of the new Japanese china. 

Mr. Curtis of Nebraska. In eS Ap p! e Blos om plate, 
| notice the Japanese p yrroduct s also n amed \p ple B lo som. 

Mr. Torpserr. Yes, sir; the \ ‘ca copied the name as well as the 
pattern. 

Mr. Curtis of Nebraska. Is that a violation of any regulation or 
law ¢ 

Mr. Torserr. The design is patented, but they have very skillfully 
refrained from making a complete reproduction. 

Mr. Curtis of Nebraska. The title is not copyrighted or patented 
There is no w: ay you could do that? 

Mr. Torsert. No. 

Mr. Curtis of Nebraska. And there i: nothing in the tariff laws o 
the laws relating to imports with respec t to that ? 

Mr. Torsert. No, sir. 

Mr. Jenkins. Each of these items is marked somewhere, “Made in 
Japan.” 

Mr. Torperr. Yes, sil 

Mr. Jenkins. You may proceed. 


32604—53———24 
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Mr. Torserr. Now I would like to comment on H. R. 4294. 

We have had specific experience with the existing Trade Agreements 
Act and its administration. We, therefore, have a direct and immedi- 
ate interest in the action you take with reference to H. R. 4294. 

The groups I represent are in favor of the passage of H. R. 4294 as 
it stands. 

A few comments on our own experience may help you appreciate 
the importance of some of the changes made by this bill in the provi- 
sions of the Trade Agreements Extension Act of 1951 under which 
the program has been operating. 


ESCAPE CLAUSE APPLICATION 


The vitrified china industry applied for escape clause action on 
February 11, 1952. By the time a decision was announced a year 
later—February 6, 1953—the Commission had been reduced to a four- 
man body. 

Our situation fulfilled each of the basic injury criteria as set forth 
in section 7 B of the Trade Agreements Act of 1951: 

A decline in sales, an increase in imports, either actual or relative to domestic 
production, a higher or growing inventory, or a decline in the proportion of the 
domestic market supplied by domestic producers. 

I offer for inclusion in the record at this point a chart filed at our 
hearing showing the increase in imports and decline in domestic pro- 
duction, which was actual as well as relative. 

(The chart referred to is as follows :) 
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Mr. Torserr. The partial Commission decision a year later was 
against us 4 to 0, the reason given being as follows: That domestic 
production was higher than in the pre-World War II period and some 
companies had not provided desired accounting data. 

The Commission pointed out in justifying its action that domestic 
production had increased over prewar by some 400 percent, but chose to 
ignore the fact that chinaware imports from Great Britain had in- 
creased still more—over 1,000 percent over prewar. 

Mr. Jenkins. They still decided against you? 

Mr. Torsertr. Yes, regardless of that. As I said, we fulfilled every 
criteria of injury. 
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PERIL POINT AND ESCAPE CLAUSE 


We favor the ret tion of the per1l point and escape clause provi 
sions of the act een proposed in this bill. 

Section 3 and others: Tl » propos ed change from “serious injury 
to the domestic in¢ ustry,” ul der which th °C ommission has been acting 


ipriciously, to the more specific “unemployment of or injury to 


ks nerican workers, miners, farmers, or producers,” has our approval. 
Section 6 (a We applied to the Tariff Commission for escape 
clause action on February 11, 1952. The adverse decision by a four- 
man Commiussi« wa nno need 1 year later, on February 6, 1953. 
This unreasonable length of time for action on such an applica- 
tion, and wl 1 we re ipply before a full Commi sion we hope the 
6 mont mit provided in section 6 (a) 1 of this will be in effect. 
onths’ In t pl ded i ection 6 (a) 1 of this bill will be in effect. 
wait for an answer. It was our feeling that the staff of the Tariff 
Commission was intelligent and hardworking but that it was hampered 
by inadequate facilities and assistance. A study will doubtless show 
that to functio) prope rly and as 1 nded by the Congress, the staff 
\ df lities of the agency will cee to be strengthened. We hespeak 
l ni to th Sit int on at the same time that we ask for the 
)-1 { ( ma Cle in each case 
Section 6 We agree with the more precise spelling out of the 
1¢ eclie \ 1m be applied unde1 the escape clause in this section. 
Seet i Q_] We f or thi withdrav 1] of the liseretion formerly 
} 1?) i i vy the ( ore n putting he finding ana 
oT t! e Tar ff Commi on into effect. The Com 
binet department but a bipartisan, semijudicial 
ay. After a itter has been consi lered and decided under this 
Vv. it sh iid ot be subject to review o} change by any other depart 
nt 
It is futile and without real value to have a Commission, and for 
e part the arduous and expensive proceedings, if 
eed uy ire then to be set aside. 
Let me emphasize that this is not an infringement of Presidential 
} wers. inthe I ) therwise, but i mople withdrawal of congres- 


onal powers abd ited to the President to be exercised with« rut public 
hearings and without recourse as under earlier versions of P the law. 

Ssectiol | t: We favor in ‘reasing the Tariff Commission to seven 
members, avoiding the stalemate of 3-3 decisions under the added 
responsibilit : pI iced upon the Commission by this bill. 


FREE TRADE 


Ju st a word about the “Free Trade” campaign ; we hear much about 
the “Trade Gap” and the necessity for increased exports. It is difficult 
o understand the importance given this matter when one studies the 
facts. In 1949 United States exports amounted to 4.3 percent of our 
gross national product; in 1950, 3.6 percent; in 1951; 4.6 percent; and 
In 1952, 4.33 percent, or an average of 42 percent for a 4-year period. 

I have in my hand here a copy of the World Trade News, published 
by the United States Department of Commerce, July 16, 1951. This 
hart is headed in bold ty pe “Millions of United States Jobs Depend on 
Exports.” 
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Thirteen different groups are listed, and the total number of job 
nvolved is given as 1,685,000. This is 3 percent os the total United 
States labor force for 1949 a tian aig 4s t ial Industrial Cor 
ference Board. 

Thus it would appear that approximately 3 percent of our total 
labor force prod ces 4.2 percent of our oross natlol al proau Ct W h 
is exported. 

Is it conceivable that 4.2 percent of the production of the giant 
export industries warrants the sacrifice of the pottery industry and 
others now subject to foreign competition which a estimate 


employ four to five million persons ¢ 

Recently when I visited the office of a United States Sen 
told of ov r efforts to ke ‘ep our wi rkmen engaged, 
question, “If your plant was closed for lack of business, could your 
employees be transferred or absorbed by other industries ¢” 

I will present facts regarding employees of the pottery with which 
I am associated as a typical American pottery. Of our present em- 
ployees 3 have been with us over 60 years, 16 from 50 to 59 years, 
39 from 40 to 49 years, 103 from 30 to 39 years, 229 from 20 to 29 years, 
and 337 from 10 to 19 years, a grand total of 727 men and women 
with over 10 years of service. 

In this group are forty or more crafts, many peculiar to the ne 
duction of china. A large percentage of these employees own thei 
homes and have never had any other employment. Obviously, it is 
not only impracticable but inhuman to tri ansplant these men and 
women to other jobs in other communities, particularly when it can 
be avoided. 

And now, gentlemen, I have the privilege and the honor on behalf 
of my fellow workers, to present to the Congress of the United States 
a signed petition asking your cooperation in retaining their jobs. 
The petition reads as follows: 

We, the undersigned employees of the Onondaga Pottery Co., are familiar with 
the inroads being made by imported china on American production of china and 
respectfully petition vou to make laws that will protect our jobs. 

Mr. Jenxrtns. Does that complete your statement ? 

Mr. Torsert. That is all I have to say. 

Mr. Jenkins. We certainly appreciate your coming here and for 
your fine statement. I think this petition should go to the Congress 
itself and the committee clerk will see that it is so referred. 

Are there any questions, gentlemen? If not, we thank you again. 
I am sure if it was not for the fact that time was running short, the 
committee would be olad to ask youa lot of quest ions. 

If there is no objection, the committee will stand adjourned until 
1:30. 

(Thereupon at 12:10 p. m., a recess was taken until 1:30 p. m., the 
sade} 


AFTER RECESS 


The CHatrmMan. The committee will come to order 

The next witness is Mr. Joseph M. Wells, the United States Potters 
Association, East Liverpool, Ohio. 

Mr. Wells, we are glad to see you here. Will you give your name 
and the capacity in which you appear? Have you a statement that 
you wish to put in the record ? 
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STATEMENT OF JOSEPH M. WELLS, THE UNITED STATES POTTERS 
ASSOCIATION, EAST LIVERPOOL, OHIO 


Mr. Wetts. I have a copy of my brief. I would like to have, Mr. 
Chairman, entered into the record without reading it an excerpt from 
an address made by Mr. Leland Doan, president of the Dow Chemical 
Co., to the United States Chamber of Commerce meeting a few days 
ago. 

The Cuatrman. Without objection, it may be inserted in the record 
at this point. 

(‘The statement has been placed in the committee files. ) 

Mr. Wetis. My name is Joseph M. Wells, secretary-treasurer of 
the Homer Laughlin China Co., Newell, W. Va. I am presenting a 
brief for the United States Potters Association of East Liverpool, 
Ohio, the membership of which produces more than 80 percent of ali 
the tableware and dinnerware produced in the United States. 

When the original Trade Agreements Act was under consideration, 
and each time it has come up for renewal, we have appeared in appee- 
tion. We have always been heartily in favor of the announced objec- 
tives of the act “to expand foreign markets for the products of the 
United States” and “to reduce worldwide barriers to international 
trade” so long as there is an equality of sacrifice. 

We have failed to find any statement from our exporting industries 
to the effect that their shipments to foreign countries have been im- 
proved by the provisions of any trade treaty. This is easily under- 
standable since almost without exception, where foreign countries 
have agreed to limited concessions in tariff rates, they have promptly 
eliminated any effect of such concessions by the establishment of 
quotas, import licenses, exchange controls and currency devaluation. 
It is a fact, as proven by Department of Commerce listings of foreign 
import licenses and control regulations affecting exports from the 
United States, that there are more barriers to our trade and more 
discrimination against our goods than ever before in history, and that 
is after 18 years of the Trade Agreements Act. 

The only barriers that have been removed are those which existed, 
only in a limited way, in the 1930 Tariff Act, to the importation into 
this country of huge quantities of competitive goods at prices below 
the production cost of the American farmer, miner and manufacturer. 

Let us refer for a moment to the tariff rates in the Smoot-Hawley 
Tariff Act of 1930. For 20 years the New Deal and the Fair Deal 
have swamped the public with continuous and unending propaganda 
on the iniquitous duties in the bill. “Prohibitive” is the mildest of the 
words they have used. But I have yet to see a specific duty on a single 
commodity mentioned as an example. I am firmly convinced the 
reason is simply because there was no rate in that bill to which the 
term “prohibitive” could be honestly applied. 

I have talked with a great many producers of numerous lines, 
competitive with imports, and without exception they have told me 
that under the original 1930 duties foreign competitors were offering 
merchandise at prices they could not touch. 

Take the case of our own industry. The duty rate on decorated 
china in the 1930 act was 70 percent ad valorem plus 10 cents per 
dozen pieces, and this rate is still in effect on the cheaper grades of 
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decorated china which have always come from Japan. In view of the 
fact that the present average rate on all dutiable imports is only 
121% percent, there is no doubt the free traders would consider this 
70 percent an exorbitant and prohibitive rate. Yet the records show 
there was a steady increase in Japanese exports to this country under 
these rates from 1932 to 1937. Also a re petition of the same pattern 
from 1946 to 1952. Danian: those same periods we find a heavy de 
crease in American production of similar ware. The simple answer 
is, of course, that the American producer could not meet the Japanese 
prices in spite of the comparatively high rate of duty. 

While there is not the least doubt in our mind that the American 
economy as a whole has suffered from the administration of the 
Trade Agreements Act, we realize there is no possibility of preventing 
the passage of a new act at this time. We are therefore appearing in 
support of the Simpson Act, H. R. 4294. 

It is of paramount importance to our industry and the many others 
in our position that the decisions of the Tariff Commission on “peril 
points” and “escape clause” applications shall be final. 

Under our Constitution the Congress is empowered to establish 
tariff rates on imports. Under that power the Congress established a 
bipartisan Tariff Commission of men of integrity and long experience 
in tariff matters to carry out, as its agent, certain provisions of the 
tariff acts it passes. In the last two renewals of the Trade Agreements 
Act, in view of the indiscriminate and unjustifiable tariff reductions 
the State Department has been making in trade treaties with foreign 
countries, the Congress inserted the “escape clause”—the clear inten 
tion being to prevent American producers and labor from being ruined 
by foreign competition fostered by drastically reduced duty rates. 

Then we have the spectacle of the Chief Executive usurping the 
power of Congress by refusing to approve recommendations of the 
Tariff Commission under the “escape clause.” and arrived at only 
after long hearings and careful study of expert evidence from both 
sides. Certainly the President took such arbitrary action only on 
advice of the State Department, whose thinking was obviously domi 
nated by the mass production exporting industries, the international 
bankers, and representatives of foreign nations. The only possible 
conclusion was that Mr. Acheson and his cohorts had made up their 
minds, the State Department and not the Congress was going to con- 
trol the foreign commerce of the United States, the Constitution to 
the contrary notwithstanding. 

Now we have a new President and a new Secretary of State and it 
has been the fond hope of those industries being ground down by 
ruinous foreign competition, that we would find quite a different atti 
tude in the executive departments. That hope, I regret to say, was 
completely flattened by a speech made a few days ago by Assistant 
Secretary of State Morton in New Orleans. He said that H. R. 4294 
“would tear the vitals out of the reciprocal trade program.” And 
later in the same speech we find this gem: “Ac lution of such a bill 
would create consternation among countries of the free world and 
would lend credence to the Communist theme that the United States 
wants to sell but does not want to buy.’ 

In that connection, speaking aside from the brief, that particular 
position ane by Mr. Morton indicated that the Communist coun 
tries would be in favor of our establishing a reasonable protective 
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tariff for our products. That position was supported directly by Mr. 
Bedell Smith, in a talk before the chamber of commerce just the othe: 
aay. 
Now, I am wondering if these men’s interpretation of the Commu 
as authoritative as that of Karl Marx who wrote it. I hay 
tatement here made by Karl Marx in a speech he delivered before 
the Democratic Club of Brussels, Belgium, on January 9, 1848, as 
follov 


iking, the protective system in these days is conservative 
em works destructis res ip ld natic l 
e proletariat and | se to the uttermost p 


ystem hastens the > al revolution in this se 
or of free trad 


} 


. elieve that Moscow is more likely 
string along wn god, Karl Marx, than with Mr. Smith a 
Mr. Morton. 

The supporters of more orts of the « ompetitive line are taking 
a position that it matters not aoe happens to hundreds of Americ: 
industries and many thousands ef loyal American workmen so long 
as we do just exar tly what our foreign co mipetitors want us to d 
And to make sure we do nothing that might in any way offend our 
former enemies in Germany and Italy and Japan, our State Depart 
ment, without te LOW ledge and without investigs ition and in violation 
of our Constitution, must have the last word on the proper duty apply 
ing to each of the thousands of commodities on the import lists. 

Since this official s spokesm: in for the present Department of State 
makes it so clear there is to be no change from the foreign-trade 
policies of the Democratic administration, you can understand how 
fearful we are of a continuation of the provisions of the present act, 
which permits the executive branch to ride roughshod over the pains 
takingly worked-out recommendations of the Tariff Commission. 

It seems to be quite generally agreed that one of the first acts of 
the administration under the new trade agreements bill will be to 
work out a treaty with Japan. Under the “peril point” provision, 
both the earthenware and china branches of our industry are entirely 
confident that the experts of the Tariff Commission will not only 
find that any reduction in tariffs on either of these commodities would 
work serious injury to the industry and its employees, but that serious 
injury already exists under present rates. The situation in the china 
branch of our industry is so bad under the present rates in para- 
graph 212 that the Tariff Commission, in compliance with a Senate 
resolution, is now conducting an investigation under section 336 of 
the original Smoot-Hawley Act. 

In this connection we want to register as strongly as possible our 
approval of the amendment in H. R. 4294 permitting requests for 
tariff increases under section 336 on commodities where tariff reduc- 
tions have been made in certain trade treaties, and particularly that 
part of the amendment which makes mandatory on the President the 
findings of the Tariff Commission under section 336. 

We also support the proposed amendment reducing from 1 year 
to 6 months the time within which the Tariff Commission must make 
its report under the escape clause procedure. 
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We want to record our approval of section 10, relating to unfair 
practices in import trade; section 11, covering the application of the 
ountervailing duty remedy; section 12, eliminating the injury test 
nder the antidumping act; and section 14, adding one member to the 
Tariff Commission. 

Finally we want to emphasize our belief in the integrity and the 

telligence of the Tariff Commission. The Congress made it clear 

the present act they did not intend that any tariff reduction should 
made in any treaty that would cause or threaten serious injury to 
y domestic industry. They made it just as clear, and properly so, 

i the Tariff Commission with all its e xperience and knowledge of 
tariffs and foreign trade, after a thorough investigation, should be 
the determining agency as to whether injury had occurred or was 
hreatened. Congress did not say the findings of the Tariff Commis- 

hould be determined by the approval or disapproval of any 
ners n industry, large or small. They did not say any such find 

9 should be determined by the approval or disapproval of any 

onelin nation. It is contrary to common sense and to decent cons 
ration for the welfare of any segment of our population to wise 

e executive branch, without expert knowledge and without careful 

\vestigation, to veto any decision of the Commission. 

Mr. Chairman, that is the end of my formal brief, but after listen- 

g on Monday Mr. Strackbein’s presentation, and some of the ques- 
tions that were asked him, I feel it incumbent upon me to make a 
supplemental statement to the brief, which will only take a few 
minutes. 

What seems to have escaped the attention of those urging discrimi- 

ite increases in our imports, and particularly the large exporting 
industries, is the fundamental difference between imports of competi- 

ve commodities and those that are noncompetitive with American 
products, 

When we import the things that are not grown or mined or manu- 

tured in this country and can thereby increase our exports, then 
there can be no que tion but what our economy is benefited. When 
ve import the things that displace our own production, the resulting 
ffect on our economy as a whole is quite different 

In ake at the balance of trade which produces the so called 

‘gap, our Government uses the foreign v: alue of imports against 
nestic value of exports and comes up with a fieure that com 
y fictitious as far as the true values of jobs, hours of wor 
ves are concerned. 
Let us take a concrete example. The Department of Commerce in 
iving at their figures balances $1,000 foreign value of imported 
chinaware against $1,000 American value of cigarettes for export. 
Now, the landed “a of that $1,000 foreign value worth of china is a 
ttle over $2,000 and displaces at least th: re v' alue of American-made 
china, In predic ing that $2,000 worth of china the American manu- 
facturer has paid out $1,300 in direct wages to his employees. In 
producing the balancing $1,000 worth of cigarettes the American 
manufacturer has paid less than $100 in wages. 

Please note the difference of more than $1,200 in wages to the 
American workman when we make a typical export for import trade 
that appears “even Stephen” on our international trade books. Can 


d- 
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there be any question of the disservice to the American economy as 
a whole in ‘that sort of trade? Yet that is exactly what the “in- 
creased imports” people are asking for. I can only believe the great 
majority of them have no conception of what they are doing to the 
spendable and taxable income of this country. 

From another angle too many of us are mystified by the attitude 
of the exporting industries. Can they really believe that the English 
worker earning 60 cents per hour or the Italian earning 40 cents an 
hour or the Japanese earning 15 cents are going to buy as many Ame 
ican automobiles or vacuum cleaners or cigarettes as the America: 
worker averaging $1.60 per hour? The reports available on foreign 
production in the pottery industry indicate that with the installation. 
since the war, of the most modern machinery in England, Italy, and 
Japan, the output per man is practically equal to that in the American 
plants, and I am told that is also true in the plants making many other 
competitive commodities. So that on imports we are trading job for 
job, American for foreign. And when we trade $1.60 in the United 
States for 15 cents in Japan, the great American mass-production 
industries are certainly taking it on the chin if arithmetic is still the 
same as when I went to school. 

Now, I believe Mr. Boggs asked Mr. Strackbein on Monday whether 
his presentation was supported by the National Association of Manu 
facturers and the answer was “No.” The obvious reason is that the 
position of the NAM is largely dominated by the large mass-production 
and mass-employment industries. A majority of them, but not all, 
are still shortsightedly supporting the increased import of products 
competitive with American manufacturers. However, it must be un- 


derstood they are mass producers and mass emnpnegets because of the 


huge American market for their products, and not because of their 
exports. 

A short time ago the Department of Commerce issued an estimate 
that 1,600,000 American workers were producing for export. I believe 
this is a very high estimate because using the average annual wage and 
the percentage of that wage to sales, would indicate an export figure 
of around 15 billion. But let us take the 1,600,000 figure and com- 
pare it with the 4 to 5 million workers employed by the group repre- 
sented by Mr. Strackbein, whose wages are now being seriously reduced 
by the flood of imports comiag in under the drastically reduced tariff 

rates of the Trade Agreement Treaties. In all fairness should they 
suffer further reductions on the remote chance that one-third of their 
number in other industries might earn a little more? 

Finally, Mr. Chairman, I want to state again the position of the 
pottery industry in the United States as it has been presented many 
times before to the Ways and Means Committee during the more than 
60 years our representativ es have been appearing here. We welcome 
foreign competition for our American market in the commodities we 
produce on the same basis as the competition that exists among our 
domestic companies. But we cannot compete, without adequate pro- 
tection, with foreign producers whose wage rates are from one-tenth 
to one-third of ours, and where our labor cost is more than 60 percent 
of our selling prices. 

Thank you. 

The Cuamman. That completes your statement, Mr. Wells? 

Mr. We ts. Yes, sir. 
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The Cuatrrman. About how many people are employed in the pottery 
business in this country ¢ 

Mr. Weis. There are around 25,000 employees. 

The Cuarrman. Are these pottery plants distributed among several 
communities ¢ 

Mr. Wetts. They are. Not all of them but a great number of them 
ire located in communities where they are the chief economic source 
of income. In Ohio there is East Liverpool, Sebring, Scio, and East 
Palestine, where they are almost the only and leading industry. In 
West Vriginia we have Newell, Chester, and Paden City. In Penn- 

ylvania, we have Cannosburg and Falls Creek. In all of those towns 
here is no other industry that supports the economy of any conse- 
quence at all. 
~ The Cuarrman. This is repeating what you have said in a different 
vay, but the payrolls are the important part of the support of the 
communities; is that right ? 

Mr. Wetts. That is right. 

The CrairMan. I suppose many of those employees own their own 
homes; do they not? 

Mr. Wetrs. A great many of them do. We, as a matter of fact, 
found out that we had over 60 percent of the people working in our 
ndividual plant actually owning their own homes. 

The CuarrmMan. That isa very high percentage. If any one of those 
payrolls is exported to Europe as a result of the imports coming over 
here, then that community becomes a ghost town; does it not? 

Mr. We tts. That is right. Then you have a community that is not 
buying anything from these mass production industries who do depend 
on the American market for something like 90 percent or more of 
their business, and they are not getting any corresponding business 
from the workers in the small towns of England or Japan. 

The Cuairman. Let us take the case of a man working in a pottery 
plant. Sometimes it has taken him a number of years to build up a 
home of which he is very proud. 

Mr. Weuts. That is certainly true of our industry. 

The Cuarrman. That is his investment in hard work over a period 
of years and if the payroll that has supported him is transported to 
some other country, he loses that investment. 

Mr. Wetts. He has lost. 

The Cuarrman. And usually at an age when he cannot recoup his 
fortune and establish another home. 

Mr. Wetts. In the statement that was made this morning, Mr. Reed, 
by Mr. Torbert, he gave the percentages of employees in his pottery 
in Syracuse, N. Y., the number of employees that had been in the 
company starting over 50 years ago and he found 700 or probably half 
of them were over 20 years with that company. I can think of no 
better indication of how weak the position of the proponents of import 
trade of competitive articles is than that they step back and use as 
one of their excuses that the employees of the present small industries 
of this country would find jobs in the mass production industries. 
Their case cannot be very good when they use an argument that is so 
aireanr fallacious as that. It just could not happen. 

The CuarrMan. That is a very good point. I have been interested 
in this tariff situation for a number of years, and I am a firm believer 
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in the tariff. There are some developments here that we have to take 
into consideration. There are about 600,000 to 800,000 new employees 
coming into the labor market each year. If private enterprise is going 
to absorb that amount of new labor each year, how can they justify 
stripping these towns of their payrolls and destroying jobs? If free 
enterprise is going to continue to function in this country, a system 
which has given us this high standard of living, these annual additions 
to the labor force must be placed in productive employment. What 
is going to happen if we do not take care of these people? We hear 
so much these days about communism. If these people who come into 
the labor market every year cannot get jobs, do you not fee] they are 
going to become discouraged with the system of free enterprise 

Mr. Weis. There would certainly be a sizable proportion of them 
that would aan up by feeling that way. 

Mr. Chairman, that very point is an important one, because in the 
industries that are being hurt by foreign competition, they are em 
ploying any place from 2 to 25 times as many people as the mass pro- 
duction industries are. ‘As a matter of fact, the pottery industry em- 
ploys 25 men for each man that is employed in the automobile industry 
for the same dollar’s worth of product. So these are the industries that 
are properly situated to absorb, with expansion, a greatly higher pro- 
portion in respect to dollar of product than the mass production in- 
dustries are. These are the ve ry ones that will take care of that, if 
they om allowed *Rinaee ta 

The CHamman. There is a great differential in wages between the 
pottery workers here and siadh ar workers abroad. 

Mr. Wetts. As I indicated, the latest information we have in Japan, 
they are earning 15 cents an hour; in England about 40 cents, and in 
Italy, about 25, which is a tenth or a third or fourth of the pay being 
earned here. Mind you, they are using the same equipment we are 
now, and as far as we know, they are producing per hour at 15 cents 
per hour in Japan approximately the same amount we are producing 
at $1.60 an ho n the United States. 

The CHarrMan. One of your comp titors. of course, is Eneland. 
You have some competition from France, do you not‘ 

Mr. Weiss. That is right. France has started to import into this 
country a certain amount. It is not serious. Italy has become quite 
important. They have built very modern factories in Italy with ECA 
funds. 

Mr. Mason. With our money. 

Mr. We tts. That is right. 

The (‘HATRMAN. Ear m ( oF t] 1ese ¢c uuntries h as reduced the ir in come, 
excise, and other taxes, and thone reductions make another disparity 
in the cost of production. 

Mr. Wetts. Very definitely. 

The CHARMAN. So that fact places you at another disadvantage. 
You would not mind, would you, if this Congress would reduce income 
taxes ¢ 

Mr. We ts. I would try to survive that. That is one of the bad 
features, that we see our money building the modern facilities for 
competition in those countries, and of course the wage rates they pay 
leave us hanging on the vine. 

The Cuarrman. Thank you very much. 

Mr. Jenkins will inquire. 
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Mr. Jenxrns. Mr. Wells, I think it is generally conceded that the 
American market is the greatest market in the world. 

Mr. We ts. No question about that. 

Mr. Jenxrns. We are the greatest market in the world from the 
standpoint of our production and consumption. 

Mr. Weiss. That is right. 

Mr. Jenkins. Just like we brought out this morning about the 
railk producers who produce well and your group produces well. We 
roust guard our great industry from being forsaken to foreign 
interests. 

Mr. Wetts. Very definitely. That is one of the positions we take, 
that if it is necessary—of course, we doubt in our own mind to the 
extent at least we have been doing it—to contribute to the prosperity 
of these other countries, if that is necessary, then why pick on some 
of these struggling industries in this country who have high employ- 
ment and high wages, instead of spreading the thing over the whole 
American industry with taxes. That is much fairer. 

Mr. Jenkins. I do not want to take up any more time, but I often 
think of the story you told us about your visit to the department store 
in Pittsburgh when you saw the big display of pottery and you 
thought it was your own make and found out they were made in 
Japan. 

Mr. Weis. That is right. 

Mr. Jenxrns. I told that story many times, because it surely does 
prove what you say. I did not get quite the figure, but you say your 
companies and your associates produce a great percentage of your 
commodity. What is the percentage you produce ¢ 

Mr. Weis. Something over 80 percent is produced by the com- 
panies that belong to the United States Potters Association. 

Mr. Jenxins. That means 80 percent of all produced in the United 
States. 

Mr. Wetts. Yes. 

Mr. Jenkins. Therefore, you speak for that many. 

Mr. Wetts. That is right, sir. 

Mr. Jenxrns. You still have your plants at Newell ? 

Mr. Wetts. Newell, W. Va., right across from East Liverpool. 

Mr. Jenkins. Do you have any at East Palestine? 

Mr. We ts. No, but the association has companies in Sebring and 
Wellsville. 

Mr. Jenxrys. What is the reason that the production of china- 
ware has been confined to those places and has. not scattered out ? 
Many States have very little production of china. What is the reason ? 

Mr. Weuts. Originally they found in the Kast Liverpool district 
clay that could be used, about 120 years ago, for making the com- 
mon ordinary yellow bowls. The industry started doing that. Later 
on as they imported clay, at that time chiefly from England, to make 
fine whiteware, and the kind of china you saw this morning, the labor 
market was there, and the labor market was much more important 
than the raw materials, because the cost of raw materials in our in- 
dustry is not over 12 or 14 percent. So it was easier to bring raw 
materials in than to move the labor market out. 

Mr. Jenkins. Your labor market is especially skilled and it has 
come down from one generation to another ? 





368 TRADE AGREEMENTS EXTENSION ACT OF 1953 


Mr. Wetts. Yes, sir. In one family we have the fifth generation 
working for our company now. 

Mr. Jenkins. I refer you to the poem about the potter’s whee! 
which would be very appropriate to illustrate what we are talking 
about. 

Mr. Jenxins. There is just one thing further I want to ask you. | 
want to compliment you in bringing this idea in your statement wher 
you say: “We have failed to find any statement from our exporting 
industries to the effect that their shipments to foreign countries have 
been improved by the provisions of any trade treaty. 

In other words, our industries that trade with foreign countries, 
we are proud of them and we are glad of that fact, but they do not 
trade there because they have any “inducements by any cheap rates: 
they trade there because they have the skill in this country, they have 
the same thing you have, but there is a market in the other countries 
they can reach, and that is the reason they have gone there. But nov 
you are threatened with destruction, and they can still go ahead. 

Mr. Wetts. Yes. I have talked to the business machines industry 
and one of their representatives made a very strong statement, that 
he was positive that they had not sold a dollar’s worth of merchan- 
dise in a foreign country because any concession that accrued to them 
in a trade agreement. He believed that the trade agreements, as a 
matter of fact, were creating quotas and embargoes and special im 
port licenses that were hurting them more than they were inadbela: 

Mr. Jenxrns. I take it from your testimony here that your organ 
ization is thoroughly in earnest and anxious to have the provisions of 
this law changed so that you can get redress when you ask for it, 
when you are entitled to it? 

Mr. Weis. That is exactly it. We believe if it is left to the Tariff 
Commission which has had long experience and has experts working 
for them, that they will come to the right decision, and that decision 
should stand. 

Mr. Jenkins. That is all, Mr. Chairman. 

The Cuarrman. Mr. Simpson will inquire. 

Mr. Srapson. Mr. Wells, we were told, as I recall quite a numbe1 
of years ago, that when we sent an item overseas, it contains a labor 
content on the average of somewhere around 25 percent, and then we 
were paid for it in goods shipped back which contain a labor content 
on an average of 80 to 84 percent, which, as I view it, means that we 
are shipping in a product of labor from overseas and displacing our 
own workingmen here at a ratio of at least 4 to 1. 

Mr. Wetts. At least. 

Mr. Simpson. That is what you were driving at when you say in 
your particular industry what is shipped in here contains a labor 
force of 25 men used to make the $100 which applies against a ship 
ment from this country where the labor content is only one twenty 
fifth of that. 

Mr. Weius. Yes. 

Mr. Sumpson. You have a very high labor content in your product. 

Mr. Wetts. Yes; but as I mentioned in the brief here, that the net 
result that happens when you compare it to cigarettes or anything else, 
that the export we sent out there is $100 paid out in wages. On the 
import that comes in here we pay $1,200 in wages. 

Mr. Sowpson. That is 12 to 1. 
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Mr. Wetts. Yes. It is just absurd, it seems to us. 

Mr. Suwpson. We talk about lowering our barriers and permitting 
foreign nationals to come in here and make their homes, and we have 
onsiderable compaint against that. It is national policy that we do 
not permit them to come in freely. Yet we permit them to send 
n their products of labor and put out of work American citizens. 

Mr. Weuis. Yes. We are exporting jobs. If we are bringing peo- 
ple in here presumably they will get jobs, they will be producers and 

taxpayers. 

Mr. Stupson. They will also be consumers. 

Mr. Weuts. Yes. Whereas when we export the jobs over there, we 
cet nothing. 

Mr. Stueson. That is all. 

The Cuairman. Mr. Mason will inquire. 

Mr. Mason. You quoted Karl Marx as saying “Free trade hastens 
he day of social revolution.” I wonder if that is the reason all the 
propaganda coming out of Russia is for free trade for other coun 
tries to hasten the social revolution, but for Russia no free trade? Is 
that right 

Mr. Wents. It certainly sounds as if it could come from this phi- 
losophy originally of Karl Marx. 

Mr. Mason. I think there is a lot in that. 

Now, in your supplementary statement you emphasized the impor- 
ance of the type of imports that we should encourage, and perhaps 

» type of imports that we should not encourage, but on which we 
hou place quotas or tariffs. I think that is a very excellent pres- 
entation of a very important part of our problem. 

Mr. Weiss. That is right. 

Mr. Mason. These internationalists would do away with your pot- 
tery organization and a lot of others that do have a high-labor content 
and favor the mass-production industries, like the automobile indus- 
try, that have a low-labor content, so that they could ship over with 
the dollars that they get by shipping in to destroy yours. 

Mr. Wetts. Yes. In that section, Mr. Mason, we believe that if 
the American industries that are competitive with et that have 
competition coming from abroad, that if they had a fair share of 
the American mar ket, say 80 or 90 percent, that the increase in imports 
of noncompetitive products, coffee and tin and cocoa and manganese 
would much more than cover the dollar gap. There would be an 
automatic increase in those products. 

Mr. Mason. Might I put it on this basis, a horse-trade basis. When 
| trade a horse, I get one that I prefer to the one I had or one that 
will do me more good, maybe, or satisfy my purpose a bit better than 
the horse I get rid of, and the horse I get rid of maybe will satisfy 
the purpose “of the other chap much better than the horse he gives 
me. That is what I call reciprocal trade. 

Mr. Wetts. That is right. 

Mr. Mason. So that each one is benefited by it. I trade a trotting 
horse because I do not have any use for it, and get a saddle or a plow 
horse, if I have that use, and we both benefit. That is reciprocal 
trade to me. 

Now, then, I want to ask you this question. Why is it that we 
put a quota or workers coming over here by way of immigration 
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and say we cannot take more than that because it will hurt our own 
workers, but we do not and we hesitate in putting a quota upon 
goods manufactured over there by cheap labor and sent in here 
which actually does the same thing, destroys the jobs of our own 
men? Why do not the unions who are interested in the workers 
and labor make more of a fuss about that and say, “We cannot 
import cheap-labor goods any more than we can import too many 
laborers. 

Mr. Wetts. The net result, of course, as far as changing the jobs 
amounts to the same thing. As I mentioned before, when you bring 
in men you bring consumers, workers, and producers, and you get 
nothing when you export the jobs here. The unions have, Mr. Mason, 
in the industries I know about that are in the same position we 
are, consistently have come here and presented their case. Of course, 
the great international unions that are in the mass production indus 
tries are against bringing in foreign workers and raising the quota. 

Mr. Mason. Now, may I ask this: In my opinion it is very signifi- 
cant that those who want to destroy the Walter-McCarran Act, the 
immigration act, are the same group that want to break down all of 
our tariff laws, and put us at the mercy of outside labor, the same 
type of people. 

Mr. Wettis. That does not seem to be a fact. 

The Cuatmman. Mr. Sadlak. 

Mr. Saptak. No questions. 

The CHatrman. Mr. Goodwin. 

Mr. Goopwin. No questions. 

The Cuarrman. Are there any other questions? 

If not, we thank you for your fine presentation here, Mr. Wells, 
and the information you have given to the committee. 

Mr. Weis. Thank you. 

The ( Cu AIRMAN. The next witness is Mr. George B. Zahniser, pres- 
ident, Shen: ingo Potter Y; New Castle, Pa. 

If you will just state your name and capacity in which you appear 
for the record, we will be glad to hear you at this time. 


STATEMENT OF GEORGE B. ZAHNISER, PRESIDENT, SHENANGO 
POTTERY CO., NEW CASTLE, PA. 


Mr. Zauniser. My name is George B. Zahniser, and I am presi- 
dent of Shenango Pottery Co. of New Castle, Pa., manufacturer of vit- 
rified china. 1 have been with Shenango for 27 years and have ex 
perienced all phases of this particular pereae 

I appear in favor of the passage of H. R. 42% 

I realize that President Eisenhower has sa the position that 
the present act be extended for 1 year and I am confident that he wants 
this period solely to study the important problem you are here faced 
with. However, I fear that the President neither realizes that time 
is of “g essence to the many American manufacturers appearing here, 
nor is he aware of the large numbers of our working population 
ibs economic existence hangs in this balance. 

H. R. 4294 imposes nothing drastic. Fundamentally, it gives deci- 
sion-making power on tariff changes to a commission of experts, and 
thus relieves an alre: acy overburdened Chief Executive; further, it 
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ncreases the Commission to seven, an odd number, and thus conforms 
‘o the traditions of practically all our higher courts and commissions, 
which are constituted in odd numbers, to avoid stalemates. 

My company makes fine china, and we believe it is the finest in the 
world. About half of our business is in the heavier ware designed for 
lotel and restaurant use and the other half in fine dinnerware for 
home use, which is sold under the trade names of Castleton and Havi 
and. This is much more than a luxury business as | am sure that 
everyone in this room has at one time or another used our products, 
either in the Armed Forces, or in their daily work and travels. 

We believe that we lead our industry in the development and use of 
abor-saving devices. People come from all over the world to stud) 
ur methods in our plant at New Castle. 

I would like to depart from the statement for just a minute. Dur 
ng the summers of 1945, 1946, and 1947, I had occasion to observe in 
South America, in Germany, in France, Sweden, England, the proc- 

esses of fine china that are made there, and it is my considered opinion, 
hased on the meager facts that were at my disposal at that time, that 
our basie method of making fine china is more efficient than any other 
method of making fine china. I mean by that the number of man- 
hours that. it takes to make a place setting of fine china, either in bone 
china, or German porcelain or Japanese porcelain is more than in our 
plant in New Castle. 

In spite of this, ours (and also that of foreign china makers) is still 
asically a handcraft. Compared to most industries, the percentage 
f our gross receipts that goes for wages is enormous. And when | 
ay wages, I mean hourly wages, exclusive of salaries. This per 

ntage in the last few years has been at our plant: 

Percent Percent 
.6 | 1949 67. 

-1 | 1950-. és paey ; 59. 2 

2 ; ppcteh sido d ded 59. 1 

Pin, Mik, BONNE oicientabensana Recs 57.7 

That is an average for those 8 years of 61.6375 percent. 

Shenango’s average wage rate for all its employees is $1.61 per hour. 
Contrast this with 35 to 50 cents per hour, which we understand is paid 
to English and German china workers, and as low as 10 cents to 15 
cents to Japanese, and you can understand why I am here. 

Incidentally, as a matter of direct proportion, if 1 had English 
workers in my pottery, my wage bill would not be 62 percent. It 
would be close to about 17 percent. If I had Japanese laborers in my 
pottery, my wage bill would be around 4 percent, instead of 62 percent. 

We are able to keep going because the foreign china makers have not 
vet invaded the hotel and restaurant field, but it is only a question of 
(ime until they try to recapture this highly competitive business. 
They have hurt us deeply in our sales of fine china, as with their low 
wages they can underprice us, and this, my friends, they most cer- 
tainly do. I have no hesitation in telling you that our Castleton 

sales for 1952 were half what they were in 1949, and were substantially 
in the red. 

Fine china is priced in a unit called a place setting. consisting of 
five pieces: large dinner plate, salad or dessert plate, butter plate. e 
and saucer. Castleton’s 15 most popular patterns, constituting 


), 
» 
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‘ 
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percent of its sales, retail at an average price of $18 per place setting. 
Keep this figure in mind the next time you see a newspaper advertise 
ment fo nported ¢ hina. You will be sl iocked at the difference. faa 
also r¢ ember, we are not speaking of the easier and cheaper to make 
earthenware, but only of fine china 


» when housewives felt that it took an Englishman, 

‘renchman to make fine china, but we believe our 

i that feeling. Tiffany’s in New York City now 

lso Lenox, in addition to famous old English 

We are not asking for help because the for- 

eigners make a better or move beautiful product. As I said, we believe 

ours is the best and most beautiful in the world. I will show you 
some ee 

We men are not suppos ed to know what a beautiful thing china is. 
These are some of our new patterns which I say in beauty of perform- 
ance will compete with anything in the world. 

I would | ike to show you also three pieces I picked up in the city 
f Washington, representing the fine bone-china makers in England, 
and the fine porcelain makers in Germany, and, according to the buyers 
of the store, these are the most popular patterns in that store. 

{ would particularly like to call your attention to the prices on the 
back of that ware. You will find, for instance, that that plate you 
hold there, Mr. Cooper, is per place setting $21.75. This plate, the 
leading pattern in the store in Washington, sells for $14.75. This is 
the bone china and the leading selling pattern in the same store for 
$13.75. I am speaking now of a 5 piece place setting. And here is 
the German quality, which I consider equal at $9 even for 5 pieces. 

Mr. Stupson. In quality the American and these are approximately 
equal ? 

Mr. Zauniser. I say they are certainly equal. I think mine is better. 

Now. you gentlemen must remember our wage scale is an average 
rate of $1.61 an hour, and in spite of constant efforts, our industry will 
sot lend itse If to the mass pr \duction mac hinery that Mr. Henry Ford 
has developed. I wonder what his views on free trade would be if 
he were making china instead of automobiles. We believe we are 
as important to our city of New Castle as Mr. Ford is to Detroit. 
With a 50,000 population, we now employ 1,533 people, which pres- 
ently is about 12 percent of the industrial work force in this city. This 
figure, I regret to say, has dropped from over 3,000 employed in 1949, 
or 23 percent of the force at that time. We estimate that of our 1,533 
workers, nearly one-fourth are employed solely on fine dinnerware and 
receive an average hourly rate of $1.67. How long we can continue 
to aoe with foreign goods whose only attribute superior to our 
goods is a cheaper price is not hard to guess. It will not be long. 

I have spent a lot of my time ts ilking about my own company, but 
that is the one I know about, and I want to have facts before you. 
I have good reason to believe the entire American fine dinnerware 
business is in just as unenviable position and that scores of other 
American industries are similarly imperiled.- This time last year it 
seemed to be considered most reprehensible by some to speak out for 
American goods. TI was not, and T am not now, ashamed to speak for 
America first. If this country must periodically bail out the world 
with its great resources of production, those resources must be kept 
strong and the burden canal ly distributed. 
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I do not believe it is consistent for on the one hand the Govern- 
ment to store millions and millions of pounds of butter and cheese and 
n storing the cheese to protect the standard of living of farmers, and 
the other hand take jobs from the American potters. 

The fact that a particular industry does not lend itself to highly 
mechanized advancements should not penalize that industry and 
force it to carry a burden which should be shared by all. So long 

s American wages are high and our workers’ standards of living 
iets, and as long as foreign wages are comparatively insignificant 
and their workers’ standards of living correspondingly low, it is obvi 
ous that any industry that needs a lot of hands must fall and give way 
to foreign products without adequate protection. 

[ am afraid that the word “tariff” to many of our citizens is just 
. dim recollection of a very dry part of a history book. To us, and 
. great segment of America, it is vital. Let a seven-man Commis 
sion of experts, the United States Tariff Commission, gather the facts 
from each industry affected, and give them the power to decide the fair 
thing to do. Let us take tariff-rate setting out of the hands of so- 
called diplomats and professorial economists. Let us pass House bill 
1994. Thank you. 

The CuarrmMan. Have you concluded your statement ? 

Mr. Zanntser. Yes, sir. 

The CrarrmMan. I want to ask a question for a little information. 
Are you familiar with the ceramic course at Alfred University ? 

Mr. Zauniser. I am somewhat. 

The CHatrman. It is considered a very good college and a very fine 
ceramics course, is it not? 

Mr. Zauniser. That is true. 

The Cuarrman. Do you draw some of your help from there occa- 
sionally ? 

Mr. Zauniser. Wedo. We have 1 or Z ceramic engineers from there 
presently. 

The Cuarrman. I am very glad to know that. I have always been 
proud of that institution. You find them very efficient, do you not, 
from their training ? 

Mr. Zauniser. That isright. We have 4 or 5 great ceramics schools 
in this country: Ohio State, Rutgers, Alfred, Illinois, and we have 
some very fine engineers coming up in our industry which, as I say, 
does not need to take a back set in any way to any other industry 
abroad in its techniques. 

The Cuarrman. You have made a very fine statement here. Are 
there any question by the members of the committee ? 

Mr. Simpson will inquire. 

Mr. Simpson. I am very pleased that you saw fit to make the per- 
sonal application of your company and the importance of your com- 
pany to the community of New Castle, Pa, Certainly the loss of the 
industry which is suggested as more than a ——e by your state- 
ment would be calamitous to the community where only a couple of 
years ago you employed—— 

Mr, Zanniser. Three thousand people in 1949. 

Mr. Suwpson. People who are specialists ? 

Mr. Zauniser. Yes, sir. 
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Mr. Suwpson. And certainly the kind of people you would not think, 
no matter what a Government bureaucrat aon say, could trans- 
fer into the automobile-manufacturing business overnight. 

Mr. Zauniser. That is right; they cannot. 

Mr. Srupson. I presume you know that some report filed recent]) 
suggested that as the pottery workers were forced into idleness as 1 
result of tariff cuts, they could go on relief or could become mechanics. 
I cannot say very much. You know my position on this tariff situa 
tion. I am glad of the emphasis you put on your belief that a 7 
man Tariff Commission would be a material improvement over the 
operation of the Tariff Commission of its present setup of the 6. 
I am pleased to have that particular emphasis there, for I conside: 
that one of the extremely important provisions of my bill. 

That is all, Mr. Chairman. 

Mr. Zauniser. Mr. Simpson, I would like to point out to you th: 
New Castle, Pa., was the ghost town written about in 1933. It was 
the ghost town that the story was written about in Harper’s. 

Mr. Srupson. That is interesting. It is entirely different now, but 
it could return to that or some similar position if your business 
forced to close. 

Mr. Zauniser. I believe that. 

Mr. Stwpson. That is all, Mr. Chairman. 

Mr. Mason. I have one question, Mr. Chairman. 

The Cuarrman. Mr. Mason will inquire. 

Mr. Mason. If some of our internationalists succeeded in selling 
the pottery industry and all other industries with a high labor co: 
tent down the river in favor of the automobile industry and 1 o1 
2 of these mass industries so they can ship a little more abroad, 
will that harm or will that help the general economy picture of 
America, and our ability to be self-sustaining ¢ 

Mr. Zauniser. It will certainly in my opinion be harmful. 

Mr. Mason. That is all, Mr. Chairman. 

Mr. Zanniser. Mr. Mason, there is another point I think is im 
portant. You know we do not live by bread alone. These hand 
industries are still industries, some of the few left, that give personal! 
satisfaction to the people who make the product. You do not tur 
any screws when you make those plates. The individual’s person 
ality isin them. It is one of the few industries left in which workers 
get great satisfaction. 

Mr. Mason. That is pride in your work. 

Mr. Zauniser. That is right. 

Mr. Mason. The artist feeling. 

Mr. Zauniser. That is right. 

The Cuatrman. Are there any further questions? If not, we ce: 
tainly thank you for your presentation here. 

Mr. Zanniser. Thank you, sir. 

The Cuarrman. The next witness is Mr. F. E. Mollin, secretary 
of the American National Cattlemen’s Association, Denver, Colo. | 


STATEMENT OF F. E. MOLLIN, EXECUTIVE SECRETARY, AMERICAN 
NATIONAL CATTLEMEN’S ASSOCIATION, DENVER, COLO. 


Mr. Moutin. My name is F. E. Mollin, executive secretary, Amer 
ican National Cattlemen’s Association. 
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The Cuarrman. Are you asking to have your statement inserted in 
the record ¢ 

Mr. Motury. Yes, sir. 

The CuammMan. Without objection, it is so ordered. 

(The statement is as follows :) 


STATEMENT OF F. E. Moiuin, Executive SECRETARY, AMERICAN NATIONAL CATTLE- 
MEN’S ASSOCIATION, DENVER, COLO. 


My name is F. E. Mollin. I am and have been, for more than 24 years, execu- 
ve secretary of the American National Cattlemen's Association, with head- 

arters in Denever, Colo. Our membership is largely in the 17 Western States 
ind in the Southern States of Georgia, Florida, Alabama, Louisiana, Mississippi, 

d Arkansas. This is the principal area in the United States where beef cattle 
re grown with grass as the principal feed. In addition, we have a considerable 
cattered membership among feeders in the irrigated valleys of the West and 
n various of the Corn Belt and Eastern States. 

Our association has long maintained a policy relative to international trade 
favoring a reasonable degree of protection for American industry, labor, and 
griculture. Our latest declaration of policy on this subject was resolution 
No. 2 adopted at our Kansas City convention on January 7, 1953, which I quote 
below : 


“RESOLUTION No. 2. Wortp TRADE 


“Resolved, That the promotion of world trade should be on the basis of fair 
nd equitable competition and must be done within the principle, long maintained, 
that foreign products produced by underpaid foreign labor shall not be admitted 
our country on terms which endanger the living standards of the American 
workingman or the American farmer or stockman, or threaten serious financial 
jury to a domestic industry.” 

We are in accord with most of the provisions of H. R. 4294. We think the ex- 
tension of the Reciprocal Trade Act, which expires June 12, should be limited 
to 1 year. There are such rapidly changing conditions in the world today that 

is impossible to foresee important developments that may arise at any time. 

We think it of the utmost importance that the provisions of the extension act 

the protection of American industries, labor, and agriculture should be 
trengthened. We have no sympathy for those who advocate free trade, either 
sa manifestation of good will toward all, at the expense of Uncle Sam, or for 
the selfish purpose of encouraging greater imports of foreign products, either 
ndustrial or agricultural, in order that we may export more surplus products 
from this country. I see no gain to the United States in robbing Peter to pay 
Paul. Any legitimate increase in foreign trade on products that are not highly 
ompetitive should, of course, be encouraged. These free traders, however, who 
dvocate acceptance of imported manufactured products, even to the extent of 
osing up domestic plants and putting thousands of laborers out of work and 
then suggest that every effort should be made to find them new jobs, are, in my 
pinion, not even entitled to be considered true Americans. 

We favor the changes suggested in section 3, concerning the nature and extent 

f the injury to be considered by the Tariff Commission, in making its peril 

oint findings. 

We strongly favor the provision in section 4, making it mandatory for the 
President to follow the peril-point recommendations of the Tariff Commis 

m. It seems rather futile that the United States Tariff Commission should be 

sked to go to the trouble of determining the peril-point on every item being 

msidered for concessions in the making of trade agreements, and then giving 
the Bxecutive the power to completely ignore the recommendations of the Tariff 
Commission. Congress having surrendered its authority as the tariff maker for 
ur Government, it seems to me that it is of the highest importance that its 
uthority be delegated to an independent agency, such as the United States Tariff 
ommission, which would be free of political or other bias than to surrender it 
to the Chief Executive, who is constantly importuned by its own State Depart- 
ent to make concessions that may be in the interest of improving diplomatic 
relations, but totally without regard to the effect of such concession upon do- 
nestic industries, labor, or agriculture. 


( 
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The same argument applies to the change in section 6; it makes it mandatory 
for the President to follow the escape clause recommendations of the Tariff 
Commission. We also favor the reduction of 6 months in the time given the 
Tariff Commission to complete its study on any application made under the 
escape clause. In the administration of the reciprocal trade agreements it has 
seemed to us that the foreign party in the transaction has, in most cases, beet 
given the favored treatment. As an example, we received, recently, a foreig: 
agricultural circular, in which reference is made to the restoration of the quotas 
on imports of Canadian cattle into this country. These quotas have been in 
suspension since the beginning of World War II, until President Eisenhowe: 
proclaimed their restoration on March 2. The circular stated that the quot 
on cattle, weighing under 200 pounds, at the reduced rate of duty, was 200,000 
head. The second Canadian trade agreement established this quota at 100,000 
head. On inquiry as to when the 200,000 quota was established, I am advised 
that the “general agreement” on tariff and trade, signed at Geneva, October 30, 
1947, and commonly referred to as GATT, replaced the 1939 agreement wit! 
Canada. The quota on cattle weighing more than 700 pounds is 400,000 head 
These quotas are established on a basis that practically insures the movement 
into this country at the reduced tariff rates of all the cattle which Canada wishes 
to export. I see no occasion whatsoever for the increase in the quota of the 
cattle weighing less than 200 pounds from 100,000 head to 200,000 head. So far 
as I know, we have never received 100,000 head in any 1 year but our State 
Department is always willing to accommodate a foreign country which thinks 
that sometime in the future it might desire a larger quota. Under the present 
conditions these quotas are entirely meaningless 

We favor the provision in section 8 of the bill, to amend section 22, of the 
Agricultural Adjustment Act, which makes the acceptance of recommendations 
of the Tariff Commission mandatory upon the President and also reduces, by 
4 months, the time given for action. 

We also favor section 14, which would add 1 member to the Commission and 
thus avoid the strong possibility of a tie vote in the action of a 6-man com- 
mission 

Our industry, as I am sure you all know, has taken a severe licking in prices 
during the past 6 months, It seems almost unbelievable that such a tremendous 
price decline could occur in a period of general prosperity and with practically 
full employment at the highest wages ever paid anywhere. 

We were probably spared even greater price reductions by the fact that 
imports from both Mexico and Canada, during the past year, were far below 
normal due to the fact that foot-and-mouth disease existed in each country for 
part of the year 1952, and hence imports of cattle or beef products were banned 
for that period. When fully normal conditions are restored in both those coun- 
tries, we can expect a sharp increase in imports and very soon it may be necessary 
for our industry to appeal for restoration of tariff cuts previously made through 
application under the escape clause provisions of the act. Canada was respon- 
sible, last year, for the dumping into this country of approximately 60 million 
pounds of New Zealand beef. It came in largely in the month of August and 
the greater part of it was held in storage until our markets were already facing 
a demoralized condition due to heavy domestic slaughter. Then this New Zea- 
land product was dumped, particularly, in certain cities in Ohio, to the great dis- 
advantage of local producers, feeders, and slaughterers. 

Despite the fact that imports of live cattle or dressed beef were barred from 
both Mexico and Canada during a large portion of the year 1952, the imports 
of dressed beef and various other classifications of beef products, as shown 
below, for the years 1951 and 1952 were quite substantial. 
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eef, fresh chilled or frozen 
Canada 
MI ¥ 0 
ninican Rej 
lrel 


i 


Subtotal 


Grand total 


1 Boneless beef classification under ‘‘other meats’’ not included in first totals above 


We are firmly convinced that the economy of this country will not stand any 
further major tariff reductions ; instead the tendency should be, with bankruptcies 
and business failures on the increase, to give added protection to American 
industry, labor, and agriculture, and we solicit your earnest consideration in the 
final draft of this bill to that end. 

Mr. Morin. I am and have been for more than 24 years executive 
secretary of the American National Cattlemen’s Association with 
headquarters in Denver, Colo. 

I will not read my statement because of poor vision but I would like 
to comment briefly on some of the high points therein. 

On the first page of the statement we show the resolution adopted 
by our convention at Kansas City in January of this year in regard 
to world trade. We have followed, as I think you know, Mr. Chair- 
man, through all the years since the Rec iprocal Trade Act was passed 
a consistent. position in favor of giving a reasonable degree of protec- 
tion to American industry and labor and agriculture. We have not 
asked much in the way of special favors for our industry, but we have 
followed what we think is a sound policy in regard to reciprocal trade, 
and the tariff generally. 

We are generally in favor of the policies set forth in the bill H. R. 
1294. Tam particularly interested in the suggestion that the findings 
of the Tariff Commission should be mandatory. It seems to me just 
perfectly foolish for the Tariff Commission and its staff to spend as 
much as up to a year’s time in studying a tariff on certain important 
items and then give the President the power to throw out those items 
with a wave of the hand. I just cannot see that is efficient. 
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Of course, originally the tariff-making power belonged to the Co: 
gress, and if the Congress is going to delegate that power, it seems to 
me it ought to delegate it to the Commission rather than to the 
Executive. I am not saying anything against the Executive. I just 
do not think it is the way to do things. I think the Commission, if it 
has the responsibility of making these extensive studies, that the results 
of those studies ought to go into effect. 

There are two or three provisions of the bill that carry that manda 
tory provision, and the same argument applies to all of them. 

Now, we are not in sympathy at all with this demand of the free 
traders to take another big whack at the tariffs. We have not felt 
it so much in our own industry in recent years because we have had 
relatively high prices, possibly too high for our own good. We are 
suffering now as a result of that situation. We have had a decline 
in price in the last year of about 40 percent, and if we have a much 
further decline, the imports that are coming in from abroad are going 
to do a great deal more damage to our industry. We feel very 
strongly about it also from the standpoint of the general economy of 
the country. Of course, we realize that we cannot sell beef to laborers 
who are out of work, because their jobs were taken away from them 
by lowering the tariff and permitting some foreign country to take 
that market. 

Last fall I read an article in Business Week, and I had quite a bit 
of correspondence with the editors about it, and they advanced the 
suggestion that if in the process of lowering these high tariffs that 
everybody talks about, if it became necessary to put some of ou! 
domestic industries out of business, then of course the United States 

should try to find jobs for the people who had lost their jobs so that 
come foreign country could sell that product in this country. 

Is that not a remarkable philosophy, that we should deliberately 
set about to take jobs away from people and then say we will try to 
find them another job? People, in my opinion, just do not transplant 
very easily. When they get established in one place they like to stay 
there. They have their church: ties and school ties and home ties, 
and I think it is ridiculous that we should even consider taking their 
jobs away from them in order to lower the tariffs. 

[ do not have any sympathy for that kind of a program at all. 

In the last page of the statement, I show the imports of beef, 
dressed beef, canned beef, and other beef products for the years 
1951-52, and I think it is rather remarkable that with the Canadian 
and Mexican borders closed most of the time, during 1952, at least, and 
part of 1951, that our imports were still so substantial. We imported, 
as you will note, in the neighborhood of 300 million pounds of dressed 
beef and beef products in both years, a little more in the year 1951 
and a little less than 300 pounds in the year 1952. 

Now, with the foot-and-mouth disease conquered in both Canada 
and Mexico, there seems every reason to believe that we will have much 
larger imports. This does not include cattle. This is just beef. 
There has been a switch in the type of importation due to the war. 
In Canada they developed their packing industry during World War 
II considerably, so that from now on we will get more beef and less 
catle undoubtedly from Canada, and the same is pretty much true in 
Mexico. Their border into the United States was closed for severa| 
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years due to the foot-and-mouth disease, and they built these process- 
ing plants, or we built them, and they are finding it profitable to main- 
tain their labor in the packing industry down there. We think also 
they are going to develop more feed, so that the future of the imports 
from Mexico are probably going to be more in the way of fat cattle 

nd processed beef than in the past when it was mostly light stocker 

r feeder cattle. 

‘I hope that this committee will give most serious consideration to 

s bill. In my opinion the economy of this country just simply will 
not stand any further wholesale tariff cuts. It is amazing that they 
still put out the propaganda as though this is one of the highest tariff 

ountries in the world, when actually we are among the lowest in the 
rates of our tariffs. 

I believe that is all I should like to say, Mr. Chairman. 

Mr. JENKINS (presiding). I should like to ask a question. I wish 
you had taken more time, although our time is limited, on the figures 
on the last page. They indicate to me that there is a terrific volume 
of imports. 

Mr. Motu. I think it is rather remarkable, particularly in 1952, 
when you consider the fact that the Canadian border was closed much 
of the time in 1952, due to the foot-and-mouth disease, and the Mexican 
border was closed up until September 1952. We are getting imports, 
as you will note, from a good many foreign countries that we never 
used to get imports from. I might mention New Zealand. Due to 
the foot-and-mouth disease outbreak in Canada, Canada arranged for 
approximately 60 million pounds of New Zealand beef to be brought 
into this country, and then Canada’s surplus beef went to England, 

s a three-cornered swap to pay for this New Zealand beef that came 
nto this country. 

The sad part about it was that while the beef came in August largely 

f last year, it was held in storage until our own market was over- 
ane and then it was dumped, a lot of it in Ohio. There were 
numerous articles in the papers in the late winter showing sales of 
New Zealand beef in some of the biggest cities in Ohio. I think you 
ae | recall that. 

Mr. Jenkins. Yes. At the same time, about 3 or 4 months ago 
the price of cattle was very much depressed. 

Mr. Mourn. It is still very much depressed. We have been think 
ing every week for the last 6 or 8 weeks that we are about over the 
big run, but the Government comes out and says on April 1, despite 
the tremendous run of fat cattle during the first quarter of the year, 
and said we still had more cattle on feed than a year ago. We cannot 
ficure that out. But that is the Government figure. We are not 
out of the woods yet as far as the temporary oversupply of fed beef 
is concerned. 

Mr. Jenkins. What is the relative condition between the small 
packers and the big packers? In other words, the big packers have 
heir own business and have capital, but we have a lot of small pack- 
ers, and we have a lot in my section and all over the country. What 
is their status now ¢ 

Mr. Morir. I think the packing business is diversified more than 
it used to be. I have been connected with the cattle business for 47 
years. When I started with a big firm of cattle feeders in Nebraska 
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in 1906, you did not have many buyers for cattle except what were 
then known as the five big packers. We do appreciate the fact that 
now we have these numerous small packing plants scattered over the 
country, and I think it is a healthy condition. I do not know that 
they are in any particular trouble. I rather suspect: that the packers 
large and small are probably making a lot of money on these cattle 
this year. We had an oversupply due largely to the drought last 
fall. Cattle that would have stopped in the ‘wheat pastures of Texas, 
Oklahoma, and Kansas and stayed for a few weeks, and then brought 
on for feeding for later consumption, those cattle went through to the 
feed lots last fall, because there was no other place for them to go. 

The result was that we had a tremendous oversupply that came into 
the market in December, and has been coming since. 

Mr. Jenkins. A lot of people in the country do not know anything 
about the cattle business. ‘They pass a farm along the road and see 
the cattle, and think that is all there is to it. It has been my experi- 
ence that you have to be a pretty smart fellow if you are going to meet 
all the ups and downs in the cattle business and come ahead. 

Mr. Morur1n. One of our difficulties is that too many people have 
become ambitious to become cattle breeders. You have to know 
something about the business to make it successful. The result has 
been that in the last few years, instead of slaughtering a lot of the 

cattle that should have been slaughtered, they were put back into 
breeding of new herds. We have the highest number of cattle we 
ever had, up to nearly 94 million, and it looks, before we can stop, 
the increase will be close to 100 million. I do not think it is possible 
to stop it this year or next year, unless we should have a tremendous 
drought s itu: ition, whic h, of course, nobody wants. 

Mr. Jenkins. Mr. Holmes, a cattleman, will inquire. 

Mr. Hotmes. Are you apprehensive that the administration is 
going to lower the rate on the importations of meat in this country? 

Mr. Mot1in. I am apprehensive that if the same policy is followed 
that has been followed ever since the Reciprocal Trade Act was passed, 
the idea is that we have been going more and more on to a free-trade 
basis. You see you had the power to lower tariffs 50 percent in 1943 
and another 50 percent in 1945, so if you give them further power to 
lower tariffs, there is not going to be very much left in a lot of cases. 

Mr. Hotmes. My second question, what is the domestic output of 
meat in this country on a poundage basis, annually ? 

Mr. Mourn. It is in the neighborhood of 22 to 23 billion pounds. 

Mr. Hotes. That is including all meat? 

Mr. Moriin. Yes. 

Mr. Hoimes. And the importations you showed last year were 280 
million ? 

Mr. Morn. That is beef alone, and does not include live cattle. 
Tt does not include any other kind of meat. 

Mr. Hotmes. My third question, do you attribute the fall in meat 
prices to imports? 

Mr. Mourn. Not to any great extent. I do not so far. But as I 
stated, the imports from both Canada and Mexico, which are our main 
sources of competition, were at a relatively low ebb last year because 
of the foot-and-mouth disease. 
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Mr. Hoxtmes. Yes, I apprec iate that, and they necessarily had to 
be, too, for that strong virus that carries foot-and-mouth disease is a 
terrific thing to handle. 

Mr. Mourn. Yes, sir. 

Mr. Hotmes. Let me ask you one other question. Has there not 
entered into the meat raising business, a great number of people who 
have never done it before ¢ 

Mr. Morir. Yes, sir. 

Mr. Hotmes. Some 35 or 40 percent increase in these operations, 
and that is a tremendous factor, is it not, in increasing the animal 
population ¢ 

Mr. Mouuin. Yes. They are the last in and first cut. 

Mr. Hotes. ‘hey are the quick money operators, as they say in 
the business. 

Mr. Mouiry. That is right. 

Mr. Hoimes. They have not been through the ups and downs of 
the livestock business. So it is probably quite a revelation to them. 
There are plenty of ups and downs, as the operators will tell you who 
have been in the business for a long time. 

The Cuamman. Any more questions? If not, we thank you for 
your testimony. It has been very interesting. 

Mr. Morin. Thank you. 

The CuatrMan. The next witness is Hon. William S. Bennet, of 
New York City. We welcome you here, sir, as a former colleague. 
You rendered conspicuous service during your entire time here, and 
we are certainly proud to have you here today. 


STATEMENT OF HON. WILLIAM S. BENNET, NEW YORK, N. Y. 


Mr. Benner. Mr. Chairman, you are the 10th chairman of this 
committee in succession that has welcomed me to meetings of this 
committee. 

[ have complied with the rules of the committee and filed my 50 
copies of what I have to say. One fact has come to my attention since 
I prepared my remarks, and in the middle of my printed matter, I 
propose to ask to be permitted to interject one or two other remarks. 

The CuatrMan. May we ask, would you like to put your entire paper 
in the record ? 

Mr. Bennet. Yes, but I am going to read it. 

The Cuatrman. Yes, with the supplemental remarks you just re- 
ferred to. 

Mr. BENNET. That is right. 

In the 1953 edition of the Encyclopedia Britannica, their annual 
yearbook a 1953, there is a statement written by one of the officials 
of the Tariff Commission—not one of the Commissioners—whose 
ame unfortunately I did not copy, giving the sources of our imports 
by percentages, and the sources of our exports. It was interesting 
to me, and I think it ought to be in the record, The percentages are 
these : Latin America, one-third ; Canada, one-fifth ; Europe, one-fifth ; 
the Near East, one-fifth; Africa, 8 percent. 

When I participated in the consideration of the 1909 bill, we thought 
almost entirely of Europe. This gentleman who I take to be an ex- 
pert makes one comment which I think will be particularly interesting 
to the gentleman from Pennsylvania. He says that the striking event 
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in the year 1952 was the large increase in imports from the Near E 
and Africa. That would interest the gentleman who interrogat 
the prior witness, because those imports come—it is Mr. Mason oT 
illinois rather—come from the tropics. I cannot bound the N; 
East and nobody else can with accuracy. There is the new Near Ea 
and the Middle East, and both are, as I recall it, in the tropics, and their 
products are quite apt to be noncompetitive products with ours. 
we are glad to have them. 

Also, another combination of figures interested me. Latin Ameri 
one-third; Canada, one-fifth. If you will add those together, y. 
will find that now the majority—I think it is eight- fifteenths—of 0 
imports are coming from the Western Hemis sphere, and that fro. 
Europe, concerning which we hear so much, there is only one-fifth 
our imports now coming. 

Our exports are quite different. Europe, one-third. We take fr 
them one-fifth. She takes from us one-third of her total import 
Latin America, one-quarter. We take from her one-third of hi 
exports. She takes from us one-quarter of her imports. Near Ea: 
one-fifth. Just exactly the same percentage as imports. The rest 
of our exports are not itemized in that particular article, though 01 
course they are obtainable. They go to Africa and the rest of t! 
world. 

The principal reasons why I approve H. R. 4294 are two: 

First, it is a step toward reviving the protective tariff system und 
which our country “5 lived and prospered since even prior to t! 
first tariff act of July 4, 1789. 

Prior to that ie Pennsylvania, New York, and other of th 
Thirteen Original States had passed State tariff acts; so, all of o1 
country has been continuously under the protective system near) 
164 years, and some of it over 170. 

It was a phrase in the preamble of the 1789 Act which caused th. 
Supreme Court of the United States years later to decide that act 
to have been a protective tariff act. 

The phrase was copied from the Pennsylvania act which state 
that the law was being passed for the protection of manufactur 

Since July 4, 1789, our country, no matter what party was in powe 
has been continuously under the protective tariff system. 

Daniel Webster, himself a lifelong free trader, spoke and vote 
against all tariff acts from 1815 » to 1824. During those years he was 
a Member of both the House and the Senate, first from New Ham p 
shire, and later from Massachusetts. In 1828, stating that the prote 
tive tariff principle had become too firmly established in the Ame 
can system to be changed, his speeches and work as a Senator fron 
Massachusetts brought about the passage of the 1828 Protective Tariff 
Act. Both the Wilson Act of 1893 and the Underwood Act of 1913 
passed in Democratic Congresses were protective-tariff acts. Pre: 
dent Cleveland, though from party regularity he permitted the 189° 
Act to become law without his signature, denounced it because of thi 
protective rates that it carried. The Underwood bill carried rates : 
high as 60 percent. I know that to be true, because before that con 
mittee I represented some lace manufacturers, and we were given : 
rate of 60 percent. In all, we have had 26 tariff acts. 

The protective system is the result of practical experience. Earl) 
American statesmen read Adam Smith’s Wealth of Nations, a fre: 
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ide publication, published in 1776. They were, themselves, engaged 

a fight for freedom and the word “free” attracted them. The 
result was that the only prominent American, in the beginning, to 

lvocate the protective system was Alexander Hamilton. All the 

hers who made their views known were free traders. But when 
Pennsylvania and New York adopted tariff systems, and New Jersey, 
ng alongside them, adopted free trade, the leaders saw the benefits 

which the protective tariff syate m conferred and what happened to a 

tate, the industries of which had to pay a tariff to get their products 

to adjoining States, while com peting g produc ts from those States, 

: from Europe, came into their State duty-free. So views changed. 

In the First Congress, James Madison, himself a free trader, intro 
iced the highly necessary revenue bill, a straight 5 percent revenue 

t Ww ne no free list. Thomas Fitzsimmons, a Member from Philadel 
shia, moved the Pennsylvania preamble phrase as an amendment, and 

was adopted. The bill passed and became the second act which 
Pra Washington approved. Since then, no free-trade bill has 

r passed both Houses of any Congress. 

The economic history of our country under 164 continuous years of 
the protective tariff has been one of outstanding, impressive, and 
iparalleled success. In 1953, the output of our farms, fields, fac- 
ories, mines, and fisheries reached its highest aggregate point. So did 
our national income. We have confidence that in 1953 and subsequent 

‘ars they will go even higher. 

I might interpolate that that trend is continuing. The present fig 

es indicate that while our national income for 1952 was $288 billion, 

iis year it will be $304 billion. 

¥ resident Truman did us a great service in having prepared and put 

t his statement on January 14, 1953, as to our economic situation. 

My second reason is that H. R. 4294 is evidently a bill carefully 

awn by an expert or experts with the object of improving the finan- 

al condition of American workingmen, manufacturers, farmers, and 
miners. For reasons which I shall : state later, there is no objection to 
extending the foreign-trade agreements provision of the Tariff Act of 
930 until June 12, 1954. Having myself voted in the 61st Congress 
vith Representative Elvins, of Missouri, in his successful fight for 

iigher tariff rates on lead and zinc, I am naturally sympathetic with 
the proposed new sections 323, 324, 325. I lack sufficient information 
ind knowledge to comment on proposed section 322, and have grave 
doubts as to the wisdom of changing the bipartisan membership of 
the Tariff Commission. Woodrow Wilson, as a citizen, originally 
recommended that this Commission be bipartisan. I joined with 
others in the House in the 61st Congress in fighting unsuccessfully all 
of the night of March 3, 1911, and up to noon of March 4 to get the 
Senate bill containing that provision through the House. I still favor 
it. William H. Taft was President at that time, and he favored this 
provision, too. 

President Eisenhower is apparently opposed to H. R. 4294 except 
the first two sections. At any rate, he does not wish the remainder 
of the bill considered now. He makes this clear in his statement dated 
April 7, but read to the House April 13. The President is a great 
executive, one of our greatest, and possibly our greatest. He has a wide 
knowledge of our foreign relations. His recent speech to the assem- 
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blage of newspapermen here in Washington on April 16 received the 
approbation not only of the leaders of both our major political parties 
but, so far as we know, of the leaders of the majority parliamentary 
leaders of most, if not all, of the countries in Western Europe. 

But, having been a student of American tariffs since before 1900 
nearly 60 years—I think, with all due respect and deference, that the 
President and his advisers have not thought the question through. 
They evidently think that consultation should be first had with other 
nations. No nation, large or small, ever consults with any other nation 
as to its own tariff system. The one exception that I know of is that 
of the Schuman Plan nations (France, Luxemburg, Western Ger- 
many, Belgium, Holland, and Italy), which in 1952 agreed among 
themselves on the elimination of import duties and other trade re 
strictions on coal, coke, iron ore, iron, and steel, as between themselves. 
Possibly our own quota agreement on sugar might be cited as anothe: 
exception and here and there there are agreements by a limited num 
ber of nations on a limited number of items; but none of these includes 
the general tariff system of any country. 

For helpful consultation with the other 69 nations of the world, or 
with any of them, in relation either to our tariff or to theirs, the 
necessary, constant, common factors are completely and conspicuously 
absent. No two countries have identical tariff problems. Situations 
among nations differ widely. No other nation has either the same 
tariff problems as we do, nor the same situations. Yet, in drafting 
our tariff, both our special tariff problems and our various national 
situations must be taken into consideration. 

In 1951 and 1952, the countries which increased their tariff duties 
were Brazil, Colombia, Costa Rica, Western Germany (a new tariff, 
principally ad valorem, with the highest rate said to be 35 percent), 
Bolivia, Chile, the Dominican Republic, Mexico, Peru, Venezuela, 
Finland, Ireland, and Egypt. Colombia increased duties in 1951 and, 
in 1952, amended this new tariff by reducing tariffs on about 500 items. 
We are friendly with each of these countries. Nevertheless, no one 
of them consulted either ourselves or any other country as to these 
changes. If any had consulted us, what could we have done? Writing 
another country’s tariff for it would be a highly dangerous thing to 
attempt. We would certainly put ourselves, at the threshold, under 
the suspicion of having our own interests first in mind. If the advice 
proved good, we would get no credit for it; if it proved bad, we would 
be blamed and lose a friend. 

I am not forgetting that there is an organization known as the 
General Agreement on Tariffs and Trade. Whether we are members 
of it is uncertain. Our Congress has never ratified the act of the 
Americans who signed our country’s name to it in 1947, and the 82d 
Congress, in its extension legislation, said that this extension statute 
was neither an approval nor disapproval of this organization, which, 
incidentally, is ordinarily referred to as GATT. There have been 
37 signatories to GATT. Now there are 34, China, Lebanon and 
Syria having withdrawn in 1952. I understarid that none of the high- 
est parliamentary bodies of any of these countries have ever formally 
approved GATT. Some of the countries which increased their tariffs 
in 1951 and 1952 are listed as members of GATT, some are not. But 
they increase tariffs when and as they wish, without reference to 
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GATT. I recently wrote a letter on this subject which the New York 
Times did not print, but which your Chairman put in the Congres- 
sional Record of March 2, 1953. The Times subsequently printed a 
shorter letter of mine on this subject. 

Mr. E. Wyndham White, the executive secretary of GATT in 
Geneva, Switzerland, subsequent wrote me on one phase of this matter. 
His letter is instructive. I replied to it. As the time allotted alike to 
each of us is 20 minutes, I respectfully ask that these three documents 
may be inserted in the record of the hearings at this point without 
reading them. 

The Cuatrrman. Without objection, it is so ordered. 

Mr. Bennet. Thank you. 

(The documents are as follows :) 


GENERAL AGREEMENT ON TARIFF AND TRADE, 
PALIAS DES NATIONS, 
Genéve, March 6, 1958 
Mr. WiLLIAM S. BENNET, 
Care of New York Times, New York, N.Y. 


Dear Mr. BENNETT: I read with interest your letter in the New York Times of 
February 25 I do not wish to enter into the more general questions that you 
raise, but I would like-to comment on your statement that “there is no machinery 
to enforce any signatory power to live up to the GATT.” 

In fact the general agreement does provide for dealing with complaints by 
ndividual contracting parties that benefits derived under the agreement are 
being nullified or impaired, or that the attainment of the objectives of the agree- 
ment are being impeded. We have in fact had a number of cases of this kind 
of which I will only mention the two most striking. The first was a complaint 
that the British Purchase Tax was being so operated as to discriminate against 
imported goods. This charge was uplield and the general body of the contracting 
parties recommended the United Kingdom to modify the tax so as to eliminate 
the elements of discrimination. This recommendation was accepted by the 
United Kingdom and has been acted upon. In the second case the United States 
and Canada complained that Belgium had introduced discriminatory import 
restrictions directed against dollar imports, contrary to the provisions of the 
general agreement. At the last session of the GATT Belgium agreed to take 
steps to eliminate progressively these discriminatory restrictions. As regards the 
particular case to which you refer in your letter, I would point out that the re- 
strictions proposed by Belgium have not yet been imposed. If the Belgian 
Government were to proceed with the proposal it would be open to any other 
country affected to challenge Belgium before the contracting parties. 

I would not deny that the sanctions in article XXIII of the GATT are, on the 
face of it, not very impressive since all that the contracting parties can do is 
to authorize retaliatory action. I do not feel, however, that the world has yet 
reached the point where governments would accept international arrangements 
which involve penal sanctions. 

As I have said, our “complaints procedure” has not, on the whole, proved 
ineffective. It depends for its success upon the willingness of governments to 
make use of it, and secondly the willingness of governments to act upon the 
findings of their peers after an objective study of the facts. This is not always 
easy as you will appreciate from the very difficult question of restrictions imposed 
on the import of dairy products into the United States, which has been before 
the contracting parties for nearly 2 years without a satisfactory conclusion. 

Yours truly, 
E. WynpHaM Wuirte, 
Executive Secretary. 


Aprit 1, 1953. 
Mr. E. WYNDHAM WHITE, 


Executive Secretary, Palais des Nations, 
Geneva, Switzerland. 
Dear Mr. WHITE: Matters which are in my law office have delayed my replying 
to yours of March 6, 1953. I appreciate very highly that you took the time not 
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only to read my letter in the New York Times of February 25 but to write me 
so fully from your standpoint in relation to the phrase in my letter, “there is n 
machinery to enforce any signatory power to live up to the GATT.” 

As you indicate that you do not wish to enter into the more general questions 
that I raised, I shall limit this letter to a brief discussion of the phrase to which 
you refer. Incidentally, you may be interested to know that I wrote a muci. 
longer letter to the New York Times, which did not print it probably because of 
its length; so, I sent it to Representative Daniel A. Reed who had it inserted 
in the Congressional Record where you will find it in the issue of March 2, 1953 
at page A1066. I assume you have access to the Congressional Record. If not, 
and would like to read what I said which was more extensive than the Times 
article, I shall be glad to send you a copy of that portion of the Record. 

Iam a believer in the necessity of the United Nations. Our country went into 
the United Nations with our eyes open to the effect that we were for the first 
time in our history surrendering some portion of our sovereignty. We expected 
to, and I think have, lived up in full to the obligations incurred by our joining 
the United Nations. We assumed that other nations would. 

Whether we are in GATT is somewhat uncertain. It is true that our repre 
sentatives at Geneva signed the agreement. Whether they had authority to do 
so is a disputed question. You are familiar, of course, with the provision as to 
GATT which the 82d Congress inserted in the Extension Agreement voted by 
that Congress. It is gratifying to learn that the United Kingdom, in the case 
to which you refer, accepted a recommendation from the General Body of the 
contracting GATT parties and acted on it, and that Belgium, at the last session 
of GATT, agreed to take steps to eliminate progressively certain discriminatory 
restrictions to which the United States and Canada had objected. I am aware 
that the restrictions proposed by Belgium have not been imposed. Let us assume 
that the Belgian Government does proceed, and that when objection is made, as 
might happen, the Belgian Government calmly said that they intended to pro- 
ceed anyway. Just what could anyone do? 

One thing, of course, any signatory power can do as to any action by any 
other signatory power to which it objects: For instance, some nations object 
to our so-called “cheese amendments.” I do not like to use the phrase “author- 
ized retaliatory action.” I think the spirit of the language is that an objecting 
nation can enact legislation which, in its opinion, gives it an equivalent to the 
legislation complained of or action taken. 

I do not think, nor do I say, that the “complaints procedure” of GATT had 
proved wholly ineffective. I merely said, as you quote me correctly: “There 
is no machinery to enforce any signatory power to live up to the GATT.” Am 
I not correct in my belief that some nations have already enacted legislation as 
equivalents to the damage which they think that our “cheese amendments” have 
done to them? Hf we are actually a party to GATT, nations which have been 
damaged are authorized by GATT agreement to enact such legislation, and so 
far as the United States is concerned, I think we have reached the point where 
we “would accept international arrangements which involve penal sanctions.”’ 
At least, I have not heard any objection to the legislation which has been enacted 
or proposed in the case of our “cheese amendments.” I note, however, that in 
the last sentence of your letter you think differently on that subject than I do, 
but after all is said and done, if the United Kingdom had acted differently from 
what it did and Belgium had also pursued a similar course, what could the com- 
plaining nations have done? 

The grim and grisly fact is that sovereign nations can do things which are 
disereditable and wrong, and the only recourse that other nations have against 
such action is war, and nobody now dares go to war; so, if Belgium wishes to 
go ahead with her embargo against entry of foreign-manufactured automobiles 
into Belgium, no nation will start a war over anything like that, and other than 
war there is no machinery to enforce any signatory power to live up to GATT. 
Of course, we can pass legislation which you describe as retaliatory, but we 
could do that, GATT or no GATT, and, as a matter of fact, foreign nations have 
been passing legislation aimed at the United States influenced by our tariff 
legislation, and there is nothing that we have done or ‘could have done. 

Very truly yours, 
Wittam §. BENNET. 

P. S. Possibly some people would not understand exactly what I meant when I 
quoted with approval from your letter, “would accept international arrange- 
ments which involve penal sanctions.” This statement is to be considered in 
connection with your paragraph in relation to article 23 of the GATT. I take 
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that the last sentence of that paragraph described the “retaliatory action” 
which might be taken under article XXIII as a penal sanction. When I dictated 
1y reply, and made the quotation which I did, I intended it to refer only to the 
retaliatory action” to which you had referred. Taken in that sense, I thought 
nd still think that each government would accept an arrangement under which, 

we passed legislation which other members of GATT thought infringed on 
eir rights as to which they were authorized to take “retaliatory action” that 
ich Government would not object. I didn’t mean to use the phrase “penal 
inctions” in any broader sense than as applicable to your paragraph, 


\ Succtnct H1sTorRY OF THE AMERICAN TARIFF SYSTEM—EXTENSION OF REMARKS 
or Hon. Danret A. REED or NEw YorK IN THE House of REPRESENTATIVES, 
MoNnDAY, FEBRUARY 9, 1953 


Mr. Reep of New York. Mr. Speaker, I take pleasure in inserting in the Record, 
nder leave to extend heretofore granted, a letter written to the editor of the 
New York Times by Hon. William 8S. Bennet, a former distinguished member of 
he House of Representatives. 

Mr. Bennet has made a lifelong study of the American tariff system and is one 

the best-informed men in the country on this subject. I believe that this 
irticle will be of great interest to students of the tariff and its effect upon our 
une market and foreign trade in general. 

The article follows: 

JANUARY 22, 1953 
Eprror, New YORK TIMES: 

As the Detroit Board of Commerce is circulating a statement of policy o 
nited States foreign trade and foreign-aid policies which can be construed 
ind is so construed in some quarters) as advocating the adoption of a fre¢ 
rade policy for the United States, those, of whom I am one, who do not believe 

a free-trade policy for the United States have a duty to recall, dispassionately, 
o the public recollection a few uncontroverted facts. 

There are in the present Congress 96 Senators and 485 House members. No 
me of these was elected on a free-trade platform, or is a known freetrader. The 
ole freetrader in Congress in 1909, 1922, or 1930 was the late Ellison D. Smith, 

Senator from South Carolina, who voted consistently against the protective 
iriff provisions of the tariff acts of those respective years, so far as they came, 
ingly, before the Senate, and then voted against each of the bills on fi 
passage, 

Since 1856—96 years—the campaign of 1892 has been the only successful 
presidential campaign conducted on an antiprotective basis. A President, Sen 
ite, and House were all elected on that basis. Nevertheless, the act which the 
Congress sent to President Cleveland contained definite protective features. 
President Cleveland denounced the act as an instrument of perfidy and dishonor. 
However, as a matter of party regularity, he permitted it to become a law with 
out his signature. 

The House, immediately thereafter, elected in 1894, was overwhelmingly Re 
publican. President McKinley and a Republican Senate and House were elected 
n 1896, and the Dingley Tariff Act of 1897 was promptly enacted. 

In 1928 the Democratic platform contained the statement, “Some industries 
have been benefited by the tariff.” Since July 4, 1789, when President Washing 
ton signed the first protective tariff act (described as such later, by a unani 
mous vote of the Supreme Court) this country has never, at any time, been on 
i free-trade basis. The Underwood Tariff Act of October 13, 1913, passed by a 
Democratic Senate and House and signed by President Woodrow Wilson, was not 

a free-trade act. 

The present trade-agreement law has been on the statute books since June 12, 
1934. No person can point to one single American industry or one agricultural 
product which has been benefited by any of the agreements entered into under 
its provisions. At the time of the passage of the 1934 act, it was widely believed 
that the agreements made under it were really treaties requiring Senate ratifica- 
tion. However, the Congress which passed the act repealed the long standing 
law which would have permitted this question to be tested in the courts... The 
1934 act was a short-term act, requiring extension at intervals. Democratic Con 
sresses authorized these extensions from time to time. The SOth Congress, 


ai 
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elected in 1946, had a slight Republican majority in each the Senate and the 
House. It amended the act in a way which it deemed necessary and then ex 
tended it for 1 year The Democratic Congress, elected in 1948, repealed these 
amendments but the Democratic Congress, elected in 1950, reenacted more than 
the provisions enacted by the Republican 80th Congress. They are the law now. 
The Republican SOth Congress inserted a peril point provision, but did not 





legislate the escape clause because the escape-clause Inachinery was set up by the 
idininistration under a bipartisan agreement. The Democratic Slst Congress 
he peril-point provision in time so that it would not be invoked in the 
en-pending At ey agreement. The Lx cratic S2d Congress not only restored 
e€ pel point rovision but added a legislative requirement for the inclusion of 
pe « Ise trade agreements and set up criteria and machinery for the 
estic application of clauses 
Although have had Democratic Congresses continuously since 1933, except 
e SOth ¢ ress in 1947-49, the Democrats have permitted the Republican 
Pariff Act of 1930 to remain as our basic tariff law, with many of its provisions 
either ended nor affected by any of the trade agreements No other tariff 
t ] ‘ er el so long continuously on the statute books. 
\ feature of both the 1922 and 1930 tariff acts, recommended by Republicans 
endorsed by Woodrow Wilson, is the bipartisan tariff commission. Under 
it, the President, on the recommendations of the tariff commission, can increase 
r decre e any tariff rate, not to exceed 50 percent. 
Under this provision, Presidents Coolidge, Hoover, and F. D. Roosevelt each 
rate nder the escape provision, the Tariff Commission made 
wendations of tariff increases to President Truman, some of which he has 
yr tf and ners : 4 ich bh has rejected Cnder the escape provision, 
? dent Tr in, in the cases where he has rejected the Tariff Commission 
commendations, has been obliged to send his reasons for doing so to each House 
oneress 
Before saying something further about the reciprocal legislation, and what has 
been done under it, brief mention is made of the International Trade Organiza- 
tion Phi reanization was created by a meeting of representatives of various 
7 untries, including the United States, held at Habana, Cuba, from Novem- 


ber 147 to March 1948. Its provisions were not binding on any country until 
ountry had ratified it No one who was familiar with the history of the 
nited States and knew its firm belief in its independent sovereignty for this 
ntry, ever expected our country to ratify this agreement and it has not. 
ecent Congresses have not even reported it out of Committee in either branch. 
It is pr dead in this country Only one country, Liberia, has ratified it 
nceonditionally Australia ratified it on the condition that the United Kingdom 
d the United States ratify it, but this has not come about. 
President Truman, on doubtful authority, attempted to put some of its provi 
sions into effect through GATT. Under the Trade Agreements Act of 1934 and 
ts extensions, there has been considerable activity. 
Numerous bilateral agreements have been entered into with various countries. 


Under the law, when an agreement with, say Honduras, reduces the United 
States tariff on honey, it reduces the tariff on honey imported into the United 

es from every other country Therefore, one of the greatest beneficiaries 
! r these agreements was Russia which had benefited by every concession 
the United States had made to any country, without itself making a single 
reciprocal tariff concession, either to the United States or to any other country. 
\t a meeting in Geneva, Switzerland, in 1947 of representatives of countries, 


including the United States, which had entered into reciprocal-trade agreements, 
a general agreement on tariffs and trade was provisionally entered into. Ordi- 
narily, it is referred to as GATT. It has been amended at subsequent meetings 
and has received provisionally the approval of representatives of 34 nations. 
The representatives of the United States claimed authority for them to sign 
existed under the Trade Agreements Act. The existence of any such authority 
is gravely doubted. GATT has never been submitted to Congress for ratification. 
When Congress extended the Trade Agreements Act in 1951, it inserted a provi- 
sion that enactment of the extension did not indicate congressional approval or 
disapproval of GATT 

The seventh and most recent meeting of GATT was held at Geneva, Switzer- 
land, October 2-November 10, 1952, and an eighth session has been announced 
for September 17, 1953 


” 


\t this seventh session, Belgium, 1 of the 34 signatory powers announced its 
decision to first restrict, and later to bar, automobile imports so that by 1954 
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a virtual embargo on imports of foreign cars into Belgium would be n effteet 

Che plan is to foster the Belgian automobile ndustry by foreing outsic anu 

facturers to set up plants in Belgium and thus employ Belgian labor This deci 

sion, of course, runs directiv contrary t thre OVISIONS ¢ GATT, In i iu 

is can any other nation, can ignore GATT, if it wishes to Your representative 
n Geneva, commenting on Novembe 12. on this action of Belgium aid, intel 
in Che ren ) it ’ ‘ ! sO) ) en ' the ery 

ul v of trading natior ‘ =f b { in objective { 

ie since World IT | t ‘ | the v Ci rnime! | ! 
eve pretend that this a on ois ! S nt i ion as memb ( ( 
ene! wire it Nor can Be i er te eu i tcounti ‘ n \ } 
el i ice f-10a nents dithi ties 

! ist Ve her signat vy countries l pe and South America have 

riv disregarded their agreements under GATT Instances of ‘ \ 

ons by other countries are reported in the 14 m2 Vearbooks of the kney 

| [31 nl \ Phe se-ca | e am Vv Ww | ' 
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as exist in many countries, and various 

Probably our country resorts to fewer of such trade impediments than doe 
any other country of comparable international trade Why do not other coun 

s, with their commendable slogan, ‘Trade, not ait ever refer to what I 
have already pointed out, but also to the following? 

First. If some s in the Tariff Act of 1930 are felt to be too high, anyon 
American or fore can apply to the Tariff Commissioner for a reduct 
rates. That Commission, with Presidential approval, can increase or decrease 
any tariff rate up to 50 percent Some foreigners have acted under this st: 
tory provision and obtained reductions. Under the Trade Agreements Act, th 
provision applies, now, only to rates not changed by trade agreements. 

Second. In addition to the tariff increases already referred to, made by 
Presidents Coolidge, Hoover, and F. D. Roosevelt, President Trumaz index 
the “escape” clause of the present law, has, on the recommendations of the Tariff 


Commission, also made some increases 





Third. Many industries now have applications for tariff increases now pend 
under the “escape” clause 

Fourth. After 163 continuous and consecutive years under the protective tar 
system, the national wealth is now the greatest in its history. Read any period 
cal and President Truman’s message of January 14, 1953, for details 

Fifth. Of the 34 GATT nations, not one is on a free-trade basis. 

Sixth. About two-thirds of our imports, largely noncompetitive, come in duty 
free. 

Seventh. Our present tariff rate, as decreased by our bilateral agreement 
the lowest in our history—lower than the act of July 4, 1789, which had, at least 
a5 percent rate on each import. No free list at all. 

Bight. While our exports for the calendar years 1951 and 1952 each exceeded 
our imports, the difference, in each year was less than in any recent year 

Ninth. The suggestion that our country increase its exports 300 percent an 
nually is simply sheer nonsense. Our imports are made by individuals in ac 
cordance with individual needs and desires. The Government has no control 


over them 

Tenth. The tariff policy to which the Republican Congress is committed is 
that contained in the 1952 party platform Since 1861—91 years—when 
power, the Republican Party has legislated in accordance with every platform 
promise except its 1928S anti-lynching plank, which the Senate had the powe1 
to block. No other party in any country has as good a record as to following 
promises with performance 

Eleventh. The platform states: (1) We favor the expansion of mutually advan 
tageous world trade (2) To further this objective we shall press for the 
elimination of discrimination practices against our exports such as preferential 
tariffs, monetary license restrictions, and other arbitrary devices. (3) Our 
reciprocal trade agreements will be entered into and maintained [on a basis of 
true reciprocity and to safeguard our domestic enterprises and the payrolls of 


our workers against unfair import competition | (Matter in brackets supplied. ) 
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This is an American plank such as has been in every Republican platform 
cept TWAS) sine ISGO. “Mutually advantageous” means what it says; so 
es the next sentence There are many discriminations against our exports. 
fhe last sentence is plain: “True reciprocity” means that our higher standard 
of living, our higher wage scales, and the production of our own fields, factories, 


rests, and mines will be protected from unfair import competition made pos- 
ble by lower wages and lower standards of living in competing countries, 


No other construction of the language is possible. 


Cwelft Up to now, I have expressed nothing in the way of a personal opin- 

' I close with one Based on over 50 years in public life, I regard the 
‘ illed reciprocal trade legislation as the most potentially harmful business 
egislation that bas been passed since the Tariff Act of 1857. 


WILLIAM SS. BENNET. 
Mr. Benner. Iam aware, of course, of the appointment of the Con- 
sultation Committee, of which the Honorable Lewis W. Douglas is the 
ead. Similar studies were made, and some concluded in the previous 
a on. But the fact remains that tariff bills must originate 
he House of Representatives (United States Constitution, art. I, 
sec, na) and as a practical matter in this committee. The whole clV- 


ed world O\ 

Iwo reasons why no one ¢ me to the proposed extension are, first, 
0 one is sure exactly what we ap ae . if it were not extended and, 
econd, our tariff rates have been reduced to such a rate that the exist- 


In@ war is the o1 lv thn vg that saves us from sel ious economic disaster 


I might interpolate it Is my best re llection I am not dogmatic 
about it—that President Truman since the organization of GATTI 
has not utilized his power to make bilateral agreements with any 


country, but I may be mistaken. 

Few know that in the year 1791—162 \ eras ago—the overall average 

tariff percentage was 15.54 percent. tn December 1952, the overall 
ercentage (that is. on both dutiable and free imports in both years ) 

was 5.4 percent—nearly 10 percent below 1791. On the duti: able im- 

ports alone, the average percentage was 12.5 8 reent in December 1952 

When tariff discussions in Congress were active years ago, the Hon, 
orable Joseph W. Bailey, a Representative j= and then a Senator 
from Texas, the leader of the low-tariff movement in Congress, said 
that no tariff below 20 percent was protective. It was a revenue tariff. 

The newspaper: mgr, that citizens have organized a protective 
tariff committee which | American ae have joined. I 
am not a member of it, and eno only what LT read in the papers about 
it. One hundred and twenty-five seems a large number. However, 
there is such a committee and, undoubtedly, our low tariff rates are 
the reason for its organization. 

This is the organization, I assume, by which you were addressed 
somewhat fully earlier in the week. 

With whom will Ambassador Douglas’ committee confer? There 

re said to be 70 nations in the world; 60 belong to the United Nations; 
34 belong toGATT. Practically all have tariffs. It will not be safe, 
in the conferring, to omit any. And after Ambassador Douglas and 
his committee get through their consultations, their report will have 
to come back to the Congress. 

The President’s sole initial power as to legislation is to recommend. 
[f he recommends a treaty with these 70 nations, or leaves some out, 
it takes a two-thirds vote of the Senate to confirm it: and if the treaty 
affects the raising of revenue, the ratifications would probably be an 
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unconstitutional act. If he recommends legislation, the recommenda 
tion would come to this committee where revenue legislation originates. 

Some nations will not confer. Switzerland, for instance, has beca a 
re public since 1291, 662 vears. She has a tariff. She does not belong 
to either the United Nations or GATT. It is true that she made a 
trade agreement with us in 1936, but that was simply mutual conces 
sion between two friendly countries on a few items. We have done 
the same with 10 other countries, none ot whk h belo “” to GAT rs. 
No general tariff systems were involved in any case. In this way, 
we have gone about as far as we can safely go. 

Now I wish to interpolate a little. This week, after this was pr 
pared, I read in the newspapers that the President had in contempla 
tion the appointment of another committee. If that is so, what is 
to become of Ambassador Douglas’ committee, and what can either 
of them do? 

At my age—which you can rather guess from the time that I came 
to Congress, I was and I am a very thorough American—I am an 
omnifarious reader of the messages of the earlier Presidenés. Here 
are two things: 

Washington’s Farewell Address 

The great rule of conduct for us in regard to foreign nations is in extending 
our commercial relations to have with them as little political connection as 
possible. Europe has a set of primary interests which to us have none or a 
very remote relation. 

In 1823 when James Monroe was considering the Monroe Doctrine 
and Monroe was a far greater man than some historians give him 
credit for—he consulted both Thomas Jefferson and James Madison. 
Both hoped that something might come from it, but Jefferson wrote 
to Monroe: 

Our first and fundamental maxim should be never to entangle ourselves in 
the broils of Europe; our second, never to suffer Europe to intermeddle with 
cisatlantic affairs. 

Monroe took Adams’ advice and issued the Monroe proclamation 
in which we warned all of wo, sen at they could get no more territory 
on the Western He misp yhere by conquest, and at that time our country 
consisted of only a few States, 14 or 15, on the Atlantic seabord. 
We were weak in every way except one-—courage. 

I am also in favor of that part of this bill which makes the decisions 
of the Tariff Commission final. In my profession: al career I have had 
more or le Ss To do with the So-Cc alled congressions: il con mis ions —the 
Federal Trade Commission, the Federal Communications Commis 
sion, and most of all, the Interstate Commerce Commission. 

The law in relation to them is this: That Congress can lay down 

oper vy and then create an agency to carry out the sili vy. I think, 

s far back as President John Adams’ time, the courts decided that 

Congress under that interpretation could even select the Presi 
dent as an instrumental. Suppose what was put into the Tariff 
of 1922 was constitutional? But why do it ? 

Any President now, no matter who he is, is burdened to the limit. 
Why should he do over again the work which a Tariff Commission 
at present bipartisan—has already done with care and with highly 
trained technical experience ¢ No other congressional commission. SO 
far as I can recall, has that provision. 
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When those commissions act, if you want to review what they have 
done, you have got to go to the courts, which I myself as an attorney 
have done on occasion. The Tariff Commission ought to be placed, 
as this bill does, in the same position. 

Fortunately, some, at least, of the countries of Europe are recog- 
nizing that European countries themselves can do something. For 
centuries European trade has been hindered by the tariffs between the 
different Europe an countries and even between cities in the same 
country—for example, France and Italy. I have heard, but not veri- 
fied, that during a time when European production as a whole was 
increasing 70 percent trade between European countries increased but 
2 percent. This may be a United Nations committee report. One 
United Nations recent committee report is that the rapidly increasing 


production of the huge land Mass ot Russia, which has ho internal 


barriers, will by 1960 equal in volume that of the nine principal nations 
in Western Ie urope. 

Again, also, the Schuman-plan countries, already named, have taken 
the leads Stated briefly, the p proposal is to ms ake the aggregate area 


of their six countries a free-trade area as between themselves. Canada, 


Russia, and cor ee Units cd States already profit, within their ex- 
terior bow Ye aries, by the existence of such a tt ition in their respec- 
tive countries. This P lan, known as the Beyen plan, is at least receiv- 


ing serious study in these six countries. It is nothing new. The late 
Aristide Briand, the oreat Irench statesman, recommended a revenue- 
free United States of Europe at seal 10 years ago. 

I also call attention to the fact that there is somewhere in our State 
Depart nt a report known as the Taylor report, which is said to 
point out that European nations could sell more in this country if 
they exerted more merchandising activity. The report indicates that 
European countries seem to 20 On the theory that there is little market 
for manufactured goods in this country west of the territory covered 
by our Original Thirteen States on the Atlantic seaboard. Someone 
should tell them that there is a considerable portion of the United 
States west of that area in which there are ereat Seen markets. 
I am aware that while our average December 1952 aggregate tariff 
rate was 12.5 percent there are individual rates as pe as 50 percent. 

However, (1) about 95 percent of our tariff rates have now been 
agreed to either under bilateral agreements or under GATT; (2) as 
to rates not so fixed, anyone obj: ting to any suc h rate can file objec- 
tion with the Tai fl Commission: and (3) where rates have been fixed 
under trade-agreement provisions, a is no appeal to the Tariff 
Commission for review. 

I have heard recently, or read in the papers, that in a recent month, 
December, I think, that our imports exceeded those of any other 
nation. However, I have not been able to verify this statement from 
any authoritative source, although the indications are that it is 
accurate. 

I thank you. 

The Cuarrman. Are there any questions ? 

If not, we thank you, sir, for a very informative statement, and 
we are very glad to have enjoyed the opportunity of receiving your 
wise counsel. 


Mr. Bennet. I am glad to be here. 
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Mr. Mason. Mr. Chairman, I want to make a statement that that 
.s a very excellent historical account of our protective tariff, and as 
one member of this committee I am delighted to have it for my files 

Mr. Benner. Thank you very much. That is sufficient reward for 
all the work I have put an on it. 

The Cuarrman. Thank you very much. 

The CHaAatrMAN. The next witness is Mr. Charles B. J. Molitor of 
the American Lace Manufacturers Association of Providence. 

Will you give your full name and the purpose of your appearance 
for the record. 


STATEMENT OF CHARLES B. J. MOLITOR, THE AMERICAN LACE 
MANUFACTURERS ASSOCIATION, PROVIDENCE, R. I. 


Mr. Mourror. My name is Charles B. J. Molitor. I represent the 
American Lace Manufacturers Association of Providence, R. I. [am 
associated with the North American Lace Co., which company owns 
and operates lace manufacturing plants in Philadelphia, Pa., and 
Pawtucket, R. I. 

The American Lace Manufacturers Association membership repre 
sents 8&.9 percent of so called leavers lace production in the United 
States. There are 77 lace mills in production which are located in 
Rhode Island, Massachusetts, Connecticut, New York, New Jersey, 
Pennsylvania, Ohio, Tennessee, and Maine. Recently we have in 
filtrated Mr. Cooper’s State of ‘Tennessee. 

The largest concentration of production is located in the State of 
Rhode Island where over two-thirds of the mills are domiciled. 

Our industry like many hundreds of others, is indeed a small one 
Qur vearly product ion as reported by the last census of manufacturers 
in 1947 was $30,500,000; our yearly pay roll approximately $12,000,000, 

Though a small industry, ours is of most vital importance to the 
economic welfare of the State of Rhode Island, as I am certain Con 
gressman Forand will confirm. Rhode Island is currently suffering 
serious unemployment due to dislocations in the textile industry which 
are due to a large degree to foreign competition. 

As a matter of fact, the citizens of Rhode Island are very much 
disturbed by the present situation. This month a resolution was 
passed by the State legislature and sioned by the governor, which I 


shall quote : 


Memorializing Congress with respect to tariffs as affecting the Amer 
standard of living. 

Whereas it is necessary and desirable that our standard of living be main- 
tained at as high a level as possible and 

Whereas that standard of living, the economic welfare of our workers, the 
economic health and welfare of our American industries and agriculture and 
the good and welfare of our nation would be seriously and adversely affected by 
competition from cheap foreign labor : Now, therefore, be it 

Resolved, That the General Assembly of the State of Rhode Island respect- 
fully requests the Congress of the United States to lend its best efforts in mat 
ters involving tariffs and otherwise guard zealously and protect the workers of 
this country, American industry and agriculture and our American standard of 
living from the ruinous and destructive effect of competition by cheap foreign 
labor ; and be it further 

Resolwed, That the Secretary of State be and he hereby is directed to trans- 
mit duly certified copies of this resolution to the President of the United States 
and to the presiding officers of each honorable body of the Congress of the United 
States of America. 
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We in the lace industry know what the effects of cheap foreign 
labor can mean. Wages of French lace workers as of April 21 were 
but one-seventh of ours. 


Wh 


strete] 


ile lace manufacturing per se May not be characterized by any 
| of the imagination as essential, the industry has proven itself 
i most vital adjunct to war production through World War I and 
World War II. Millions upon millions of yards of mosquito and 
camouflage nettings were produced by our mills during both wars. 
Having had considerable experience, unfortunately, with the opera- 
the trade-agreements program, since its inception, we believe 
that we are qualified to present our views on certain phases of this 
subject. We do appreciate this opportunity of presenting them. We 
are not qualified, however, to address ourselves to sections 7, 8, and 
} of this proposed bill. 
In 1938, 1939, and the early part of 1940 our industry was being 
exterminated by a tremendeus influx of French imports, made possible 
by tariff reductions under trade agreements with France in 1936 and 


Great Britain in 1939, and consistently concurrent currency deval- 


The fall of France to the enemy in May 1940 ironically saved the 
industry from certain annihilation. We were again saved in 1950 
temporarily by another factor, namely the introduction of nylon and 
with a wage structure of but one-seventh of ours. Our problems are 
becoming further intensified daily. 

Since World War II further tariff reductions have been made on 
laces despite our previous difficulties at Geneva and Torquay as well 
as at Anne a hich have been followed by currency devaluations by 
competing nations almost immediately after negotiating trade agree- 
ments with them. 

More slowly than in 1939 to 1940 to be sure, but just as certainly, 
does our industry face eventual extinction through the currently 
ruinous competition of French laces which are landing at our shores 
at approximately 60 percent of American prices for exactly comparable 
articles 

Our difficulties have been brought about by repeated tariff reduc- 


] 


inder trade agreements and possibly to an even greater degree 


through currency devaluations following negotiations. In fact, more 
effective in bringing about a great disparity in wage costs and resultant 
prices between the United States and competitive nations has been 


currency devaluations. 


Our State Department has denied remedial actions even though 
specific provisions were included in agreements in the event of currency 
devaluations under the trade-agreements procedure of adjusting tar- 
iffs. To have done so no doubt would have created international 
incidents. 

We are opposed to the continuous and unstabilizing subjection of 
American industry. agriculture, and mining. and the jobs of our 
workers, to inter! ational logrolling and th perfidious bargaining 
practices Tor the past two decades. 

We oppose the policy of making pawns of segments of our economy 
for fancied diplomatic gains as has been done under the trade- 
agreements program. We believe that our tariffs should be adjusted 
to meet changing conditions on a fair and equitable basis in the 


constitutional manner by recommendations of our fact-finding body, 
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the United States Tariff Commission, with the consent of Congress and 
the President, and subject to judicial review. 

While we are opposed to the trade-agreements method of tariff 
adjustment, for practical reasons, we concur with our P oan in 
the extension of this program for 1 year, as set forth in this bill, with 
modifications. 

We make such endorsement in the light of our President’s determi 
nation to study this problem through an impartial committee which 
shall include, by all means, Members of Congress who are conversant 
with this important subject. 

We believe that a sincere, unbiased analysis of our whole foreign 
trade program with the aid of our congressional representatives is 
long overdue. 

Let us divest this study of the intensive propaganda and distortions 
that have currently been appearing in our press, ere we fall prey 
unwittingly to the Marxist preachments of free trade. 

We 1 commend changes in H. R. 4294 in those sections where the 
findings of the United States Tariff Commission are made mandatory 
upon the President, as in the cases of the peril-point and escape-clause 
provisions. 

We believe that such findmgs of the United States Tariff Commis 
sion, consistent with the processes of constitutional government, 
should be subject to the determination of ¢ ‘ongress through concurrent 
resolution and the President as well as subject: to judicial review sim! 
lar to those provisions in H. R. 2577, the so-called Scudder amendment. 

While we heartily agree in principle with the provisions set forth in 
sections 9, 10, 11, and 12 which are most essential to such legislation, 
we believe that a much more careful study should be given to them. 
It may be more appropriate that those provisions be given more ex- 
haustive analysis by the proposed presidential committee before enact- 
ment. 

We further believe that a provision for the automatic adjustment of 
our tariff rates in the event of currency devaluation should be in 
corporated in this bill. This is of utmost importance to any legisla 
tion dealing with trade between the nations in the light of our past 
experiences. 

No tariff rate, no matter how low nor how high, has any significance 
whatsoever unless it be tied to fixed rates of exchange between the 
nations. 

To sum up, we endorse the enactment of H. R. 4294 with the quali 
fications as e xpressed. 

We pray that this committee in considering this very important 
question, one that can well determine our economic welfare for the 
next decade, give every consideration to the safeguarding of the gains 
made by our American workers as well as to our national security. 

We are at the crossroads. We must choose now between maintain 
ing our standard of living or reducing it to the relative pauperism 
of the other nations of the world. The choice is yours. 

If I may digress from my statement for a minute to augment a few 
remarks we heard around the room, I will make the point which I 
believe is one of the most important ones—this question of labor in- 
volved in imports and exports. 

I am sure you gentlemen do not recall it, but in 1945 I submitted 
a rather exhaustive example of just that problem. To cite just a few 
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outstanding phases of it, I believe it bears repetition under these 
reumstances, 

In 1939 I] analyzed S514 million worth of imports of laces. At that 
time the industry, as I told you before, was suffering from this very 
serious competition due primarily to currency devaluation. Those 
lmports had a comparable value in the United States—bear in mind 
the value of those imports was foreign value—of $14 million. 

A careful analysis of those imports showed that the $314 million 
vorth of imports displaced $7,498,000 in American wages. At the 

une time I analyzed 28 of our exportable commodities for the labor 
content in the production of those articles. I found exactly this: 
[f an average of one-half of those 28 commodities were exported, we 
ould have employed 225 workers—and I should have added before, 
e displaced 498—in the export of these 28 commodities we have 
i iploye d 225 workers. We would have paid them $336,000. 

lo bring to the workers of those 28 industries the same amount 

dollars of v ages that were displaced D4 the lace workers, namely, 
37.498,000, we would have had to export 5109 million. 

I would like to pick out 1 or 2 of these items to show you how 

worked indiv duall We would have employed 2585 workers 
automobile industry and paid $568,000. Cigarettes, an item 


1 4 ] " }  F . . 
nentioned around the room, we would have emploved Dub oF workers 





who would have received 888.750, and we would have had to « xport 
lion worth of cigarettes to return to our American workers 
the $7,495,000 that was displaced by the imports of only $314 million 
worth of laces. That whole complete record is in the hearings before 

s committee mm 19-45. 
unk you very much, sir. 
ie CHarrMAN. Are there any questions? Mr. Forand will inquire. 
r. Foranp. First, 1 want to compliment Mr. Molitor for his 
us rally fine prese tation of ‘ case. Ile has appeared before us 
committee on umerous OCCASIONS and each time he has clone a mar- 
velous iob. 

[ want also to pay my compliments to the American Lace Manufae- 
turers Association and for the labor employed by those manufacturers. 
lo miy knowledg« there 1s not a segment of industry in the United 
States where management and labor vet along so well tovet he r. | 
am sorry that the industry is not larger because it would be most 
helpful tous. It isa very small industry, employing a limited number 
of people. If it were many times its size, it would bring more satis 
faction and more contentment to many more workers. 

Mr. Mourror. Congressman, I could make some very good and valid 
suggestions to double the industry in Rhode Island if Congress would 
listen to me. 

Mr. Foranp. I am sure you could. That is all, Mr. Chairman. 

The Cuarman. Any other questions ¢ 

Mr. Mason. Mr. Chairman / 

The Cuarrman. Mr. Mason will inquire. 

Mr. Mason. I am very much interested in these figures you have 


been giving as to labor displaced here as compared to the labor of our 
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exports. That is a subject I have been interested in for quite some 
time. First, 1 want to say that your statement, sir, is brief and to 
the point and specific, and that is the kind of statement we can 
make use of. 

Mr. Mourrer. Thank you very much. 

Mr. Mason. You have said that in the lmportations of lace, and the 
amount, value of it, and so forth, compared to the exports of other 
commodities we ship, that there are 4,000 of our people displaced by 
the value of these imports to the 250 or 300 who have been given work 
to manufacture what has been exported in place of the same value. 

Mr. Moniror. That is right, sir. 

Mr. Mason. That is a very interesting thing. I want to go back 
to our quota system. Under our immigration system, if we would 


let 12,000 lace workers come in to displace 12.000 of 


our | ice workers 
this ch ‘ap labor from Europe - there would be q iite a how] about it. 
would there not ? 

Mr. Mourror. That is right, sir. 

Mr. Mason. But when we let the work of 12,000 European lac: 
workers come in, which takes the jobs of ours the same as 1f we im 
ported the workers, then it is pretty hard for some people to get to see 
that itisona par. Why not be consistent 2? if we find that we must 
} ut quotas on the immigration of cheap labor in order to protect oul 
labor force, then why should we not put quotas on the amount of prod 
uct of the cheap labor that ean come in here to displace our workers? 
If we were consistent, would we not do that ¢ 

Mr. Moxrror. Certainly; most assuredly so. 

Mr. Mason. That is one thing I cannot understand. I cannot 
understand why so many of our people who are opposed to unre 
stricted immigration welcome unrestricted immigration in the form 
of cheap labor. 

That is all, Mr. Chairman. 

Mr. Monrror. If you wish it, | would be glad to re-present it for the 
record, j 

Mr. Mason. I would like to have it. 

The CHatrman. Without objection, it will be made a part of the 
record. 

(The material referred to follows:) 


WAGES DISPLACED BY IMPORTS 


Comparison of American workers and wages displaced by imports and employed 
in producing American exports 


French invoice value of importations for 1939 of 3 laces reduced 
under French treaty : Cotton laces, 12 points or finer; laces wholly 
or in chief value of silk; silk and rayon veilings (source U. 8S 


Tariff Commission “ $3, 550, 000 
Due to the depreciated franc the American value for these laces 

would have been about be $14, 000, 000 
American wages displaced by above importations of laces_- 4 $7, 498, 000 


American workers displaced for 1 full year 4, 998 
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(National Industrial Conference Board average factory wage, 72 cents per hour, 
1939, 52 weeks. ) 


American wages Dollar volume of 28 
involved in the American export- 
American . 
nus ire of : able products 
re workers em- 
eque] value ($3,- loved 52 necessary to ex- 
ee nC bl de 
950,000) in each a» ks at 72 port to return 
of 28 American sk Maan $7,498,000 
cents per ir 
exportable prod , per hour | wages to Ameri- 
s can workers 


000 3 $46, 860, 000 
74, 500 39, 493, 000 
, 300 2 8&7, 259, COO 
. 750 AC 301, 750, 000 
OF. QA 3 136, 497, 000 
200 5 170, 400, COO 
SOK RA 209, 450, 000 
0) 20¢ 5¥, 545, 000 
32. S00 355 19. 700. 000 
2, 000 5 187, 440, 000 
1M 645, 000 
300) 57 13, 600, 000 
SOO 275 33. 900, 000 
ape ind clo 950 353 50, 410, 000 
heir products except mé 
», 450 7 37, 630, 000 
050 35 9 7 000 
650 d . 150, 000 
juipment ) 150 10 3.3 000 
166, 850 59, 750, 000 
yetables and soups 504, 050 2 57, 450, 000 
5 250 3 3, 497, 000 
850 2 5, § , 000 
100 20) 5, 200, 000 
300 ¢ SB, ¢ , 000 
52, 650 2 73, 950, 000 
100 147 | 20, 700, 000 
700 175 , 580, 000 
5, 900 138 129, 575, 000 


925 109. 2 00 


498, 000 4, YOR 


States Census of Manufactures 


The Cuatrman. Mr. Goodwin will inquire. 

Mr. Goopwin. Mr. Molitor, one e> ore in your very fine state- 
ment aroused by interest. When you efer to the M: irxist preach- 
ments of eee ade, would you elaborate on that briefly ? 

Mr. Monrror. That has been quoted here pre\ iously by Mr. Wells. 
I can only re lr from memory, 1 not as exhaustively as Mr. Wells 
tated it, in substance like this: This is a speech made by Karl Marx 
before the Democratic Association in Brussels, Belgium, on January 
9, 1848: 

Generally speaking, the protective system is conservative while the free-trade 
system works destructively. It breaks up old nationalities and hastens the 
social revolution. Therefore, gentlemen, I am in favor of free trade. 

There 3 a little more elaboration, but that is the gist of the state- 
ment. 

Mr. Goopwiyn. I am sorry I did not hear Mr. Wells’ presentation. 
If I had, I would not have troubled you. 

The ee: I wanted to ask you about some of this foreign 
labor. I don’t know what the conditions are, but when I was in 
Europe many years ago I saw hundreds of children making lace, whose 
feet would not touch the floor. 

Mr. Mourror. That is right. 

The Cuatrrman. Are you up against that sort of competition ? 
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Mr. Morrror. Most definitely. And almost as insidious as that, 
considering man, the differentials in the wage rates for the most skilled 
worker, that is what is known as a twist hand, generally known as a 
weaver. In the United States our average wage rate is $3 per hour 
The wage rate in Great Britain is 5814 cents, and in France 38.9 
cents. In Great Britain they work 48 hours a week, in France 56, 
if you will. 

I would like to add that those wage differentials to a very large 
degree have been intensified by virtue of currency de\aluation. As 
a matter of fact, that 1s the crux of this whole situation. Were it not 
for our tariffs being tied in with trade-agreement programs, as I said 
before, that create international incidents when you dare change them, 
something should have been done and would have been done about it 

3ut every time we write a trade agreement, in a few days in some cases 
and in some cases a few months, the currencies are devalued and the 
whole relationship changes. 

That is why I say that any tariff rate, no matter how high or how 
low, has no significance whatsoever unless it be tied to a fixed rate of 
exchange. That is the crux of the situation. 

The Cuarrman. At that point may I ask, You have strict. laws in 
your State of Rhode Island, do you not, with regard to child labor? 

Mr. Motrror. Surely. 

The CHarrMan. In foreign countries they are not restricted. At 
least the children I saw, their feet could not touch the floor from their 
work benches. 

Mr. Mo.rror. These are some individual operations in lace manu 
tacturing. Here is one item of auguring, that is, changing patterns 
on the loom, changing from one pattern to another. These are figures 
in Great Britain, and, mind you, they are not our chief competition, 
which is France. These are current wage rates. In Great Britain 
they get nothing for making the change, in the United States they 
vet 1.80 an hour. For over 2 hours, in Great Britain they get 32.2 
cents per hour; in the United States they get $1.80 per hour. 

Another operation, called “cutting out,” in Great Britain they get 
40.75 cents; in the United States, $2.35. 

Tying in of warps, in Great Britain, 80.5 cents; in the United 
States, $7.20—81% to 9 times as much. Mind you, this is Great Brit- 
ain, supposedly one of the great advanced industrialized nations in 
the world where the rates are higher than in France. 

In Great Britain they get 6 paid holidays; in the United States, 7. 
In Great Britain for the paid holidays they receive $3.22. 

The Cuamman. You are speaking of a per diem basis? 

Mr. Mortror. I am speaking of a day. This is in Great Britain. 
They receive $3.22 a day for each one of these paid holidays. In 
the United States the rate is $18.80. That is the kind of competition 
we are up against, and those differentials have been intensified by 
this continuous, continuous, currency devaluation and always after 
we make an agreement. Asa matter of fact, we signed an agreement 
with Great Britain in 1939. Four days after the agreement was 
signed, Great Brtain devalued its currency even before the agreement 
was effective. We signed an agreement at Geneva to which France 
was a signatory. It was effective on the first of January. One the 
21st, France devalued its currency. That has been going on for vears 
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and it is the crux of this whole situation. I don’t think there is any 
| estion about it. ‘ 
The Cuairman. Are there any other questions ? 
If not, we thank you for your fine presentation. We are very glad 
o have those comparable labor figures brought to the attention of 
the committee. 


Mr. Motrror. Thank you. 


I’ following letter was later received for the record :) 
Pure LAci EMBROIDERY ASSOCTATION OF AMERICA, INC., 
Vew York, N. Y.. Man 19, 1953 
I DANIEL A, REED 
Chairman. Committes Ways and Mea 


House of Representatives, Washington, D.C 


Dear Mr. Reep: From an article which appeared in the New York Journal of 
ynmerce on May 1, we understand that Mr. Charles B. J. Molitor appeared 
before your committee on April 30 representing the American Lace Manufacturers 
ssociation and testified concerning H. R. 424. 
Mr. Molitor is quoted as having said that the domestic lace industry faces 
ventual extinction through the currently ruinous competition of French laces 
vhich are landing at our shores at approximately 60 percent of American prices 
for exactly comparable articles.” 
The American prices to which the representative of the domestic lace industry 
fers include the entire cost of distribution, advertising and profit, whereas the 
inded cost of imported laces does not include those costs or profits, nor do the 
inded prices include the protective duty \ comparison of the cost of production 
f domestic laces with the landed cost of i ported laces including the duty which 
is paid would disclose that American laces are fully Competitive, and many types 
luces produced by the domestic industry cannot be imported at all on a 
mpetitive basis 
lhe fears expressed before your committee are totally groundless as the facts 
ire that imports from France have been declining steadily in the past 3 years. 
Exports from Calais, the principal center for the production of French laces, as 
ertified by the Office des Changes in Calais are as follows: 


I ed S ( 
French franc id -_ 
. 356 000. 000 $9, SRE, 000 
2 56. 000, 000 7 202 000 
2, 182. 000, 000 6, 234, 000 
1 tra xchange 350 franes to 1 United States dollar. 
sti for exports from Caudry, another lace-producing center of France, 
\ is ir decline in exports to this country. 
Che fe ing quotation concerning the progress of the domestic lace industry 
ntained i he April 1953 issue of a leading textile journal, American Fabrics. 
ing statement appears on page 42 of that issue: 
Today there are 76 lace mills and S837 Leavers machines in the United States, 
equiring the services of nearly 10,000 people, who are responsible for an annual 


umn of business of approximately $35 million. It is a healthy industry, and 
se you are not close to this branch of textiles vou will be interested to learn 


‘ dustry is currently enjoying a decided upswing. 
\ s point one naturally asks oneself what the American lacemakers have 
tributed oy and above the accomplishments of the parent industry in 
irope. We have improved on the processing, we have streamlined factory sys- 
ve have invented methods of our own gut what does it add up to ulti- 
tel The a er is: Even more than most well-informed people appear 
Zz Briefly, the American lace industry has brought the price of its 
) t down to earth. In spite of the higher labor costs, it competes 

m-made laces.” 

I ‘ f Amer n Fabrics in this same issue acknowledged the help 


\ pre ration of that issue from several domestic lace manufac- 
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turers, and included the North American Lace Co., of which firin Mr. Charles 
B. J. Molitor is an important executive. 
We wish to state that the American lace industry has made excellent pi 


due to quantity pr Mluction, larger output per mal ‘hour, the addition of 
abor-saving devices, and superior dyeing and iinishing facilities. The princi] 
muterials used in the domestic manufacture of laces are cotton and nylo 
Che price of these materials in this country give the American manut 
an advantage over French and other foreign manufacturers 

The rate of Guty on con petitive imported laces range up to OD per 

vorem, and afford adequate protection to the domestic industry and worker 

We respectfully request that this letter be included in the record of the cu 
hearings on HL, R. 4204. 

Respectfully yours, 
LACE AND EMBROIDERY ASSOCIATION OF AMERICA, I) 


By Davin E. Scuwas, President, 
SYDNEY M. SrTrRaAvuss, Chairman 
Murry GoOLpsteINn 
Maurice MANDEL, 
Tariff Committee 
The CuarrmMan. The next witness is Mr. Frederick Dixon, president 
of the Amalgamated Lace Operatives of America, levers section, of 


Philadelphia. 


STATEMENT OF FREDERICK DIXON, AMALGAMATED LACE OPER- 
ATIVES OF AMERICA, LEVERS SECTION, PHILADELPHIA, PA. 


Mr. Dixon. My name is Frederick Dixon. I am president of the 
Amalgamated Lace Operatives of America, levers section, a national 
labor union organized some 60 years ago. I represent the twisthands, 

a trade name for skilled textile machine operators in the levers lace 
industry. 

So much has been said from public forums and in the press in sup- 
port of the trade agreements program and the more recent “trade 
not aid” movement, that it is high time that this subject be examined 
carefully in the light of practical experience. Consequently, my ap- 
perance is in fulfillment of our union’s belief that the trend toward 
lower tariffs has gone far enough. We are opposed to the extension 
of the Trade Agreements Act in its present form, and we want to 
record our support of H. R. 4294. 

Because the American Levers lace industry is one of the thou 
sands of small enterprises vulnerable to low-wage competition from 
abroad, unless it receives adequate tariff protection to meet that com- 

etition in its only market, the American market, it has long since 
wen termed “ineflicient” by the proponents of free trade. The term 
“inefficient” is easily applied when used for propaganda purpose 
but it holds no evidence of truth if effort is made to justify its 
application. 


It has been said that a levers lace machine is the most difficult and 
a ited textile machinery that the Ingenious mind of man has 

er been able to contrive Tt involves some 10,000 parts, pra tically 
all f them in motion. It stands 9 or 10 feet high It weighs over 
10,000 pounds, and requires some 500 square feet to house it. 

Neither mass production methods nor the system prey vlent i oO 
eoment ‘of the textile industry, whe ~ rn Wwe ive "operate 1a) rmore 
machines, are practicable or possible in the nee mndustr Q) 
ator to a machine is the practice the world ove) 
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single source of supply. The methods of production are similar im 
France and England, as in the United States. The skills of the 
workers here and abroad are the same. The disparity is in the wide 
difference in wages paid by competing nations for the American 
market. 

In this matter of differential in labor standards bet ween the United 
States and our competitors abroad, the existing wage agreement be- 
tween the English Lace Manufacturers’ Association and the Trans- 
port and General Workers’ Union, provides some interesting reve- 
lations. 

From review of the various ty pes of production we are able to deter 
mine that the English twisthand is paid an average of 25 cents per 
production unit, and 32 cents and 40 cents for various operations 
which prescribe hourly rates of pay. His counterpart in the domestic 
lace industry receives an average of 84 cents per production unit, and 
hourly rates of $1.85 and $2.35 for operations which differ in no essen- 
tial point from those engaged in abroad. For other personnel of lesser 
skills, the same trend is equally marked. When piece rates are not 
applicable, the hourly rate varies from 16 to 40 cents, according to 
age and sex. Wage rates in France, our principal competitor, are less 
than the rates paid in the United Kingdom, and approximately about 
one-sixth of the rates paid in the United States. 

As a prelude to what the future may hold, let us go back into the 
past since it provides examples of how low-wage production when 
coupled with tariff reduetions works to the advantage of the import 
trade. In 1934 the United States embarked upon its trade-agreements 
program, and within 2 years had negotiated an agreement with France 
which embodied major duty reductions on laces and nettings. 

With laces decidedly in fashion, France was able to flood our market 
with its products at rock-bottom prices. Its exports of Calais laces 
increased 155 percent. ‘Two other principal items increased more than 
2,000 percent above the preagreement level. Because France’s un- 
precedented prosperity had captured our market, the blow on the em- 
ployment opportunities of those employed in the American lace in- 
dustry was not long delayed. For more than 2 years our industry 
operated at a fraction of capacity. At the outset of our diminishing 
unemployment we conducted an industrywide survey of operating 
working schedules. Let us note the average working hours for the 
concluding weeks of 1937: 

September 24, 2414 hours; Octobe rr 1,25 hours; October 8, 24 hours; 
October 15, 2114 hours: October 22, 12 ene October 29, 1014 hours; 
November 5, 15 hours; November 12, 1614 hours; November 19, 1614 
hours; November 26, 14 hours; December 3, 19 hours; December 10, 
2) hours; December 17, 2114 hours; and December 24, 18 hours. 

Like many other affected groups, we made the journey to Washing- 
ton to plead our case for relief. The Tariff Commission agreed to 
conduct an investigation. Ten months ae by before the Commis- 
sion was prepared to release its report. Despite ‘the destitution which 
is the aftermath of mounting unemployment, the State Department 
refused redress to a situation which actually pleaded for correction. 
As a consequence workers are confronted w ith several choices, none of 
which are palatable to members of the trade-union movement. It was 
our final choice to voluntarily accept a reduction in wages to combat 
the inroads of foreign competition which had drained away the em- 
ployment opportunities of our workers. 
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The Levers lace industry comprises some SU mills, is located in 


the States of Rhode Island, Massne h setts, Connecticut, New Jersey, 
New York, Pennsylvania, Ohio, Maine, and ‘Tennessee. Be ause the 
bulk of the industry, comprising 53 mills in all, is established in Rhode 


Island, we are profoundly disturbed lest the free-trade program 
brings destruction and chaos to that area 

Rhode Island is well known as a small State. It pridefully boasts 
that textiles is its largest industry and the backbone of its economy. 
Less than 3} years ago, prior to the tariff discussion at Torquay, Rhode 
Island was designated as a distressed area and hope was expressed 
that Government business would be channeled into afflicted areas. 
Out of a total population of 700,000, 45,000 were out of jobs. Of this 
number, 25,000 had exhausted their unemployment benefits. [How 
much of this unemployment could be lodged against the trade-agree 
ments program is difficult to evaluate. It is reasonable to assume, 
however, that by reason of tariff reductions on many of its products, 
that a major part of the employment decline was promoted by the 
Imports ition of competitive commodities from abroad. 

Notwithstanding this serious situation, and contrary to the ex- 
pressed views of the entire Rhode Island congressional delegation, 
labor and management, the State Department persisted in its an- 
nounced intention to proceed according to schedule at the Torquay 
Conference. This effort to increase imports under such circumstances 
is a direct attack on employment opportunities and our oe of 
living. It is this sort of policy which gives rise to anxiety by the 
endangered workers of American industry, and emphasizes the folly 
of our present tariff program. 

The workers of the textile industry, already hard hit by a narrow- 
ing margin of protection, will be forced into more dire straits as 
domestic production is reduced in proportion to diminishing tariff 
protection. 

That we are dealing with a self-evident truth is borne out in a re- 
cent speech by Secretary of Labor Martin Durkin in connection with 
unemployment of textile workers at Lawrence, Mass., in particular, 
and New England generally, in which Mr. Durkin emphasized the 
afflicted communities helping themselves, together with liberal Gov- 
ernment encouragement and technical advice, and Federal loans to 
new business. 

It is no idle remark to say that the workers’ imme: surable gains in 
security and dignity is a aes isure of the strength of our case since it 
has enabled us to win one key battle after another for civilized work- 
ing conditions and wage scales whic th, through their increased buying 
power, helped build a steadily rising prosperity in many com- 
munities throughout the land. 

With all this phenomenal progress, of which we can be justifiably 
proud, there has developed a new slogan which its proponents conc ede 
will force many industries to close or severely curtail operations and 
prostrate the workers employed in such industries. This policy is 
more likely to buckle our national economy than to bridge the dollar 
gap. 

The workers so subjected would arrive at one of the choices I touched 
upon previously : 

To remain unemployed. 


32604—53——27 
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To engage in economic struggle with industry to retain cherished 
hina ican standards. 

To reduce their standards in order to compete with the standards 
of foreign labor. 

To face an exodus of industry to low-wage areas. 

What we are dealing with is a bread and butter issue in which 
millions of American wage earners, who have devoted the best part 
of their lives to a trade, hold a paramount stake. Nothing could be 
more inhuman than the proposal that they become pawns in a scheme 
for the Government to provide aid to displaced workers in the form 
of retraining and relocation where jobs are available. Retraining to 
what standards may we ask? 

The members of our union, with an average age of 44 years, are 
workers in an industry which has been charged as inefficient by those 
in the opposite camp. It might be assumed that inefficiency breeds 
a low-wage system. Nevertheless, wages earned by our members are 
equal to or exceed wages paid to any other group of craft workers in 
the textile field. 

If we are to preserve our standards, we shall need a tariff policy 
that requires foreign producers to enter our market on a basis fair to 
ourselves. As a consequence we support the passage of H. R. 4294. 

The CuarrMan. Does that conclude your statement ? 

Mr. Dixon. Yes, sir, Mr. Chairman. 

The Cuatrman. We thank you for your appearance. 

Are there any questions? 

Mr. Foranp. Mr. Chairman, I do not have a question, but I do 
want to say for the record that Mr. Dixon is highly respected by the 
members of the organization he represents. When he comes into 
Rhode Island, he is welcomed with open arms because the workers 
realize that he is fighting their battles. He has done so on a very fair 
basis. In fact, his actions always have been very commendable, and 
I commend to the committee serious consideration of the statement 
he has made. 

The CHarrMan. Tagree with you, he has made a very fine statement. 

Mr. Stmpson. Mr. Chairman, I have just one question. I believe in 
your statement you refer to machines that are used and made in Great 
Britain. ; 

Mr. Dixon. That is correct. 

Mr. Stmpson. Do you know why they are not made in this country ? 

Mr. Drxon. I really do not have the answer, but that is the source of 
supply, Great Britain. Perhaps patents involved may cover the situa- 
tion, I don’t know. 

The Crarrman. We thank you for your appearance and the in- 
formation which you have given to us. 

Mr. Dixon. Thank you, sir. 

The Cuarrman. There will be a brief filed by Mr. William Cohen, 
general counsel of the Schiffli Lace & Embroidery Manufacturers 
Association, Inc., Union City, N. J. The brief will be inserted in 
the record at this point. 
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(The material referred to follows :) 


STATEMENT OF SCHIFFLI LACE & EMBROIDERY MANUFACTURERS ASSOCIATION, INC., 
A REPRESENTATIVE TRADE ASSOCIATION OF THE AMERICAN SCHIFFLI EMBROIDERY 
MANUFACTURERS 


THE INDUSTRY DEFINED 


The Schiffli Lace and Embroidery Manufacturers Association, Inc., is a rep- 
resentative trade association composed of manufacturers of schiffli laces, lace 
articles, embroidered household articles, embroidered wearing apparel, hand 
kerchiefs and other embroidered goods. In addition, the industry manu- 
facturers approximately 90 percent of all of the shoulder patches and insignias for 
the Armed Forees of the United States and is considered a defense industry 
by the United States Government. The majority of the plants are in the New 
York metropolitan area and total approximately 500 units. Most of these units 
are located in Hudson and Bergen Counties, N. J., across the Hudson River from 
New York City, and comprise one of the chief economic units of this com 
munity. The industry is primarily concerned with the American domestic 
market and the uses of its products extend from the cradle to the grave. It 
manufactures for such diversified industries as infants and children’s apparel, 
dress, ecclesiastical, and casket trades. It is a machine industry in which 
large machines weighing over 8 tons each, and extending in length from 10 
to 15 yards, with overhead clearance of 14 feet, are used and special buildings 
are constructed in this entire area to house this type of machine. It is not 
to be compared with a sewing machine industry, but is in the nature of an 
assembly line in which thousands of identical reproductions can be made 
simultaneously, with the use of a single pattern which operates automatically 
at one end of the machine. It is an ingenious machine, invented by some of 
the foremost scientists in Switzerland and Germany, and the primary purpose 
and incentive for such invention was to produce more embroidery more quickly 
and cheaply, thereby reducing unit labor costs. However, although the schiffli 
machine produces quality embroidery in the most economical manner consistent 
with the American standard of living, nevertheless, its product is in direct 
competition with hand embroidery which is produced in all countries through- 
out the world, and particularly in the Far Kast and Europe. At the outset, it is 
important to note that 66 percent of the cost of manufacture of schiffli em 
broidery is in labor and, consequently, in considering the competition with hand 
made embroideries, the question of labor cost in foreign countries becomes of 
paramount importance in the consideration of the necessity of maintaining the 
present tariff level, in order to continue the stabilization of this industry. 


THE PROBLEMS 


1. Unfair labor competition——The bulk of the schiffli embroidery industry is 
located a ferryboat ride over the Hudson River from the New York market where 
the jobbers order the embroidery manufactured on their fabrics. However, prior 
to the war and from 1926, the American schiffli industry had been faced with 
the indisputable fact that merchants in the New York market could secure laces 
and embroideries cheaper from the Far East, Europe, and other world markets, 
than from the American embroidery manufacturers, and still earn a legitimate 
profit. The New York merchant has been able to purchase his laces and em- 
broideries outside of the United States for a cheaper price than sending them a 
few miles away to the New Jersey communities. No statistics are necessary to 
prove this point. Any labor statistics on the cost of production in low-standard 
countries is strictly illusory and not necessarily a reflection of the true situation. 
In most of the European countries and the Far East, we have a family-shop setup 
in the manufacture of handmade embroideries and laces. Hence, the only 
method of ascertaining what the competition is, is to actually see foreign em- 
broideries and laces on the American market sold at retail at a price that could 
not be produced by the American schiffli embroidery industry. Since most of the 
cost of productivity is labor, both in the machine and handmade industries, the 
economic result of the foreign competition resulting from low labor costs, has 
been to keep the American industry from 1929 to 1940, in a depressed, substand- 
ard, and hopelessly floundering condition in the American economic scene. 

The effect of the Simpson bill, if passed, will be to help eliminate the dangerous 
trend to American industry that has been developing, by the elimination of a 
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foreign policy of tying in foreign aid with tariffs. The theoretical aspects of the 
doctrine of “trade not aid” may be sound from an idealistic standpoint but from 
practical, commonsense approach, the effect of such a program upon American 
business, particularly the small-business man, will be to let American industry 


be at the mercy of every low-labor-standard country in the world, or in the cal- 
culated plans of every country that is indoctrinated with the principles of state 
monopolies in the export of their goods, and the use of such state monopolies 
to dump goods on the American market for dollar balances. 

2. Importance of industry to national security.—tt is important to remember, 
however, that in time of national insecurity and peril, it was the one and only 
industry the United States military forces could turn to for the manufacture 
of all the shoulder patches and insignia of durability and quality which the 
United States and its allies needed for their armed forces. During the war, 
SS percent of the industry was engaged in such essential war work and produced 
millions of dollars worth of insignia and shoulder patches considered vitally 
necessary for the morale of our soldiers and sailors. Now we are not going to 
urgue from the standpoint of national security that the items manufactured by 
the schiffli-embroidery industry are so critical that the security of the country 
vould be impaired if they were not manufactured; that argument would be 
thin and worn jut we do say that no industry capable of producing such a 
valuable military commodity necessary for morale, should be allowed, by any 
“trade, not aid” policy, to wither and become extinct because of the lowering of 
tariff rates so that a flood of competitive merchandise can come into the Amer- 
ican market as a result of cheap foreign labor. We sincerely do not think 
that such purposes were intended by the Reciprocal Trade Agreements Act. 

3, Stability.—The industry is presently in a good, sound, economic condition. 
it presently has a high-wage structure. It is engaged in an extensive promo- 
tional program in the United States to sell American products to the American 
people. It is trying to keep its skilled workers in the plants because it takes 
many years to train them. There are over 8,000 workers in the industry, with 
over 6,000 families directly or indirectly dependent in this particular community 
of Hudson and Bergen Counties, N. J., for a livelihood from this industry. The 
schifli-embroidery industry is considered a vital economic factor in this area, 
equivalent to the mines in the Pennsylvania anthracite region. It is an industry 
which migrated from Switzerland and Germany to this country. We have been 
advised that the American industry was founded in the United States at the 
request of official American Government sources, and to encourage such found- 
ing, for a period between 1909 and 1911, the importation of schiffli-embroidery 
machinery was permitted into this country duty free. From the very inception 
of the industry in this country, it has been faced with the continuous foreign 
competition resulting from Cheap labor and has in reality never been able to 
secure a toehold in the national economic scene in the country, with the exception 
of a few brief years during World War I and during World War II. Its present 
sound financial condition has primarily been due to the lack of foreign compe- 
tition, forcing the American jobber to seek the manufacture of laces and embroid- 
ery primarily in the American market. The jobber has not suffered; the Amer- 
ican consumer has not suffered, and the keeping alive of the embroidery industry 
is certainly beneficial to the military authorities of the United States. 

4. Effect of “trade not aid” policy on the American community.—The new 
concept of the administration of “trade not aid” in furtherance of the mutual 
security program is of definite concern to the schiffli lace and embroidery indus- 
try. The association has discussed this matter with 6 mayors of the 6 munici- 
palities in which the bulk of this industry is located. They express definite 
concern over any possible economic dislocation of the American schiffli industry 
in that area. They feel that no foreign policy which is a tie-in with the foreign- 
aid program, reduction of tariffs and other means of stimulating foreign trade, 
should be used to kill an American industry so that workers have to be retrained 
and perhaps relocated. It is their thought that such dislocation would definitely 
affect their whole community and educational system, thus creating a social and 
economic upheaval to which no realistic solution or answer could be found. It 
is also to be remembered that many of the workers in this industry are old men 
who have plied their trade for many years, and young men, ex-GI’s, who have 
entered the industry to make it their livelihood, what would become of them and 
are we going to let an entire American industry become demoralized because of 
a reduction in tariff duties in furtherance of a “trade not aid” policy? 

5. Comparative wage rates.—The emphasis on cheap labor in the Far East 
and Europe, as having a demoralizing effect on this American community is 
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not theoretical What the rates are in these countries is difficult to ascertain 
We know in Puerto Rico (an analogous situation) the rates are very low On 
the other hand, the minimum wage in the United States is 75 cents an hour, the 
American industry pays a range from 75 cents for beginners, to $2 for skilled 
workers, plus overtime, which makes for a substantial take-home pay This 
wage structure has definitely resulted from lack of foreign competition during 
the war period. It is clear, that if foreign competition is going to be increased 
because of a “trade not aid” foreign policy, the wage structure of this industry 
ill definitely collapse With 1 minimum wage in most foreign countries. we 
do not see how the American schiffli embroidery industry will be able to maintain 
an American standard of living under a policy of reduced tariffs and encouraged 
and stimulated imports. Another point along this line—w 
how the purpose of the act is to seek reduction in tariff rates and allow the en 
rance of foreign competition with cheap labor cost on the one hand, and on the 
other hand, have Congress increase the minimum wage of American workers 


cannot understand 





to a level consistent with the American standard of living We do not think 
that Congress intended such tariff concessions to be made to foster this unhealthy 
economic condition 

6. Forcign countries reciprocity It is our contention that the tariff reduc 
tions cannot be divorced from the plain fact that it is used by ma foreign 


al football in which it is perfectly proper for the United 

and still have the foreign countries by their import 

juotas, quantitative restrictions and the use of foreign aid money for the pur 

poses of building up dollar balances, thwart the very purpose of the Trade 

\greements law We say that any country which has a standard of living 
] 


considerably below that of the United States and imposes all sorts of restric 


intries as a politic 
States to reduce tariffs 








tions on exports and imports for political purposes should not be given tariff 
I wtions under the guise of benefiting world trade 

What we are trying to urge is that the American businessman is no fool H 
is not afraid of foreign competition; he is afraid of unfair foreign competition 


] 


which appears will be supported by the American dollar and ultimately by his 
own money as a taxpayer. The American economy was built up by initiative, 
ingenuity and a will to satisfy the consumer both by giving the consumer a 
quality product and by giving the average consumer a good wage. As stated, 
no one objects to foreign competition coming in under proper safeguards. The 
schiffli embroidery and lace industry, however, objects to an economic foreign 
policy of the United States which seeks to encourage countries to import com 
modities which are produced under labor conditions which are substandard, or 
produced and sold with subsidies by official government sources equivalent to 
dumping for the purpose of building up dollar balances over the dead bodies 
of American industry No tariff agreements should be utilized ever in the 
smallest degree for such purposes. It is our opinion, however, that such will 
be the condition if the “trade not aid” policy is pursued at the present time 

Another very important point to remember, as presently constituted under the 
law, dumping is very difficult to prove. In the embroidery and lace fields since 
every country in the world can engage in handmade embroideries, small quantities 
can come in from all parts of the world in such a manner that no one country can 
have a finger pointed at it as having subsidized its production. We feel, howe 
ever, that we should not wait for statistics and other difficult formalities to prove 
a point. The facts are there. Asa result of the lack of foreign competition, the 
American schiff_li embroidery and lace industry is today healthy. Economie 
history has proven otherwise when imports have come in in unlimited amounts 
from countries with an unbridled foreign competition, with lower labor standards, 
or from countries with high labor standards under a cartelized form of economy. 

In passing we might state that European countries today cannot even agree on 
a customs union or other economic unification. These countries have shown an 
unwillingness to eliminate import quotas quantitive and other restrictions which 
make a laughing stock of the trade agreements. So it would appear that the 
nature and effect of the “trade not aid” program in the case of laces and 
embroideries would be merely to create a chaotic condition in the American 
industry, with a demoralization of the economic, social, and political life to a 
whole American community, with no appreciable benefit to the countries favored 
under the Trade Agreements Act 

We believe that direct aid supported by the entire American public under 
direct supervision of a competently administered Government agency will reach 
the common man of the country aided, and will help to revive their spirit, 
culture, ingenuity, and creativeness so that a higher standard of living will 
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prevail, rather than encourage the low labor standard of competition by trade 
concessions which reduce tariffs and generally aid the middleman, The help that 
these countries need is a spiritual development in addition to an economic one. 
Direct aid has more chance of accomplishing that purpose without hurting the 
American public. Lower tariffs tend to hurt isolated segments of the American 
economic life which in turn create a vicious cycle and may eventually affect the 
entire American industrial structure. 


CONCLUSION 


In conclusion, we desire the passage of the Simpson Act so that American com- 
munities all over the United States will not be reduced to ghost communities as 
monuments to a policy which may wreck the economic life of its own citizens, 
to foster some theoretical idealism which may or may not be successful but which 
gambles with the economic life of millions of American citizens. 


ScurFFLI Lack AND EMBROIDERY MANUFACTURERS 
ASSOCIATION, INC.,, 
By Irvine Comora, President. 
By SeyMouk SCH WARTZBERG, Secretary. 
By WILLIAM CoHEN, General Counsel. 
The Cuatrrman. The next witness is Mr. L. Blaine Liljenquist of 
the Western States Meat Packers Association, Inc. 


STATEMENT OF L. BLAINE LILJENQUIST, WESTERN STATES MEAT 
PACKERS ASSOCIATION, INC. 


Mr. Liwsenquist. Thank you, Mr. Chairman. 

Mr. Chairman and members of the committee, I am the Washington 
representative of the Western States Meat Packers Association, Inc. 
Our association has 423 member companies engaged in packing and 
processing meat. Our members are known in the industry as independ- 
ent packers. They are located in the Rocky Mountain and Pacific 
Coast States. The president and general manager of the association 
is Mr. E. F. Forbes of San Francisco. 

In addition to testifying for the Western States Meat Packers 
Association, Inc., I have been asked by Mr. Charles B. Heinemann, 
president of the National Indeper ident Meat Packers Association, to 
speak in behalf of their organization also. The National Independent 
Meat Packers Association is currently having its annual convention 
in Chicago and could not be present at this time to testify before 
your committee. There are approximately 700 members companies 
in their association. 

We appreciate the opportunity to appear before you to express 
our support for the bill you are now considering. 

The independent meatpacking industry in the United States has 
recently faced tremendous competition from the large national com- 
panies. The four biggest packers have expanded to the point where 
they have 50 percent of the meat business. Ten large national com- 
panies handle 70 percent of the Nation’s meat supply, while the re- 
maining 30 percent is furnished by about 4,000 smail packers in all 
parts of the countr y- 

The independent packers are among the many thousands of busi- 
nesses in this country with high oper rating and labor costs that are 
strongly opposed to tariff reductions. We want to be protected from 
a flood of che - meat and livestock entering the United States market 
that is raised or processed by low-paid labor in foreign countries. 
We can cabin with the large packers in the United States but we 
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cannot successfully withstand the impact of large quantities of foreign 
produced meat. 

A strong and prosperous United States is the greatest asurance 
of peace in the world. If this country suffers a severe economic 
depression, it would seriously affect the economic conditions of other 
nations friendly to us and make it possible for communism to make 
additional inroads in many countries. Accordingly, it is of the ut- 
most importance that we do not unnecessarily jeopardize our own 
economic welfare. Further reductions in United States tariffs would 
be the means in our opinion whereby we would create unemployment 
and cause a great loss in national income. We must take whatever 
steps we can to stabilize the American economy at a high level of 
production and employment. We believe that means that we must 
maintain the small tariffs that are still in existence. 

During the past 20 years, our tariffs have been reduced one way 
or another by nearly 75 percent. We have imposed nontariff barriers 
very sparingly. Our average duty on dutiable items is today only 
about 12 percent. The inability of some of our industries and 
branches of agriculture to compete with imports without protection 
has caused the proponents of “trade, not aid” to declare that such 
producers are ineffcient, marginal, and uneconomic, and therefore not 
entitled to public support against annihilation. 

An important part of the production in this country is produced 
by individuals who are not employed in great factories operated by 
machines. The cost of labor is one of the largest elements of the 
cost of producing a great many of the things we use. Men and women 
employed in such businesses must look to the tariffs to protect their 
jobs. The removal of tarifs would cause a great many workers to 
lose their employment. This, of course, would reduce the national 
income and place so heavy a burden on taxes to care for the unem- 
ployed that is doubtful that our free enterprise system could 
survive. 

The American farmer and meatpacker is producing meat primarily 
for the United States market. Last year with only 6 percent of the 
land area and 7 percent of the world’s population we produced one- 
third of the world’s meat. Almost our total production is consumed 
in the United States. We are able to supply all of the meat we need. 
We are not dependent on foreign sources of supply. 

Contrary to the general belief, the United States is not a high-tariff 
nation. We rank below Britain, France, and Italy, and Switzerland 
in Europe; below Canada and Mexico in North America; below Argen- 
tina, Brazil, Chile, Colombia, and Venezuela in South America; and 
below India and Pakistan, Australia, and New Zealand in the Far 
East. This statement can be substantiated by official statistics. Yet 
it is still a common occurrence to hear the United States characterized 
as a high-tariff country. 

In 1952, our beef and veal imports totaled 280,071,000 pounds. Im- 
ports from Argentina led with 107 million pounds, followed by Mexico 
with 69 million pounds, and New Zealand with about 59 million 
pounds. Uruguay sent us almost 17 million pounds and Ireland about 
15 million pounds. Since 1948 we have been receiving approximately 
100 million pounds of beef and veal from Canada, but these imports 
were temporarily stopped in 1952 due to the existence of foot-and- 
mouth disease in that country. In recent weeks we have seen how 
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a few million pounds of foreign beef in a falling market can have a 
disastrous effect on cattle prices in this country. 

In the General Agreement on Tariffs and Trade signed at Geneva, 
Switzerland, October 30, 1947, and effective January 1, 1948, the im 
port duty on beef and veal, fresh, chilled and frozen, was reduced 
from 6 cents to 3 cents per pound—a reduction of 50 percent. The 
former rate of 6 cents per pound had been in effect since 1930—a pe- 
riod of 17 years. During the period from 1930 until 1948 dressed 
beef and veal imports from Canada to the United States averaged 
less than one-half million neo a year. 

After January 1, 1948, the Can: adian packer found that the redue- 
tion in the United States import duty from 6 cents to 3 cents per 
pound enabled him to enter the United States market and sell his 
product ata price below the cost of production in the United States. 
Therefore, imports of Canadian dressed beef and veal into the United 
States increased from 28,791 pounds in 1947 to 71,634,000 pounds in 
1948. By 1949, imp orts of Canadian dressed beef and veal jumped 
to 74,534,000 pounds and in 1950 were close to 100 million pounds. 

The 50-percent reduction in the import duty caused a serious situa- 
tion for the United States meatpacker in an area like Seattle which 
receives large quantities of Canadian beef and veal. The Seattle 
packers have wage rates 29 percent higher than their foreign com- 
petitors in Vancouver, British Columbia. For some jobs, such as split- 
ters, beef trimmers, and sausage stuffers, the rate in Seattle was 35 
percent higher than in Vancouver, and for power-saw splitters and 
truckdrivers the differential in rates was more than 50 percent. 

The Canadian packer is also favored by the fact that he can purchase 
livestock at a lower cost than his United States competitor and his 
overhead costs are lower. 

A little research work will show that the United States meat-packing 
industry profits are extremely low in contrast to other industries. 
Meat-packing profits average about seven-tenths of 1 percent for each 
dollar of sales. Packers make less margin that any other major indus- 
try, based on per¢ent of sales or percent of net assets. Consequently, 
the reduction of the import duty from 6 cents to 3 cents per pound in 

1948 has severely damaged meat packers in the United States, espe- 
cially in the Seattle area and in other areas near the Canadian border 
who have found Canadian beef and veal selling in their markets at 
prices below the United States cost of production. 

In 1950 the Western States Meat Packers Association made an 
application to the United States Tariff Commission for an investiga- 
tion of injury to the domestic meat-packing industry resulting from 
the reduction of the import duty. We petitioned the Tariff Commis- 
sion for relief under the escape clause procedure. 

Our application was filed on March 16, 1950. In June we were 
notified that % Commissioners voted for our petition and 3 
voted against it. Thus we received a tie vote, which under the Com- 
mission rules meant that there would be no investigation of injury to 
the domestic meat packers, and no consideration given to our request 
that the trade concessions made on fresh and frozen beef and veal be 
withdrawn and that the 6 cents per pound import duty in effect prior 
to January 1, 1948, be restored. 

In order to eliminate tie votes in the future we favor the provision 
beginning on page 21, line 11 of H. R. 4294, which states that the Tariff 
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Commission shall be composed of 7 Commissioners appointed by the 
President by and with the advice and consent of the Senate. 

We favor the features of H. R. 4294 which would permit a great use 
of import quotas, broaden the a point and make it easier to raise 
tariffs when a showing of injury to American producers and workmen 
is manifested. 

It is evident that expanding trade between nations is a good thing, 
only when it is mutually advantageous to each country. When other 
countries reduce their tariffs and barriers and increase their payment 
to labor as we have done, we will be in a position to work out some 
further reductions in our own tariffs. 

Our first responsibility is to the citizens of America. The few huge 
United States corporations and the foreign cartels that would benefit 
from further reductions in the United States tariffs should not be 
permitted to enrich themselves at the expense of the American people. 
We hope this committee will vote in favor of H. R. 4294 because we 
sincerely believe the best interests of the country as a whole will be 
served if this bill becomes law. 

If Congress is going to help decentralize industry and is going to 
foster small business and encourage individual ownership, we must 
protect ourselves against cutthroat competition produced abroad with 
cheap labor. We should not be denied the right to safeguard the job 
of the American worker and the free enterprise system which has 
given us the high standard of living that we enjoy. 

The Cratrman. Thank you very much. That was an excellent 
statement. 

Mr. Litsenquist. Thank you, sir. 

The CuarrMan. The committee will stand adjourned until 10 o’clock 
tomorrow morning. 

(Whereupon, at 4:25 p. m., a recess was taken until Friday, May 1, 
1953, at 10 a. m.) 
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FRIDAY, MAY 1, 1953 


House or RepreseNraTIves, 
CoMMITTEE ON Ways AND MEANS, 
Washinuton, D. C. 

The committee met, pursuant to recess, at 10 a. m., in room 1102, 
House Office Building, the Honorable Daniel A. Reed, chairman, pre- 
siding. 

The CuamMman. The committee will come to order. 

The committee will resume its hearings this morning on H. R. 
4294. It will be our pleasure to hear from Mr, Richard H. Anthony, 
secretary of the American Tariff League. 

Mr. Anthony, if you will please come forward, we will be happy 
to hear what you have to say. You might identify yourself for the 
record. 


STATEMENT OF RICHARD H. ANTHONY, SECRETARY, THE 
AMERICAN TARIFF LEAGUE, NEW YORK, N. Y. 


Mr. Anrnony. My name is Richard H. Anthony. I am secretary 
of the American Tariff League, with headquarters in New York 
City. 

Mr. Chairman and members of the committee, during this initial 
week of the hearings on H. R. 4294, your committee has heard re- 
citals of the unhappy experiences that domestic producers have had 
under the trade-agreements program as it has been administered. 
A sizable segment of the American economy has lost confidence that 
the Tariff Commission and the executive branch of the Government 
will treat it fairly and objectively in tariff matters. 

These American producers with a stake in the tariff, many of 
them members of this league, have no such complaint to lodge with 
respect to Congress. In the 1951 Extension Act, Congress seemed to 
have declared its intent clearly enough. 

The trade agreements approach to tariff setting is so unscientific 
that further clarification of congressional intent, as proposed in 
H. R. 4294, important as it is, does not attack the basic problem. It is 
no news to this committee that the league would like to see an end 
of the trade-agreements approach and, in its stead, the creation of a 
system whereby tariff-setting would be the responsibility of a qual- 
ified commission or agency, independent of the executive branch, 
and operating under the guidance and control of Congress. 

The President has asked Congress to extend his authority under 
the Trade Agreements Act for another year, during which time a 
basic and comprehensive study of our foreign trade and tariff policies 
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can be made and new polic ies determined. Recent studies have been 
superficial. A basic and comprehensive study is long overdue. 

It was 23 years ago that our basic tariff rates and commodity clas- 
sifications for tariff purposes were last enacted by Congress. They 


are now in a chaotic and unrealistic state, not only due to the many 
-hanges in rates by trade nenetets nts now fully or partially effective, 
or in suspension, or te ‘rminated, but also to the m: inv new products 
since developed. 

Although a revision of rates and classifications is in order, there is 
no enthusiasm in Congress or among private groups, ee the 
league, for the omnibus bill method of revision employed i 1930, 
Rather, it is hoped that the study the President proposes will rec- 
ommend methods of revision that will relieve Congress of the burden 
of wholesale legislation of individual rates and classifications, yet 
will put the process of revision under the surveillance of Congress and 
subject to its approval. 

For that reason and, in general, to carry out its constitutional tariff 
functions, Congress, it seems to the league, should have a primary 
role in the President’s study. 

Our complex tariff structure has become entangled in the trade- 
agreements machinery. The league recognized the advisability of 
legislating within the scope of the trade-agreements program pe nding 
the study and revision of our basic tariff and trade policies. However, 
it is important to reassert and make effective the principle that the 
United States has always reserved the right to avoid injury to Ameri- 
can producers through the workings of the trade-agreements program 
and the right to withdraw or modify any tariff concession in a trade 
agreement that causes or threatens such injury. In essence those are 
the objectives of H. R. 4294. 

The league approves of the objectives of the bill, although not all 
of its provisions, for the reasons to be explained. These objectives 
are much the same as those urged by the league in a resolution passed 
at its 67th annual meeting on October 22, 1952. We would appreciate 
having the league’s resolution inserted at this point in the record of 
testimony. 

The CHairman. Without objection, it is so ordered. 

(The material referred to follows :) 





The following 10-point ATL resolution on United States foreign-trade policy 
and tariffs was unanimously adopted by a membership yote at the afternoon 
public-affairs session of the league’s 67th annual meeting held at the Plaza, 
New York, on October 22, 1952: 

“RESOLUTION 


“Be it resolved by the American Tariff League, Inc., at its annual meeting, 
October 22, 1952, That the following statements of position shall constitute the 
basis for its educational program and legislative and administrative recommen- 
dations for 1953: 

“1. To maintain national security, economic strength, and diversity of pro- 
duction in the United States, continued regulation of its foreign trade is neces- 
sary. The tariff is universally admitted to be the fairest, most equitable, and 
most liberal method of trade regulation and should be favored over other methods 
where applicable. 

“2. Whenever administration of the tariff prevents it from acting effectively 
or promptly enough to safeguard fair American domestic-market conditions as 
between American and foreign producers of like commodities, the United States 
must perforce resort to quotas and other forms of regulation until proper tariffs 
can be determined and applied. 
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“3. The antidumping and countervailing duty provisions must be rigorously 
enforced and strengthened to prevent circumvention to our tariff and customs 
laws. 

“4. Whenever a commodity such as an agricultural product, becomes subject 
to Government regulation or support as to production, price, distribution, storage, 
and the like, rates of tariff should be adjusted, whenever necessary, so that such 
regulation or support programs are effective. Whenever adjustment of tariff 
rates is inadequate for this purpose, recourse should be had to other methods such 
as fees, quotas, or special legislative regulations. 

“D>. We reaffirm our support of true simplication of customs administrative 
provisions and efficiency of customs operation, so long as the revenue is protected 
and the safeguards for the American producer are not weakened. 

“6. The United States should formally clarify its relationship to the General 
Agreement on Tariffs and Trade by announcing its refusal to be definitively 
committed thereto. The United States should offer to assist in the creation o 
an international trade organization with general purposes that will not do violence 
to the American concept of a private, competitive economy, and with the imme 
diate tasks of collective international-trade data and exploring possibilites of 
unequivocal agreements on international-trade practices, any resultant ore: a 
tion and any such special agreement to be referred specifically to signatory 
countries for ratification according to their treaty-making processes 

“7. The United States should not, except in pursuance of a treaty formally 
ratified by Congress, enter into, or implement by domestic action, any interna 
tional plan whereby raw materials or commodities are produced, imported, ex 
ported, priced or consumed by apportionment among countries or peoples 

“8. The President should formally advise foreign nations that, according to 
the already expressed will of Congress, all United States tariff concessions 
negotiated in trade agreements with other countries are subject to withdrawal 
or modification by the United States in accordance with its domestic escape 
clause law and procedures, and that the United States has never agreed that 
withdrawal or modification is a matter for any other than domestic determination 

“9 The recommendations of the United States Tariff Commission as to tariff 
rates, quotas, and other trade regulations should be made mandatory, subject 
to modification or rejection by Congress within reasonable time limits. If the 
President is convinced that, for overriding reasons, a Commission recommenda 
tion should be modified or rejected, he may present his own recommendations 
to Congress for consideration along with the Commission recommendation 

“10. The United States Tariff Commission must be strengthened and upheld 
as an independent agency so that it may perform efficiently and promptly the 
functions vested in it by Congress, to which alone it is answerable.” 

Mr. ANTHONY. H. R. $294 proposes three essential change 5 in the 
trade-agreements program : 

1. The bill sets forth, in new language, the components of injury 
to American producers, which are to form the basis of Tariff Com 
mission determinations and recommendations for action under peril 
point or escape-clause procedures. The league favors the new 
language. 

2. The bill provides for a 7-man, instead of the present 6-man, 
Tariff Commission. The league favors this change. 

3. The bill makes Tariff Commision recommendations for action 
under peril pre, escape clauses, section 22 of AAA, and other 
provisions of present law, mandatory. The league, on this point, 
wishes to propose a different approach from that in H. R. 4294. 

In amplification of these points, we want to stress the fact that 
determination of what constitutes injury is not a clerical function 
of the Tariff Commission, but a quasi-judicial one. Congress, in the 
1951 act, sets criteria by which the Commission was supposed to 
guide its investigations, and come to its findings of whether injury 
would be, or had been, caused or threatened in any particular. case. 
These criteria were not limitations, but guideposts directing the Com 
mission to the paths its inquiry should take. 
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Of course, Congress might have tried to define such terms as 
“injury,” “industry,” and so forth, with such exactitude that the 
Tariff Commission need only match a series of facts against the 
definitions and come up with an answer. That would have imposed 
a purely clerical function. Congress, in our opinion, was wise to 
avoid that approach. It is virtually impossible to define such terms 
so that they will include all foreseeable combinations and contin- 
gencies, and not exclude unforeseeable ones. 

The basic language of the present law calls for a determination of 
whether a certain rate of duty is “causing or threatcning serious 
injury to the domestic industry producing like or directly competitive 
articles.” For the purpose of peril-point determinations this lan- 
guage is not amplified. 

We have had only one experience with the peril point, and that an 
unfortunate one. Preliminary to the renegotiation of a bilateral- 
trade agreement with Venezuela the Tariff Commission was required 
to find a peril point on import taxes for imported petroleum. The 
Commission agreed on recommending no reduction below one-fourth 
cent per gallon, but divided 3-to-8 on whether the cut should apply 
to all imports, or only to such imports as amounted to 5 percent of 
domestic production, the remainder being subject to a one-half-cent 
tax. President Truman, in a message to Congress, which is required 
when a peril point is exceeded in a trade agreement, reported that 
he could not determine whether a peril point had actually been found 
in this case, but that he was sending the message anyway as the 
import tax on one grade of oil had been reduced to one-eighth cent 
per gallon. 

If there had been a 7-man Tariff Commission, as H. R. 4294 pro- 
poses, the 3-to-3 split, which made the Commission action inconclu- 
sive, could have been avoided. Regardless of the merits of any 
particular case, a definite finding is preferable to an ambiguous one. 

In escape-clause determinations the Commission was to be guided, 
under 1951 act provisions, not only by the basic language already 
quoted, but by criteria intended by Congress to serve as guideposts 
to a consideration of conditions in a domestic industry which are at 
least symptomatic of injury. Here the Tariff Commission has fre- 
quently appeared unable to reconc ile its views on what is “injury” 
and what constitutes an “industry.’ 

You have undoubtedly heard that of 25 escape-clause applications, 
18 have been settled, and of these 13 were denied. Of the 5 on which 
the Commission recommendations were favorable to the applicants, 
only 2 were made effective by President Truman. He rejected 2, and 
President Eisenhower has postponed 1. 

Of the 13 cases rejected by the Commission, only 4 were by unani- 
mous vote of the commissioners; 9 were by split decisions as follows: 
5-1 rejection, 1: 4-2 rejection, 2; 3-2 rejection, 4; and 3-1 rejection, 2. 

The Commissioners were chiefly divided on the question whether 
there could be “serious injury to the domestic industry,” unless injury 
extended to all the products and operations of the corporate entities 
involved. The Commission often denied relief because the majority 
did not recognize that an industry was “injured” if only a segment 
was affected. The minority looked to the article under scrutiny and 
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based their decision on whether injury was proven in the production 
and sale of that item alone. 

The majority interpretation of “injury” and “industry,” if it con- 
tinues to prevail, will permit injuries in this or that industry to persist 
unrelieved. Thus total injury could accumulate to alarming propor- 
tions. The danger in this approach has been clearly forecast by Chair- 
man Brossard of the Tariff Commission in his dissenting statement 
on the wood screws escape clause report of March 1953 where, in ref- 
erence to the majority interpretation, he said: 

Under such an interpretation, a great part of domestic production, article by 
article, might be forced to stop by the destructive competition of imports, and 
if the manufacturing companies turned to importing and made good profits at it, 
they would be adjudged to be uninjured as a “domestic industry.” Such an 
interpretation of this ‘domestic industry” phrase in the escape-clause law would 
practically nullify the escape-clause provision in trade agreements as a possible 
remedy of serious injury, and in effect would almost, if not entirely, void the 
escape-clause provisions of the Trade Agreements Extension Act * * * To thus 
permit imports to take over the United States market one product at a time, 
because the domestic producers may have found or may be able to find alterna- 
tive products that they can produce at a profit, may result in allowing imports 
to take over the domestic market for many articles produced in the United 
States if imports of such articles are able to enter in constantly increasing 
quantities over the lowered concession tariff rates and no relief under the escape 
clause is available. “Divide and conquer” is an old policy and an effective one if 
permitted to operate. 

The view that an entire industry must be on the road to ruin before 
it can get tariff relief has convinced most domestic producers that filing 
escape-clause applications, even under the most meritorious circum- 
stances, is a waste of time. They read in Government and private 
studies that they are expected to sacrifice themselves in order to bring 
more business to our importing and exporting industries. They are 
to turn their employees out onto the dole, to be trained for different 
jobs in some other geographical area. They are to pocket their losses 
and retire, if they cannot muscle into some other line of business. ‘T hey 
and their workers are expected to be pawns in a foreign economic 
policy as yet unformulated, much less put into effect. They are dis- 
heartened. You have been hearing them this week. H. R. 4294 is their 
first ray of hope in recent months. 

H. R. 4294 cuts across the narrow concept of injury that the Tariff 
Commission majority has adopted. The bill, using new language for 
emphasis, directs the Commission to determine injury wherever it is 
found or threatens, whether or not it extends to an entire industry. 

H. R. 4294 includes “impairment of the national security” as one of 
the elements to be considered by the Commission in invesigations of the 
effects of imports on domestic producers. This element has not here- 
tofore been expressly included as one of the considerations leading to 
peril-point or escape-clause determinations. It is, of course, uni- 
versally acknowledged as the most compelling reason for safeguarding 
a domestic industry from the destructive inroads of imports. The 
league believes it should be formally recognized by including in the 
law the language, “impairment of the national security” which ap- 
pears at several places in H. R. 4294. 

In addition to its own sources of information on defense activities 
of domestic industry and agriculture, the Tariff Commission is always 
consulting and being consulted by the various defense agencies. The 
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Commission had this to say of its defense activities in its 1952 
annual report, on page 6: 


Of particular importance, because of activities arising out of the defense 
program, was the aid that the Commission gave to the Munitions Board, the 
National Production Authority, the Defense Production Administration, and 
the International Materials Conference. 

During the present emergency the United States Government agencies con- 
cerned with problems of defense have found the Tariff Commission a ready 
source of information on strategic and critical materials. Assistance that the 
Commission renders to the defense and emergency agencies ranges from meeting 
simple requests for spot information to projects involving as much as a thousand 
man-hours of work by members of the staff * * * During 1952 members of the 
Commission's staff continued to serve on a number of the interdepartmental 
commodity committees that the Munitions Board established to advise the Depart- 
ment of Defense * * * 


We believe that applications pending when H. R. 4294 is enacted 
should be determined = accordance was the new language and provi- 
sions of the law. The language on page 4, lines 17 through 22, implies 
this procedure will be followed. We think it should be declaratory, 
and we suggest an amendment which you will find attached to your 
copy of this statement, and which we respectfully request be inserted 
in the record of testimony at this point. 

(The matter referred to follows:) 

SUGGESTED AMENDMENT TO H. R. 4294 

On page 4, line 20, after the word “report,” and before the word “not,” insert 
the following: “, which shall be in accordance with the provisions of section 7 
of the Trade Agreements Extension Act of 1951, as amended by this Act,” 


Mr. Anrnony. To minimize evenly-split decisions of the Tariff 


Commission, the proposal in H. R. 4294 to make it comprise 7 Commis 
sioners, rather than 6 as at present, ought to be applauded by all, no 
matter what tariff p hhilos ophies they hold. Administratively it makes 


4 


good sense to resolve disagreements, no matter which side is favored. 

Now, as to one important feature of the bill with which the league 
feels it has to disagree: 

Dissatisfaction with the administration of the escape clause provi- 
sions has led to the demand in Congress and outside that the Tariff 
Commission’s findings and recommendations be manadatory and that 
the President’s role be the ministerial one of putting such recommenda- 
tions into effect. The provisions of H. R. 4294 would enact this idea, 
not only for escape clause procedures, but for peril-point determina- 
tions, procedures under section 22 of the Agricultural Adjustment Act, 
and in other provisions of current law. 

The ostensible purpose is to make the Tariff Commission the sole 
arbiter in tariff matters, which might seem a reasonable objective 
until it is remembered that this is at least as broad a delegation of 
power as that originally made by Congress to the President in the 
Trade Agreements Act of 1934. Congress then divested itself of any 
share in the tariff-setting process. It did not participate in the nego- 
tiation of trade agreements nor did it review and ratify, or reject, 
those negotiated. The only limit placed upon the President was to 
keep concessions within 50 percent of the rates then in existence. 

The league’s position has always been that such a delegation of 
power was too broad. It has been questioned on constitutional 
erounds. Whether unconstitutional or not. the delegation effectively 
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made tariff-setting a sole ly administrative function, whereas the Con 
stitution declares it to be spec ifie ally a congressional function. 

Today we have this unbalanced situation, with most of the power 
in the hands of the Executive: 

1. Congress has delegated its ens power over tariff 
vision to the Executive, within limits of 50 percent of a base rate, 
but divests itself of any partic Ipation therein, even supervisory. 

The Tariff Commission, operating under general criteria, may 
Gnd and recommend, but has no power to implemi nt its recommenda 
tions. 

The President has the power to enter into trade agreements, cut 
ting rates below the limits declared safe by the Commission. and to 
re fus -e To withdraw concessions already made, even if the Commis- 
sion finds they are causing injury to domestic producers. 

In H. R. 4294 the situation is unbalanced because the Commissio 
power is superior to the P venliiens*e: 

i Congress would delegate its power to the Tarid Commission, 
withou it reserving any supervisory role. 

The Tariff Peeieelans would have supreme power to revise 
rates, even be vo! id preagreement ri ites, and set quotas without supel 
vision or restraint. 

The President would have authority to enter into trade agre: 
ments, but subject to the limits set by the Commission. In escape 
clause actions the President would have to follow the Commis 
recommendations. 

The league proposes a more balanced system : 

1. Congress would delegate powers to revise rates under trade 


agreement procedures to the Commission and to the President, but 
would retain the role of arbiter when the Commission and the Pre 


dent disagree. 

2. The Commission would have the power to revise the rates and 
set the quotas it recommends in all cases where the President did not 
disagree, or, if he did disagree, in cases where Congress did not spe 
cifically apnere the President within a certain period of time. 

The Preside nt would hs ave the power to enter into trade agre 
ments, but when he w ished to exceed limits recommended by the Com 
mission he would be obliged to advise Congress, which, by a joint reso 
lution could so empower the President. Similarly, Congress by reso 
lution could empower the President to reject or modify the Com 
mission’s recommendations on escape-clause actions. 

I should like briefly to demonstrate how this system would work: 

Let us assume that the Tariff Commission, by unanimous vote. find 
in favor of an escape-clause applicant and recommends to the Presi 
dent that the rate of duty involved be increased from 10 percent to 20 
percent. 

The President, for overriding reasons, may wish to keep the duty 
10 percent. Within 30 days he sends a message to Congress saying so, 
and the Tariff Commission thereupon furnishes the appropriate 
congressional committees with the pertinent report. 

Congress, if it is in session, then has 60 days in which to act by 
joint resolution, if it wishes to support the President’s position, in 
whole, or in part. If not in session, Congress, when it next meets, 
has 60 days in which to act. In the meantime the rate remains un- 


32604—53——-28 














420 TRADE AGREEMENTS EXTENSION ACT OF 1953 







changed. By its joint resolution Congress may authorize the Presi- 
dent to make no change in the duty involved or may direct him to 
raise it to 15 percent, or indeed, to take any other action Congress 
wishes. 

If no action is taken by Congress within the applicable 60-day 
period, then the Commission’s recommendation will fale effect. within 
the next 30 days. 

The result is that for many weeks, and possibly months, the status 
quo is maintained. During that time all parties interested in main- 
taining the status quo have an opportunity to petition the President 
and Congress in support of their views, in respect to the single article 
and duty involved. So, also, do those who want the concession with- 
drawn. 

If this system had applied since June 1951, only 3 such cases would 
have been laid at the door of Congress, for only 5 escape clause 
applications were found in favor of the applicants, and of these the 
President followed the Commission recommendations in 2. 

What are the alternatives to the league’s suggestion? They are 
to make the Tariff Commission the sole arbiter, as proposed in H. R. 
4294, or to make the President the sole arbiter as under present law. 
Of course, all escape clause procedures could be eliminated, which 
would make the foreign countries the determinants, but Congress has 
already declared against that course as a matter of public policy. 
Under any of these alternatives Congress delegates away a portion 
of its constitutional role in tariff-setting forever, or until by positive 
action it recaptures it, for, it should be remembered, the escape clause 
part of the law is permanent legislation and does not depend upon 
renewal of the President’s authority, as in the case of entering trade 
agreements. 

The proposal we suggest would also be applicable to the peril-point 
procedures, and to determinations under section 22 of the Agricultural 
Adjustment Act, except in the case of perishable commodities. We 
earnestly recommend its adoption. 

We have comments on one or two additional provisions of H. R. 
4294. 

On page 6, lines 3 to 7 is a sentence which, to us, seems confusing 
at best, and might lead to unwanted results, at worst. We cannot 
see that the limitation in section 350 of the act of 1930 is controlling 
on escape clause actions. We fear that this sentence by implication, 
establishes such a relationship and that is undesirable. If the limita- 
tion were controlling, then the language on page 6, lines 3 to 7 of the 
bill would result in a delegation of power to the Commission to in- 
crease rates without limit, and that, in our opinion, is far too broad 
a power for Congress to delegate. We urge the elimination of the 
sentence on page 6 of H. R. 4294 to which we » have referred, 

Revision of procedures under sections 336 and 337 of the Tariff Act 
of 1930 seems to us unwise at this particular time. The league sug- 
gests that the language of H. R. 4294 on page 10, lines 17 through 24; 
on page 11, lines 1 through 24; and on page 12, lines 1 through 5, 
be eliminated, and the proposals therein be incorporated in the com- 
prehensive study to be made of our tariff policies. 

Our suggestion in no way would disturb the language on page 10, 
lines 13 through 16, which would restore the right to relief under 
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section 336 to producers of articles which happen to be subjects of 
trade agreements. We have long urged this restoration. 

On page 12, lines 6 through 11, new language specifically includes 
multiple-exchange rate rigging as one of the methods to be considered 
as equivalent of a bounty or grant by foreign countries on exports to 
the United States which are thereby subject to countervailing duties. 
This provision is to stem a growing abuse which the Treasury De- 
partment has shown itself unwilling to check under the present pro 
visions of section 303 of the Tariff Act of 1930. The league favors 
this amendment. 

Immediately following, on page 12, beginning at line 12, through 
line 2 on page 13, is an attempt to define the measure of a foreign 
export bounty or grant in terms of multiple-exchange rates. We un- 
derstand the objec tive, but we cannot foresee how this new language 
would apply in all cases, and whether it would be limiting and exclude 
some situations that ought to be subject to countervailing duties. It 
might also take in situations that are not in the nature of bounties or 
grants. 

In our opinion your committee ought to examine carefully the im- 
plications and eifects of this language before it is dec ided whether 
to include it. It appears to us that the new language on page 12, lines 
6 through 11, if administered according to the intent of Congress, will 
provide relief where needed. 

The new language on page 13, lines 3 through 12, is an important 
amendment to the Antidumping Act of 1921. Under the provisions 
of that act, an appraiser who suspects that an imported article has 
been purchased at less than the fair market value abroad must notify 
the Secretary of the Treasury, under regulations prescribed by him. 
The Secretary has discretion as to how much he wishes to investigate 
the matter and, hence, has discretion as to whether to impose an anti- 
dumping duty. We believe that these investigations shouid be made 
as a matter of course, as the amendment on page 13 of H. R. 4294 
proposes. Appraisers are experts in their job of determining import 

values and can be counted upon not to make frivolous dumping 
reports. 

Action in the field of antidumping and countervailing duty proce- 
dures has fallen into comparative disuse in recent years. We believe 
it should be revived. Dumping and export subsidies are practices 
that should be discouraged. 

For the sake of continuity and emphasis it seems to us that Congress 
ought either to add to H. R. 4294 the caveat which was included in the 
1951 Extension Act, or to state in H. R. 4294 that Congress confirms 
that caveat, which reads: 

The enactment of this act shall not be construed to determine or indicate the 
approval or disapproval by the Congress of the executive agreement known as 
the General Agreement on Tariffs and Trade. 

If the amendments in H. R. 4294 which we have specifically en- 
dorsed, together with the suggested amendments we have made, are 
enacted, we believe the trade-agreements program can be administered 
with fairness to the American producer, and without any harmful 
effect on our international trade. The tariff increases or import quotas 
made effective pursuant to escape-clause determinations, although im- 
portant to the segments of industry and agriculture immediately 
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affected, will be of infinitesimal effect on the tide of our imports which 
has been rolling in over the years in ever-increasing quantities to its 
present historical high-water mark. 

Our foreign friends, for bargaining or propaganda purposes, may 
protect this or that “escape.” We must learn to live with criticism 
of this kind for it always goes with the position of world leadership 
to which we have fallen heir. We must keep our equilibrium. <A gov- 
ernment policy that would deliberately sacrifice domestic producers 
in the interest of the theory and nowhere-adopted program of free 
trade would be unwise for us. The world being as interrelated as 
it is, what is unwise for us is likely, in the long run, to prove unwise 
for our foreign friends. 

The CuarrmMan. Does that conclude your statement ? 

Mr. ANrnony. It does, Mr. Chairman. 

The CHatrMan. We thank you for your appearance and the infor- 
mation which you have given the committee. 

Are there any questions ¢ 

Mr. Mason. I have 1 or 2 questions. 

Mr. Kean. I would just like to compliment you on this thought 
provoking, interesting, and very intelligent presentation. Your peo- 
ple always do make such a presentation, and | want to compliment you 
on Jt. 

Mr. AntHuony. Thank you, Mr. Kean. 

The CuHarrMan. Mr. Mason will inquire. 

Mr. Mason. In setting up new criteria on the escape clause, we have 
included “impairment to national security” in this bill. Would you 
say that the destruction of several of our smaller industries whose 
production reflects very high content of labor would be an impair- 
ment to our national security, such as the pottery and china industries, 
and so forth? 

Mr. Antuony. Yes, it would, Mr. Mason. 

Mr. Mason. Then you think that in setting up this new criteria we 
are doing a pretty good job of improving on that serious injury to an 
industry ¢ 

Mr. Anruony. It adds that. It is strange that it has never been in 
the law or in an Executive order before. 

Mr. Mason. I would think that even if impairment to national secu- 
rity were not in the bill, not in the law, specifically placed there, our 
Tariff Commission and our President and others who have the power 
to enter into agreements would have taken that into consideration 
during the past years, but they don’t seem even to have considered it 
at all. 

Mr. Antony. They may have considered it, but we cannot prove 
that they have, and this certainly directs them to consider it in the 
future. 

Mr. Mason. Then it is a great improvement? 

Mr. AntHony. We believe so, Mr. Mason. 

Mr. Mason. My second question is this: On page 7, the middle of 
the page, you say: 

Dissatisfaction with the administration of the escape-clause provisions has 
led to the demand in Congress and outside that the Tariff Commission’s find- 
ings and recommendations be mandatory and that the President’s role be the 
ministerial one of putting such recommendations into effect. 
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Isn't that what our Constitution gives to the President, the minis 
terial role of executing what has been passed by legislation, and so 
forth? Isn’t that his fundamental role? 

Mr. ANrnony. | presume it isin many matters. I am thinking that 
the Constitution gives to the Congress the primary power to set 
rates, and of course that is by legislation which is sent to the Presi 
dent to sign or, if he does not sign it, then, of course, his veto has to 
be overridden. He is a partner that much with Congress in determin- 
ing tariff policy, and to remove him seems unwise because he has also 
under other sections of the Constitution or, under its implications, 
the right to enter into agreements and treaties on his own. Our pro- 
posal accommodates the two powers, it seems, without conflict. That 
is the reason for our suggestion. We link the two, and leave it to 
Congress to be the arbiter as between them. 

Mr. Mason. Congress has the primary responsibility for our tariff 
rates ¢ 

Mr. Anruony. That is so. 

Mr. Mason. The President has the responsibility of carrying them 
out after they have been established. The Tariff Commission is 
simply an arm of the Congress to do this multitudinous job of inves- 
tigating and so forth, which we haven’t the time to do. So it seems 
to me that the C ongress should be the determining body in approving 
or disapproving what the Tariff Commission has established. 

Mr. Anrnony. That is what our proposal would actually accom- 
plish, Mr. Mason. 

Mr. Mason. Thank you. 

That is all. 

Mr. Jenkins. Just one question along that line. I want to com- 
pliment you on the thoroughness of your statement, but it rather 
bewilders me. I get the impression that you take the position that 
the Tariff Commission should have complete and final authority. 
My understanding of the Constitution is that nobody can have any 
authority with reference to this matter except the Congress and that 
the Congress can delegate authority within prescribed limits, and 
that is alw ays to the Executive, setting forth what he can do within 
limitations. He cannot exceed those limitations. 

Mr. Anrnony. Mr. Jenkins, our proposal would give Congress 
supervision over what the Tariff Commission is doing constantly, 
because not only would the Tariff Commission be operating within 
the limits and criteria that are set in the law, but at any time that 
the President said that he thought a recommendation was unwise, 
Congress would then, under the proposal we make, decide that one 
particular case. 

Mr. JenKINs. You don’t want to pass a law telling the Congress 
what it can do. That is Congress’ business. It can do what it thinks 
proper within the scope of its constitutional authority, of course. 
That is one of the privileges of the Congress and one of the duties of 
the Congress, to pass a law. 

Mr. Antruony. Certainly. 

Mr. Jenkins. Here you want Congress to pass a law telling Con- 


gress what Congress can do. Congress passes laws teliing other people 


what they can do. 
Mr. Antuony. I think you have read more into that than is in the 
proposal. In fact, as I said at one point, Congress can decide any 
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rate it wants or no rate at all or quota or anything that it wishes. 
All that we are putting in is the machinery to bring back to Congress 
any dispute over whether a rate should be this or that as between 
the President and the Tariff Commission. How it resolves that dis- 
pute we have no concern. We would not attempt to tell Congress 
how that should be. We would leave it, natebelte, to Congress to 
decide. 

Mr. JenKiNS. My position and viewpoint is that Congress is the 
constitutional body to pass laws. The Congress says, “Here is the 
tariff business, it is a complex business. We have neither time nor 
personnel to handle it. so we are going to set up a commission.” 

They get facts. They will listen to the contending name 
Some groups don’t want commodities to come in, and they want : 
tariff. Others don’t want a tariff. A conflict exists. The Congress 
sets up a board to decide the facts in that conflict. Then Congr ess 
says to the President. “You can decide after that board has decided 
on the facts, and so forth. You can do whatever we want done under 
the law within certain limitations. After that you cannot do any 
more.” 

Instead of our passing a law here today telling the Congress what to 
do, I want to pass a law telling this commission what to do and to 
listen to the people who come before it and make decisions and make 
them quickly. Then the President can apply those decisions within 
the limitations. 

Mr. Anrnony. That is what we propose, actually, Mr. Jenkins. 
The only difference between the bill that you have and the recommen- 
dations we have is that the President does have an opportunity to 
say that a certain recommendation should not be put into effect or 
should be varied in some way for certain reasons that might come 
up. He does not then put those in as a matter of course. In fact, if 
nothing occurs, the Tariff Commission’s recommendations are then 
controlling and the President must proclaim them. 

But if there is any dispute under our proposal, it would go back 
to Congress. Your committee would then have the report of the 
Tariff Commission and the message of the President. You would 
decide—and I assume it would go to the House—how you wanted 
that dispute resolved, if you wanted to resolve it at all. It would be 
entirely in your hands only on that one particular point. 

Mr. Jenkrns. I cannot see how you could recommend the passage 
of a law telling Congress what to do. The Congress passes its own 
laws and it can do what it pleases and it can change that law any 
time it pleases. Am I not right in my position that the President 
has nothing to do with tariffs unless we give him the power? You 
say he has treatymaking powers. He does not have any treatymaking 
power unless Congress gives him some power. 

Inherently, in his office he cannot do anything except defend. He 
can defend Americans wherever they are and he can defend the ships 
on the sea as the commanding officer, and so on, but he cannot make 
agreements, as I understand it. 

Mr. Antruony. He has certain inherent powers to negotiate agree- 
ments and treaties, which presumably come back to the Senate or to 
both Houses for ratification or whatever the process might be. Under 
the present law which you are working under now, the President has 
power which Congress has delegated to him, to upset the recommenda- 
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tions of the Tariff Commission, to make agreements with foreign 
countries on tariff matters, to cut duties below those that are declared 
safe by the Commission, provided they do not go below 50 percent. 

Mr. Jenkins. The Commission has to decide the facts. He cannot 
go out here and say, I don’t think this tariff is right and I am going 
to cut it or raise it. He has no power like that. We have never 
given him that kind of power. 

Mr. AnrHony. Mr. Jenkins, that is exactly what is happening. I 
will say that we have not as yet had, except for this one instance which 
I cited, peril points in one of these large multilateral negotiations; 
but if there were one, the Tariff Commission’s findings could be ig- 
nored by the President. All he has to do is to send a message to 
Congress saying why he ignored them. There is nothing to prevent 
him from going below the Tariff Commission’s peril points. 

Mr. Jenkins. That is all, Mr. Chairman. 

The Cuarrman. Mr. Cooper will inquire. 

Mr. Coorrer. Mr. Anthony, isn’t it true that in substance and effect 
the original Trade Agreements Act conferred discretionary authority 
upon the President of the United States to negotiate and enter into 
trade agreements with other countries ? 

Mr. Anruony. To enter them, Mr. Cooper, yes. 

Mr. Coorrer. Your league opposed that measure, then ? 

Mr. Anrnony. Yes, we did, sir. 

Mr. Cooper. You have opposed the trade-agreements program all 
the way through ? 

Mr. Antuony. Yes, we have. 

Mr. Coorrer. You would prefer that Congress continue, as in the 
past, to enact tariff legislation ? 

Mr. Anrnony. No, Mr. Cooper. We said early in the statement 
that we are not in favor of the omnibus bill type of legislation. We 
would like to see a situation where Congress is not burdened with 
the wholesale determination of individual rates. We would propose 
a system whereby some agency, the Tariff Commission or one that 
was created, had that power, but subject to the supervision of Con- 
gress. 

Mr. Coorrer. But you are not in favor of the Presidents having that 
authority ? 

Mr. Anruony. No, not the sole authority. 

Mr. Cooper. Your le: gue supported the Hawley-Smoot tariff bill? 

Mr. Anruony. That I don’t know. 

Mr. Coorrr. Your position now is that it has been all along, in 
opposition to the trade agreements program. 

Mr. Anruony. As we say, we feel there is a more scientific system 
than that possible and preferable. 

Mr. Cooprr. All right. Thank you. 

The Cuarrman. Any further inquiries? 

Mr. Curtis will inquire. 

Mr. Curtis of Nebraska. Mr. Anthony, I want to ask a question 
or two about the suggested procedure in your paper. If the Tariff 
Ccmmission makes a finding in favor of a complaining industry, your 
suggestion is that that be not mandatory on the President but that. if 
the President does not agree with it, it be referred to Congress for 
determination, is that right? 
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Mr. Anrnony. That is right, Mr. Curtis. 

Mr. Curtis of Nebraska. Here is my question: If such a procedure 
is adopted, do you favor having it done so the Congress would have 
to call it up and vote on it within a required, reasonable period of 
time ¢ 

Mr. Anruony. I believe so. I would like to spell it out to see. 

Mr. Curtis of Nebraska. I wish you would. 

Mr. Anrnony. Our view on that is, if nothing is done, then the 
Commission’s reconimendation is controlling. 

Mr. Curtis of Nebraska. If nothing is done by whom ? 

Mr. Anrnony. By Congress or by the President. In other words, 

f the Commission recommended in favor of the applicant, that recom- 
mendation, if the President did not have any objections, he would 
proclaim. If he cad objections, it would go to Congress, and unless 
by positive action of Congress after the running of a certain time, then 
the recommendations would be proclaimed. 

Mr. Curris of Nebraska. But do you favor some provision that 
would automatically | ring it up in Congress so there would be a vote ? 

Mr. Anruony. I don’t know about that. I fear I would run afoul 
of what Mr. Jenkins infers, that we would be telling Congress what 
to do. I think that would be a mtter that would have to be settled 
by you. There might be reasons for not bringing it up at a particu- 
lar time. I h: ave not thought that out. 

Mr. Curris of Nebraska. But your position would be that if there 
were no action, the Tariff Commission’s views would prevail ? 

Mr. Sapiak. I have listened to this exposition by Mr. Anthony on 
pages 110 and 111. It seems to me that they have taken an analogous 
situation to what we have presently with resolutions on reorganiza- 
tion that come to the House. 

Mr. Curris of Nebraska. That is right, but it is a little bit different. 

Mr. Anruony. Yes, Mr. Sadlak, there is some analogy, but I believe 
that is a simple resolution of one of the Houses under a basic enabling 
act, which is a little different from the situation that we are in here. 
There is that analogy. 

Mr. Sapiax. That was not where you got the idea originally ? 

Mr. Anruony. Not entirely, but I recognize that there is an analogy 
there. 

Mr. Curtis of Nebraska. My only thought in raising the question is 
that that would come right back to the body that is ¢ harged with the 
responsibility in the first instance. 

Mr. Anrnony. That is true. 

Mr. Curtis of Nebraska. In that it has merit. I would want to 
think about this matter as to whether or not it should be some auto- 
matie action which would have to be taken so the Congress could 
not be charged with permitting something to be bottled up, and thus 
the procedure get in disrepute if it overwise has merit sufficient to be 
tried, 

Mr. Kran. May I ask one question ? 

The Cuarmman. Mr. Kean will a er 

Mr. Kean. In accord,gwithyMr. Curtis’ inquiry, the key point, it 
seems to me, is this question that if no action is taken by Congress, 
w = at would happen? Would it be the C ommission’s recommendation 

r the President’s position which would prevail? You feel that the 





TRADE AGREEMENTS EXTENSION ACT OF 1953 $27 
Commission’s position should be taken rather than the President’s? 

Mr. Anrnony. That is the way we feel about it, Mr. Kean 

Mr. Kean. That ar make a considerable difference because there 
is, as Mr. Curtis said, the possibility of various things occurring in 
C ongress which would sto pan vatter from bei ing brough tC up if it were 
a close decision, and there might not be a vote. Of course. if 
were overwhelming feeling on either side, Congress would take action: 
but ona clos se thing, sometimes ¢ ‘ongress does not move. 

It seems to me it is a pretty important decision to make whether 
the Commission would make the final decision or whether the Presi 
dent would make the final decision in case Congress did not act. 

Mr. Anrnuony. Mr. Kean, we tried to reason that through in the 
other way, and we came up with a curious situation. If the Com 
mission has made a recommendation and the President disagreed with 
it, it should not of course go into effect immediately if Congress is 
to have a chance to look at it. So then it would go to Congress. we 
assume, and Congress by a joint resolution, instead of being on the 
question of whether to support the Tariff Commission, it would be 
on the ql iestion of whether to sup port the President 

A joint resolution requires the signature of Congress. and if by a 
simple majority congressional expression of intent was that the Tariff 
Commission’s recommendations should be followed, the President by 
vetoing that could nullify it, so congressional intent would be of 1 
value. That is what you run into on that if you try to do it on that 
basis. 

Mr. Kran. The reorganization is not subject to the President’s veto, 
of course, the way it is set up. 

Mr. Anrnony. That is why I said that it was not entirely analo 
gous, because the enabling act provides for that, as I believe. 

Mr. Curtis of Nebraska. In other words, you are interested in legis 
lative mechanics that would avoid the veto? 

Mr. Anrnwony. I would think that would be wise. 

Mr. Curtis of Nebraska. Since it was an appeal from a Presidentia 
action ? 

Mr. Antuony. That is right. 

Mr. Curtis of Nebraska. Of course, the drafting people might be 
able to approach that in more than one way ? 

Mr. Antruony. Yes. 

Mr. Curtis of Nebraska. I would think they could still investigate 
the possibility of requiring an automatic vote in the Congress, but 
also make it a resolution that had to pass the Congress only. 

Mr. Anrnuony. I should think that could be explored and they might 
come up with a good formula that would solve it. 

The CHamman. Any other questions? Mr. Anthony, we appre- 
ciate your statement and the information you have given the com 
mittee. 

Mr. Anrnony. Thank you, Mr. Chairman. 

(The following letter was later received from Mr. Anthony:) 

THE AMERICAN TARIFF LEAGUE, INC., 
New York, N. Y., May 7, 1958 
Hon. Danret A. REED, 


Chairman, Committee on Ways and Means, 
House of Representatives, Washington, D. C. 


My Drar CHAIRMAN REED: Testimony before your committee this week on H. R 
4294 indicates a wide cleavage as between the wishes of the President and the 





428 TRADE AGREEMENTS EXTENSION ACT OF 1953 


provisions of the bill. In the interest of harmony between the Executive and the 
Congress we hope that it will be possible to resolve this dilemma on middle 
ground. 

As you may remember, in our testimony of May 1, we expressed agreement with 
portions of H. R. 4294, but not all of it. We made one suggestion which we believe 
could be the basis for settling this problem on middle ground. 

We took the position that H. R. 4294, by making Tariff Commission recom- 
mendations on tariff changes mandatory, grants too broad a delegation of power. 
Likewise we believe the full discretion which the President now has of over- 
riding Commission recommendations, is too broad. Our suggestion was that when 
the President wishes to act contrary to Commission recommendations in any 
particular case, it be referred to Congress to decide. 

One method of congressional review was spelled out in our testimony. There 
may be other ways equally or more satisfactory. We believe they are worth 
exploring in the interest of working out a program for the coming year on which 
Congress and the Executive can agree. We need a program which would restore, 
for domestic producers, confidence in the fair operation of the escape-clause 
machinery. 

Sincerely yours, 
RicHArp H. ANTHONY, Secretary. 

The Cuatrman. The next witness is Mr. O. G. Williams, president 
of the Clock Manufacturers Association of America, Inc., New Haven, 
Conn. 

If you will please state your name and the capacity in which you 
appear, we will be delighted to hear you. I see that you have two 
gentlemen with you. 

Mr. Wiiu1aMs. I will introduce them. 


The Cuarman. I wish you would. 


STATEMENT OF 0. G. WILLIAMS, PRESIDENT, CLOCK MANUFAC- 
TURERS ASSOCIATION OF AMERICA, INC., NEW HAVEN., CONN., 
ACCOMPANIED BY E. M. GREENE, GENERAL TIME CORP., NEW 
YORK, N. Y., AND JOSEPH INGRAHAM, OF THE E. INGRAHAM CO., 
BRISTOL, CONN. 


Mr. Wuitiams. My name is Othneil G. Williams and my appearance 
and testimony are on behalf of the Clock Manufacturers Association 
of America, Inc. 

I have with me Mr. Greene, of the General Time Corp., and Mr. 
Ingraham, of the E. Ingraham Co., of Bristol, Conn. 

I might say I am also president of the Gilbert Clock Co., of Win- 
stead, Conn., and appear here as an interested observer or an interested 
partic ipant. 

The CHarrman. Is it your desire to have these gentlemen as your 
advisers or did you expect them to testify ? 

Mr. Wizu1aMs. For moral support, Mr. Chairman. 

The CHairMan. I am sure you will not need it, but I can see you 
have their moral support. 

Mr. Witt1aMs. I offer a printed statement which has been supplied 
to members of the committee. 

The CHairMan. e his is quite a large volume here. 

Mr. Wittiams. I do not propose to read this, Mr. Chairman, but 
I would like to have it entered as a part of the printed record of the 
proceedings. 

The Cuamman. It is quite long, but, without objection, it is so 
ordered. 
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(Mr. Williams’ prepared statement is as follows :) 


STATEMENT OF OTHNEIL G. WILLIAMS, PRESIDENT, CLOCK MANUFACTURERS 
ASSOCIATION OF AMERICA, INC. 


Mr. Chairman and members of the Committee on Ways and Means, my 
appearance and testimony are on behalf of Clock Manufacturers Association of 
America, Inc., of which I am president. For all of our members I express appre- 
ciation for this opportunity to present to your committee the views of the 
association upon the proposed extension of the Trade Agreements Act. 

Our association represents the largest segment of the American horological 
industry. Members of the association, all of them domestic manufacturers, are 
the following: 


Borg Products Division, George W. Borg Corp., Delavan, Wis. 
Chelsea Clock Co., Chelsea, Mass. 

General Electric Co., Bridgeport, Conn. 

General Time Corp., New York, N. Y. 

William L. Gilbert Clock Corp., Winsted, Conn. 

Herschede Hall Clock Co., Cincinnati, Ohio. 

The E. Ingraham Co., Bristol, Conn. 

Lux Clock Manufacturing Co., Waterbury, Conn. 

New Haven Clock & Watch Co., New Haven, Conn. 

Sessions Clock Co., Forestville, Conn. 

Seth Thomas Division, General Time Corp., Thomaston, Conn. 
Telechron Department, General Electric Co., Ashland, Mass. 
United States Time Corp., Middlebury, Conn., Little Rock, Ark., Abilene, Tex. 
Westclox Division, General Time Corp., LaSalle, Tl. 


* 


These companies all manufacture clocks, and three—the E. Ingraham Co., 
United States Time Corp., and Westclox—also produce pin-lever wristwatches 
Pin-lever watches are so called because in the escapement metal pins are used 
in place of jewels, which are used in the more expensive jeweled-lever watches 
manufactured by other segments of the horological industry. 

In addition to watches and both spring-powered and electric clocks, this in- 
dustry produces myriad timing devices for industrial, scientific, and household 
uses. It manufactures many defense items, notably the rugged but precise 
clockwork control which is the heart of every time fuze. But clocks and watches 
are our principal bread and butter items, which the industry must produce and 
sell in volume, year in and year out, in order to exist on a sound economic 
basis. 

Ours is historically a mass production industry. In 1806, only 8 years after 
Eli Whitney’s 1798 firearm contract with the United States Government—the 
first contract for mass-produced weapons—Eli Terry successfully used mass- 
production methods in the manufacture of clocks; this is the first mass produc- 
tion of peacetime goods of which there is any record.’ Today the industry util- 
izes high speed modern machinery and the most advanced techniques of manu- 
facture. An example of the latter is found in the recent use of powdered metal, 
molded and heat-fused (called sintering) to form precision parts for clocks and 
other items. The clock industry has pioneered in the practical application of this 
technique to actual production, 

Foreign producers of clocks and watches likewise utilize high speed machinery 
and modern mass-production methods. We have no marked superiority in this 
respect, as is the case in other industries. 

We are vitally interested in H. R. 4294, and other legislation on the same sub- 
ject, which you are now considering. It is our conviction that in the past the 
Trade Agreements Act and program have been so written and administered as 
to cause and permit continuing serious injury to our industry, contrary to the 
plainly expressed purpose of Congress. Let me emphasize immediately that we 
are not opposed in principle to the trade agreements program, or its extension. 
However, our industry’s experience clearly shows that if Congress intends that 
trade agreements shall not become the means of inflicting serious injury and 
causing destruction among American producers, specific guides and safeguards 
for administration of the program must be clearly spelled out in the law. 


1 Brooks Palmer, The Book of American Clocks (MacMillan, 1950), p. 4. 
® The Pace Quickens in Powdered Metals, Business Week, issue of March 28, 1952, p. 48. 
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domestic watch and clock industry is peculiarly vulnerable to foreign 
n rhe bor content—the ratio of labor cost to total manufacturing 
{ a watch is SO percent or higher.” Wage rates in the foreign watch and 
clock industries are but a fraction of the wage rates paid in the domestic in 
dustry In Switzerland, for example, our last study indicated that wage rates 
in the watch industry were about one-third the rates paid in our industry, fringe 
benefits included. A leading watch manufacturer operating plants in both Swit 
zeriand and the United States has stated that wage rates in the domestic in 
stry are possibly twice as high as wage rates in the Swiss industry.“ Ameri 
ges in the horological industry are some five times as much as rates in 
» German industry, and about eleven times the rates in the Japanese industry, 
rding to information. The exact ratios are not important for the pur 
liscussion. It is undeniable that comparable wage rates abroad 
i fraction of the rates paid in the United States, and the domesti: 
ritical disadvantage because of this wide disparity 
uld be somewhat less serious in this respect if the labor content 
{ But even with all the modern machinery and 
ive been developed and are employed by ou 
competitors, as well—the wages paid to skilled 
nd women continue to constitute SO percent of our cost 
Che labor content, or labor cost to total cost ratic 
the manufacture of a standard volume model clock 
arm clock. This exceedingly high labor cost factor 
avates our competitive disadvantage in the face of 
‘ The result is that the domestic horological 
ve unless the wide disparity in labor costs is offset by a 
| Ldjusted to the needs of the situation 
I am well aware that the relative productivity of foreign and domestic labor 
will be debated in the course of these hearings on the floor of the House of 
Representatives it has been argued within the past 2 weeks that “ * * * the 
worker’s productivity is so much greater and the unit cost of his 
fore so much ** that domestic producers are not placed 
‘ 1 disadvantage by the ‘r wage rates prevailing abroad. The same argu 
ment has been made in the last few days before another House committee 
who testified that American labor productivity is so 
much greater th: » is no justification for fearing the competitive effect of 
imports 
Ih mtentior mm ob e keystone of the case for extending the Trade 
Agreements with if any, restrictions. TI do not profess to know how for 
! labor productivity compare in other industries, 
and theref , l generalize in replying to this assertion. 
sut I will meet the argument squarely, and dispute it, with respect to the 
horologic: lusti Notwithstanding the lower wage rates prevailing abroad, 
there is no discernible difference between the productivity of foreign and domestic 
labor employed in the watch and clock industry All the reports are to that effect, 
and they are confirmed by the observations of our own representatives who have 
isited and inspected watch and clock manufacturing plants in Switzerland, Eng 
land, Germany, and other countri 


eign and don tic wi ites an 


he superior productivity of skilled German labor, long trained in the manu 
racture of timepieces and other precision items, is traditional In West Ger- 
many the horological industry has been brought to a high level of output, and 
German timepieces are offered in most export markets and are being imported 
into this country increasing quantities. With the aid of Government sub 
sidies and a ince the British industry has experienced tremendous postwar 
growth, and flish firm now boasts that it is the world’s largest exporter 
of clocks and watches 

These resul s could not have been accomplished in either case had the available 
labor force been relatively poor in productivity. The fact is that the produce 
tivity of labor in the principal timepiece-manufacturing countries of the Western 


°U. S. Tariff Commission. Watches, Watch Movements, Watch Parts. and Watcheases 
report to the President on the investigation under sec, 7 of the Trade Agreements Exten 
et of 1951, Washington, June 1952, p. 19. See, also. transcript of testimony in the 
ceedings, where the point is summarized at pp. 1513-1514 
anscript of hearing before the U. S. Tariff Commission in the escape clause proceeding 
watch case, May 24. 1951, p. 1496 
> Hon. Frank E. Smith (Mississippi), Congressional Record, Apr. 15, 1958, p. 2287. 
*Harold F. Linder, Assistant Secretarv of State for Economie Affairs, testifying before 
the House Agriculture Committee on April 16, 1953 ; 
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Hemisphere—Switzerland, Germany, England, and the United States ‘ 
of the same order, a fact which representatives of our Companies have confi 
by personal, on-the-spot observation and investigation in the countries con 
A technically qualified horological engineer and production executive 
industry has, within the past 2 months, observed particular operations in til 
piece factories in foreign countries for the specific purpose of comparing 
productivity of foreign labor with the productivity of American labor performing 
identical or equivalent operations. Close examination disclosed no measurable 
difference in the efficiency of foreign and domestic labor engaged in similar 
duties in the horological industry. 

Labor productivity in a clock-manufacturing plant in the United Kingdom an 
nh a clock-manufacturing plant in the United States, both owned and operated 
by the same American firm, has been compared by close analysis of individual 
output. Productivity in the American plant exceeded productivity in the English 
plant by less than 4 percent. The differential is attributable to the fact that 
the English plant has been established relatively recently—only 4 years ago 
and has not developed maximum efficiency through operating experience. It 
is known that the small difference in productivity will be eliminated in the near 
future. 

I could multiply these comparisons with the same results. 

I do not know what the situation may be with respect to other industries 
which are affected by foreign competition. But the American timepiece industry 
is fighting an uphill battlhe—and, at the moment, a losing one—because of the 
tremendously favorable margin in labor costs enjoyed by foreign watch and clock 
manufacturers. Any argument to the contrary simply does not comport with 
the facts, so far as this particular industry is concerned, There is only one 
practical method of equalizing the wide differential in labor costs, and that is 
by the maintenance of an adequate tariff level. 

At this point let me clarify our position on the pending legislation. We are 
not opposed to continuation of the trade-agreements program. Properly legis 
lated and administered it can constitute a constructive approach to the vexing 
problem of reducing or eliminating unwarranted barriers to international trace 
But we take issue strongly with the argument that as a matter of policy selected 
American industries, such as ours, should be subjected to serious injury and 
destruction from import competition in order that competing industries in othe 
countries may be encouraged and may prosper We therefore reject as unreal 
istic and unfairly discriminatory the Bell report, which says: * 

“So long as the import policy of the United States is based on the concep* 
that imports cannot come into the country if they threaten injury to a domestic 
industry producing the same or directly competitive products, there is little hope 
for increasing imports. Under present-day conditions, this concept is insufficient.” 
| Italic supplied. ] 


In other words, says the Bell report, it is sound economic policy to permit a 
domestic industry to be injured or destroyed in order to promote imports—and, 
it may be added, promote prosperity for the competing industry abroad. The 
argument that such a result is in the national interest impresses us as specious 

There are, in general, three types of bills pending on the subject of reciprocal 
trade and trade agreements. H. R. 4461, introduced by Representative Smith 
of Mississippi, would strip out of the Trade Agreements Act the peril-point and 
escape-clause provisions. It would, in practical effect, implement the Bell report, 
and would sacrifice American industries in order to promote imports. We oppose 
enactment of the Smith bill as an intemperate approach to the solution of prob- 
lems of international trade. 

A number of pending bills would merely extend the act for 1 year without 
change. Their ostensible purpose is to permit a more comprehensive study of 
the economic problems involved. We are opposed to these bills because they 
only postpone the critical decisions on trade policy which must be made. In 
our experience, administration of the trade-agreements program in the past has 
defeated, rather than fulfilled, the purpose of Congress. As a result, the plight 
of our industry and others similarly affected is growing steadily worse. Uncer- 
tainty and confusion as to the future trade and tariff policy of the United States 
and its effect on domestic industry should not be prolonged. The situation 
demands action now in the form of definitive legislation. 


7A Trade and Tariff Policy in the National Interest: A Report to the Public Advisory 
Board for Mutual Security, 1953, p. 100. 
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We favor the provisions of H. R. 4294, introduced by Representative Simpson 
of Pennsylvania. This is the bill which is primarily the subject of these hearings. 
Its provisions are drafted to assure that the trade-agreeménts program will not 
be so administered that domestic industries will be seriously injured or destroyed 
through excessive and improvident tariff reductions. If this is the purpose of 
Congress, the Simpson bill and the practical safeguards which it embodies 
should be enacted into law. 

Features of the Simpson bill which we consider to be indispensable to sound 
administration of the trade-agreements program include the following: 

1. It establishes new standards and criteria for the findings of the Tariff Com- 
mission in both peril-point and escape-clause proceedings. Two new elements 
are added. ‘The first is unemployment of or injury to American workers. Labor 
has much at stade in the trade-agreements program. Because of the great 
differentials in wage rates widespread unemployment can be caused in the 
United States by ill-considered and excessive tariff reductions. Opponents of 
the peril-point and escape-clause provisions insist that no such unemployment 
will exist because low tariffs will be followed by a general improvement in our 
economy and greater employment. If they are sincere in that conviction, why 
do they object to safeguards designed to assure that a contrary result will not 
come about? 

The second criterion added by the Simpson bill is “impairment of the national 
security.” This is an especially sensitive point with the clock and watch industry, 
and I shall comment on it in more detail a little later. The 1951 act was 
deficient in this respect. It made no provision for the fixing of a peril point 
or for resort to the escape clause upon a finding that increased imports or 
particular products would impair the national security. Even the most ardent 
critics of tariff protectionism, as they call it, seem to agree that an adequate tariff 
level should be maintained where the industry affected is essential to defense. 
There is no logical basis upon which the addition of this provision to the law 
can be opposed. 

2. The Simpson bill clothes the Tariff Commission with authority to make 
decisions, and not merely recommendations, in peril-point and escape-clause 
proceedings. Under existing law its findings and recommendations could be 
rejected by the Vresident, and in the last administration they usually were. 
The escape-clause proceeding in the watch case, for example, resulted in a 
clear-cut finding by the Tariff Commission that the domestic industry was 
threatened with serious injury from increasing imports, and an unqualified 
recommendation that the tariff concessions granted in 1936 be modified. The 
Commission’s findings and recommendations were squarely based on the factors 
which the 1951 act required it to consider. Chief among these was (section 7 (b) 
of the 1951 act) “a decline in the proportion of the domestic market supplied by 
domestic producers.” 

This is sometimes referred to as the share formula. 

It was found by a majority of the Commission—as a hard and inescapable fact— 
that the share of the domestic watch market supplied by domestic producers 
had declined from 60 percent during 1936-40 to 40 percent during 1946-50 and 
to 37 percent during 1951, while the share of the domestic market held by 
imports increased from 40 percent to 60 percent to 63 percent during the same 
periods.” On these findings, made strictly in accordance with the act, four of 
the Commissioners recommended modification of the 1936 tariff cuts. 

President Truman disagreed—not merely with the Commission, but with 
the Congress. He rejected the “share” theory which Congress had carefully 
delineated in the act, and by an exercise of discretion completely rejected and 
discarded the Commission's recommendations which were based on extensive 
investigation and analysis covering a period of more than 1 year. For all prac- 
tical purposes the President effectively nullified a specific provision of law and 
thereby completely defeated the intent of Congress. 

If the Tariff Commission is the specially qualified technical body which it is 
designed to be and which we think it is, its findings and decisions in peril-point 
and escape-clause proceedings should be made final and conclusive. It should 
not be made an instrumentality of delay, with wholly nugatory functions, as 
was done in the watch case. Its authority to make findings and to act thereon 
should not be more circumscribed than is the authority of myriad other Federal 
agencies. 


*U. 8. Tariff Commission, Watches, Watch Movements, Watch Parts, and Watchcares, 
report to the President on the investigation under sec. 7 of the Trade Agreements Exten- 
sion Act of 1951, Washington, June 1952, pp. 18, 22. 
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Sections 4 and 6 of the Simpson bill would enpower the Tariff Commission 
to make final decisions, and not merely recommendations, based on its findings in 
proceedings under the peril-point and escape-clause provisions of the law. In the 
absence of such authority in the Commission the supposed means of safeguarding 
American labor and producers are illusory and not real. We ask the committee 
to adopt the provisions of the Simpson bill in this regard. 

8. Section 14 of the Simpson bill would increase the membership of the Tariff 
Commission from 6 to 7. The obvious and desirable purpose of this change 
is to avoid stalemates resulting from tie votes. In some recent cases 3 to 3 
findings by the Commission have left important issues unsettled and incon 
clusive. A 8 to 8 tie in the watch investigation prevented a decision on the 
critical question of present injury to the domestic industry, although the threat 
of serious injury was found by a vote of 4 to 2 
a majority decision by the Commission on matters presented to it, member 
ship of the Commission should be increased to 7. 

It may be said that, since the Commission is a bipartisan body, if its member 
ship were increased to 7 the majority would always reflect the views of the 
administration in power at the time. We are satisfied that this would not be 
the case, having regard to the integrity and independence of the Commission, 
especially if clothed with the responsibility of making decisions and not merely 
recommendations. But even if the Commission were, by its increase to 7 mem- 
bers, made responsive to administration policy, that result would be far pref 
erable to the frustration of a tie vote after months of hearings and intensive 
investigation. 

In addition to the three changes proposed by the Simpson bill which I have 
discussed—strengthening the criteria to be applied in peril-point and escape 
clause proceedings, empowering the Tariff Commission to make final decisions 
instead of recommendations, and increasing the membership of the Commis 
sion from 6 to 7—there are other provisions of the bill which we strongly en 
dorse. For example, it is essential that the time for investigation and decision 
by the Consmission be reduced from 1 year to 6 months, as section 6 provides 
on the principle that “justice delayed is justice denied.” Section 6 also pro 
vides that the adjustment in rates of duty which the Tariff Commission can 
make in an escape-clause proceeding shall not be limited to a 50 percent increase 
in the rates existing on January 1, 1945—which limitation was one of the ap 
parent effects of the 1945 extension of the Trade Agreements Act. Such a 
limitation is manifestly too restrictive since, as in the case of watches and 
other articles, the damage was done by tariff cuts made long prior to January 
1, 1945. We also approve section 11, which would require enforcement of 
countervailing duties as to foreign goods whose export to the United States has 
been subsidized indirectly through currency manipulations, as well as directly, 
by the country of origin. The customs laws already require the imposition of 
countervailing duties to offset foreign subsidies, but on a clear indication that 
such subsidies are being granted on German clocks exported to the United 
States we have been unable to get the State Department and the Customs 
Bureau even to make an investigation of the facts. 

Past administration of the trade agreements program has been such that it 
has enabled foreign watch manufacturers to seize nearly two-thirds, and com 
plete control, of the American market. Last year's denial of escape-clause re 
lief to the hard-pressed domestic industry not only perpetuated the Swiss seizure 
of the market, but paved the way for still greater dominance by imports and 
still further decline in the share of the market supplied by American producers 

A brief summary of the events of the past few years is necessary to an 
understanding of the critical situation now confronting our industry. 

Watches.—In 1935 and 1936 the United States and Switzerland entered into 
a trade agreement which became effective February 15, 1936. Rates of duties 
on watches, under the United States tariff schedule, were reduced 28 percent 
te 42 percent. In the same year the Swiss currency was devalued by one-third, 
and this had the effect of a further reduction in the degree of protection pro- 
vided by United States tariffs. Inflationary factors which developed before, 
during, and after World War II reduced the ad valorem equivalent of United 
States duties on watch movements from an average of 81 percent in 1935, the 
last year before the Swiss agreement, to an average of 3614 percent in 1951." 


To assure, so far as possible, 


*°U. 8S. Tariff Commission, Watches, Watch Movements, Watch Parts, and Watchcases 
report to the President on investigation under sec. 7 of the Trade Agreements Extension 
Act of 1951, Washington, June 1952, p. 19. 
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mestic watch manufacturers were converted 

and were thereby prevented for a period of at 

ast 3 vears { n maintaining a competitive position in the domestic market. 
During this period foreign-made watches had unrestricted access to the United 


Mid NO 


had a cumulative effect. In the postdepression years and war 
utchymakers were able to exploit and seize the fast-growing 
h market Domestic producers, unable to match the low wage 
iufacturing costs of the foreign industry, were held at a static, 
ion rhe magnitude of the progressive invasion of the United 
market by foreign producers is vividly shown by the following 


nited States, 1933-53, showing percent of increase 


Percent in- 

crease over 

preceding 
year 


Percent in- 
Units crease over 
1935 
996, 012 565 51.07 
914, 933 75.3 —13. 52 
, 397, O84 35. 91 
, 657, 214 703. 5 2. 76 
1947 306, 369 —13. 99 
48 044, 599 5 & &O 
1949 099, 476 —10.45 
1950 9, 508, 008 17. 39 


1951 1, 575, 916 21.75 
1952 938 70 


Source: United Stat riff Commission compilations 


If imports of other types or classes of goods during the same period had in 
creased generally in anything like the same proportion, it might be said with 
some force that the domestic watch industry could not complain. But there 
were no such general increases. Imports of all manufactured goods increased 
only 68% percent between the 1931-35 average and the year 1951. During the 
same period imports of watches increased by more than 1,400 percent. This table 
compares the imports of manufactured goods with imports of watches for se- 
lected average periods and years: 


Imports of manufactured goods into the United States, 1931-35 to 1951, as 
compared with imports of watches 


{100=average 1923-25] 


Index of 
imports of 
manufactured 


goods 


Increase over , | Increase over 
or ae Imports of 7 . 
1931-35 931-35 
watches 1931-35 
average average 


Percent Percent 
1931 35 average 89 768, 933 
1936-40 average 102 14. 61 2, 945, 671 283. 
1941-45 averag¢ as 10. 11 , 780, 360 7a1 
1941 81 8. 99 , 300, 160 459. ; 
1942 ‘ 79 —11. 24 5, 292, 712 588. : 
1943 104 16. 85 , 996, 012 939. 
1944 105 17. 98 5, 914, 933 | 699. ¢ 
1945 113 26. 97 , 397, O84 1, 122. 3 
1946 100 12. 34 9, 657, < 1, 155. 92 
1947 93 56. 18 , 306 Y 980. 2! 
1948 114 28. 09 , 044, 599 3. 28 
1949 112 25. 84 9, 099, 476 : 
1950 139 56. 18 9, 508, 008 , 136. 52 
1951 150 68. 54 11, 575, 946 1, 405, 


Source: Statistical Abstract of the United States, 1952, p. 847 


What happened in the domestic watch market during this period is illustrated 
by the following table, which compares the number of watches imported for 
each 1,000 of United States population with the number of domestic pin-lever 
wrist watches sold per 1,000 of United States population, in selected years: 
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Watch imports per 1,000 United States population compared with domestic pin- 
lever watch sales per 1,000 population in selected years 


Number 
United Total watct of w itches 


tates ir rt mported 
nports 
population ‘ per 1.000 


population 
populatio 


127, 250, 232 1, 201, 8 { 5 2, 925, 984 


131, 669, 275 6, OR 2 8A9. 00 


150, 697, 361 9, 508, 008 : ? 773, RRO 


152, 844, 000 11,5 946 75. 7 §, 104, 278 


2 155. 750. 000 11. A56. 988 74 2 GOR, 759 


Census Bureau estimates as of April 1, 1951 
Census Bureau estimates as of January 1, 1952. 
U.S. Tariff Commission statistics 
4 Statistics compiled by Clock Manufacturers Association of America, Inc. 


Jeweled watches of domestic manufacture have been omitted from the fore 
going comparison because complete sales figures are not available. The year 
1935 was selected as the last year prior to the Swiss agreement, for purposes of 
comparison. 

There were the consequences, in the watch industry, of a trade agreement 
negotiated before Congress had undertaken to establish statutory safeguards 
to prevent serious disruption and possible destruction of domestic industries. 
Few, if any, other domestic industries were similarly exposed to foreign com- 
petition of such extraordinary proportions. It is obvious that the American 
horological industry has been forced to bear a disproportionately high and in- 
equitable share of the competition offered by the total volume of imported goods. 
The watchmaking members of our industry have never been able to obtain an 
answer to this question: Why were American watch manufacturers singled 
out for such severe and unprecedented economic punishment? 

We cannot be convinced that any such result in the watch industry, or in any 
other industry, was anticipated or intended by Congress when it first enacted 
the Trade Agreements Act in 1934. We believe that in again extending the act 
in 1958 the specific safeguards provided by the Simpson bill should be adopted 
to prevent a recurrence of the deepening crisis in the horological industry. If 
the peril-point provisions, as amended by the Simpson bill, had been in force 
when the 1936 agreement with Switzerland was negotiated, the permissible 
tariff reductions would have been less drastic and the consequences far less seri 
ous for domestic producers. If the escape clause provisions proposed by Mr. 
Simpson’s bill had been in effect in 1952 the adjustment of watch tariffs would 
have been settled on a scientific basis by the Tariff Commission’s decision, and 
the opportunity would not have existed for the flouting of congressional intent 
which actually occurred subsequently. 

Clocks.—In a very recent period the pattern of experience with respect to 
watch imports is being repeated as to clocks. Prior to the agreements concluded 
at Torquay, England, in 1951 rates of duty on clocks afforded reasonably suf 
ficient protection to the domestic clock industry because it was, as it still is, 
sharply competitive at low retail price level. Outstanding efficiency in Ameri 
can clock factories, operating on a mass-production basis, kept production costs 
at a minmium consistent with a sound wage rate structure. Under these circum- 
stances, few clocks of foreign manufacture were imported. An exception de 
veloped in the form of Swiss movements imported and dutiable as watches be- 
cause of their size, but actually cased and sold as small clocks. 

When it was announced in 1950 that clocks were to be considered for tariff 
reductions at the Torquay negotiations our industry appeared before the Com 
mittee for Reciprocity Information in opposition to such reductions. We pro- 
vided extensive information on the condition of the clock and pin-lever watch 
industry, on comparable wage rates and production costs in the United States 
and abroad, on the essentiality of the industry to defense production, on the 
serious injury which volume imports of clocks would inflict on domestic pro 
ducers and American labor, and on all of the factors which bore out our con 
tention that clock tariffs could not safely be reduced. 

We might as well have been whispering in a hurricane. The agreements signed 
at Torquay in early 1951 reduced virtually every rate of duty applicable to clocks 
and related articles by 50 percent, the maximum cut permitted by law. These 
reductions were made effective October 1, 1951, when West Germany became a 


382604—53——29 
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member of GATT. The following table, which covers a 5-year period of imports 
of clocks, shows the immediate result : 


Clocks: Imports into the United States, 1948 to 1952, inclusive, by units, value, 
and average value 


\ 1 A verane alu 
1948 10. 174, 785 16. 62 
2,57 278, 831 8.5 

19 2) SOS ) ‘7 

lv 1,411,8 7. 20 

25), it U.S 

= q 51 te the t 
t t ) 
I FT { t I r f Merchar e for 

( 

Only one full calendar year (1952) has elapsed since the new reduced rates 
of duty on clocks became effective ‘the volume of imports in 1952 was not 
sufficier of cow to warrant a complaint of serious injury by our industry. 
But the sudden upward trend of imports of clocks following the reduction in 
duties is both ghiv significant and ominous. It is ominous bacause it follows 
the pattern of our experience with watch imports. If that pattern is repeated 
and for n « ks, like foreign watches, usurp the domestic market, then the 
American clock and pin-lever watch industry will indeed have lost both its 
bread and its butter, and cannot survive as a healthy element of our national 
ecole \ 

Again, if the “peril point” provisions—either as written into the 1951 act or 
us now proposed by the Simpson bill—had governed the Torquay negotiations, 
no such radical reduction could have been made. The best evidence of that fact 


is found in the haste with which the Torquay protocol and agreements were signed 
and proclaimed in order to avoid the “peril point” provisions of the Trade Agree 
ments Extension Act of 1951, which did not become law until June 16, 1951. We 
assert with no fear of contradiction that any objective analysis in 1950 would 
have established beyond question that tariffs on clocks could not be reduced as 
much as 50 percent without causing serious and probably irreparable injury to 
the domestic industry But no such analysis was made, 

I cite this instance as another exampie which makes imperative, in our view, 
on of mandatory “peril point’ provisions of the type embodied in the 
Simpson bili 

In this connection I recall that after we appeared before the Committee for 
Reciprocity Information and before the Torquay negotiations were commenced, 
a Government economist in the international trade field undertook to prove to a 
representative of our industry that it was mathematically impossible for foreign 
clocks to compete with low-priced domestic clocks in the American market, even 
with a 50 percent cut in the tariff. His thesis was that imported clocks could 
only compete in the price range of $10 or higher if a maximum reduction in the 
rates of duty were made on all clocks. Doubtless the Government economist 
hasn’t checked the figures, but the fallacy of his theory—and it is presumably 
the theory on which the tariff rates were reduced at Torquay—has already been 
thoroughly discredited. Between 1951 and 1952 the greatest proportionate 
increases in imports of clocks were in the less than $1.10 category and in the 


$1.10 to $2.25 category as the following table shows (5-year period) : 


Clocks: Imports into the United States in 1948-52—Units by statutory value 
brackets (par. 368, dutiable list) 








$0.0-$1.10 $1.10-$2.25 $2. 25-$5.00 $5.00-$10.00 | Over, $10.00 Total 
1948 ) 1, 198 2, 103 2,515 4,610 10, 517 
1949 RO4 9, 141 6, 224 10, 190 6, 213 $2, 572 
19 7,8 30, 794 47,429 37, 501 11, 64 , ) 
1951 2, 254 18, 022 81, 409 66, 664 25, 188 193, 537 
152 31, 790 40, 166 87, 521 97, 649 23, 638 280, 764 


Source: Department of Commerce, Report No. FT 110, United States Imports of Merchandise for 
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In this instance, obviously, the tariff reduction was predicated on an unsound 
theory A scientific analysis of the situation by a qualified technical body—the 
Tariff Commission—would have revealed the extent, if any, to which tariffs might 
sufely be reduced. This is the function of the peril-point provision, and we 
endorse it, with the Simpson amendments, as indispensable to any further exten 
sion of the Trade Agreements Act. 

The bulk of our industry is located in New England, and centered in Connec 
ticut With the older industries in the same region, it Was especially hard hit 
by the recession of 1948-49. Sales declined sharply with commensurate in 
creases in unemployment. So far as the clock and watch industry is concerned, 
this situation was unquestionably seriously aggravated by the intensity of import 

ompetition at the time. The experience of this period plainly shows the fallacy 
of withdrawing adequate tariff protection from industries which, like ours, are 
not expanding. Tariff reductions should not be made, or continued, as to prod 
ucts of industries unable because of foreign competition to develop new growth 


when business activity generally is high, and adversely affected to a serious 
degree in times of economic adjustment The clock and watch industry is in 
this category 

We agree with the position taken by the committee on the New England econ 
omy on this point: 

During the recession of 1948—49, there was much opposition from New England 


to proposals for further cuts in tariffs While New Engla innot sist 
upon its own interests against those of the entire country or the world, it can 
hope that the decline of employment in older industries will go on at a pace that 
makes adjustments possible with a minimum of hardship. In other words, if 
national policy dictates $1 billion additional imports, the correct policy should 
be reduction of tariff barriers for growing industries and in directious which 
affect faster growing areas more than others Indeed, in the midst of a defense 
boom, reductions are not likely to be felt: but the possibility of later effects 
(say, in depression) should also carry weight.” 

kor the information of any member of the committee who may be interested 
in knowing how many clocks our industry exports, as a practical matter we 
export none. In the last half of 1952 exports as reported by the Department of 
Commerce consisted of 1,865 clocks having an aggregate value of $6,604. We 
have long since been excluded from export markets by two factors—the sub 
tantially lower production costs enjoyed by foreign manufacturers, and em 
bargoes against our products by the United Kingdom and Commonwealth 
countries. 

I have referred in this statement to those provisions of the Simpson bill which 
require that the effect on the national security be considered as a factor in 
both peril-point and escape-clause proceedings. Since the days of Adam Smith, 
economists have recognized the validity of the defense argument in support of 
tariffs for industries indispensable for the Military Establishment. The mani 
fest essentiality of our industry to the national defense was entirely ignored in 
the Torquay negotiations, and was given only the most superficial consideration 
in President Truman’s rejection of the Tariff Commission’s recommendations in 
the escape-clause proceeding. To illustrate the critical importance of the 
national-security provisions of the Simpson bill, I will list a few of the pertinent 
facts regarding our industry which were not given their in the escape-clause 
decision, 

For more than 8 years during World War II the clock and pin-lever watch 
industry was 100 percent engaged in defense production. We manufactured some 
25 million complete military items and some 3% billion components and parts, 
many involving almost incredible intricacy and accuracy considering the volume. 








The New England Economy, a Report to the President, July 1951, p. 148 
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A partial list of the more familiar articles manufactured in whole or in part by 
our industry during World War II is as follows: 


TYPICAL ITEMS PRODUCED BY THE CLOCK AND NONJEWELED WATCH INDUSTRY DURING 
WORLD WAR II 


Fuse and fuse parts for bombs, 
mines, rockets, and flares 

Detonators for shells 

Timers for bombsights, sea mines, anti- 
tank land mines, lifeboat transmit- 
ters, intercommunication units, battle 
announcing, and many other war 
mechanisms 

Keyers for radios, telephones, beacons, 
and other communication and warn- 
ing devices 

Aerial camera components 

Airborne radar antennas 


sea 


D. C. signal flashers 

Antiaircraft battery commander obser- 
vation instruments 

Tubes for airplane engines 

Bore sight and intervalometer 
nuity testers 

Dial mechanisms for tank radios 

Intervalometers 

Clock movements in recording instru- 
ments used in the manufacture of ex- 
plosives, including the atom bomb 

Specially designed clocks used in 
atom-bomb-test program 


conti- 


the 


Averages for sextants 

Azimuth instruments 

Mine relays 

Listening devices 

Antennas mounts for Signal Corps 
Accelerometers 

Camera overrun controls 

Field radio cases 

Course clocks 


Turn control (automatic pilots) 
Precision optics 

Demolition firing devices 
Incendiary bullet cases 

Direction finder-link trainer 
Flasher unit-aircraft running light 
Commutators 

Dual motor and interrupter units 
Bullet cores 


All of our companies are now engaged in war production of one kind or another. 
Much of our work is highly classified. There are important research and de- 
velopment contracts, for items not ready for full-scale production. The mechan- 
ical time fuse is one of the important items in the volume of our production. 

Let me point out that the mechanical time fuse is the standard fuse, used by 
our armed services in immense quantities. Each such fuse contains a clockwork 
timepiece—equivalent in principle and function to a watch or small clock. This 
timepiece must be so ruggedly constructed that it will absorb without damage the 
shock of the blast which fires an artillery shell, yet will maintain such delicate 
accuracy that it will detonate the charge within a minute fraction of a second, 
as may be predetermined. The timepieces which control the detonation of by far 
the largest proportion of artillery shells of all kinds are made—and can be 
made—only by the horological industry. Other industries have attempted, but 
failed, in the effort te produce these mechanisms. Only one firm not actually 
engaged in manufacturing timepieces as such—but nevertheless a part of the 
horological industry—has succeeded in fuse-timer production. 

I should add that the mechanical time fuse has not been displaced, and is 
not likely to be displaced, by the electronic or proximity fuse. Two reasons may 
be cited. The first is that the two fuses are designed to serve entirely different 
purposes. The second reason is that the use of proximity fuses actually in- 
creases the need for mechanical time fuses, since every proximity fuse is 
equipped with a mechanical time fuse which acts as a safety device. 

I will not attempt to list for the committee the multitude of commendations 
received by members of our industry for their contribution to war production 
in World War II. It will perhaps suffice to say that the percentage of our com- 
panies which received the coveted Army-Navy E award for quality and quantity 
of production was many times greater than the percentage of eligible plants 
generally which received the award. It is a matter of official record that only 
5 percent of the eligible plants in the United States were awarded an Army-Navy 
E, and that 100 percent of the companies manufacturing both clocks and pin- 
lever watches received this signal recognition with as many as 3 stars added 
for continued high-level performance. 

Even before the days of mass production, clockmakers* played an important 
role in defense production. In his excellent work on American clocks, Brooks 
Palmer comments that— 

“Then came the war of the [American] Revolution, and clockmakers turned 
to making guns, bullets, and war material. Many a lead clock weight was con- 
verted into bullets. The part of the clockmaker, blacksmith, and gunsmith in 
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this successful campaign has never been fully told or appreciated. * * * At 
the end of the war, clockmaking was resumed.” ™ 

Modernly the clock and watch industry has become even more a strategic in- 
dustry. German invention of the clockwork time fuse in about 1912 quickly 
made the old-style powder train fuse obsolete. During the rise of Hitler in the 
1930's, Nazi strategists recognized the military importance of the British and 
French timepiece industries and sought to neutralize it. Long before World 
War II finally began in 19389, Germany had succeeded in virtually destroying 
the clock and watch industries in these two countries. This result was accom 
plished through export subsidies, which were as much as 45 percent on exports of 
timepieces to England and 40 percent on exports of the same kind to France 
Under this demoralizing competition the horological industries of England and 
France dwindled and virtually disappeared 

At the outbreak of World War II, both countries were seriously handicapped 
and defensively crippled because of their inability to produce those parts of 
time fuses and other military items which only the timepiece industry can design 
and manufacture successfully and in volume. The American clock and watch 
industry was called upon in this emergency and devoted its energies and facilities 
to meeting the critical needs of the Western Allies in the early days of the war 
This early production of military defense items prepared our industry for full 
conversion to meet the extraordinary demands of our own Armed Forces when 
the United States was attacked. 

Following the capitulation of Japan, the next month England moved to re 
habilitate and strengthen her watch and clock industry as a security measure 
On October 16, 1945, the House of Commons appropriated substantial funds out 
of which assistance was given to the British timepiece industry. I invite your 
special attention to the following excerpts from the statement made by Sir Staf 
ford Cripps, president of the Board of Trade, on the floor of the House of 
Commons: 

“Before the war, the committee will appreciate that, though this country 
manufactured a certain number of high-grade clocks, practically the whole of 
our requirements, as regards the ordinary clock and watch trade, were imported 
from abroad. Over 7 million watch movements and about 5 million clock move 
ments were imported into this country annually, and, when the war came and 
we needed, naturally, to mobilize all the engineering resources we could muster, 
the inadequacy of the clock and watch industry left a very serious gap in what 
may be termed our industrial armory. The services required a great number 
of clockwork fuses, as well as clocks and watches 

* + * + - * > 

“If we had had a considerable watch and clock industry earlier, not onl; 
should be have avoided the risks which are inseparable in such circumstances 
from dependence on overseas sources, but we should have had a reservoir from 
which we should have drawn machine tools, skilled labor and management well 
suited to the manufacture of many of those precision instruments upon which 
war so much depends today.” [Italies supplied. ] 

The legislation thereupon adopted by the House of Commons was only part 
of a broad program adopted by the British Government to protect its horological 
industry. Among others, these steps were included, all as stated by Sir Stafford 
Cripps: 

1. Quantitive restriction of imports of clocks and watches 

2. Increase in import duties from 20 to 25 percent, to 3314 percent 

3. A buy-British policy as to clocks and watches. 

4. Establishment of a national college for clock and watch manufacture. 

5. Lease by the Government of plants to watch and clock manufacturing 
firms on easy rental terms, and so that the firms will have been relieved of 
depreciation for the duration of the lease. 

This action by the British House of Commons in dealing realistically with 
the problem of rebuilding the clock and watch industry as essential to defense 
is so significant that I have taken the liberty of attaching to each copy of this 
statement filed with your committee a reproduction of the official proceedings 
of the House of Commons upon this point. You will find it most interesting 
reading. 

What has happened to the British horological industry under the stimulus of 
higher tariff protection and other government encouragement? As long as 2 


“1 Brooks Palmer, The Book of American Clocks (MacMillan, 1950), p 
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years ago an official of Smith’s English Clocks, Ltd., an English firm, asserted 
that his company had become the largest exporter of clocks and watches in 
the world. With government support the British clock and watch industry is 
booming. England does not mean to be caught napping again with a shortage 
of timing devices and other military items essential to her defense. 

The German timepiece industry is growing, with rapidly increasing exports 
to the United States and elsewhere. France has a healthy clock and watch 
industry, and as long ago as 1947 Russia had taken steps to build facilities to 
manufacture timepieces. Switzerland continues to be the world’s greatest 
producer of watches. 

In ail of these countries the strategic value of a healthy peacetime horological 
industry is recognized. In all of them the clock and watch industry is protected 
or subsidized, or both. 

How about the United States? 

The reverse is true in our country Within the last 2 years maximum reduce 
tions have been made in the tariffs on clocks, and the first waves of a tide of 
imports are beginning to pour in. Within the last year escape-clause relief 
has been denied as to watches, and imports which already control two-thirds 
of the United States watch market are moving to enlarge their control. 

If the American clock and watch industry is strategically important to the 
national defense—which is not disputed—it won't be for long under present con 
dition It simply cannot stand up against floods of imports from foreign clock 
and watch industries which are adequately protected and even encouraged by 
their governments. Attrition from continued foreign competition will inevitably 
reduce the American industry to the point where, in time of national peril, it 
will simply not have available the plan, production equipment, management, 
toolmakers, and skilled labor to manufacture war material embodying principles 
of the horological science. 

Where then will our armed services procure urgently needed timing devices for 
modern weapons? Having made ourselves dependent on overseas sources, as Sir 
Stafford Cripps put it, will we import timing elements for time fuses, for ex- 
ample, from Switzerland, Germany, England—or Russia? An indigenous horo- 
logical industry cannot develop with mushroom growth after the crisis occurs. 
Clockmaking and watchmaking require long periods of research and tooling, 
and yvears of training labor 

Even former President Truman, in rejecting the Tariff Commission’s escape- 
clause recommendations last year, acknowledged the essentiality of the time 
piece industry to the national security. In concluding his letter to the chairman 
of the Ways and Means Committee he said: 

“Tn reaching my decision on this matter, I have been mindful of the importance 
of maintaining a domestie watch industry adequate to meet our defense needs. 
For the reasons I have indicated, I believe we can expect a healthy, vigorous 
watch industry to be maintained in this country—an industry that will be ade- 
quate for defense needs.” 

President Truman’s belief in this respect is not borne out by the facts, so far 
as our industry is concerned. Our capacity—in terms of facilities and person- 
nel—to produce watches in 19583 is less than it was prior to the outbreak of 
World War II. With respect to the question of capacity for defense production, 
this industry is being asked to expand to meet fuse requirements now. Military 
procurement agencies have expressly acknowledged that the lack of facilities 
and labor supply prevents any increase in present production schedules, Stating 
that proven sources of supply of mechanical time fuses are limited, one of the 
most important of the procurement agencies has urged a member of our 
association to investigate and consider every possibility of accelerating present 
production capacity. 

Members of our industry engaged in fuse production are not able to schedule 
second-shift operations. This step is not feasible for the reason that we lack 
the necessary labor resources to provide manpower for the second shifts. <A 
period of careful training is required before men or women workers become 
qualified for the production and assembly of fuses. Moreover, in the smaller 
communities in which some of our plants are located, additional labor, suitable 
for such work, is no longer available. 

Because of these factors and conditions members of our industry have at 
times been unable to accept additional contracts for fuse production. At least 
one such contract for a large volume of urgently needed mechanical time fuses 
has not yet been placed, according to my information. 
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The problem of assuring capacity to produce fuses and related defense items, as 
needed, is not in the future. It is here and unsolved. The immediate demand for 
fuses appears greater than the industry can quickly absorb. 

It is an inescapable conclusion that the horological industry must be basicall) 


especially where, as in the present uneasy period, there are wide and unexpected 
fluctuations in military requirements. 

We in the clock and watch industry feel the most serious sense of responsibility 
in this situation. I assure you that all of us are acutely aware of the difficult 
problems in military production which will arise if, in wartime, this country 
finds itself without its own source of supply of such elementary, but indispensable, 
items as timing units for fuses. It happened in England. It can happen here 

In the course of the 1951 escape clause proceeding before the United States 
Tariff Commission we presented evidence of the essentiality of our capacity for 
defense production. This was done despite the statement of the Chairman of the 
Commission that evidence of defense essentiality was not germane to the inquiry 

The formal findings of the Commission ignored the subject completely. Three 
of the Commissioners commented merely that “* * * the maintenance of these 
fwatehmaking facilities and skills] is vital to the national defense.” The re 
maining three Commissioners disregarded the point. In rejecting the Commis 
sion’s recommendation that tariff concessions be withdrawn, President Truman 
took only casual note of the matter 

On behalf of our industry I therefore urge the committee, and through it the 
Congress, to make the effect on national security the paramount consideration in 
determining whether and to what extent any American industry shall be pro 
tected The Department of Defense is the agency preeminently qualified to 
evaluate the defense importance of any industry. In both peril-point and escape 
clause proceedings the specific findings and views of the armed services should 
be required to be made available to the Tariff Commission whenever it appears 
that the national security may be involved. 

Our industry cherishes deep pride in its signal role in the history of our coun 
try. We are not vet ready to capitulate to predatory foreign competition, based 
on low standards of living and even lower wage rates. We do not believe that our 
industry or any other American industry should be deliberately sacrificed and 
destroyed in order to promote prosperity abroad or to give some other American 
industry a more favorable export market. The Trade Agreements Act can pe 
form a useful and constructive function in international trade. But the philos 
ophy of live and let live, and not the ruthless extinction of selected domesti¢ 
industries, should characterize its administration 

Look carefuliy at the need of England in World War II for a timepiece 
industry. 

In a very real sense the fate of our industry and others may depend on the 
decision which you are about to make. We are convinced that in this situation 
the Simpson bill offers the soundest and fairest solution, and I bespeak for it your 
most earnest and favorable consideration. 





[ Vol. 414, No. 17, Tuesday, October 16, 1945] 
PARLIAMENTARY DEBATES 
(Hansard) 

HOUSE OF COMMONS OFFICIAL REPORT 
CLASS VI. BOARD OF TRADE 


Motion made, and Question proposed, 

“That a Supplementary sum, not exeeding £200,000, be granted to His Majesty, 
to defray the charge which will come in course of payment during the year ending 
on the 31st day of March 1946 for the salaries and expenses of the office of the 
Committee of Privy Council for Trade, and subordinate departments, including 
assistance to the watch manufacturing industry in Great Britain and a grant 
in aid.” 

The President of the Board of Trade (Sir Stafford Cripps): This is a new mat- 
ter, and perhaps I may be allowed to give a short explanation of it to-the 


2 Letter from the President to Hon. Robert L. Doughton, chairman, Committee on Ways 
and Means, Aug. 14, 1952. 
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Committee. Before the war, the Committee will appreciate that, though this 
country manufactured a certain number of high-grade clocks, practically the 
whole of our requirements, as regards the ordinary clock and watch trade, were 
imported from abroad. Over 7,000,000 watch movements and about 5,000,000 
clock movements were imported into this country anually, and, when the war 
came and we needed, naturally, to mobilise all the engineering resources we could 
muster, the inadequacy of the clock and watch industry left a very serious gap in 
what may be termed our industrial armoury. The Services required a great 
number of clockwork fuses, aS well as clocks and watches. 

$y the time the peak production had been reached during the war, we were 
able, broadly speaking, to provide the first two of these—clockwork fuses and 
clocks—in adequate quantities, but we have only recently reached the production 
stages for watches, and that only on a comparatively small scale. Consequently, 
we had, even in the war, to import our requirements of these, and also an item 
Which a good many hon. Members will remember from their correspondence 
alarm clocks, Which were one of the essential civilian needs. If we had had a 
considerable watch and clock industry earlier, not only should we have avoided 
the risks which are inseparable in such circumstances from dependence on 
overseas sources, but we should have had a reservoir from which we should 
have drawn machine tools, skilled labour and management well suited to the 
manufacture of many of those precision instruments upon which war so much 
depends today. 

The civilian population has, of course, during the war, been kept extremely 
short of both watches and clocks, and the knowledge that we were bound to con 
tinue a tight control over imports for a considerable time until we could see our 
way through the difficult problem of the balance of payments provided a second 
reason for considering the steps necessary to encourage the large-scale production 
of watches and clocks in this country itself. Accordingly, the Coalition Govern- 
ment invited me, when I was at the Ministry of Aircraft Production, to examine 
this problem with the other Ministers concerned and with the industry, and my 
hon. Friend the Member for Mid-Befordshire (Mr. Lennox-Boyd), then Parlia- 
mentary Secretary to the Ministry of Aircraft Production, did a very excellent 
piece of work in conducting the whole inquiry for me, and the conciusions reached 
by that inquiry were endorsed by myself and the President of the Board of Trade 
and approved by the Government last May. The present Government is in full 
agreement with those conclusions. Although this Committee is concerned today 
with only one of the measures which were proposed, I think it may be of assist 
ance if I were to take this opportunity of stating briefly the other main conclu 
sions that were reached. 

First, in view of the balance of payments difficulties, to which I have already 
referred, quantitative restriction of imports of clocks and watches is bound to 
continue for some time at least, but, in deciding what imports we must licence, we 
shall, of course, have regard to the quantity of home-produced clocks and watches. 
The industry has been informed of this fact, and it is hoped it will take this 
opportunity of putting itself on a fully efficient basis to supply our own needs 
and also, we hope, to make a contribution towards our exports. Secondly, import 
duties on alarms and other cheap clocks were reduced to 20 per cent. and 25 per 
cent. ad valorem respectively to implement the Anglo-German Agreement of 1933, 
and the last Government agreed to bring these again into line with the duties on 
other clocks and watches, namely, 33144 per cent. ad valorem, and a Treasury 
Order to that effect was made in July last. Thirdly, the Government will place 
orders for clocks and watches for the Services with British producers to the 
fullest extent practicable, always having regard to the fact that the Services 
must have the best equipment and that we must have it at a reasonable price 
Fourthly, in order to build up a body of highly trained technicians, the provision 
of facilities for technical education is essential. My right hon. Friend the Min 
ister of Education has decided that a National College for Clock and Watch 
Manufacture is needed, and she is taking steps to get this established in the near 
future. 

These measures should enable us to build up an efficient industry so far as 
clocks are concerned. It is clear, however, from all the advice we have been 
able to secure, from our own wartime experience in production and a detailed 
cost investigation, that more will be needed if we are to establish ourselves firmly 
in the watch manufacturing field. Some firms, it may be, will be able to go 
ahead without further assistance than that I have already described, and we 
shall do all we ean to make their projects a snecess. We are satisfied, however, 
that the hazards and difficulties are such that development of what amounts to 
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substantially a new industry upon a sufficiently large scale will be unlikely 
without that degree of Government support, encouragement, and supervision 
which can only be secured by some participation by the Government in the risk. 

Accordingly, it is proposed that the Government should acquire and lease on 
easy rental terms the essential plant for a limited number of selected manu 
facturing projects. Pending the submission of these proposals to Parliament, 
those who it was thought might make a contribution to the problem were in 
vited by the Ministry of Aircraft Production to discuss possible arrangements. 
Some proposals have already been submitted and otlfers are expected to be 
submitted shortly, but, to enable assistance to be given immediately to the 
projects selected, this Supplementary Estimate is presented in advance of such 
legislation as may ultimately prove to be necessary. 

The broad outlines of the scheme are that essential plant will be leased to the 
selected firms for five years at a rental of 4 per cent. per annum on the initial 
value of the plant, and the firms will be given the option to purchase the plant 
at the end of the term at the then fair market price. In other words, the firms 
will have been relieved of depreciation for the duration of the lease. As a condi 
tion of this assistance, the firms will be required to make full use of the plant, 
to undertake research and development and take all possible steps to reduce 
their costs, so that British watches may become, as rapidly as possible, as com 
petitive as those made elsewhere. The forecast of £1,000,000 mentioned in the 
Supplementary Estimate as the total of plant to be provided is the amount which 
we think will be needed to start an industry basically sound and capable ulti- 
mately of meeting a large part of our demand for watches. Some part of the 
plant will come from Government surpluses. If we assume a rate of 15 per 
cent. for depreciation per annum on the initial value, the assistance to the in- 
dustry over the five year period will amount to 75 per cent. of the value of the 
plant provided, and that will probably be somewhere between 5 and 10 per cent. 
of the total cost of production during that period. 

If we can so establish an efficient watch-manufacturing industry at so small 
a cost, I am sure the Committee will agree that the money will be well spent. 
It is to be observed that some of these projects are being placed in the develop- 
ment areas, and also, in one case, it is contemplated that a factory, where cer- 
tain types of watches have been manufactured during the war, will come into 
use. I trust that, with that short explanation, the Committee will agree to the 
istimate. 


7.0 p. m. 


Vr. Lennoxr-Boyd (Mid-Bedford) : Whilst thanking the right hon. and learned 
Gentleman for his kind reference to myself, I would like to say how deeply 
this House and this country will be indebted to those officials of the Ministry 
of Aircraft Production who, at the height of the aircraft programme, in one of 
the worst periods of the war, gave such unstinting service in carrying out the 
inquiry on which this Estimate is based. I think it will turn out to be a very 
important day in the history of British industry, and that from these small 
beginnings something very valuable to our life and trade may well spring. As 
the right hon. and learned Gentleman said, we shall have the beginning of a 
very valuable industry here—the clock and watch industry. We shall be able 
to cut down imports at a time when it is imperative to do so. We shall be 
able to keep skilled labour in that field of high precision engineering in which 
we are unequalled, and we shall also be able to keep up to date in a vital field 
of defense and be able, should the need ever arise, to expand rapidly. I am glad 
on behalf of the Opposition to wish this venture every possible good fortune. 
The high precision firms to which we shall have to look in the future have in 
the war, by their hard work, their ingenuity and their courage under enemy 
attack, given us a very rich harvest of engineering achievement. 

I am glad that the Government have realised the value of these private firms 
and the need and the propriety of giving them assistance in the difficult teething 
period of tooling-up on an expensive and elaborate scale for goods which in the 
early stages are bound to yield only an unremunerative return. I believe that 
given the good will and support which all sides of the House will be anxious 
to give, we shall draw from these firms in peace-time dividends as rich and 
valuable as they have given us in war. 

Ur. Godfrey Nicholson: I hope the right hon. and learned Gentleman will -bear 
in mind not only the big firms but the smaller ones. Some of the finest crafts- 
manship in the watch-making industry exists in very small firms employing per 
haps, four, five, six or seven men. I could show him cases in London in the 
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Clerkenwell area where firms like that have rendered eminently valuable service 

to the country during the war, having been engaged on Admiralty and other 

contracts. They show that they possess as high a level of craftsmanship as could 

be found anywhere else, and it would be a thousand pities if this admirable 

venture, on which I congratulate all concerned, ignored these small firms. 
Question put, and agreed to. 

Resolved: 

That a Supplementary sum, not exceeding £200,000, be granted to His Majesty 
to defray the charge which will come in course of payment during the year end 
ing on the 31st day of March, 1946, for the salaries and expenses of the office 
of the Committee of Privy Council for Trade, and subordinate departments, in- 
cluding assistance to the watch manufacturing industry in Great Britain and 
a grant in aid.” 

Phe ¢ 7 x. About how long will you take ? 

Mr. Win. s. About ZU minutes, si 

The Cuairman. If you can hurry it along a little we will appreciate 
t. because havea loi o@ list of w tnesses, and it isan all-day job here, 

Mr. Wituiams. This association, of which the membership is listed 
on page | of the printed statement, represents the largest segment of 

‘ horological industry, and these companies make substan- 


clocks, both spring-wound and electric, produced in this 


ter items ot clocks and wal hes, 
timing devices for industrial, scientific, 
ember companies are currently manu- 
nal defense. The clock and pin lever 
and we must produce and sell these 

t, to exist on a sound economic basis. 
ipson bill, H. R. 4294, because this 
competition. In the short time at 


ossible to develop in detail all the arguments for 
of this proposed legislation. It is my purpose, 


emphasize certain aspects of the proposed legislation which 


industry to be of paramount importance. 

vulner: ble to forelen con petition for three reasons: First. 

ause pract ically SU percent of the total manufacturing cost of clocks 

and watches is represented by labor. Secondly, because the United 

States rates, the domestic rates for labor payment are from 3 to 10 

times higher than the rates of foreign producers. And third, because 

there is subst ntially no difference in productivity between domestic 
and foreign producet 

The Cnarmman. Pardon me, Mr. Williams. Have you any copies 
of the document from which you are reading, for distribution ? 

Mr. WuuiaMs. No; I have not, sir. 

The Cuairman. Very well. 

Mr. Saptax. Are you pinpointing or hitting the highlights of the 
statement that you have presente d here, Mr. Williams? 

Mr. Wiuuiams. I am, Mr. Sadlak. 

Productivity is often mentioned and discussed as being the product 
of mass production. In other words, the statement is often made 
that mass production and the productivity resulting from mass 
production—— 

Mr. Knox. Mr. Chairman, I wonder if the gentleman could refer to 
the page of his printed document to which he has reference at the dif- 
ferent points as he goes along. 
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Mr. Wittiams. Some evidence about this productivity and our vul 
1e rability to fore wn competition appears on page 3 of our printed 
rief, and is supp ylemented on pages 4 and 5. lam sure if the matte 
were read | deal here, | would greatly exceed the time allotted. 
Evidence is in the printed brief supporting the statements I have mad 

On the subject of mass production, techniques in the clock and wateh 


ndustry domestically were developed early in the 19th century. It 


goes back a great many years. This is an old industry, and there 
some evidence, nm fact. that ma production was engaged in int 
clock industry prior to the cl ic example of Eli Whitney and h 
firenarn contract in Lads, 


We particularly favor the provisions in the Simpson bill whic! 
add t the — of impairment of national security to the factors whic! 


the FC Mass ion must consider in any “escape” clause or “peril 
point” proceeding, a1 — we favor particularly the provisions whi 
empowe! the tT; és ‘ommiussion to make decisions and not merel 
i nal t1)O “pel | po nt Hl dl "esi ipe” clause proceed hy 
()) t}yis latter. our wteresft 1s specific. In the Vv atch proceed ho 
the Tariff Commission made a clear-cut finding that the industry 
was threatened with serious injury from increasing imports, and pre 
sented an unqualified recommendation that tariff concessions grants 


in 1936 be modified. This finding was in accordance with facts which 
the 1951 act extending the trade acreements required it to conside1 

The chief factor was a decline in the proportion of domestic market 
supphi ed by domestic produce rs, and the findings were that du 
the period 1936—40, the percentage of the domestic market su ipphied 
bv domestic producers was 60 perce nt. which drop ype 1d to 40 percent in 
the years 1946 50; to 37 percent in 1951. 

Mr. Curtis of Nebraska. At that point, I would like to ask you, 
what classes of time pleces are you ti alking about ? 

Mr. Wieuiams. We are talking about clocks and pin-lever watch 
Mr. Curtis 

Mr. en RTIS of Nebraska. And not all tin preces ¢ You ire Nn 
including the jeweled watches? 

Mr. Witiiams. We are talking about the products of our industry 
only: ves, sir. 

President Truman disagreed with the Tariff Commission. and not 
merely with the Commission but with the Congress. He rejected the 
“share” theory, and by an exerc ise of discretion completely rejected 
and dise: arded the Commission’s recommendations, which were based 
on an investigation and analysis covering a period of more than 1 
year. By so doing, he nullified a specific provision of law and 
defeated the specific intent of the ( ‘ongress. 

We think the Tariff Commission should be more than a group to 
gather statistics. We think its findings and decisions after its investi 
gation should be final and conclusive. 

As a corollary to this. we favor the increase of the Commission 
from 6 to 7 members, to assure, so far as ne aeey a majority decision 
by the Commission on matters presented to it. It would be most 
unfortunate if, after months of hearings and intensive investigation, 
the results were nullified or frustrated by a tie vote. 

We further endorse the provision for reducing the time for investi 
gation and decision from 1 year to 6 months as provided in section 6. 
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We favor the provision, also in section 6, that the adjustment in 
rates of duty which the Tariff Commission can recommend be not 
limited to a 50-percent change in rates existing on January 1, 1945. 

We favor section 11, which would require the enforcement of 
countervailing duties for foreign goods whose export to the United 
States has been subsidized directly or indirectly by the country of 
origin. 

| do not propose to recount the facts and events of past years 
which were developed before the Tariff Commission in its proceed- 
ing on watches. The evidence, however, is undeniable and appears 
on pages 15, 17, and 18 of our printed statement. 

These tables will show you that not only has there been ppeens 
increase in the imports of watches, which is the subject of a T: ariff 
Commission proceeding, but in comparison with the indek of all 
manufactured goods, it shows that the imports of watches over the 
1931-35 average were 1,400 percent against an average of all manu- 
factured goods of 68 percent. 

A similar pattern is developing on clocks as a result of the Torquay 
agreements concluded in 1951. Prior to the dipoussions of Torquay, 
the industry offered extensive testimony before the Committee for 
Reciprocity Information and demonstrated that tariff reductions on 
clocks would cause serious injury to the industry. In spite of this, 
the Torquay agreements reduced virtually every duty rate applicable 
the maximum of 50 percent permitted. We might as well have been 
whispering in a hurricane. The results of this are already apparent 
and are shown factually in tables on pages 21 and 23. 

[ come now to the provision in the a bill requirements that 
impairment of national security be inc luded as a factor in Tariff Com- 
mission consideration of “peril point” and “escape” clause proceed- 
ings. Here I may say that for one of the few times, perhaps, we are 
in agreement with the theoretical economists who have certain dif- 
ferent ideas about foreign trade than those held by the members of 
the Clock Manufacturers’ Association. But even economists, as far 
back as Adam Smith, have recognized the validity of the defense argu- 
ment in support of tariffs for industries indispensable for the Mili- 
tary Establishment. In spite of the fact that the essentiality of our 
industry to the national defense was ignored in the Torquay agree- 
ments and only superficially considered in President Truman’s rejec- 
tion of the Tariff Commission’s report on the watch proceedings, we 
can offer indisputable evidence of our industry’s importance and essen- 
tiality in the supply of materiel for the Armed Forces. 

A partial list of the items which this industry has produced and is 
currently producing appears on pages 25 and 26 of our printed state- 
ment, 

In addition to this impressive list, most of our companies are en- 
gaged in classified development and research work on contracts for 
items not yet ready for full-scale production. Let me point out here 
the mechanical time fuses in particular made by this industry for the 
Armed Forces, and made in immense quantities.: Each mechanical 
time fuse contains a clockwork timepiece the equivalent in principle 
and function to a wateh or a small clock, made to exacting standards 
and specifications, and made in tremendous quantities. 

During World War IT all the essential mechanical elements of this 
fuse were made within the horological industry. 
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In addition, this industry produced tremendous quantities for our 
allies of these mechanical time fuses. We made them for our allies 
because their clock and watch industry had been dissipated prior to 
World War II by German subsidy of the horological industry in 
Ge armany. 

The most effective evidence we can offer in this regard is that of 
Sir Stafford Cripps before the House of Commons in England, and 
a reproduction of the report of his testimony is included as a part 
of our printed statement immediately following page 34. That is the 
Parliamentary Debates. 

I hope you will read the report of Sir ~ ee Crip ps’ testimony, 
because as a result of Britain’s experience she has now, by subsidy or 
other means, been effective in catubtiahind e a horological indus try in 
England which is now reported to be the largest exporter of f clocks 
and watches in the world. 

The German timepiece industry is growing. Fra 
clock and watch indust ry. 

As a matter of fact, I have an ad here which appeared in the Wash 
ington Post yesterday morning showing a French imported alarm 
clock at $4.95, Federal tax included, which is competition for this 
industry. 

As long ago as 1947, Russia took steps to build facilities to manu 
facture timepieces. Switzerland is the world’s wreatent producer of 
watches. Japan’s horological industry is increasing. 

In all these countries, the strategic value of a healthy peacetime 
horological industry is recognized. In all of them the watch and 
clock industry is protected or subsidized, or both, but not in the United 
States. Within the past 2 years, maximum reductions hi ave been m: ade 
in tariffs on clocks. Within the past vear, “escape” clause relief has 
been denied for watches. 

The American clock and watch industry simply cannot stand up 
against floods of imports from foreign countries which are adequately 
protected and encouraged by their own governments We feel a 
most serious sense of responsibility in this situation with our con 
tribution to the defense program. We urge the Ways and Means 
Committee, and through it the Congress, to make the effect on na 
tional security a paramount consideration in determining whether and 
to what extent a American industry should be protected. 

We have pride in our industry. We do not believe we should be 
sacrified for etebiatieg abroad or for export markets. We feel t 
the future of many industries employing many millions of people 1 may 
depend upon your deci ision. 

We favor the Simpson bill. We hope it will receive a favorable 
report from this committee. 

That concludes my statement, Mr. Chairman. 

The Cuarrman. We thank you very much for your appearance and 
the information that you have given to this committee on this very 
important piece of legislation. ; 

Are there any questions ¢ 

Mr. Curtis of Nebraska. Your industry conducted a procedure un 
der the so-called escape clause, did it not? 

Mr. WritaMs. We were a party to the proceedings which were in 
stituted originally by the jeweled-watch segment of the horological 
industry, Mr. Curtis. 
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8 Curtis of Ne broska. Was it combing al as all one proceeding 4 
orm LIAMS. Yes, it was. 
Mr. ‘curtis of Nebraska. That is the one that is known as the June 
, report of the Con mission to the President ¢ 
Ww ILLIAMS. That is right. 
Mr Curtis of Nebraska. Are you familiar with H. R. 3162, which 
is been introduced by me, in reference to that ? 

Ir. WinuiaMs. Tam not familiar with that, Mr. Curtis; no, sir. 

fr. Curris of Nebraska. It is a proposal directing that the recom- 

tions of the Tariff Commission with respect to watch move- 
ents contained in their report on June 14, 1952, be carried out. 
Mr. Winuiams. Weare in favor of that. 
Mr. Curtis of Nebraska. One more question. What was the vote on 
the Tariff Commission 4 

Mr. Witttams. The Tariff Commission was 4 to 2 in their findings 
that the n dustry was threatened with serious injury ; and the recom- 
mendation that the rates of 1936 be changed was also 4 to 2, was it 
not {conferring with Mr. Greene] ? 

That was 4to2. On the basis of findings of present injury, the vote 
was 5to3. 

Mr. Curtis of Nebraska. But the fourth one did find threatened 
injury ¢ 

Mr. Wituiams. Four to two that the industry was threatened with 
serious injury. 

Mr. Curtis of Nebraska. How was the vote in which they recom- 
mended relief ? 

Mr. WiuutaMs. I believe that was 4 to 2. 

Mr. Curtis of Nebraska. That is all. 

The Cuarrman. Mr. Mason will inquire. 

Mr. Mason. When your industry appealed to the Tariff Commis- 
sion for relief, did the Commission take into consideration how es- 
sential the clock-making industry is to our national defense ? 

Mr. Witi1aMs. The statement was made at that time, Mr. Mason, 
that the subject of national defense was not germane to the inquiry. 

Mr. Mason. When President Truman overruled the Tariff Com- 
mission’s decision, did he intimate that the decisions of the experts 
were that it was adequate for national defense and we did not need 
to worry about it? 

Mr. Witiiams. He passed it over pretty casually in his denial of 

Tariff Commission’s report. I have his words. What he said ap- 
pears on page 32. He said: 


In reaching my decision on this matter, I have been mindful of the importance 
of maintaining a domestic watch industry adequate to meet our defense needs. 
For the reasons I have indicated, I believe we can expect a healthy, vigorous 
watch industi o be maintained in this country—an industry that will be 
adequate for defense needs 
But his belief in this respect is not borne out by - facts. 

Mr. Mason. We see England and France and other nations pro- 
tecting their watch and clock industry because ae realize how im- 
portant it is to national defense. They encourage it. And here we 
are doing the opposite. Why is that? Why can we not see the im- 
portance of our watch and clock indus stry to national defense when 
they see it and encour: ge it and build it up f 

Mr. Wi ts. T wish we could, Mr. Mason, appreciate it. 
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Mr. Mason. Can you elve me any answer W hy we do not do it, after 
presenting all the facts? 

Mr. WILLIAMS. We are a small industry. We do not attract too 
much attention, perhaps. We do not employ millions of people. But 
we certainly do a job when the Government calls on us to, in defense 
work. This industry produced for the American Revolution, as a 
matter of fact, and converted after that back to making clocks. At 
that time they made guns and ammunition, and they are still doing 
it now, but without recognition or support from the Government and 


protection from the Government. The capacity of this industry to 
produce in 1953 is less than it wa prior to the outbreak of World 
War Pi. 


Mr. Mason. You are here appealing for the passage of the Simpson 
bill in toto? 

Mr. WinuramMs. Yes, sit 

Mr. Mason. In a nutshell, what are the parts of the Simpson bill 
that will correct your trouble and solve your headaches ¢ 

Mr. Winutams. The addition of the criterion of impairment of na 
tional defense as “par: umount. 

The second one is empowering the Tariff Commission to make its 
findings final and conclusive without being subject to executive re- 
view. 

Mr. Mason. Would you say the third was making it a seven-mem- 
ber Commission so there would not be any split decisions ? 

Mr. Witi1aMs. Increasing the membership from 6 to 7, yes. 

Mr. Mason. Thank you. 

The Carman. Mr. Utt will inquire. 

Mr. Urr. Directing your attention to the schedule on.page 15 of 
your report, where you set forth that in 1952 there were more than 11 
million units of watchworks imported into the United States, do you 
have a dollar value for that, a declared dollar value for import duty / 

Mr. WiiuraMs. I think not, but it can be readily obtained. 

Mr. Urr. Could vou give — at roughly # 

Mr. WinutaMs. We think it is about $68 million. but we can cer 
tainly see that you get the Saati 

Mr. Urr. It is not absolutely necessary. The thing I am trying to 
pinpoint and bring out is the fact that if that S68 million or $70 mil 
lion would represent around $56 million in foreign labor—80 percent, 
you said, of the value is represented in labor—if these 11 million pieces 
were made in the United States, ae would the labor value be? 

Mr. WituraMs. It would be 3 to 10 times that. 

Mr. Urr. An average of five? 

Mr. WiiuramMs. Probably so 

Mr. Urr. So it would be about $250 million worth of American 
labor to produce that number of units? 

Mr. WinitaMs. I think that is a fair assumption. 

Mr. Urr. The point I am making is that in all these discussions o1 
the reciprocal trade and tariff, we always talk about the unfavorable 
balance of trade, and we measure it by one rule, and that is the dollar 


gap. Is it not just as important to measure the labor gap as it is the 
dollar o: : ; ideril hether » havea fav ‘able bal: ce poe 
dolar g gt ek ng ener pes we have a favorable balance of trade 
or an unfavorable balance of trade? 

Mr. Witut1aMs. That is an approach that I had not considered 


earlier, but I ean see its validity. Mr. Utt. 
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Mr. Urr. In other words, the importation of $68 million worth of 
labor has displaced approximately $250 million worth of labor in 
America ¢ 

Mr. WituiaMs. That is true. 

Mr. Urr. Therefore, we have a labor gap which far outweighs the 
dollar gap, so far as the true measure of imports and exports is con- 
cerned. 

Mr. WruuiaMs. That is true. 

Mr. Urr. We should be just as much concerned about the labor gap 
as we are the dollar gap. 

Mr. WituiaMs. Yes. 

Mr. Urr. Thank you. 

Mr. Sapiak. Mr. Chairman. 

The CuatrmMan. Mr. Sadlak will inquire. 

Mr. Saptax. Mr. Mason pretty much covered the questions that I 
had, Mr. Williams, but I have a couple of additional ones. 

For my information, would you say that the greater part of your 
difficulty came about during World War II when you and your in 
dustry and your workers were engaged in making time fuzes and 
other materials that were much needed in defense, and clocks were 
coming in from other countries ? 

Mr. Witurams. During that period, Mr. Sadlak, the industry was 
100 percent converted to national defense. 

There were no exceptions to that. During that time, too, the watch 
imports increased by leaps and bounds. That is shown very definitely 
in the table on page 15, and it has kept on ever since. 

Mr. Saptax. I was about to ask whether you were able to catch up 
on it, but you have already answered that question. 

Mr. Williams, I also had reference to the decision of the Com- 
mission wherein your defense activity was totally disregraded. Fol- 
lowing up the question which Mr. Mason had put to you, let me ask 
you this: Have you, since the new management of the Defense De- 
partment—I think we go back perhaps to January 20, perhaps not 
quite so far back as that, to the time that Mr. Wilson took over the 
Defense Department—have you since that time been able to ascertain 
the opinions and beliefs of the Defense Department toward your 
industry / 

Mr. Wituiams. We have nothing official on that, Mr. Sadlak. 

Mr. Saptaxk. I thought with the change of administration, you 
might possibly have had a different attitude expressed by the Sec- 
retary of Defense which m: iv be helpful or encouraging. 

Mr. Wituiams. We are being asked to make continu: ally increasing 
quantities. The military procurement agencies, as stated on page 
82, have expressly ac ner ledged that the lack of facilities and labor 
prevents any increase in present production schedules, although we 
are under pressure to seadien e more of given items. 

One of the most important of the procurement agencies has urged 
one of our members to investigate and consider every possibility of 
accelerating the present production capacity by additional shifts, 
second and third shifts. 

Mr. Sapiak. I have one concluding question. Not so long ago, Mr. 
Williams, my friend and colleague, Mr. Patterson, from the Fifth 
District of Connecticut, issued a statement wherein he said that a 
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new device was being used for bringing in some of these materials, 
like clocks that you make. They were being shipped to Guam and 
from there being brought into the United States free. 

Would you comment on that, in order that this committee and I 
might be informed about that situation ¢ 

Mr. Witu1aMs. It is a little involved, but when the Department of 
the Interior took over the administration of Guam, they thought 
they were putting it on the same basis as the Virgin Islands and 
certain other Territorial possessions. The products of Guam were 
to be admitted free to this country. Guam immediately passed a 
law which—I am not too definite on this, but in effect it admitted 
certain products to Guam free of duty, and the products of Guam were 
in turn free of duty entering the United States. So the net result 
was that a watch or a series of watch parts or a watch movement or 
watch case, for example, started in Japan, stopped at Guam to be 
put together, no duty into Guam, no duty into the United States 
from Guam. In effect, a free import of a foreign product on which 
there are specific tariff rates. 

Mr. Sapiax. To the complete detriment of the workers and the 
industry in the United States / 

Mr. Witiiams. Completely. 

Mr. Sapiak. That is all, Mr. Reed. 

The CuairMan. Are there any other questions / 

How many communities are making watches in this country now? 
I am speaking of communities. 

Mr. Wuu1aMs. The number of communities? You ask the number 
making watches / 

The CHarmman. In what towns do you have industries making 
watches ¢ 

Mr. WituiaMs. They are being made in Chelsea, Mass.; they are 
being made in Bristol, Conn.: in Winsted, Conn.: in Thomaston. 
Conn.; in Abilene, Tex.; and in Little Rock, Ark.; LaSalle, Ill.; As 
land, Mass.—the names and locations all appear on page 1 of this 
printed statement, Mr. Chairman. 

The Cuatrman. Thank you. You named eight communities; is 
that right? 

Mr. WitutAMs. There are about 15. 

The Cuarrman. In each of those communities, I suppose the payroll 
is a substantial source of income to those communities; is it not 

Mr. Wiiu1aMs. It certainly is in my town. It is the largest in the 
town. 

The Cuarrman. Those people who have worked for you, I suppose 
are specialists and have worked, many of them, for many years in 
this industry ? 

Mr. Witii1aMs. Oh, yes. The average length of service in the clock 
and watch industry is very high. 

The Cuarrman. If your industry were closed down, it would strike 
the economy of those towns very seriously, would it not? 

Mr. WituriAMs. It would be very serious indeed, sir. 

The CHarrMan. Many of these people, I assume, have built their 
own homes and paid for them and are undoubtedly proud of them; 
are they not? 

Mr. WiitiaMs. Yes; and they are second- and third-generation 
people. 
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The Cuatrman,. And they are interested in either having their chil- 
dren trained for that type of work, or else they are anxious to send 
them to college and give them a fine start in lifes 3 is that true ¢ 

Mr. WuiuiaMs. That is true. 

The Cuamrman. They are good Christian people and good, sound 
Americans In the finest tradition: is that right ¢ 

Mr. Wra1AMs. Yes, they are. 

The CHarrman. If you were to be closed down as a result of im- 
ports, as many industries have closed down, and we will say if 15 
communities of this country should be hit hard by these imports and 
cause these people to lose their employment we will be tending to 
lestroy not only the economy of those communities, but we are prac- 
tically, in a sense, ruining these fine families that have worked hard 
and have tried to serve their country. People who have served your 
industry as true men and women should do. 

Mr. WituiAMs. That is right. 

The CuairMan. We have another situation in this country that 
impresses me. I want to say now, I am a tariff man, so far as pro- 
tecting our communities, our citizens, and our payrolls. Payrolls are 
vital to these communities and our standard of living. There is not 
iny question about that; is there ? 

Mr. Wituiams. No. That is quite obvious. 

The CHarrmMan. We have coming into our economy each year all 
the way from 600,000 to 800,000 new workers, probably 500,000 out 
»f our schools and colleges where they have gone to school to prepare 
themselves to serve in some walk of life, profession, or otherwise. 
[f we bring in more people and destroy more payrolls, we are going 
to put the people who are in these 15 communities on relief, we are 
gsoing to endanger our national security, and we are going to leave 
a great segment unemployed in this country. 

If people are unemployed long enough and are brought down to the 
point of being destroyed by the failure of their own Government to 
protect them, the younger element at least can very easily become a 
ittle disillusioned about our private enterprise system; is that not 
right ? 

Mr. Wit LIAMs. Yes. 

The CHatrman. Can you see any reason why this Government 
should not protect its own market and its own payrolls and its own 

mmunities 2 

Mr. Wittiams. Our arguments are all for that protection, Mr. 
Chairman. 

Phe Cramman. My feeling is that way. I feel that our first duty 
3; to our own country all the time. 

Mi Witutams. Yes, sit 

The Cramman. Thank you. 

Mr. Simpson will inquire. 

Mr. Simpson. I am not going to ask you a question. I simply 

ant to comment in behalf of the watch industry in Pennsylvania. 
Phese gentlemen represent the watch and clock industry. I had their 

ndustry very much in mind when this bill was prepared, as I have 
it} ior a great Many years. 
j m vind to note th it Mr. (vreene is long at your side, Mr. Wil- 
He was a boyhood chum of mine, as I have explained in years 
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Mr. Witu1ams. This is Mr. Ingraham on my right. 

Mr. Srveson. I am glad to know you, also. 

I have nothing further, Mr. Chairman. 

The Cuarrman. Any other questions? Mr. Cooper will inquire. 

Mr. Coorrr. Mr. Williams, in your statement you referred to the 
action of President Truman with respect to the recommendations of 
the Tariff Commission for increased duties on watches. I do not find 
any evidence that President Truman ignored the military importance 
of the watch indus try when he rejected the Tariff Commission’s re 
ae to increase the duties on watches. You referred to h 
statement, but I do not believe you cove red all of the statement that 
he made. 

On page 5, next to the last paragraph, the President stated: 

In reaching my decision on this matter, I have been mindful of the importance 
of maintaining a domestic watch industry adequate to meet our defense need 


For the reasons I have indicated, 1 believe we can expect a healthy, vigoro 
watch industry to be maintained in this country-—an industry that w bn 
adequate for defense needs And if special measures should be necessary 1 
preserve the watch industry for defense purposes, it is by no means certa 


that an increase in import duties constitutes an effective approach to 
objective. 
That is the statement made by the President. 

Mr. Witrtams. I think there is some question whether President 
Truman’s use of the word “adequate” is justified, because it is our 
belief that his belief is not borne out by the facts. 

Mr. Coorrr. You just disagree with this statement ? 

Mr. Wriutams. In that respect, yes. 

Mr. Coorrr. Thank you. 

The CHatrMan. Any other questions? 

We thank you, sir, for your contribution. 

The next witness is Mr. J. G. Shennan, president of the Elgin 
National Watch Co., Elgin, Il. 

If you will please state your full name, and the capacity in which 
you appear, for the record, we will be very glad to hear you. 


STATEMENT OF JAMES G. SHENNAN, PRESIDENT OF THE ELGIN 
NATIONAL WATCH CO., OF ELGIN, ILL., REPRESENTING THE 
AMERICAN WATCH MANUFACTURERS’ ASSOCIATION 


Mr. SHENNAN. My name is James G. Shennan. I am president 
of Elgin National Watch Co., of Elgin, Ill. I appear today on be 
half of the American Watch Manufacturers’ Association. Members 
of the association are mv own company, Hamilton Watch Co. of 
Lancaster, Pa., and the Waltham Watch Co. of Waltham, Mass 

Basically we support the extension of the Trade Agreements Act 
because we ‘be lieve in the act’s objective, which is to strengthen the 
economies of friendly nations abroad as a means of encouraging 
world trade and world peace. The only alternative to expanded 
world trade is the suicidal continuation of huge American handouts 
in a futile attempt to bolster the economies of distressed nations 

We believe, however, that any extension of the Trade Agreements 
Act should contain provisions to safeguard essential defense indus 
tries and to provide an effective, workable escape procedurt 
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We appreciate that there are other serious implications of a tariff 
reduction program such as unemployment, community dislocation, 
loss of investment, and so forth. We believe these will be covered fully 
by others who will appear before your committee. We have, there- 
fore, felt it wiser to confine our comments to the military security con- 
sequences of tariff reductions and the escape procedure, since we be- 
lieve we are in a position to speak with authority. 

The general welfare of our people requires that defense considera- 
tions rank high in the study of the international trade problem. It 
would be foolhardy to place our reliance for security wholly on the 
premise that international peace will be achieved through inter- 
national trade, even though we agree that we should trend in that 
direction. 

The essentiality of a healthy jeweled watch manufacturing indus- 
try has been acknowledged repeatedly by a succession of military and 
governmental officials. So as not to take up the time of this committee, 
I have listed the statements made by Government agencies and officials 
re es to the military essentiality of the industry, which T ask be 
printed as part of my remarks. Gentlement, that list is also attached 
to the back of my brief. There are three pages. The one I am now 
referring to is the first of the three pages at the end of the brief. 

The most recent report was made by an interdepartmental com- 
mittee, headed by the chairman of the National Security Resources 
Board, in January 1953. The committee found that the products of 
the jeweled watch industry “have a very high essentiality rating and 
are uniquely produced by the firms in this branch of the watch and 
clock industry.” The committee further found that the nature of the 
skills involved and the long training time required make it impossible 
to maintain a satisfactory mobilization base for this industry -_ 
the so-called stand-by facilities approach, or by stockpiling, or by 
other types of manufacture, and that the industry can be maint: wt 
only by assuring continnous use of the skills by actual production of 
jeweled watch movements. 

This committee also reported in its press release of January 16, 
1953, that in its opinion the industry was then operating at a suflicient 
level to meet military requirements for timepieces. To the best of our 
belief, this conclusion was reached without taking into account the 
other military work, in addition to timepieces, that this industry is 
uniquely able to and is required to produce. Since this committee’s 
report was classified, we have not been permitted to examine the basis 
of their conclusions. 

Our industry, including the American plant of Bulova Watch Co., 
is currently selling approximately 23 percent of the jeweled-watch 
movements sold in the United States, Switzerland supplving the re- 
mainder of the domestic market as well as practically the entire re- 
maining world market. The American industry has been slowly but 
steadily losing the battle with the lower-cost Swiss imports ever since 
the reduction of custom duties on these imports pursuant to the 1936 
trade agreement with Switzerland. This trend has not changed at 
this time. Employment in jeweled-watch manufacturing and _ per- 
centage of capacity being used are likewise trending downward. 

Representatives of this industry have been telling committees of 
Congress and governmental agencies this story since January of 1945. 





TRADE AGREEMENTS EXTENSION ACT OF 1953 $55 


I have listed the principal statements made during this period and I 
ask that they be printed in the record. Those statements are the last 
two pages attached to my brief. 

(The lists of statements referred to and chart follow :) 


STATEMENTS MADE BY GOVERNMENTAL AGENCIES AND OFFICIALS RELATING TO THE 
MILITARY ESSENTIALITY OF THE INDUSTRY 


Letter under date of June 20, 1935, from Secretary of War, George H. Dern, 
to the State Department. 

Release by the Incentive Division, Navy Department, Washington, D. C 
in May of 1945, entitled “Timepieces Play Vital Role in War.” 

Letters of March 17, 1950, and May 9, 1950, from the Chairman of the Muni- 
tions Board to a subcommittee of the Senate Finance Committee investigating 
the watch situation. 

Tariff Commission publication entitled ““Watches,”’ War Changes in Industry 
Series, Report No. 20 (1947), pages 121 and 1238. 

Release by the executive office of the President, National Security Resources 
Board, of January 16, 1958, on report of the interdepartmental committee to 
study the need for preserving skills in the watch industry. The release makes 
the following statement: 

“The committee’s analysis made it clear that precision jeweled movements 
are essential to the security of the Nation in wartime. These are produced 
uniquely by the jeweled-watch segment of the watch and clock industry.” 


” 


BIBLIOGRAPHY OF STATEMENTS MADE AND WRITTEN MATERIAL SUBMITTED TO V ART- 
OUS GOVERNMENTAL AGENCIES IN CONNECTION WITH TARIFFS BY THE AMERICAN 
JEWELED WATCH INDUSTRY 


April 1945: House Ways and Means Committee. Oral statement by Mr. T. 
Albert Potter. (Written brief also filed.) On behalf of Elgin, Hamilton, Wal- 
tham, Bulova, United States Time, Ingraham, New Haven, and General Time, 

June 1945: Senate Finance Committee. Oral statement by Mr. T. Albert 
Potter. (Written brief also filed.) On behalf of Elgin, Hamilton, Waltham, 
Bulova, United States Time, Ingraham, New Haven, and General Time. 

January and October 1945: Committee for Reciprocity Information. Oral 
testimony by Mr. T. Albert Potter and written brief filed. On behalf of Elgin, 
Hamilton, and Waltham. (This finally resolved itself into the 1946 and January 
1 to March 31. 1947, quota.) 

April 1947: House Ways and Means Committee. Oral statement by Mr. T. 
Albert Potter. On behalf of Elgin, Hamilton, Waltham, United States Time, 
Ingraham, and General Time. (Bulova had withdrawn and New Haven had 
been taken over by an importer.) 

June 1947: House Ways and Means Committee. Supplemental written state 
ment filed by Barnes, Richardson & Colburn. On behalf of Elgin, Hamilton, 
Waltham, United States Time, Ingraham, and General Time. (Bulova had 
withdrawn and New Haven had been taken over by an importer. ) 

January 1949: House Ways and Means Committee. Oral statement only by 
J.G. Shennan. On behalf of Elgin, Hamilton, and Waltham. 

February 1949: Senate Finance Committee. Oral statement only by J. G. 
Shennan. On behalf of Elgin and Hamilton (the trustees of Waltham made 
their own appearance on behalf of Waltham). 


Mr. SHENNAN. Despite the discouragements of this effort, we still 
believe as patriotic American citizens that we should reemphasize the 
military importance of the jeweled-watch industry and recommend 
that it be protected by means of increased tariffs. 

We say “protection” advisedly, because we do not believe that em- 
bargoes, or quotas, will bring about the desired result or be consistent 
with a free domestic economy. These types of trade control have a 
tendency to encourage lethargy and lack of aggressiveness. 
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To insure a vigorous, efficient defense industry, the presence of in 
tense competition is necessary. ‘Though there would normally be com- 
petition within a domestic industry, no realistic businessman is afraid 
to compete on any kind of an equal basis with a foreign supplier 
Therefore, embargoes and quotas, in addition to their other unde 
sirable features, would not promote the competition necessary to 
vigorous progress and efficiency. 

We have stated repeatedly in the past that this industry would even 
tually be forced to shift over to the importing of watch movements or 
to the manufacture and sale of other products to preserve the equity 
of our shareholders and the jobs of our employees. This has now 
come true. For the past 2 years there has been a rapid change in this 
direction by the 8 companies I represent. 

This change is not being made so much to the detriment of ow 
companies, as to the impairment of the military security of the United 
States. Insofar as our companies are concerned, we are determine 
to find a way to meet our own problems. Over a period of t 


we will be compelled to diversify our production so as not to be w ly 
reliant on the domestic manufacture of watch movements. 

We are all in porting large quant of watch movements from 
Switzerland and are casing and selling them in the United Sta 
We are investing in other nonwatch types ol prod ictlol 


industrial and alhed products, instruments of various sorts, w 
bracelets, men’s } , 

mio} d abrasive col 
announced. We ar 
facturing watches. 


\s pi triotic citizens we, of course, will continue to discharge to 


ry, parts for automobiles and appliances, dia 


ounds, and other projects and products not yet 


» not investing in additional capacity for mai 


the best of our ability our responsibility for producing pre 
military devices with the limited facilities we have. We hope to 
be able to maintain a sizable volume of watch manufacturing in 
this country, but we feel that it is inevitable that the industry’ 
capacity and the skills to operate it will become increasingly inade 
quate to meet military requirements. 

As we see it. the decision is now squarely up to our Government 
We do not think we can maintain sufficient watch manufacturing 
capacity and skills to meet military requirements unless at least the 
duties recommended by the Tariff Commission’s 1952 report are put 
into effect. 

I would now like to discuss the escape-clause procedure. Our 
recent experience in invoking this procedure under the 1936 trade 
agreement with Switzerland is an outstanding example of the mal 
administration of the trade-agreements program. 

As soon as the escape clause was inserted in this trade agreement— 
gentlemen, I won't go into all the tortures we went through to get 
it in the agreement—we applied to the Tariff Commission for relief 
under its provisions. After extended hearings and a year of invest! 
gation, the Tariff Commission recommended in June 1952, that the 
duties on imported watch movements be increased. The Tariff Com 
mission found that our industry was threatened with serious injury 
as a direct result of the concessions granted in the trade agreement 
with Switzerland. It recommended that the duties on watch move 
ments be increased approximately 50 percent. 
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As is well known, in August of 1952, Mr. Truman turned down the 
recommendation of the Tariff Commission. It seems clear from the 
President’s letter that he was not influenced by the criteria established 
by the escape clause in the —— law, and did not feel himself 
bound by the findings of facts made by the Tariff Commission. 

Becaus se of our experience we believe that the statute should be 
revised to prevent a repetition of such disregard of the intent of 
Congress. 

To this end we recommend that the findings of fact by the Tariff 
Commission be binding on the President, and that such findings of 
fact be reviewable only by the Court of Customs and Patent Appeals. 

We do not feel that it should be mandatory on the President. to 
put in to effect the recommendations of the Tariff Commission for 
relief of an injured industry. We do believe, however, that if he 
desires to reject the Commission’s recommendations, his action should 
require approval of Congress. 

We have a few other comments in respect to H. R. 4294 now before 
this committee. We will confine our remarks to those portions of the 
bill with which we have had experience and which may affect our 
industry. 

We agree that the Trade Agreements Act should be extended for 1 
year. 

We agree very thoroughly with including the “impairment of the 
national security” as one of the definitions of injury to a domestic 
industry. 

We also agree with reducing the time permitted to the Tariff Com- 
mission to consider an appeal under an escape clause, as well as the 
time permitted for Presidential action. 

These proposed changes in the escape-clause procedure, of course, 
will not help our industry, unless we go through the whole procedure 
again. Considering the time, expense, and effort involved, we think 
it is unfair that we be required to assume this burden. 

It would seem to us to be appropriate for Congress to act if relief 
is to be oiven to the watch industry. Whether that action by Congre SS 
should be in the form of the bill, H. R. 3162, introduced by Represe nt- 
ative Curtis to require the President to put into effect the reeommenda- 
tions of the Tariff Commission in respect to watch tariffs, or whether 

t should be in some other form, is a matter for Congress to decide. 

In conclusion, we believe that the graetest failure of the present 
trade-agreements program, other than the ineffective escape-clause 
procedure, is that it does not give sufficient consideration to the mili- 
tary security of the United States. We believe this consideration 
should be firmly established and procedures set up to guarantee that 
our military security will not be impaired in the name of “trade, not 
aid.” 

The alternative is that, if some such arrangement is not made, the 
industries involved wiil either fall by the wayside or shift to other 
fields of endeavor which will reduce their abilities to support future 
military programs. 

The ink you, gentlemen, for the opportunity to appear before you. 

The Cuamman. Thank you very much, sir, for your contribution. 

Mr. Curtis will inquire. 
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Mr. Curtis of Nebraska. Mr. Shennan, you have been very helpful 
to the committee again, and we are glad you are here. 
I want to ask a question or two about some of the things that yo 
have mentioned, but before I do that I want to ask you concerning a 
statement that appeared in the year-end statement of your company 

on December 29, 1952. I refer to this quotation : 

American made watches will continue to be the foundation of our enterprise 
and we believe that with strict attention to correct styling and efficient production 
and distribution methods, we can retain a healthy and growing share of the 
Inarket 

Does that mean that regardless of whether or not there is: ny tarill 
relief for your industry, you believe that your American watch pro 
duction can be healthy and growing in the future ¢ 

Mr. SHENNAN. Mr. Curtis, the quotation you made, taken out of 
context, would appear to sound as though it did not make any differ 
ence whether there was any tariff change. Likewise, I will admit to 
being not foresighted enough when I reread this statement about the 
10th time before I released it. It does give that impression. When 
it occurred to me that that was so, I wrote a letter to Dr. Oscar Ryder, 
Chairman of the United States Tariff Commission, Washington, D. C., 
to correct the impression because it is not true and I did not mean 
to give that impression. 

After [ read this may I insert this in the record, Mr. Chairman? 

The CHamman. Yes. Without objection, you may read it. 

Mr. SuHennan. I will just summarize it, gentlemen. 

In essence I said it had come to my attention that an erroneous 
impression had been given, and I quoted what Mr. Curtis read to 
me, and I said: 

This statement did not spell out accurately either our beliefs or our practice 
When correcting the proof of this statement I inadvertently overlooked an impor 
tant omission. 

What I intended to say was that while American-made watches will continue 
to be the foundation of our enterprise 
speaking of the Elgin Watch Co. in this case— 

a combination of these watches with those we are importing, together with strict 
attention to correct styling, efficient production and distribution, should permit 
us to gain a healthy and growing share of the market. 

Mr. Curris of Nebraska. What is the date of that letter, Mr. 
Shennan ? 

Mr. SHennan. The date of this letter is February 2, 1953, addressed 
to Dr. Oscar B. Ryder, United States Tariff Commission, and signed 
by me. 

The CuHarrman. Do you want to insert that in the record? 

Mr. SHENNAN. Yes. 

The CuHarrMan. Without objection, it is so ordered. 

(The letter referred to follows:) 

ELGIN NATIONAL WATCH Co., 
February 2, 19538 
Dr. Oscar B. Ryper, 


Chairman, United States Tariff Commission, 
Washington, D.C 
Dear Dr. Rypver: It has come to my attention that an erroneous impression 
can and in some instances has been drawn from a paragraph in the year-end 
statement I made to the press on December 29, 1952. The exact text of the 
statement made in the release is as follows: 
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“American-made watches will continue to be the foundation of our enterprise 
and we believe that with strict attention to correct styling and efficient produc- 
tion and distribution methods, we can retain a healthy and growing share of the 
market.” 

This statement did not spell out accurately either our beliefs or our practice. 
When correcting the proof of this statement I inadvertently overlooked an im- 
portant omission, 

Wiat I intended to say was that while American-made watches will continue 
to be the foundation of our enterprise, a combination of these watches with 
those we are importing, together with strict attention to correct styling, efficient 
production, and distribution, should permit us to gain a healthy and growing 
share of the market. 

Certainly, I had no intention of either stating or implying a change in our 

tude on the need for tariff relief to the American watch movement manu- 
facturing industry. As a matter of fact, my statement says flatly that we re- 

arded Mr. Truman’s rejection of the Tariff Commission's recommendations as 
mistake Nevertheless, I can see where, taken out of context, the sentence 
{ quoted above could be misunderstood, and I have taken the liberty and pre- 
aution of writing to you so as to be sure that the members of the Commission 

and its staff would not be misled by the comments of others on this statement. 

Very sincerely, 
J.G. SHENNAN, 

President. 

Mr. Curtis of Nebraska. About how long has Elgin been importing 
Swiss movements ¢ 

Mr. SHennan. We have been importing and selling Swiss move- 
ments for approxim ately 2 vears. 

Mr. Curtis of Nebraska. Do you know what the situation is with 
Hamilton and Waltham ? 

Mr. Suennan. | think approximately a year, to the best of my 
knowledge. 

Mr. Curris of Nebraska. But they are all doing it now? 

Mr. SHENNAN. Yes, sir. 

Mr. Curris of Nebraska. Are you also engaging in other lines of 
manufacture besides watches ? 

Mr. Suennan. Yes. All the three companies I am re prese nting to- 
day are diversifying into allied lines of manufacture. For our own 

pany, we have gotten into parts for automobiles, applhances, 
diamond abrasive compounds, of course a great deal of military work, 
different types of jewelry other than watches. 

My colleagues are doing more or less the same thing, military work, 
indi rial produc ts of various kinds. 

Mr. ( ‘urtIs of Nebraska. In other words, in order to carry on and 
preserve the industry and the skills for domestic production of jew- 
eled watch movements, these companies have found it necessary to go 
into these other lines ? 

Mr. Srrennan. I am not so certain, sir, that they will preserve the 
sk ills necessary to make jeweled watches. In fact, most of the prod- 

s that I have mentioned would not preserve the skills. 

Mr. Curtis of Nebraska. I did not mean it that way, Mr. Shennan. 
I meant in order to keep the companies intact so that the skills that are 
employed there can continue to be employed, it is necessary to have 
other lines of business, is that correct ? 

Mr. Strennan. Yes, sir. In order to provide jobs for people who 
have worked for us for many years, in order to provide a return on our 
investment to our shareholders, we have been required to go into other 
types of manufacture. 
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Mr. Curtis of Nebraska. At the present time, the domestic manu 
facturers of jeweled watches have about 23 percent of the market here 
in this country ¢ 

Mr. SHennan. Yes, sir; in 1952, 23 percent. 

Mr. Curtis of Nebraska. And Switzerland has all the rest ? 

Mr. SHENNAN. Yes, with very minor exceptions. 

Mr. Curtis of Nebraska. How about the rest of the world? Who 
sells that? 

Mr. SHennan. This isa guess. I should say Switzerland sells over 
95 percent of the rest of the world. 

Mr. Curris of Nebraska. About what percent of the domestic market 
in jeweled watches did you have back at the beginning of the trade 
agreements program ? 

Mr. SuenNAN. I have these figures here, sir. We had approximately 
50 percent of the domestic market when the trade agreements program 
started in 1936. 

Mr. Curtis of Nebraska. You went before the Tariff Commission a 
short while ago asking for relief based upon this whole picture, did you 
not ¢ 

Mr. SHENNAN. Yes, sir. 

Mr. Curtis of Nebraska. It was testified here that that was a 4-to-2 
decision, which of course means, on a bipartisan board equally divide vd, 
it definitely was not a partisan answer to your complaint. 

Mr. SHE NNAN. That is true. 

Mr. Curtis of Nebraska. I was pleased at your reference to the bill 
that I have introduced, H. R. 3162. What is your understanding as to 
what that bill would accomplish ? 

Mr. SHeNNAN. It is my understanding that that bill would require 
the President to put into effect at the earliest possible date the increases 
in duties recommended by the Tariff Commission in its report of 
June 1952 

Mr. Curtis = Nebraska. If that was undertaken in this bill or 
otherwise, is it your belief that it should be undertaken under the 
procedure sencpileed in the trade agreements setup, with notice to 
foreign countries and the like? 

Mr. Suennan. Yes, I think that would be reasonable. 

Mr. ¢ URrTIs of Ne braska. What 1s your opinion as to this 50 per ent 
increase in duty? Is that an unreasonable amount ? 

Mr. Suennan. No, sir: I do not think it is. A 50 percent increase in 
cuties would be a little over $1 a watch. 

Mr. Curtis of Nebraska. That is on an average? 

Mr. Suennan. I am speaking of jeweled watches now. 

Mr. Curtis of Nebraska. That is on an average of jeweled watches 

Mr. SHennan. Yes, sir. I do not think it would in any sense wreck 
the business of exporting Swiss watches to the American market, and 
it is not. the cure-all for the American industry, but it is certainly 
helpful. 

Mr. Curtis of Nebraska. It would not in any sense bar Swiss 
watches from the American market, would it? 

Mr. SHENNAN. Certainly not; no, sir. 

Mr. Curtis of Nebraska. Neither would it create a high wall of pro 
tection that would give the domestic producers a market without 
tough competition, would it? 


) 
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Mr. SuenNan. I can assure you that it would not. That would not 
equalize the present differences in cost between manufacturing in the 
United States of America and manufacturing in Switzerland plus 
transportatiol plus duties. 

Mr. Curris of Nebraska. Where did this 50 percent figure come 
from? Was that a finding of the Tariff Commission ¢ 
Mr. SHENNAN. Yes, sir. 
Mr. Curris of Nebraska. How long did they have this under 
ivestigation ¢ 
Mr. Suennan. Approximately 16 months. 
Mr. Curris of Nebraska. When you were saying that this was the 
r olyt way tom ike the maustry vigorous, and so on, you were speaking 


1 


primarily of your own industry, were you not, in your criticism of 
embargoes, and soon? You are not necessarily applying that to some 
of the agricultural problems that we face, where production is sup- 
ported bv this Government ¢ 

Mr. Suennan. I am a consumer of agricultural products, not a 
producer. I do not know very much about it. I am thinking of 

e effect on our industry. We have studied that point. 

Mr. Curtis of Nebraska. That is the point I wanted to make. I was 
not expecting you to offer an opinion on what we might do about some 
of these othe pre blems. 

It is your position that if the principle of H. R. 3162 could be worked 
out in this measure before us, that would be what you would want? 

Mr. SueNNAN. That would be very helpful. 

Mr. Curtis of Nebraska. In respect to your experience before the 
Tariff Commission in seeking relief, you have recommended some 
changes in procedure there. 

Mr. SHENNAN. Yes, sir. 

Mr. Curris of Nebraska. Would you mind telling the committee 
why vou feel that there should be a review by the Court of Customs 
and Patent Appeals as to the finding of fact of the Tariff Commission ? 

Mr. Surnnan. Yes, sir; I would be glad to explain that. In 
( idering our experiences last year and considering this bill now 
before this committee, we tried to reason through the whole process 
as to what is fair and proper all the way around, and we felt that 
it was fair to provide an appeal on the question of findings of fact 
to either party to a tariff dispute which ends up in the Tariff Com- 
nussion. In other words, we said, “Suppose they had found against 
us when we were perfectly and sincerely sure that the findings of fact 
hould be the other way; we would have no appeal whatever.” We 
think we should have had an appeal. They found in our favor, so 
it was not necessary to appeal. I think the Tariff Commission did 
a very thorough and sound job, but they can make mistakes just as 
we can make mistakes. 

Mr. Curris of Nebraska. Is it your contention that the fact that 
there could be an appeal would be something that would bring about 
the best possible procedural methods on the part of the Tariff 
Commission ? ; 

Mr. Suennan. I would think if that possibility were before the 
Commission during the course of the hearing, it would have some 
influence on how the hearings were conducted. 
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Mr. Curtis of Nebraska. Do you want to express an opinion whether 
or not that ought to be done, based on your observations of the 
operation of the Tariff Commission ¢ 

Mr. Suennan. I think our experience was quite reasonable with 
the Tariff Commission, but I do think that some of the procedures 
permit unduly prolonged discussions, on both sides for that matter. 
We were there almost 2 weeks, and we did not have to take that long. 
It would have saved a lot of time of the Commission as well as ow 
own if some of the procedures had been different. 
Mr. Curtis of Nebraska. It is your thought that the Court of Cu 


toms and Patent Appeals would be so that either side could get a 


determination of the findings of fact 

Mr. SHENNAN. Yes, sir. 

Mr. Curtis of Nebraska. In the procedure you suggest, that finding 
of fact would not be disturbed by the President, would it ¢ 

Mr. SHENNAN. We recommend that the finding of fact be manda 
tory on the President. 

Mr. Curtis of Nebraske. In other words, we would not impose upon 
the President of the United States the job and responsibility of 
reviewing a lot of involved facts and figures that other agencies had 
spent months and months on? Is that it ¢ 

Mr. SHenNNAN. Yes. It seems unreasonable to expect the President 
or his staff to do it, and if they did, to do as thorough a job in 60 days, 
under the present procedure, as the Tariff Commission spent a year 
to 16 months at, with trained investigators. 

Mr. Curtis of Nebraska. Your suggestion that the President not 
have to put the recommendation into effect is not based upon the pro 
posal that he review the finding of fact; but what is it based on / 

Mr. SHENNAN. If we had purely a selfish concern as a result of ow) 
experience last year, we would agree that the President be required 
to put them into effect; but trying to view it more broadly, it seems 
to us that that introduces the possibility that a Tariff Commission de 
cision may have a serious effect on international trade without re 
course either to Congress or to the President. It did not seem to u 
that that was right. Therefore, we thought it might be better that if 
the President did not agree with a recommendation of the Tariff Com 
mission which required an increase in tariff—obviously if there was 
no recommendation to increase, there would not be any argument 
but we felt that if the President disagreed, for whatever valid reasons 
he might have, then the matter should be referred back to the Con 
gress, because in essence the Congress, as we understand it, has the 
authority with respect to the control of foreign commerce and in the 
levying of duties, and so on. 

Mr. Curtis of Nebraska. In other words, the President would have 
diseretion as to weighing these recommendations against broader 
policies involving the foreign relations of the United States; but if 
he decided against, then you would want that to come to the Congress / 

Mr. SuHennan. Yes, sir. There is nothing in any of the suggestion 
with respect to escape-clause procedure which would suggest that 
the Tariff Commission should consider the effect on international re 
lations, for example. Until this last year, it was not germane to the 
issue. 
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Mr. Curtis of Nebraska. It is not the type of fact that they are 
equipped to consider ¢ 

Mr. SHENNAN. I would think not. 

Mr. Curris of Nebraska. Because it goes into policy, and that sort 
of thing? 

Mr. SHENNAN. Yes. sir. 

Mr. Curtis of Nebraska. Is it your recommendation that if that 

ferred to Congress, that it be something that would be 

andled Ww t] rhe hnihery whereby the Congress would be required 
ogo ahead and act within a reasonable time / 
M . SHENNAN. [t seems to us there should be some affirmative action 


ecause, practically speaking, an industry as small as this has an 
nost Wpo ble task of persuading Congress to Pass a bill of any 
kind, to be perfectly frank with you. If it were left up to the industry 
to persuade Congress to pass the bill, I think vou are setting a task 
t most industries could not accomplish, regardless of the merits 








Nebraska In other words, 1f an industry had their 
finding of fact in the Tariff Commission. but the President did not 
proceed to put it into effect and it came back to Congress, you would 
not want a situation where the industry had the responsibility of 
tirring up enough interest and acquainting enough people in the 
Congress with that to start the legislative wheels in motion and con- 

lering it. You would want a procedure whereby it would auto 
matically be considered, 


Mr. Suennan. Yes,sir. We would not necessarily want to duck the 
responsibility, but practically speaking it is very difficult to do. That 

why we believe it should be more or less automatic. 

[t would mean, I should think, that Congress would not be unduly 
burdened, because the vy would get only the ke y disagreements, of whic h 
ere probably would not be too many, that they would have to consider. 

Mr. Curris of Nebraska. That is all, Mr. Chairman. 

‘The CuarrMan. Mr. Cooper will inquire. 

Mr. Coorrer. Mr. Shennan, you do not take the position, do you, that 
Congress can make Congress do something 4 

Mr. Suennan. I donot know. 

Mr. Coorrer. Along the — of these inquiries, I thought Mr. Jen- 
kins pretty well covered in previous inquiries the idea of Congress 
being able to make Congress do something. You do not think that is 
a very desirable objective, do you 4 

Mr. SHenNNAN. My observation over some years would be that it 
does not work out that way, that is true. 

Mr. Cooper. Suppose this Congress should pass a law that Congress 
would have todo something. Another Congress is just as independent 
and just as powerful as this Congress. ‘That is true, is it not? 

Mr. Suennan. As faras I know. 

Mr. Coorer. Why certainly. 

[ believe, Mr. Shennan, you are sometimes represented as being for 
general tariff reductions, and sometimes against: them, and probably 
more often against. Is that correct ? 

Mr. SuHennan. Yes, I think in general there have been tariff reduc- 
tions which have been made that have not particularly affected do- 
mestic industries that were probably helpful all the way around. I 
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have repeatedly said here, Mr. Cooper, that 1 thought the most im 
portant consideration was the defense consideration. 1 think L have 
been consistent in that. 

Mr. Coop! ‘, | abl sure you are familiat with that ¢ rticle appeal Ley 
in the March 1953 issue of Fortune magazine. 

Mr. SHENNAN. Yes, sir. 

Mr. CoopPER. In which you were quoted as approving the cveneral 
wisdom of a low tariff policy. Isthat correct 

Mr. SHENNAN. Yes, sir. 

Mr. Coorer. Your picture appears there with this article, headed 
“How To Meet Low Taritis.” 

“J. Shennan ”—that is you, is it not 
Mr. SHENNAN. Yes, sir. 
Mr. Coorrer (reading): 


President of Elgin National Watch Co., of Elgin, Il, fought as hard 


one in the industry to raise the tariff on watches When Harry Truman tw 

the watchmakers down last year, however, Shennan was not confronted with an 
insoluble problem. What happened was that Shennan had not spent a f | 
time crying for tariff protection, but had solved him problem with ingenuity 
and hard work. In 1950 he bought the Wadsworth Watch Case Co. of Dayt« 
Ky... which made compacts and emblems as well as watchcase A year later he 
bought the Hadley Co. of Providence, R. L., which made watch bands, cuff 
inks, tiepins, and so forth. He put Swiss movements in the Wadswort 
cases, Set up a department to design both the watch and jewelry lines, and « 
bined Hadley and Wadsworth under a single sales division He also hustled 
up some $23 million worth of highly technical military work. Meantime, Elg 
got into the diamond abrasive compounds, which it had developed to polish i 
jewels during the war. Only diamond abrasives can be used to polish tungsten 


carbide tools, so they are highly successful, and the company is setting up natio 


wide outlets. 


Elgin is also working on an electronics watch, one without springs, run by a 


tiny battery-motor combination, that keeps almost perfect time. Althou al 
of Sheenan’s projects have not yet panned out, sales are up from $30 million in 
1950 to $43 million in 1951, to around $50 million last year. 

As Mr. Shennan says modestly enough, he has found a far better solution to 
the ancient problem of foreign competition than futile agitation for higl 
tariffs. He has even gone on record as approving the general wisdom of a low 
tariff policy. 

That was an interesting article, and I assume that you agree with 
the information given there. 

Mr. SuHennan. Some of it, yes. It was not a complete quotatior 
Mr. Cooper, of what I said. 

Mr. Coorrer. The last part here is in quotation marks. 

Mr. SHENNAN. Yes, that was a quotation. 

Mr. Coorer (reading) : 

He has even gone on record as approving the general wisdom of a low-tarifl 
policy, 

Mr. Suennan. May I answer that, Mr. Chairman? 

The CuarrMan. Certainly. 

Mr. Coorrr. Certainly. That is the reason I asked you, so you 
could comment on it. 

Mr. SuHenNAN. The purpose of the statement, Mr. Cooper, was to 
report on the diversified activities that our company was getting 
into, which I mentioned earlier in the statement today, in the course 
of which I thought I was called upon to make some comments about 
the tariff situation. I started the statement out by referring to Pres 

















466 TRADE AGREEMENTS EXTENSION ACT OF 1953 








ident Truman’s decision which rejected the Tariff Commission’s 
recommendations, and then said, and this is quoting: 





This action had the effect of ending an 8-year effort on our part to secure 
protection for an essential defense industry. We do not believe the 






adequate 










decision serves the interest of national security, which was the principal basis 
of our plea, because only an adequate jeweled-watch manufacturing industry 
s capable of making one of the precision instruments needed in modern war- 






ire 


I also sa 


Neither, however, is there any denying that indiscriminate tariff reduc- 
ns will cause serious economic dislocations for the many American industries 










ected by this policy 





also said: 









Rut we do not regret the years of unremitting effort our tariff battle has 
nvolved, because it was based on the patriotic belief that adequate protection 
for our indusiry was a military necessity. We can only hope that the Presi- 
dent’s decision to reject the Tariff Commission’s recommendation will never be 
the cause of military disaster if we are ever so unfortunate as to be drawn into 









an all-out war 

ao ra thin nk you will agree that I was not quoted exactly in that 
Fortu cle, 

[ might say it was flattering in a business sense to our company, 
but they did not tell the whole story. 

Mr. Cooper. You got some very good publicity out of it, I suppose. 

Mr. Suennan. Yes, sir. I hope it will help some of those products 
that are mentioned in there. 

Mr. Coorrr. I think it ought to help some of the products men- 
tioned here. I assume these figures mentioned here are correct, that 
your business has gone up from $30 million in 1950 to around $50 
millio last year. 

Mr. SHennan. Yes, sir. 

Mr. Cooper. All right, thank you. 

Mr. Srwpson. Mr. Chairman. 

The CHairman. Mr. Simpson will inquire. 

Mr. Simpson. I wish I could get satisfaction from a national safety 
viewpoint. ‘That apparently was intended from that statement which 
you made, which, while true, showed simply good business sense on 
your part. You got into making compacts and importing Swiss 
watches and whatever else you may be manufacturing, simply as an 
ordinary businessman might do who has a responsibility to his stock- 
holders, and in the protection of a big investment. The issue that 
ought to concern every member of this committee, though, is the pro- 
tection of the domestic watch industry, the skills that are incident to 
the manufacture of a watch under American standards, so that when 
war comes we will have here at home the machines and the tools and 
the skilled men to manufacture the parts which are vital. 

Your manufacturing of compacts or anything else other than 
watches does not maintain that skill here. While I commend you 
for looking around for other business to go into, and I am glad you 
got the publicity along that line, that does not solve the problem that 
the committee is considering today : What is happening to the domestic 
watch industry ¢ 

Pointing that wp, you import Swiss watches, not because you want 
to but because you were forced to do it, in an effort to supply watches 




























TRADE AGREEMENTS EXTENSION ACT OF 1953 167 


»the American public. When you import parts, do you assemble the 

itches here / 

Mr. SueNNAN. No, sir. We import the movements complete, and 
occasionally the watches complete, depending upon whether we buy 
icase abroad or make our own cases, 

Mr. Simpson. In other words, the American workingman does not 
even have to use that cle oree of skill which Is necessary to assel ible 
the parts which you import ? 

Mr. SHENNAN. That is true. 

Mr. Simpson. So we lose to some extent the skill that is incident to 
working with small parts. 

Mr. SHENNAN. To that degree; yes, sir. 

Mr. Simpson. That is not, as I conceive it, the most important part 
of the maintenance of the watch industry here. It is, is it not, the 
nanufacturing of those parts? 

Mr. Suennan. The manufacturing and assembly and the making 
of tools and the engineering are where the skill is in our industry. 
The highest skill is in the engineering and the toolmaking and the 
management. You cannot have those unless you have a manufactur 
ing program to support them. 

Mr. Stupson. Regardless of the volume of the business that your 
ompany does, unless you certainly maintain a fair proportion of 

American watch business, of the watch sales in America, we are 
bound to lose that skill which you and I have always agreed is vital 
to us In wartime. 

Mr. Suennan. Yes, sir; I think that is true. 

Mr. Simpson. I commend you on being a successful businessman 
and all that, but I do not see that that solves the problem the committee 
Ss principally interested in, namely, how to protect here an industry 
which is vital to our national welfare. 

Mr. Suennan. [think you are quite right, sir. 

Mr. SIMPSON. As I unde rst: ind, you woulk | velecome the day whe n 
you would manufacture here at home and sel] many more Ame} ican 
made watches: 1s that meht? 

Mr. SHENNAN. Yes. sir. We have asked that those tariff increas 
be put into effect to encourage increased manufacture here. 

Mr. Stimpson. That 1 wry you are here today ? 

Mr. Suennan. Yes, § 

Mr. Simrson. W hether ‘or not you go on manufacturing compacts 
or anvthing else is immaterial. 

Mr. Suennan. That is true. We felt that we could not go on the 
basis that the doctor would be called when we were dead. We had 
to take some preventive action while we were still alive. We had 
do other things. 

Mr. Simpson. Thank you very much. 

The Carman. I would like to ask one question. * permitting 
the importation of watches, how does that affect the Pes nerican labor ? 
Mr. Suennan. To the extent that it replaces domestic manufactur 
ne it wou il | Lis} lace those ees le. I thi k over a period of time, 


unless some ch: inge is made, will displace considerable American 
manufacturing. It already bait of course. 

The Cnarrmaan. It already has. Of course, any loss of Ameriean 
labor here means that the payroll goes over to the Swiss country. 
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Mr. Suennan. The people who made the watches would get paid, 
and that would be in Switzerland. 

The Cuarrman. So the importation of the watches here does not 
compensate for the loss of domestic payroll that results from trade 
benefits given the foreign country; is that right? 

Mr. Suennan. That is correct. 

The Cuarrman. Mr. Forand wishes to ask a question. 

Mr. Foranp. Mr. Sherman, if I understood your statement—and I 
tried to follow it very closely—the main point you have been making 
is the necessity of maintaining the watchmaking industry for national 
defense, am I correct? 

Mr. SHEeNNAN. Yes, sil 

Mr. Foranp. Do you argue that the reciprocal-trade agreement as 
it now stands, the tariff rates, would settle your problem ? 

Mr. Suennan. I think they would help. I cannot say for certain 
whether they would settle it. I do not think they would settle it, but it 
would help a lot. 

Mr. Foranp. I have here a copy of the Tariff Commission’s Report 
No. 20, and I will read one paragraph : 

From the point of view of national defense, the domestic watch industry 
has two weaknesses which cannot be remedied merely by action to reduce {mports 
of watches and movements. One is the dependence of the United States on 
foreign sources of supply for jewel bearings. The other is its reliance upon 
Swiss sources for certain types of watchmaking machinery. 

Do you have any difficulty getting machinery ? 

Mr. Supnnan. Yes; wedo. There isa very large list of machinery 
which is not permitted to be exporte -d from Switzerland to the United 
States, special-purpose watchmaking machinery. We are not per- 
mitted to buy that. 

Mr. Foranp. Then there is no way that you can correct that sit- 
uation ¢ 

Mr. Suennan. Yes,sir. We design them and build them ourselves, 
which we have done for 90 years, most of them. 

Mr. Foranp. You do not have any trouble getting machinery, if 
you can nanan it here. 

Mr. SHENNAN. I do not agree with that particular statement in that 
report that you referred to, because that is not so. Actually, if you 
go through our plants, you will see hundreds and hundreds of fine 
machines built by our own machine shops or by other shops in the 
United States of America. We do buy in Switzerland when we can. 
because they make fine machinery, too. 

Mr. Foranp. Then am I to understand that you agree with those 
portions of the Tariff Commission report that are favorable and you 
disagree with those that are not favorable to you ? 

Mr. SHENNAN. Sir, that is not the Tariff Commission report. That 
is simply an informative statement on the watch industry which was 
put out, I think in 1947. It is not the 1950 report of the Tariff 
Commission. 

Mr. Foranp. That is correct. But still, you are talking about mili- 
tary, and so forth, and this was right after the war. That is the 
reason I am quoting it. 

How about the jewels? I understand very few jewels are made in 
this country. 
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Mr. Surenan. That is correct. That is still true. 

Mr. Foranp. Why is that, when the material for the making of 
jewels is available? 

Mr. SuHennan. The reason is that the cost of labor for that type of 
work, and the difficulty of that type of work, is such that we can not 
compete with the landed price of Swiss jewels. That is, of course, 
an important element in the cost of a watch. During the war we 
made jewels, at high cost. 

Mr. Foranp. You made watch jewels here ? 

Mr. Suennan. Yes, sir, during the war. 

Mr. Foranp. You are able to do it at any time that you are called 
upon to do it; is that the idea ¢ 

Mr. Suennan. We can do it, that is right, but at high cost. 

Mr. Foranp. How about maintaining the skill of these workmen 
who make jewels, if you do not bother doing it when we are not at 
war ¢ 

Mr. Suennan. We are not a wealthy enough company to afford 
to maintain those people on the job to maintain the skills. We cannot 
do it. Some of the key people in that jewel-making industry, of 
course, are still with us on other jobs, but most of them are gone 

Mr. Foranp. Much has been said about the skills. Again from 
that same report, I quote: 

Of considerable military significance also is the progress made during the last 
war by the watch industry in deskilling numerous operations previously per- 
formed only by workers of long experience. 

Can that be used at any time, that particular type of deskilling that 
is referred to here, as the *y do, for instance, in machine shops where, 
instead of having an all- ‘around machinist take a piece of raw ma- 
terial and turn it into a finished product, they break up the operation 
and have 1 fellow running 1 kind of machine and another fellow run- 
ning another, each adding something to the product? Is that what 
deskilling is meant to describe ? 

Mr. Suennan. I think that is what that refers to. The process of 
reducing the amount of skill involved in an operation goes on con 
tinuously in all industries, as I am sure you are aware, Mr. Forand. 
We have said in previous reports that the hard core of skills that are 
important from the military standpoint in this industry is principally 
the creative skills, the fine elements of tool-making that you just can 
not break down and give to several different people; the engineering; 
the developing; the research; the supervision, and the management, 
and a sizable number of production skills. 

The simpler jobs, of course, you can train people to do them in a 
reasonable time, perhaps a month or 2 months or 3 months. 

Mr. Foranp. If that is the situation, then you have that cadre of 
people constantly employed now; have you not? 

Mr. SHENNAN. We have, but we cannot support those people unless 
we have a successful watch-manufacturing operation that earns money 
to pay them. If we cannot manufacture the watches, then we cannot 
keep those people on that work. 

Mr. Foranp. I think the report of the American Watch Associa- 
tion shows some tables here that would indicate, to me at least, that 
the American watch industry has been doing pretty well. I realize, 
of course, that many of them have gone by the w: ayside. Many manu- 
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facturers have gone by the wayside. But that was in years past and 


annot be attributed to the reciprocal trade agreements, because that 


was all before 1935. 


Mr, Chairman, I ask unanimous consent to have this chart put in 
he record. 

‘| he CHAIRMAN. Without obi ( tion. I is sO ordered. 

(The chart referred to follows:) 


PERCENTAGE DISTRIBUTION OF TOTAL SALES OF THE SIX LARGEST 
MANUFACTURERS OF NATIONALLY-ADVERTISED BRAND- NAME 
_ JEWELED WATCHES, 1936-1941 AND 1946-1950 
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Mr. Foranp. Then we have here the number of units manufactured 
by Elgin, Hamilton, and Waltham put together. Back in 1935, it 
shows that 1,045,000 units were manufactured, but in 1950 it was 
1,930,000, almost 2 million units manufactured. So that would indi- 
cate that under the rec nee ‘al trade agreements you have been manu 
facturing more watches, except during the war period perhaps, and 
at that time, of course, 7 realize that all of the watch industry was 
engaged in war work to the point where there was such a shortage of 
timepieces of all types that a brother-in-law of mine who used to have 
a drugstore, had a lot of old alarm clocks that he had not been able 
to sell, hired a man to put them in condition and disposed of all of them 

t double the price he had paid for them. So I can well appreciate 
oh at you were not manufacturing timepieces during that period, 

But this table that I have here—and it also is taken from the Ameri- 
ean Watch Association brief filed before the Tariff Commission, and 
[I think it is pretty authentic—shows a very favorable picture of the 
American watch industry. T ask unanimous consent to put that table 
in the record. 

The Cuatrruan. Without objection, it is so ordered. 

(The table referred to follows:) 
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Mr. SHennan. I think I ought to be permitted to comment on Mr. 
Forand’s statement. 

The CHarrman. Yes; you may answer. 

Mr. Snennan. First of all, the American Watch Association, as 
I am sure you know, is the importers’ association, and these figures 
are from that association. 

Mr. Foranp. But right there, are you contending that these tables 
are incorrect ? 

Mr. Suennan. No. I simply point that out because there is a con- 
fusion in names—the American Watch Association is the importers’ 
association. 

Mr. Foranp. I thought you were challenging the figures; and if 
that were true, I would want to know about it. 

Mr. SHennan. I have not seen the figures, but in any case I would 
like to point out that the state of the economy in 1935 was somewhat 
different than it was in 1950, 1951, or 1952, so to compare absolute 
production in 1935 in any business that I know of, versus the produc- 
tion in 1950, 1951, or 1952, requires a little explaining. 

The figures th: at you read, as I heard them quickly, were approxi- 
mately correct, but the fact is that since 1941, which was the year 
before the war, when there was a pretty good level of ec onomy in this 
country, the increase in production of these companies you mentioned 
actus iliy was only about 50,000 pieces, a matter of about 2 percent, 
if it is that much; half a percent, I guess it is. 

These figures have been submitted before, that I am referring to. 

Mr. Foranp. But the table does indicate that you have made con- 
tinual progress. If your contention is with regard to the “share” 
doctrine, of course that is a different argument altogether. 

Mr. Chairman, I ask unanimous consent to include in the record 
another table here, taken from the same document, the American 
Watch Association brief, showing a summary of income accounts, cash 
dividend payments, and net worth of the Elgin National Watch Co. 
from 1935 to 1950, inclusive; and another table, again on the Elgin 
National Watch Co., bringing the figures up to date, including 1952 
and part of 1953. 

The CuarrmMan. Without objection, it is so ordered. 
(The tables referred to follow :) 
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Elgin National Watch Co. 





th comparison same period 1952 


Cor lated | Consolidated > 
er shar 
net earnings E vr 
l $] 2 | $368, 779 $0. 42 
1952 0. 107 316, 354 3 
| | ' 


Mr. Coorer. Mr. Shennan, as I understand it, the main point 
that you are emphasizing here is the importance of the American 
watch industry to national defense. 

Mr. Su NNAN. That was one of my two main points, yes, Sir. 
The other was the escape clause procedure. 

Mr. Cooper. I also understood you to say you were supporting the 
Simpson bill. 

Mr. SHennan. I made some comments on the Simpson bill. In 
general, I should say we would support it. 

Mr. Coorer. Do you support the provisions of the Simpson bill 
that confer discretionary authority on the Tariff Commission and 
leave the President out of it? 

Mr. SHENNAN. My comments on that, which were contained in my 
brief, were that if the President disagreed with the Tariff Com- 
mission, we felt he should have the approval of Congress before he 
turned down the recommendations of the Tariff Commission. 

Mr. Coorer. On the question of national defense, do you think the 
Tariff Commission is as well qualified to pass on questions of na- 
tional defense and the importance of various industries to the na- 
tional defense as the President of the United States? 

Mr. Suennan. Perhaps not, but they have a staff of investigators 
who can ascertain the facts on the question from the Defense De- 
partment or from whatever division may have the knowledge or 
information and judgment to give it. 

Mr. Coorrr. So you think the Tariff Commission would be a well- 
qualified agency to pass on questions of national defense ? 

Mr. Surnnan. 1 would think that the Defense Department was 
most qualified. 

Mr. Coorrr. Do you not think the President of the United States 
would be better qualified than the Tariff Commission ? 

Mr. Supnnan. Yes: I think our present President would. 

Mr. Coorrr. Certainly the present President of the United States! 

Mr. SHENNAN. Yes. 

Mr. Cooper. I just happen to notice that in the hearings in 1951. 
the Assistant Secretary of State for Economic Affairs is quoted as 
saying: “The Tariff Commission is not qualified to make determina- 
tions regarding the national defense,” and I think you would agree 
that the Tariff Commission is not an agency qualified to pass on 
questions relating to national defense. 
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Mr. SHENNAN. They have not had that job up until now, as far 
is I know. 

Mr. Coorer. You do not think it would be wise to confer that job 
on them now ? 

Mr. SHennan. I think it is reasonable that they should give con- 
sideration to the opinion of qualified authorities as to whether or not 
in industry was important to the national defense ; yes. 

Mr. Coorrer. You think the Tariff Commission should be the agency 
to pass on the questions relating to national defense ? 

Mr. Suennan. I did not read anything in the Simpson bill that 
suggested that the Tariff Commission be authorized to pass on whether 
or not an industry was essential to the national defense. 

Mr. COOPER. All right. under the orig nal Trade Agree ments Act, 
sit not true that in effect and in substance, discretionary authority was 
‘conferred upon the President of the United States to negotiate and 
enter into trade agreements / 

Mr. SHENNAN. Within limits, ves. 

Mr. Coorrr. As I understand it, the Simpson bill proposes to con 
fer that discretionary authority on the Tariff Commission, and leave 
the President out of it. If that is correct, you would not take the posi- 
tion that the Tariff Commission would be as well qualified to pass on 
questions of national defense as the President of the United States, 
ind especially the present President of the United States, would you! 

Mr. SHENNAN. I said that I thought the present President would 
be better qualified. 

The Cuarrman. Mr. Kean will ask a question. 

Mr. Kean. Mr. Shennan, when you buy watch movements in Swit- 
zerland, that money does not go overseas to employ Swiss labor, as 
has been suggested here, does it? What happens is that the money 
stays here as a credit and employs the American labor and farmers 
who are producing goods for export, just as long as we in this country 
ire exporting more goods than we are importing, is that not correct ¢ 

Mr. SHENNEN. I| sort of got lost on that one, Mr. Kean. We actually 
transfer money there to pay for it. 

Mr. Kran. It goes to the dollar credit of Switzerland, and then 
Switzerland uses that dollar credit to purchase American goods which 
employ American labor and employ American farmers. 

Unless we have a situation where we are importing more than we 
ire exporting, even though you buy abroad you are employing Ameri 
‘an labor just the same. 

Mr. SHENNEN. The dollars do not actually go over there, that is 
true. It is a credit. 

Mr. Kran. That is all. 

The CuHarrman. The committee will stand adjourned until half- 
past one. 

(Whereupon, at 12:30 p- m., the committee recessed until 1: 30 p- m., 
»f the same day.) 

AFTER RECESS 


The Chairman. The committee will come to order. 
The next witness is Mr. John Lerch, of New York City. We are 
very glad to see our old friend here again. 
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STATEMENT OF JOHN J. LERCH, OF LAMB & LERCH, ATTORNEYS, 
NEW YORK, N. Y. 


Mr. Lercn. My name is John J. Lerch. I am an attorney specializ- 
ing in customs law in New York City. I am representing 12 different 
industries which are tabulated on the first page of the printed memo- 
randum that I submitted to the committee. I will not take the time of 
the committee to read this memorandum, but I ask that it be printed 
as part of my testimony. 

The Cuairman. Without objection it is so ordered. 

(The material referred to follows :) 


Re H. R. 4294, a bill introduced by Mr. Simpson to extend the authority of 
the President to enter into trade agreements under section 350 of the Tariff 
Act of 1930, as amended. 
CHAIRMAN, WAYS AND MEANS CoMMITTEE, 
House of Representatives, Washington, D.C. 
Sir: I am representing at this hearing the industries listed below : 
American Glassware Association, 19 West 44th Street, New York City. 
The Candle Manufacturers Association, 19 West 44th Street, New York City. 
Collapsible Tube Manufacturers Association, 19 West 44th Street, New York 
City. 
The Industrial Wire Cloth Institute, 74 Trinity Place, New York City. 
National Building Granite Quarries Association, Inc., 114 East 40th Street, 
New York City. 
Rubber Footwear Division, the Rubber Manufacturers Association, Inc., 
444 Madison Avenue, New York City. 
Toy Manufacturers of the U. S. A., Inc., 200 Fifth Avenue, New York City. 
Twisted Jute Packing & Oakum Institute, 19 West 44th Street, New York 
City. 
United States Potters Association, East Liverpool, Ohio. 
Velveteen Industry, Howard Richmond, chairman, tariff committee, 1071 
Avenue of the Americas, New York City. 

I appeared here in 1934 in opposition to the enactment of the Trade Agree- 
ments Act, principally on the ground of its unconstitutionality. I have appeared 
at each succeeding renewal of the act urging that the trade agreement policy be 
allowed to expire or to be so revised as to bring it within the provisions of our 
Constitution. By reason of the suspension of any remedy by which the con- 
stitutionality of the Trade Agreements Act could be tested, its constitutionality 
has not been adjudicated. 

My views on this subject have been explained from time to time in briefs 
and at the hearings before this committee. They are a matter of record and 
I will not repeat them. However, the status of this act and the trade agreement 
policy, in my judgment, is as unconstitutional today as on the day of its incep- 
tion. 

From past experience and from what I can gather of the present attitude of 
the administration and of the Congress, the Trade Agreements Act of 1934 will 
be extended. It is, therefore, our purpose to cooperate with this committee to 
secure an extension under terms which would make workable the so-called 
remedies which were held out by the last Congress to industry, agriculture and 
labor in the extension act of 1951. The peril-point provision and the escape 
clause were supposed to have provided safeguards and remedies where the 
imports of foreign-made merchandise threatened to or actually caused a loss 
or curteilment of industry or labor. Two years of the administration of these 
provisions has proved them to be thoroughly ineffective. 

Twenty-six petitions under the escape clause provision of the act of 1951 have 
been filed with the United States Tariff Commission. Twelve have for one 
reason or another been rejected or denied by the Commission, and there are 
still nine pending unacted upon. Five have been forwarded to the President with 
favorable recommendation and two have been rejected by the President. Recapit- 
ulating, only 2 of the 26 petitions filed have met with favorable results. As we 
analyze the administration of the Trade Agreements Act over the last 2 years, 
we have concluded that its ineffectiveness stems partly from the obscure lan- 
guage used in the act of 1951 and partly from the uncertainty of the conditions 
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under which the United States Tariff Commission and the President were to 
operate, but principally from the discretionary powers vested both in the 
United States Tariff Commission and the President. 

We hold no brief for the provisions of H. R. 4294 that attempt to provide reme- 
dial legislation for specific industries, since we feel that that is a matter of policy 
that should be decided by the Congress apart from the trade-agreement policy. 
We do, however, endorse that part of this bill which has to do with clarifying 
and making effective the remedies which the Congress in 1951 attempted to ex 
tend to us. 


UNDER WHAT CONDITIONS SHOULD THE TRADE AGREEMENT POLICY BE EXTENDED? 


The President in his message to Congress and in bills which have been intro- 
duced in the House, we understand, asked for an extension of the Trade Agree- 
ments Act of 1951 for 1 year to permit him to make an investigation or survey 
of the facts surrounding the trade-agreement policy. 

From what we have said above, it will be seen that it is our view that the 
remedies sought to be provided in the act of 1951 have been ineffective and have 
supplied no facts upon which an intelligent survey could be based. We feel that 
in the provisions of H. R. 4294, which attempt to amend the act so as to make 
these remedies effective before the expiration of the year’s extension, the Presi- 
dent’s investigating body would have facts upon which to base intelligent con- 
clusions as to the effectiveness of these remedies. 

H. R. 4294 provides for a study by the United States Tariff Commission, con- 
sisting of 7 men instead of 6, to prevent stalemates, and for factual findings of the 
effect of imports upon domestic industry, agriculture, and labor with a recom- 
mendation of changes which will place imports upon a competitive rather than a 
ruinous basis. 

It provides that the recommendations of the newly constituted United States 
Tariff Commission shall be proclaimed by the President within a stated period, 
thereby removing the discretion of the President to veto the action of the Com- 
mission. It also by changes in the definitions of “injury” and “industry” removes 
much of the discretion now placed in the Tariff Commission. 

H. R. 4294 also provides a safeguard heretofore overlooked. In its definition 
of the elements to be considered under the escape clause, it includes a threat to 
national security. We have had Buy American provisions in Federal statutes, 
but for the first time we now provide for a threat against national security by a 
flood of strategic imported material. 

Since the adoption of the so-called Flexible Tariff Act in 1922, section 336 of 
the Tariff Act of 1930, the criterion for the assessment of duties on imported 
merchandise has been theoretically a rate which would exactly equalize the cost 
of production in the principal country of exportation and the cost of production 
of competitive American-made merchandise in the United States. The operation 
of this provision was suspended with the enactment and the extension of the 
Trade Agreements Act of 1934. Concessions in trade agreements have been made 
without regard to the standard set forth in section 336. Many of these conces- 
sions have brought the rate of duty to far below the cost of production in the 
United States for competitive merchandise, and, in some instances, have resulted 
in the imported merchandise completely displacing the American industry. This 
without recourse on the part of the domestic industry. By the provisions of the 
bill under consideration, subsequent investigations under escape-clause applica- 
tions should provide important data upon which a determination could be based 
to scrap or improve the present policy. 


TRADE VERSUS AID 


Through years of studied propaganda, American aid to foreign countries, 
furnishing industrial know-how and mechanical equipment, there are many in 
industrial circles as well as governmental circles who have come to believe that 
the economic stability of the United States is dependent upon increased imports 
of competitive articles and an expanded export market for American products 
in order that the so-called dollar gap may be closed. We feel that the psychol- 
ogy of this argument is based largely upon wishful thinking. From the stand- 
point of everyday facts which are common knowledge to our general. public, 
wages in the United States have vastly increased, in some instances trebled, 
since the Tariff Act of 1930 was written. On the other hand, a very large 
percentage of the 1930 tariff rates have been cut at least 50 percent; in some 
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instances by as much as 75 percent. Wages abroad have not kept pace propor- 
tionally with those in the United States. We therefore, find ourselves in most 
cases competing with an industry abroad, as efficient as ours mechanically, but 
paying only one-quarter or down to one-tenth as much for labor as we must pay 
in the United States for labor expended on the same article. 

A reading of the above facts should convince any thouchtful citizen that in 
Ornet to maintain our present economy and our en standard of living, we must 

ave higher protection to prevent the displacement of American labor and 


ibdds stry, and as the disparity between waves abroad and here increases we will 
have less and less ex x rts of compet itive roods. 

Since practically all of the truly raw material imported into the United States 
is free of duty, the « nt field for ely teniafbth f imports is in competitive articles. 
Because of the low cost of its manufacture abroad, the importation of every 


competitive article into the United States displaces at least one American-made 
article, and in many instances as many as half a dozen foreign-made articles can 
be imported before the cost of.a single American-made article is exceeded. 

It is aXiowatic that the labor and capital that would have been involved in the 
manufacture of displaced articles are dissipated and must seek other employment 
Where will American labor go with its highly specialized skill and find reasonable 
employment? .How long can this continue and our standard of living be 
maintained ‘ 


EXPORT TRADE 


























It is said that we can take up the slack in displaced employment by increased 
exports, . Assuming this to be true, are we balancing 5 the dollar gap? Under this 
reasoning, if we increase exports and increase imports we run into a stalemate, 
for the ratio will remain relatively the same and the gap is not closed. 


With American costs constantly increasing and with foreign costs remaining 
relatively constant, it would seem idiotic to contemplate landing American 
mérchandise in foreign countries in competition with their domestic-made 
merchandise. The constant shrinkage of our export markets and the immediate 
increase of imports by the United States because of greatly reduced tariffs, 
would more logically force one to cone¢lide that our exports will shrink or 
disappear while imports will increase to the detriment of our labor and capital 
investment. 

In the interests of orderly procedure, we request the enactment into law of 
those provisions of H. R. 4294, which will make effective the remedies Congress, 
in 1951, attempted to extend to us. 

Respectfully 

LAMB & LERCH, 
Attorneys, 25 Broadway, New York City. 
By Joun G. LERCH. 

Pated April 1953. 

Mr. Leron. I feel that there is no necessity for me to go into the 
detail of this bill. I listened to Mr. oes this morning and his 
detailed analysis of the bill, and I agree with all that he said with 
the exception of, the one, provision wadk gives to the President the 
discretionary power to overrule the findings of the Tariff Commission, 
whichithe Simpson bill Geprives him of. 

I appeared here in 1934 when this act was first proposed in opposi- 
tion to the bill, largely on the ground that it was unconstitutional, I 
have repeated that at every renewal or extension of this Trade Agree- 
ments Act. I am of the same opinion now. It is just as unconstitu- 
tional as it ever was, but I know we are going to have an extension of it, 
and my, position is, let’s have an extension for a year as the President 
asked _ order that he may make some sort of investigation of the 
policy ; but let’s give him a bill that will elicit some facts upon which 
he can make an intelligent conclusion. 

For the last 2 years the operation of the escape clause and the 


peril points which were given us in 1951 by the last Congress has been 
absolutely ineffective, largely because of the obscure wording of the 


definition of “injury.” There had to be serious injury to an industry. 
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The Way that has | een administered, you had to be dead ind buried 
as an industry before you were seriously injured. 

In other words, if an industry made 5 or 6 products, 1 of which was 
run out of the market by 1 ports, SO long : as the “vy were making mone 
on the other 4 the industry was not injured. “The Tariff Act Hes 
not take into consideration the industries. It is a duty on products, 
and it is the product that is to be protected, not an industry as such. 

There are several other features that I could name, but my point 
is that the rather obscure language or language of doubtful meaning 
in the old bill, in the 1951 bill, has resulted in its being completely 
ineffective. Any investigation that would erow out of the facts as they 
now stand, the President could write his own conclusion now for all 
the good it will do. Wet’s define this thing in the way that this bill 
does—the Simpson bil!—so as to instruct the Tariff Commission as 
to how to act on an intelligent definition and on what products to act 
and make an inte llige nt finding. 

By next year, if this bill is adopted, you will have facts upon which 
Q study could be made and an intelligent conclusion arrived at, and 
we would know whether it was any good or whether it wasn’t any good 
and could act accordingly. 

I didn’t finish that. 1 am against the referring of the bill back to 
Congress as the Tariff League championed this morning, I think that 
discretionary power should be taken away from the P resident, and at 
least it would remove that one element of the unconstitutions ality ot 
this bill. To that extent you would not be delegating to the executive 
branch such as is now existing in reappraisement cases where the 
importer files an appeal for reappraisement and he has the right to 
appeal to the Court of Customs and Patent Ap ypeals on questions of 
law only. 

[ would suggest that if jurisdiction to review the Tariff Commission 
is placed in this bill, it should be limited to questions of law only and 
not a review of the fact-finding body on the facts themselves. 

The Cuarrman. It would be about the same procedure as the higher 
courts, They pass upon que stions of law. The facts have been found. 
If there is any evidence to sustain the facts, of course the court will 
SO decide. 

Mr. Lercu. That is right, but not sitting asa jury to weigh the facts. 

The Cuairman. No. That is it. exactly. 

Mr. Lercu. I was just looking at the last chapter of this Trad 
Versus Aid. One of the arguments which is given for the policy of 
this bill, the trade agreements, is the very popular phrase “Trade 
versus aid.” Thave commented on that in this memorandum of mine 
and I cannot see how any intelligent man can say that opening tly 
door wide to nuponts and the putting out of employment our lab 
and our capital here will balance the dollar gap, which is the reason 
assigned for this policy. I don’t see that it can help, but if we ai 
going to have it, again I re peat, we ought to have it well defined and 
on_a factual basis such as the Simpson bill attempts to act ‘omplish, 

Mr. JENKINS. i that connection, that is a very alluring phras 

“Trade, not-aid.” but the most startling « xample | in the whole « rountes 
IS the attitude of the Fords. Here are ‘the I ‘ord peop le, a il] Amel ican. 
distinctively American, American product, American everything. 
Here comes young e ord and he is welcomi ne every thing in from all 
countries of the world, throwi g the doors wide open. 
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You have been here many years and you have studied all sides of this 
proposition. What do you think of that? 

Mr. Lercn. Of course, it is much like I have heard some of my clients 
say: “I am for free trade for everybody else except me.” The auto- 
mobile people, the typewriter people, the calculating machine people, 
washing machines, all of those that are operating w ith patents owned 
by American interest, do not need a tariff. They are protected by 
their patents. You cannot bring any of those things in here that 
infringe the patent, without a license. 

For instance, you allow a resident returning from abroad to bring 
back $500 worth of stuff, but he can bring only 1 bottle of perfume, 
and he can bring only 1 bottle of Canadian Club, too. That is because 
of the copyright or the name. He is stopped right at the border, and 
it is taken away from him. It does not matter whether they have 
duty or not. That goes for all of the copyright and patented articles. 

So why wouldn’t Mr. Ford want free trade to bring more dollars 
over there to buy his machines ? 

Mr. Jenkins. Let’s work that out a little further. You say he has 
patents. Of course he does not have a patent on every portion of his 
car, but he does on the carburetors and combinations and all those 
things. AsI understand it, you mean he has patents recarded in other 
countries and pays for it and gets his protection in that way. 

Mr. Lercnu. There is a practice that if you own a patent and you 
register it with the Bureau of Customs, they will furnish you with 
the information of importations that infringe that patent, and you 
can proceed agaisnt the importer. On copyrights it works right at 
the border. If you file a certified copy of a copyright with the Cus- 
toms, they will not permit anything to come in that violates that 
copyright. It is stopped right theme. 

Mr. Jenkins. Then Ford does not need this bill we are talking 
about passing here. He does not need that protection ? 

Mr. Lercu. No; he does not. 

Mr. Jenkins. Let me ask you about this. He has a lot of things 
in his machine that are not patented. For instance, the steel, just 
the general word “steel.” He has a lot of steel in his car. The steel 
people probably want protection, don’t they, and they don’t have a 
patent on steel. 

Mr. Lercn. Most assuredly. 

Mr. Jenkins. Suppose then Ford should say, “Let steel come in, 
too. Let it all come in free.” Would that increase the price of his car ? 

Mr. Lercu. I wonder about that. Steel is coming in here cheaper 
than we can make it, I am told, and he might want that to come in 
free, too, to put in his ear. 

Mr. Jenkins. Maybe so, if that is the case. What are the facts 
about steel coming in? 

Mr. Lercu. I understand the rate of duty on steel, channels, bars, 
and what have you—I do not mean fabricated steel, but steel building 
material—is not protected beyond, let us say, 200 miles inland, where 
the freight would run the cost up so that they could not ship further 
inland than about 200 miles. But along the coast the present rate is 
not protective. 

Mr. Jenkins. That is all, Mr. Chairman. 

The Cnarrman. You may proceed, Mr. Lerch. 

Mr. Lercu. I think that about concludes my statement. 
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Mr. Jenxins. I have further questions while we have him here. 
I thought you were going to proceed. 

I want to develop that constitutionality question. We had it up 
this morning, and I am not quite clear what views these business 
people have with reference to the power of the Congress to do any- 
thing in these cases. I maintain that the Congress can control impor- 

tations, and it can do a lot of things, but the President cannot do it. 
I maintain, however, if we should pass a law and provide that certain 
commodities should come in under certain restrictions and have a 
Commission like the Federal Tariff Commission adjudicate those facts, 
then we can give to the President as the Executive of the Government 
the right to do certain things, to pass on the findings of the Com- 
mission and then to issue an order to raise or cut the tariff duty 
within a certain limitation. 

In other words, we can pass a law that permits exercise of discretion 
within limits and leave that to somebody to decide about the leaway. 
We can leave that to the President. He cannot go any further than 
our bounds that we lay down in the law. 

Mr. Lercw. Under our Constitution, the Congress can place an 
absolute embargo on any material or products they see fit, and they 
can place a partial embargo or any form of restriction they want to. 
But they cannot pass that power on to the President legally. 

Section 336, which is known as the flexible tariff provision, has been 
litigated, and it went to the Supreme Court and was there held to be 
constitutional, because the turning point of that case was that Con- 
gress has named the Tariff Commission as a fact-finding body to act 
as an agent for Congress within certain limits, within a yardstick. 
It is that yardstick which saved the constitutionality of section 336. 
You do not have any such yardstick in this act. It is absolutely dis- 
cretionary with the Secretary of State and the Prenidaad to do as 
they please in reducing these duties. 

Mr. Jenkins. The President cannot go beyond certain figures. He 
cannot go up higher and he cannot go down lower than certain figures, 
but he can use judgment within those limits. It would seem to me 
that that would be constitutional, that the Congress could within rea 
son delegate power. The Congress would have the power to put a 
policeman there to watch all these things, and to let so much in or 
to refuse to let it in, or it could go to work and appoint a commission 
and let that commission find certain facts and say to the President, 
“You can do within those facts.” I should think that would be con- 
stitutional., 

Mr. Lercu. It was held to be constitutional if you operate within 

a certain yardstick. 

Mr. Jenkins. That is what I say. 

Mr. Lercu. If you provide that yardstick. 

Mr. Jenkins. We want a commission to operate within the yard- 
stick, to define the peril points, to find what it takes, when it will be- 

come destructive to an industry, and so on. They are supposed to 
be smart people. They have a long tenure of office. They are not 
amenable to anybody but the facts. They have full power to act. 
Whatever they decide within a certain yardstick, the President can 
be the Executive. We cannot give the power tothem. I do not think 
we could give the power to the Commission. 
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Mr. Mason. Would the gentleman yield there ¢ 
But in this we give the power to the President to ignore entirel; 
the facts and the findings of the Tariff Commission and he has the 
authority to say, regardless of the facts that the Tariff Commission 
has brought out, “I am not going to do it.” 

Mr. Lercu. Yes. He is exercising that power when he says he will 
not doit. Iagree with Mr. Mason that he should not have that power. 
It isa delegation of your rights. 

Mr. Jenxrns. I have thought this out « clearly in my own mind, that 
the Congress can say that it ‘will set up a commission and that it will 
give that commission authority. We will not give them authority to 
act, but to study and find. Then we give the Executive the power to 
execute. I do not know whether we could make him do it or not. 
That would be something different. 

That is something he would have to do under the Constitution or 
he would be impeachable. We can pass laws that are within ow 
power, and if we put the duty on him to enforce the law, supposing 
he just would not enforce the law, we could impeach him. 

Mr. Lercn. On the constitutionality of this bill, when I appeared 
here in the 1951 extension of this bill, I put in the record—and it is 
printed as part of my testimony at that time—a speech made in the 
House of Representatives on March 24, 1934, by the Honorable James 
M. Beck, former Solicitor General of the United States. I just call 
attention to it. It is a matter of record, and there is no reason to 
reprint it. 

The CramrMan. Would you like to have the reference ? 

Mr. Jenkins. How long is the speech ? 

Mr. Lercn. About 12% pages. It was put inin 1951. 

The Cuamman. If there is no objection, we will insert it in the 
record. 

(The material referred to follows :) 


SHOULD THE Power To Tax Be Vestep IN THE PRESIDENT 


(Speech of Hon. James M. Beck, of Pennsylvania, in the House of 
Representatives, March 24, 1984) 


Mr. Beck. Mr. Chairman, the consent just given me to revise and extend my 
remarks will relieve me of the necessity of making, as I had hoped to do, an 

‘cument at some length and in some detail as to whether there is any constitu- 
tional power in the Congress to transfer its taxing power to the President. I 
had indulged the hope that I would have that opportunity, but for several reasons, 
including permission to extend, I shall not at this late hour Saturday afternoon 
thus impose upon my indulgent colleagues. In the first place, the time now 
tllotted to me for such an argument is too short, and I would be like the old 
farmer in New York State who entered his farm nag in the Saratoga races. 
When his horse came in last he was asked to explain his poor showing. He 
replied that “the course was too long and the time was too short.” [Laughter.] 

That is true of the leneth and breadth of a subject as great as the fundamental 
question of taxation, and it is also peculiarly applicable fo the time allotted to me. 

In the second place, the gentleman from Massachusetts [Mr. Treadway], 
although not a lawyer, has made such an admirable argument against the con- 
stitntionality of this measure that I am afraid that if I attemped to argue along 
the same lines I would simply be repe ating that which -he said with greater 
deliberation, and presumably, therefore, with greater precision. 

But the third reason is the consciousness that has been borne upon me ever 
since my service in the House of Representatives as to the futility of any argu- 

ent as to the constitutional powers of Congress or as to the sanctity of the 
Constitution itself, so far as voting is concerned, I do not. doubt that many 
Members of this House do take what is an academic and sentimental interest 














TRADE AGREEMENTS EXTENSION ACT OF 1953 iS3 


in the Constitution as it came from the master architects of our Government 
but, as far as affecting a single vote is concerned, 1 have yet to discover that any 
effort of mine or any effort of any other Member of the House has ever changed 
a vote in respect to a question, where the doubt was purely that of constitutional 
power. 

In this connection I am reminded of the facility with which changes of opinion 
can take place in matters of constitutional powers, although they concern the 
oath that we all take when we come into this House to defend and protect the 
Constitution of the United States 

Today an extraordinary change has taken place on the Democratic side of the 
aisle, to which already the gentleman from California |Mr. Evans] has made 
extended and most effective reference. I refer to it again because it brings to 
my mind an experience—I will not say of some bitterness, because it is more 
amusing than otherwise. In 1929 a far more defensible proposition was under 
consideration of this House to vest such a power in the President upon advice of 
the Tariff Commission, a legislative auxiliary of Congress in the function of 
imposing taxes. When that proposition was made in 1929, 1 recall the vigorous 
attack that was made by the entire Democratic side of that Congress against this 
lesser and more defensible proposition, which it regarded as subversive of ou 
institutions. I was so impressed with the arguments then made by the distin 
guished chairman of the Committee on Ways and Means [Mr, Doughton| and by 
the gentleman from Alabama [Mr. Bankhead|, who closed the debate, and by ou 
former colleague, Mr. Crisp of Georgia, and by the Democratic floor leader, M1 
Garner, that I concluded that the Democratic view was right, and, somewhat, 
to the consternation of my Republican colleagues and possibly to the surprise of 
my constituency, I made a speech on May 22, 1929, in which I supported the 
Democratic view. Now I am left alone, like a deserted and forlorn bride on the 
church steps. [Laughter.] I stand today, where I stood then, in defense of the 
constitutional prerogatives of Congress. The Democratic Party has deserted 
me. Why did they then strain at a gnat, now to swallow a camel? You will 
remember Lady Teazle said to her would-be seducer, “It may be well to leave 
honor out of the question.” So in this matter the Democratic Members of this 
House must leave consistency out of the question. |Laughter.| I appreciate 
we cannot always be consistent for we are all in the swift current of events which 
may he likened to the River Mississippi in a period of a spring freshet, where the 
muddy stream is overflowing the boundaries of the river and pours on to some 
unknown destination in muddy swirls and eddies. 

I quite appreciate, therefore, that under the tremendous impact of this eco 
nomic depression it may be no impeachment either of the sincerity or patriotism 
of the Democratic Members of the House that they are today taking a precisely 
opposite position to the one which they took in the preceding Congress, when a 
far more defensible proposition was under consideration. However, they could 
be at least more modest in advocating today what they attacked in 1929 and less 
enthusiastic in surrendering the prerogatives of Congress. Of course, it only goes 
to prove that the age of miracles has not passed [laughter]; because, while it 
was a miracle when Paul went to Damascus und was stricken with a strange light 
and forthwith he, the persecutor of the brethren, became their foremost apostle, 
is not the collective conversion of the Democratic side of this House, whieh we 
are now witnessing, a greater miracle? 

There is another reason why I have done the House the great kindness of not 
making the argument as to constitutionality that I had in mind, but am econtenting 
myself with some more general observations. We are living in strange times, 
when one can no longer with any confidence make predictions as to what the 
Supreme Court will do. I am confident that the Supreme Court, if it adhered to 
its decisions of many years, could not find any justification in the Constitution 
for the complete and absolute transfer of the taxing power upon imports from 
the Congress, where the Constitution placed it, to the Executive: but I say we 
are living in extraordinary times, when not merely Congress and the Executive 
are floating down this swollen and seemingly irresistible stream of events, to 
which T referred, but even the Supreme Court seems to be finding difficulty 
resisting the fearful current of a world catastrophe, 

Until a month ago it had been the settled rule of that Court, recognized in mans 
decisions—a perfect beadroll of authority—that. there was a clear distinction 
between a natural monopoly that was impressed with a public use, and th 
ordinary avocations of men. As to the former it was within the 
power, notwithstanding the fourteenth amendment, to regulate the rates that 
could be charged by these natural monopolies: but as to the latter, as to the rg 
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number of men who deal in the necessities of life, like milk, bread, coal, wheat, 
or cotton, the Court had for a half century consistently held that there was no 
power, in view of the prohibition of the fourteenth amendment, in a State, to 
determine at what price an individual could sell his product. 

When a month ago the Supreme Court of the United States, in the so-called 
New York Milk Case, calmly discarded its decisions of 50 years, and did not even 
pay to those decisions the ceremonious respect of a funeral oration, it laid down 
the principle that not only in respect of natural monopolies, but in respect of all 
the products of human labor the State has a power to determine the price at 
which a man shall sell. I regard that decision as astounding and disconcerting 
as any decision since the Dred Scott decision. The latter abrogated a political 
settlement of over 30 years; the former discarded decisions of a half century, and 
virtually expunged the fourteenth amendment from the Constitution for most 
practical or conceivable purposes. Therefore I would not risk the little reputa- 
tion I may have in this House as a prophet by denying the possibility that this 

reat Court might not, as a concession to the times, accept this law, if it should 
arise in a litigated case. 

Does our responsibility end with the assumption that the Supreme Court 
might, especially if it were called upon to decide the constitutionality of this 
law under the present abnormal conditions, sustain the law? Does our respon- 
sibility then end? 

‘here are two great fields of constitutional law. In one of them the Congress 
has primary responsibility, but the Supreme Court has the ultimate and final 
decision. Those are the constitutional questions that are said to be justiciable; 
and therefore, when such a question comes before the Court in a litigated case, 
the Court can only compare the statute with the Constitution, if the statute 
conflicts therewith, declare it invalid. 

But the one thing that we often ignore, not only in this House but in all public 
discussions, is that outside of the field of purely juridical constitutional law 
there is a vast field of governmental action, in which the most important con- 
stitutional questions can be raised, and in this field of power the Congress has not 
only the primary but is the ultimate and exclusive authority, and the Supreme 
Court is incompetent to act. I refer to the field of what are called political or 
nonjusticiable questions. For example, it is undoubtedly true that when Congress 

vas given the power to make appropriations to enable the Executive to function, 
that the constitutional duty was put upon the Congress to pass the appropriations ; 
but if Congress refused to do so, the question would be nonjusticiable, because 
fulfillment of that duty rests in the conscience of the Congress and could not 
possibly be the subject of a judicial decision. The only appeal is to the people. 

Assume that the Supreme Court would accept an absolute delegation of the 
taxing power to the Executive to be exercised by the President in the form of a 
treaty without the consent of the Senate—and in ordinary times it never 
would—yet it does not alter the fact that upon the Members of this House is 
the responsibility, under our solemn oath of office, to determine in the light of 
the Constitution and according to the basic principles of English-speaking liberty, 
of which the Constitution is but one expression, whether we are prepared to turn 
our backs upon 500 years of struggles for liberty by the English-speaking race 
and vest an absolute power of taxation in respect to imports in the Executive. 
This question was the origin of the British Parliament, well and properly known 
as the Mother of Parliaments. Parliament came into existence because the 
Ionglish people were not content that the Crown could impose any tax without 
the consent of the representatives of the people. And that struggle has gone 
on from the time of the Plantagenets down to King George V, because in the 
last crisis in English history, involving the attempt of the House of Lords to 
reject a budget that had been passed by the House of Commons, Prime Minister 

Asquith advised the King that if necessary the King must appoint enough peers 
to give a liberal majority in the House of Lords to sustain the right of the House 
of Commons to impose taxes; and, ultimately, as you know, the crisis was solved 
without such an extraordinary act on the part of the King; and it was solved 
by the reaffirmation of the principle that a money bill must be the subject of 
action by the House of Commons and could not be transferred or vested in 
any other body. 

Go back to our own Revolution, which made us a Nation. We did not object 
to regulations of commerce by Great Britain. We did object to the attempt to 
tax us by legislative assemblies in which we had no representatives; and it 
was for that principle that we fought seven long years: for that the agonies of 
Valley Forge were endured, and the crowning triumph of Yorktown was gained, 
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Yet, now, in a moment of hysteria, for that is what it is, in an economic crisis— 
undoubtedly grave, but not so grave as the crisis of which the Constitution was 
born—not so grave as other crises in American history in which the industries of 
this country were far more prostrated, we are prepared to abandon a basic rule of 
taxation and also a fundamental principle of our Constitution that no treaty, that 
shall bind the faith and credit of the United States to a course of action with 
another government, shall be valid unless it have the concurrence of two-thirds 
of the Senate. 

We are thus confronted with the possibility of a double violation of the 
Constitution. 

Please remember that there is no question about the President’s power to 
negotiate all the trade treaties he wants, because his power of negotiation is 
as surely vested in him as is the power that Congress exercises to impose taxes, 
but when he negotiates, and he can negotiate with any nation for reciprocal 
exchange of imports and of duties upon imports, he must return it to the Senate 
for its approval, and if it involves changes in taxation it must be returned to 
the House, because the power to originate any tax is the ancient privilege of 
the House of Representatives and the final power to impose the tax, whether in 
accord with a trade agreement or not, is the greatest of all prerogatives of 
Congress itself.. Therefore, there is no objection to the President, if he feels 
he can improve our economic situation, to making a tariff treaty with Germany, 
with France, or any other nation, but we do object to the President's having 
the final authority without submitting it to the Congress of the United States 
and to that body of the Congress which has the peculiar right to say when we 
shall commit ourselves to binding agreements with other governments in matters 
of legislative policy. 

I know there are many trade agreements that do not require either the action 
of the Senate or the action of the Congress, because they are of a peculiarly 
executive character. And there is the line of distinction. You may have an 
agreement that if such-and-such country will provide certain facilities for the 
entrance of our vessels we will do the same thing in our ports of entry, or any 
other method of commercial comity between nations, but when an act essentially 
legislative is involved—and the highest of all legislative powers is the power to 
impose a tax—you cannot destroy the right of the Senate to concur and the 
right of the Congress to impose the tax stipulated by calling it a trade agree 
ment, because this would be merely juggling words and would not answer the 
| quite obvious intention of the Constitution. 

There is no room in the American system for one-man power, and this was 
decided at a time when we had a leader who could, if anyone, have claimed one- 
man power, although he never did—that man of incomparable virtue, probity, 
and sagacity, the first President of the United States—but it was not proposed 
to give any such power to the President of the United States, even though he 
were George Washington. Therefore all legislative power was vested in a 
Congress by the Constitution. 

The executive power was vested in a President, and the Excutive was to be 
limited in his negotiations and conduct of foreign relations by the provision 
that not merely a majority of the Senate but two-thirds of the Senate must 
concur before the freedom and independence of this country was compromised, 
because every treaty in a measure compromises the independent action of a 
country. I do not mean that this ought not to be so. I simply say if I agree 
with another man I will do a thing, as a man of honor, I have limited my own 
independence of action by the obligation of my promise, and so a nation limits 

ts independence when it agrees in a treaty that it will take a certain course of 
iction. Therefore the framers of the Constitution were not willing, unless two- 
thirds of the Senate concurred, that there should be any commitment of this 
country to a future course of action with any nation. They made no exception 
in the matter of taxes. The commitment was just as applicable as to what 
duties should be imposed with reference to taxes as upon any other subject. 

Mr. Wooprurr. Will the gentleman yield? 

Mr. Beck. Yes; certainly. 

Mr. Wooprurr. I think before the gentleman takes his seat he should explain 
to the House the difference between a so-called trade agreement between nations 
und a treaty between nations, because after all, any agreement between nations 
seems to me to be a treaty. If there is a difference, I hope the gentleman will 
sive the House the benefit of his views on the question. 

Mr. Beck. I have tried to do so in what I have already said by stating that 
whether the treaty or the trade agreement is one that must go to the Senate 
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depends upon whether it relates to matter that the Constitution has committed 
tu the executive branch of the Government; but when it refers to matter that 


requires action of a legislative character, it does not matter how you label it 
Our State Department is the organ of our foreign affairs and can make many 
ugreements with foreign countries of an executive character that do not require 


the concurrence of the Senate, but when you come to examine them, you find 
they are all parts of the executive function in seeing that the laws are faithfully 
administered in the conduct of our relations with foreign countries. 

Let us stand by the Government of the fathers and trust to the composite 
patriotism and intelligence of the Congress of the United States. it may err 
t often does it may be inefficient, it often is inefficient ; but its wisdom is better 
than the wisdom of any one man and we will find it out sooner or later. 
| Applause. } 


Mr. DoucHton. The gentleman is learned in the Constitution, able and adroit 
in debate, but it appears to me that the gentleman strains the point by using 
the term with respect to this bill “imposing taxes.” What is there in this bill 


that authorizes the President to impose any new taxes? He may raise or lower 
the present tax, as he can under section 3836 of the present law, but he cannot 
impose any tax, and the gentleman has used that term more than once: 

Mr. Beck. I used it because, if you will look through form to substance, that 
is the effect. When the Congress says that the tax shall be 3 cents a pound on 
sugar and then gives to the President, whether under the old Tariff Commission 
or without the ‘lariff Commission, as. this law provides, the power either to 
increase that to 44% cents a pound or to decrease it to 1% cents a pound, then 
this has happened: Congress has only nominated a tax, the President has ulti 
mately determined its real amount, and if he increases the tax to 444 cents per 
pound, he has imposed a tax to the extent of 144 cents a pound. 

Mr. Douguron. | know the distinguished gentleman can differentiate betwee 
increasing or lowering a tax and imposing a tax. I know the gentleman can 
distinguish between the two propositions. We all understahd what is meant by 
increasing or decreasing a tax, but the gentleman used the words “imposing 4 
tax” and used them more than once, and I maintain that in this bill there is 
no power given to the President to impose a tax. 

Mr. Breck. If the President does not impose a tax after he has made his agree 
inent with foreign nations, who does? 

These changes in our form of Government, whereby the Executive Office is 
immensely expanded and the powers of Congress, as the great council of the 
Republic, are sensibly diminished, give me great concern. They are the results 
of a subtle change in our Government, which has been in progress in the last 
50 years and which has been immeasurably accelerated in the last 12 months. 

In 1887, 3 years after I was admitted to the historic bar of Philadelphia, that 
city held a great celebration, and with its characteristic hospitality was the 
host of the Nation. It was the centennial celebration of the adoption of the 
Constitution of the United States. 

For a whole week Philadelphia was en fete. 

September 17, 1887, is an imperishable memory with me. On that day many 
thousands gathered in front of Independence Hall to celebrate the exact 
hundredth anniversary of that day in Philadelphia when the weary members 
of the Convention, having exhausted the possibilities of compromise, reluctantly 
signed their names to the great document and submitted it to the people for 
their decision 

President Cleveland, ex-President Hayes, and all the members of the Supreme 
Court were present, together with many Members of the United States Senate 
ind House of Representatives, and other able dignitaries, prelates, educators, 
and publicists from all parts of the country. President Cleveland delivered a 
memorable address, and then Mr. Justice Miller, of the Supreme Court, de- 
livered the formal oration. 

IT have recently glanced through the two ponderous volumes edited by Hamp- 
ton L. Carson, of the proceedings of that notable celebration, which lasted for 
the greater part of a week. That which greatly impressed me was the fact 
that there was then nothing but the most unbounded optimism. not merely as 
to the surpassing merit of the Constitution, which seemed to them a flawless 
masterpiece, but also as to its assured permanence. Mr. Gladstone’s oft-quoted 
tribute on that occasion was the verdict of all there present, and all seemingly 
felt that the troubles of the Constitution had now been happily adjusted, that 
the pendnium that had at first swung to a rigid construction and later to a liberal 
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consruction, had now reached the point of stabilization, and that in the future 
there was nothing for the Constitution except smooth seas and cloudless skies 
Dr. Oliver Wendell Holmes wrote a poem whose refrain was 


“While the stars in heaven shall burn, 
While the ocean tides return, 

Ever shall the circling sun 

Find the Many still are One.” 


(nd this proud, but somewhat magniloquent boast was echoed in a new national 
hymn, written by F. Marion Crawford, whose refrain, chanted by a thousand 
oices, of which I was one, was 


“Thy sun is risen, and shall not set 
Upon thy day divine! 
Ages of unborn ages yet, 
America, are thine! 


Few there present ever dreamed that the power of taxation—the most pote 
tially destructive of all powers—would one day be vested to a large extent in 
the Executive 

Two minor notes alone were then sounded At the banquet given to fl 
Supreme Court of the United States by the bar of Philadelphia, the chief justice 
of Pennsylvania, addressing himself to the Chief Justice of the United Stat 
ippealed to the latter to preserve, by judic decision, the boundary which the 
Constitution had prescribed between the powers of the Federal Government and 
those of the States He said: 

“Mr. Chief Justice, you and your distinguished colleagues, with whose con 
pany we are honored today, have it in your power to do very much toward pre 
serving intact the line of distinction between the Federal and State courts 
narked out and defined by our fathers. You are the conservative element of the 
Government. The lofty tableland upon which you stand is far above the atmos 
phere engendered by politics. The waves of popular clamor break harmlessly 
at your feet. The Supreme Court of the United States is the central sun of 
our judicial system. Your permanent position and conservative surroundings 





eminently fit you to preserve the nice distinctions of the Constitution Chere 
has never been, and I trust there never will be, a serious conflict between the 
Federal and the State courts It can best be prevented in the future by pre 


serving the line that has always existed between them, and by rendering unt 
Caesar the things only which belong to Caesar.” 

In this appeal to Chief Justice Waite, the chief justice of Pennsv!l 
evidently under the illusion that the Supreme Court of the United States could 
effectually preserve the Constitution of the United States in a nation which was 
essentially democratic in spirit 

I think the two great illusions of American history are the rooted ideas that 
the Constitution with its nicely prescribed boundaries of power could long limit 
the vagaries of democracy, and that the Supreme Court could effectively keep 
the American people within these prescribed boundaries of power. Nearly 
2,000 years ago Aristotle had taught us that if a constitution conflicts with the 
ethos or genius of the people, it is the constitution that is broken in the conflict 
and no better illustration can be given of this truth of the great Greek 
philosopher than the fate of the eighteenth amendment. 

It is not less an. illusion to suppose that the nine justices of the Supreme 
Court can enforce the Constitution. In this period of rapid change, one can 
say of this august tribunal, in the words of Omar Khayyam: 


nia Was 








“Lift not thy hands to it for help—for 
Rolls impotently on as thou or I.” 


The reason for this is obvious. The Supreme Court cannot even interpret 
he Constitution unless there comes before it a litigated case, and many uncon 
stitutional laws are passed by Congress which never give rise to a litigated case 

In the second place, there are many questions of interpretation which involve 
questions of a political or nonjusticiable character 

In the third place, the powers of the Federal Government are given for specific 
purposes and cannot, theoretically, be used for any other purpose; but if Con- 
gress uses such a power to accomplish an end that is within the reserved powers 
of the States, how can the Supreme Court determine the motives which prompted 
the legislation? That Court has not yet finally answered that question 
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Apart from these three main considerations, the Supreme Court is not, and 
never was, a wholly independent body. It does not remain proudly in its seat of 
justice, as did the old senators of Rome, when the Goths and Vandals invaded 
the Imperial City. The Court is a very human institution; and while it is not 
true, as Mr. Dooley suggested, that it “follows the election returns,” yet it 
cannot be indifferent to the deep currents of social Changes, nor can it even be 
wholly deaf to the rumblings of popular discontent. 

Undoubtedly the Court has done much to preserve the Federal Government 
from attempts of the States to invade the Federal sphere of power, but it has 
been largely ineffective in defending the States from the encroachments of the 
Federal Government. The proof of what I say, which may seem to many of 
you heretical, is the fact that while Congress, from the beginning, has passed 
thousands of laws for which it had no perceptible grant of power, the Supreme 
Court has only invalidated about 50 Federal statutes in all its history. 

Recurring again to the constitutional celebration of 1887, at a dinner given 
by the learned societies of Philadelphia to the distinguished guests of the city, 
a more pointed speech was made by Charles Francis Adams, of Massachusetts. 
He, alone, pointedly warned those assembled that the centripetal influences of a 
mechanical civilization were fast destroying the constitutional equilibrium of 
our dual Government, and he added: 

“From the very beginning there have been two views of the Constitution— 
the liberal view and the strict view. In the first Cabinet of Washington, Hamil 
ton represented one side of the great debate, which has gone on froin that day 
to this, and Jefferson the other. Both parties to this debate have, I submit, been 
for a part of the time right; both have been for a part of the time wrong. The 
unexpected occurred—steam and electricity have in these days converted each 
thoughtful Hamiltonian into a believer in the construction theories of Jefferson ; 
while, nonetheless, events have at the same time conclusively shown that in 
his own day Jefferson was wrong and Hamilton was right. * * * It is from the 
other side of the circle that danger is now to be anticipated; everything today 
centralizes itself; gravitation is the law. The centripetal force, unaided by 
government, working only through scientific sinews and nerves of steel and steam 
and lightning—-this centripetal force is daily overcoming al! centrifugal action. 
The ultimate result can by thoughtful men no longer be ignored. Jefferson is 
right, and Hamilton is wrong. 

As we look back upon that celebration in a cloudy vista of 47 years, it is clear 
that only Charles Francis Adams showed any clear foresight as to the future. 
This is not said by way of reflection, for the greatest political thinker of the 
nineteenth century, Prince Bismarck, once said that the wisest statesman could 
not see 5 years in advance, and on another occasion he said that no statesman 
can ever tell what cards fate holds in its hands. 

This is strikingly shown by the celebration to which I am referring. Its 
undiscriminating optimism showed no appreciation of the fact that the Consti- 
tution in 1887 was about to enter into a phase of development which would convert 
within a half century our federation of States into a unitary socialistic State. 

The ancient boundaries of power were soon to be obliterated and the basic 
ideals of the framers of the Constitution were, less than a half century later, to 
be flouted as obsolete. In its practical operations government is more concerned 
with trade and industry than with any other phase of life, and it is noteworthy 
that when the centennial celebration took place in 1887, Congress for a century 
had never attempted to exercise affirmatively any power over interstate com- 
merce by regulating statutes. The operations of the commerce clause were 
restrictive upon State legislation and purely negative. 

The number of cases which arose under the commerce clause up to 1860 were 
only 20. Thirty years later there were 148, and since then the number has 
been so multiplied that most constitutional cases today arise either under the 
commerce clause or under the fifth or fourteenth amendments. 

The beginning of the new era was the creation of the Interstate Commerce 
Commission on February 4, 1887. There were not wanting those who clearly 
foresaw the bureaucratic Frankenstein that Congress was about to create. For 
example Senator Morgan, of Alabama, said: 

“IT admit all that has been said about the wrongs and injustice that people have 
suffered through the overbearing insolence and oppression of the railroad com- 
panies. Their greed is destructive to the people and the governments from 
whom they derive their powers; but in finding a remedy for this evil I neither 
wish to find for the people a new master, remote from them and their influence, 
in the Congress of the United States, nor to place in the hands of that master 
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a power over their trade and traflic more dangerous than the power of the 
railroad companies.” 

A few years after the creation of the Interstate Commerce Commission came 
the Department of Agriculture, and 3 years later came the passage of the Sherman 
antitrust law, and these three laws were only the prelude to a continuing policy 
of bureaucratic regulation under which the Federal Government assumed contre! 
over the farm and factory and even the life of the individual. 

The mighty changes in our constitutional system which have taken place in 
the last half century have been effected principally in three ways. 

The tirst has been the perversion of Federal powers to destroy the reserved 
rights of the States. This has been largely accomplished through the taxing 
power and the power over commerce 

The second and more destructive method has been the abuse of the power of 
appropriation, and this has proved the most vulnerable tendon of our Achilles, 

From the beginning the Government, the Congress, from time to time, made 
appropriations for purposes that were not within the Federal field of power, but 
in most instances they were justified as purely philanthropic and humanitarian 
gifts. In the last half century our Federal bureaucracy has grown by leaps and 
bounds because Congress has realized that in appropriating money for non 
Federal purposes they could assume an incidental right to supervise the uses of 
the money, and thus the Federal Government immensely expanded its opera 
tions. For example, the Department of Agriculture can have no constitutional 
justification except insofar as interstate or foreign conveyance of agricultural 
commodities are concerned, but this stupendous Department, which now spends 
far more money each year than the whole Federal Government spent in 1LSS7, 
supervises the conditions of the farm and the methods of production to such 
an extent that even the intimate personal life of the farmer is sought to be 
influenced by its Bureau of Home Economics. 

In recent years a third and more alarming doctrine has been introduced as a 
justification for Federal usurpation, and that is the doctrine of emergency. It 
was long ago said by Justice Field, in his dissenting opinion in the Legal Tender 
cases : 

“What was in 1862 called the ‘medicine of the Constitution’ has now become 
its daily bread. So it always happens that whenever a wrong principle of con- 
duct, political or personal, is adopted on the plea of necessity, it will be after- 
wards followed on a plea of convenience. * * * From the decision of the 
Court I see only evil likely to follow.” 

What he said seems especially applicable to the present doctrine of emergency. 
This doctrine was once characterized by the Supreme Court in the case of Ex 
parte Milligan as easily the most pernicious of constitutional heresies, but it now 
threatens to be so firmly embedded in our form of government that unless this 
Nation returns to the beaten tracks of the fathers, which at the moment seems 
improbable, it is within the power of the President, not merely to declare an 
emergency, but to create one, and having done so, to overturn our form of gov- 
ernment by claiming for the Federal Government all power deemed by the 
President to be essential to end the emergency, This is not a prophecy; it is a 
present fact. 

It may yet prove to be the beginning of the end of our form of constitutional 
government, and this has come within 47 years after the American people in 
1887 celebrated the adoption of the great compact with such generous acclaim 
and unbounded optimism, and largely in the space of a short 12 months. If so, 
we no longer have exccpt in form a written Constitution, and we now realize 
the pointed warning that Chief Justice Fuller gave in his great dissenting 
opinion in the Lottery case, “It is with governments as with religions, the form 
often survives the substance of the faith.” 

What now is beginning to concern the thoughtful American is the future of 
that Constitution. Freely conceding that it never was and never could be rigid 
and inelastic, is it to grow in wisdom or perish in folly? Are we today rising to 
greater heights of constitutionalism, or are we descending into the Avernus of 
destruction from which escape to the upper air is so difficult? 

We are passing through an economic crisis of exceptional gravity. It is not 
the worst economic crisis that our Republic has experienced. Indeed, the eco- 
nomic crisis which prevailed at the time the Constitution was formulated was 
far graver than the present one, for at that time the credit of the American 
Commonwealth had fallen so low that men derisively papered their houses with 
the worthless continental currency, and the bonds of the infant Republic sold at 
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4 cents on the dollar And yet these nation builders formulated the most con 
servative form of government in the world, 

It is not the gravity of the crisis which should give us concern as to the future 
of the C onstitution but rather the eae spirit of too many Americans, 

The Constitution was based upon an individualistic state of society, and it has 
required considerable adaptation to make it work for what is now a collectivistic 
state ro this I assign the fa t, which seems to me indubitable, that the Consti- 


tution for the last 50 years has been in process of slow demolition. Here an 
arch has fallen, there a pillar, and now it is the foundations themselves that are 
fast sinking, and if the present process of destruction proceeds, it is not unlikely 
that within the life of the present generation the whole structure will fall into 
cureless ruin 

What is more significant is that the process of demolition is proceeding with 


accelerating speed \t first it was so sporadic and insidious that it s hari 
noticed. A decade might elapse before another arch would fall, but us we view 
the momentous changes in the Constitution in the last 12 months, due to practical 


administration, judicial interpretation, and abdication by Congress of its powers 
and duties, the thoughtful man is beginning to appreciate that our form of 
overnment is not unlike the present ruins of the Coliseum, and the best that 
one can hope is that “while stands the Coliseum’’—the Constitution—even in its 
ruins, Rome—by which I mean the Union—will stand. 

It is roof of Washington’s extraordinary sagacity that in his Farewell 
Address he predicted that our form of governminent would not be overthrown 
from without but “undermined” from within; and if we divest our minds of illu- 
sions and face grim realities it can hardly be questioned that the Constitution 


man if its basic features has been “undermined.” The warning of Charles 


Francis Ada has been fully justified by events 


I have no doubt that if the Constitution were submitted tomorrow to the Amer- 
ican people for readoption or rejection that the American people, by an over 


] 
€ 


whelmir majority, would readopt it. But this would not be because of any 
cnowledge of its text or its fundamental philosophy, but only because of respect 
or a historic land k and a subconscious belief in the average man that it is 
the Ce itution that in some way holds together a people who inhabit a vast 
continent and number over 120,000,000, To them the Constitution is the organic 
xpression of the Union. The Union means the unity of the American people; 
ind the Union, it being the oldest name of the American Commonwealth, is very 
dea , Americans. They realize that the Constitution means a political and 
economi ty for one of the most powerful races that the world has ever known 
and that as such it confers upon him as an American citizen a powerful prestige 
ind immeasurable benefits, such as no other nation at the present time can afford 


While, therefore, the Constitution would be readopted by an overwhelming 
te as an entirety, and to a certain extent as an abstraction, yet this is not 
inconsistent with the fact that when the Constitution is attacked in detail by 
asures which are foreign to its nature and destructive of its purposes, the 





American people can only see the ponderables of the question and are quite 
satisfied that the Constitution in detail should be “undermined,” to use Wash- 
neton’s phrase, if it means an immediate advantage to the people. 


Washington was so concerned as to the possibility of this spirit of pragmatism 


he predicted, in a letter written to his friend and comrade in arms, Lafayette, 


short] fter the formation of the Constitution, that it would last—‘“So long as 
here shall remain any virtue in the body of the people.” 
He then continued: 


“YT would not be misunderstood, my dear Marquis, to speak of consequences, 
Which may be produced in the revolution of ages by corruption of morals, 
profligacy of manners, or listlessness in the preservation of the natural and 
nali ble rights of mankind, nor of the successful usurpations that may be 


established at such an unpropitious juncture upon the ruins of liberty, however 
reas ntly guarded and secured, as these are contingencies against which no 
human prudence « an effectually provide.’ 

Notwithstane ding his eloquent reference to the rising sun, Frafklin had the 
sume gripping fear when he urged the members of the Convention to sign the 
Constitution Pia, said : 

‘There is no form of government but what may be a blessing to the people if 
well administered, and I believe, further, that this Constitution is likely to be 
well administered for a course of years, and can only end in despotism, as other 
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forms have done before it, when the people shall become so corrupted as to need 
despotic government, being incapable of any othe: 

I draw your especial attention to the words of Washington, alrea ly quoted 
when he warned that the destruction of the Constitution would result from si 
lessness in the preservation of the natural and inalienable rights of mankind 
for he was there distinguishing between the ponderables of the problem, in whoss 
pragmatic advantages the people chiefly feel concerned, and those great in 
ponderables of liberty which are not for one age, but for all time, and without 
which no nation can be truly free, whatever its nominal form of government is 
He emphasized this in his poignantly pathetic Farewell Address when he said 

“Toward the preservation of your Government and the permanency of your 
present happy state, it is requisite not only that you steadily discountenance 
irregular oppositions to its acknowledged authority, but also that you resist with 
care the spirit of innovation upon its principles, however specious the pretexts 
One method of assault may be to effect, in the forms of the Constitution, alter 
tion which will impair the energy of the system, and thus to undermine what 
cannot be directly overthrown.’ 


Washington and Franklin were only thus expressing the opinions of all the 
master builders of 17S7—that no coustitution is self-executing and none can pre 
serve itself no matter what its governmental machinery may b They recog 


nized better than we do that in the last analysis the preservation of the Con 
stitution would depend upon the will of the American people, and that it was 
futile to expect that the people would defend what they had created unless the 
average citizen was inspired by what Grote will called “constitutional morality, 
which means a knowledge of the Constitution, a loyal acceptance of its spirit 
and a militant purpose to defend it from destruction. If this be wanting, and 
there has been little evidence in recent months that the American people have 
this spirit of constitutional morality, then the preservation of the Constitution 
is an impossible task, for slowly its basic principles will yield to the spirit of 
opportunism, 

The American people once had this spirit of constitutional morality in a very 
high degree. It was this spirit that led them to fight for seven weary y¢« 
to vindicate a principle of taxation, although the nature of the tax was only a 
“tupenny” duty ona pound of tea. To them the amount of the tax or its economic 
effect was unimportant. It was the great imponderable as to whether the taxing 
power could be exercised by a Parliament 3,000 miles away and in which the 
American people had no representation. The sufferings of Valley Forge wert 
endured for a sacred principle. When the Constitution was submitted to the 
people, it was debated throughout the Union at every crossroads and in every 
farmhouse ; and the questions that were discussed were not the pragmatic advan 
tages of the proposed new form of government, but rather the question whether 
the liberties of the individual were adequately protected 

I have recently had occasion to read William Wirt’s Life of Patrick Henry 
and I read such portions of Henry’s argument against the Constitution as were 
made in the Virginia Convention, and I was immensely impressed, not only 
with the force of his eloquence but with his vision as to what would be evolved 
by construction from the naked text of the Constitution. 

While the American people accepted the Constitution with great hesitatio 
yet, when its advantages became manifest in the rise of a new nation it 
firmament of history, the people began to believe passionately in the Const 
tion: and from 1789 to 1861 the debates on constitutional questions were the 
greatest that ever took place in America, and were equal to the greatest debat 
that ever took place on a form of government in the annals of history. 

Here again in these debates the pragmatic advantages of any proposed legisla 
tion were wholly subordinated to the question whether a proposed measure wa 
within the grant of power, and while there speedily developed the two school 
of thought as to the construction of the document, one advocating strictness and 
the other liberality, yet both believed in their Constitution, and without respect 
to economic advantages, they fought for the underlying principles of government 
that seemed to them at stake. When James Monroe attacked the constitutional 
ity of internal improvements he was not thinking whether Virginia would get 
road at the expense of the Federal Treasury, but whether the Constitution had 
granted any such power of appropriation 

It was the tenaciousness adherence to the Constitution which led in the early 
days of the Republic to the great crisis, which nearly disrupted the Union. The 
greatest debate in our history, and I am inclined to think in the annals of the 
English-speaking race, was the debate a century ago on Senator Foote’s resolu 
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tion, innocent in itself, but which developed the whole question as to what the 
rights of the States were if the Federal Government deliberately and indubitably 
usurped a power that was not granted to it. If Webster’s reply to Hayne was 
the greatest forensic effort in our history, the speech of Hayne, of South Carolina, 
was not unworthy of the reply, for these were only two of the gladiators, for 
there were many arguments of remarkable power and eloquence made a century 
ago on both sides of the question, which are only now forgotten because they were 
overshadowed by Webster’s masterful effort. 

After the Civil War an entirely new spirit came to the American people. It 
was as though our written Constitution had become an unwritten one. ‘Thence- 
forth, except on rare occasions, there was little more than lip service paid to 
the Constitution, although in that Civil War hundreds of thousands had died to 
preserve it. Acts that were flagrantly unconstitutional were passed on the theory 
that Congress had no responsibility, as the final decision rested with the Supreme 
Court. This quite ignored the fact that the question might never arise in the 
Supreme Court and that if it did the Supreme Court, necessarily influenced in 
a democracy by the will of the people, would hesitate a long time before disre- 
garding the fiat of Congress. In this spirit the boundaries of Federal power 
were pushed forward with amazing speed and those of the States correspond- 
ingly contracted. Undoubtedly this was due in large part to the imjact of a 
mechanical civilization and it may have been inevitable, but it put upon the 
Supreme Court the impossible strain, when a case did arise, of trying to recon- 
cile the will of Congress, which no longer takes into account its limited powers 
under the Constitution, with the provisions of that document. 

With a subtlety worthy of medieval scholasticism and reminding me, as I re- 
cently had occasion to say in this House, of Swift’s Tale of a Tub, the Court pro- 
ceeded to reconcile the acts of Congress with an extraordinarily latitudinarian 
interpretation of the Constitution. 

rhe probable passage of the legislation now proposed and under discussion 
shows how insidiously our Constitution can be changed and its basic principles 
overthrown. 

The Constitution was formed under the traditions of the English revolution 
of 1689. That meant the supremacy of the people in Parliament, and it was 
fundamental in that theory of government that the executive should never have 
a power to impose a tax, but that such levies upon the wealth of the people 
should only be authorized by the composite judgment of their representatives in 
Parliament. In defense of that principle Hampden risked his life, Charles the 
First lost his head, and James the Second his crown. For that principle our 
forebears in England had struggled from the dawn of constitutional liberty and 
they had maintained from the times of the Plantagenet kings to the present day 
that any tax measure must originate in the will of the people. 

Therefore, our Constitution provided that the House of Representatives should 
originate all tax bills and that Congress alone should impose tax’s. No more 
sacred duty was imposed upon it, for it was never intended that any levy should 
be made upon the American people unless by the consent of their Representatives 
in Congres Congress has already surrendered its taxing power for, in the 
present emergency statute, the Secretary of Agriculture was given absolute power 
to impose taxes upon the processors of agricultural commodities in his ciscre- 
tion. And what is worse, it gave him the power to turn over the proceeds of 
the levy to one class in the community. 

To this end the Secretary can even impose a tariff duty upon imports when- 
ever he thinks it necessary to protect the processors, whose cost of produc- 
tion is necessarily raised by the processing tax. You will thus see that the com- 
plete power of taxation in the manner indicated has been vested in the head of 
a department to do whatever he pleases. Now it is proposed to vest in the Presi- 
dent the power of taxation on imports. Thus we have a perversion not merely 
of the Constitution but of a basic principle of Anglo-Saxon liberty, for which the 
American people and their forebears have fought for over 500 years, and which 
they thought they had written into the Constitution in a manner that could not 
be defeated. 

I could give many other examples of this slow undermining of our Govern- 
ment, either by laws upon which the Supreme Court never has occasion to pass, 
or by laws which, when passed, are sustained by the Supreme Court in defer- 
ence to the will of Congress. 

Possibly my pessimism is due to my advancing years, for the shadows of life are 
fast lengthening with me and I cannot hope to see the future development of the 
Constitution, as I have witnessed it in the last half century. 































| 
| 
' 













TRADE AGREEMENTS EXTENSION ACT OF 1953 493 


We are fundamentally a democracy and while a constitution can retard the 
spirit of innovation, it can never wholly defeat it. It can be a rudder or a chart, 
but never an anchor. 

Today many Americans seemingly favor a central government of unlimited 
powers. Whether such a government would insure the perpetuity of the Union 
is a serious question. The founders of the Republic believed that no central gov- 
ernment of unlimited powers could be successful, and in this they were fully justi- 
fied by the consistent experience of history. A unitary and homogeneous state, 
like England or France, may be able to distribute the blessing of government 
without creating sectional or Class antagonism, but if the federated British Com- 
monwealth of Nations were to make such an attempt as that of the processing 
tax, and the wealth of Canada were drained to support the farmers of Australia, 
the Empire would dissolve overnight. The fear of a like fate dominated the 
thoughts of the great Convention of 1787. They recognized that there was an 
inevitable conflict of economic interests between the different sections of America, 
and that the only way to prevent a dissolution of the Union by reason of such 
conflict was to confine the Federal Government to a very limited sphere of power. 

Even as so limited, our Nation was twice brought to the verge of destruction 
by a Clash of economic interests, and it has only been preserved by the wedding 
influences of steam and electricity and general and ever-increasing prosperity. 

‘Today, however, the Federal Government, asserting unlimited power and con- 
centrating it in the President, is attempting to redistribute property to draining 
the wealth of the industrial States for the benefit of the agricultural States. The 
present depression may make the industrial States conscious of this continuous 
drain on their resources, and the ever-Smoldering fire of sectionalism may again 
break out into a destructive blaze. Should the Union disintegrate, some future 
Gibbon will say that its downfall began when the Nation disregarded the wise 
limitations of the Constitution on Federal power, and began to assert the un- 
limited power of a unitary state. 

I am loath to end my speech upon so pesimistiec a note. Who can say what 
is in the womb of the future? In this hour of acute anxiety we can well recall the 
noble words of Franklin, uttered when the great crisis of the Convention arose 
and when its success seemed impossible. He said: 

“T have lived, sir, a long time, and the longer I live the more convincing 
proofs I see of this truth: That God governs in the affairs of men. And if a 
sparrow cannot fall to the ground without His notice, it is probably that an 
empire can rise without His aid? We have been assured, sir, in the sacred 
writings, that ‘Except the Lord build the house, they labor in vain that build it.’ 
I firmly believe this, and I also believe that without His concurring aid we shall 
succeed in this political building no better than the builders of Babel. We shall 
be divided by our little partial local interests, our projects will be confounded, 
and we ourselves shall become a reproach and a byword down to future ages. 
And what is worse, mankind may hereafter from this unfortunate instance 
despair of establishing governments by human wisdom and leave it to chance, 
war, and conquest.” 

Will this be the fate of America? I am by no means hopeless. All human 
progress in government is marked by alternate periods of integration and dis- 
integration. When the integration proceeds too far, the pendulum swings 
back and reaches the other extreme of disintegration only to swing back when 
the distribution of power has gone too far. 

Moreover, there is one great fact of which the proponents of the New Deal 
are seemingly ignorant. It is the native individualism of the American. The 
old pioneer spirit has not wholly lost its force, even in a mechanical civilization. 

The fate of the eighteenth amendment clearly proved that, and I today see 
signs of a distinct reaction in the hearts of the people against this attempt to 
make one man, even though he be President, the master of the destinies of the 
American people. 

No one man, whoever he may be, is fit to play such a role. Dictators have 
never long lasted. In a homogeneous nation a dictatorship may last for a time, 
for the problem is not so complex as with a heterogeneous nation of conflicting 
interests. The present dictators in Italy may last as long as Mussolini lives, for 
he is a man of extraordinary ability and may rank high in history as one of 
the greatest sons of Italy—that fertile mother of great men—but when Mussolini 
dies, what will then happen in the struggle to seize the scepter that will then 
fall from his hands. As for the dictatorship in Germany, it is doomed to failure 
long before Hitler shall live his allotted span of life, for that narrow fanatic 
is not a Mussolini. 
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Where, however, a people is heterogenous and occupies, as our Nation: does, 
a vast territorial domain ranging from the sub-Arctics to the Tropics, and with 
all the conflicting economic interests that differences in climate necessarily 
bring about, then a dictator cannot long last, for he cannot so dispense govern- 
mental favors as to placate all sections, classes, and interests. 

Moreover, the old love of liberty is not dead in America. It may for a 
moment be moribund because of the prostrating effect upon the human spirit 
of a prolonged depression but sooner or later—and I believe at no distant day 
the American people will turn back to the beaten paths of the fathers and will 
again be aminated by the spirit of liberty, which influenced Washington and 
Franklin, Hamilton, and Jefferson. 

The American Constitution did not believe in one-man power, and for a very 
obvious reason that is inherent in human nature. A President, whoever he may 
be, cannot wholly arise above the conditions of his birth and of his environment. 
He carries with him into his high office all the influence of his early sur 
rounaiigs. it was for this reason that the framers of the Constitution refused 
to concentrate power in one man. It vested all legislative power in a Congress, 
which would represent the composite will of the entire people, and they never 
intended that the representatives of the people should abdicate their responsible 
office and transfer the legislative power to the President. Undoubtedly Congress, 
ike all parliamentary institutions, is by reason of its being thus representative 
of the whole people, often inefficient, for all legislation must thereby be a matter 
of slow compromise, but if we must choose between the security of liberty and 
the supposed efficiency of one-man power, the genius of our institutions prefers 
the former. 

I remember a passage from Victor Hugo’s masterpiece where, in a political club, 
an orator in glowing terms described the genius of Napoleon, but when he ended 
his eloquent tribute to the achievement of one of the greatest of the children 
of men by asking what could be better, a fellow member answered him in three 
words. They were “To be free.” 

The American people are not yet so demoralized that they prefer so-called 
efficiency to their liberty. Unless I gravely mistake the present state of the 
public mind, they are already in revolt against the great betrayal of our form 
of government which we have witnessed in the last 12 months. 

“The shallows murmur, but the deep is dumb.” 

The little ceterie of socialistic visionaries, called the brain trust, and who 
apparently influence the President, are the shallows which are now very vocal. 
But the American people represent the unfathonable deep, which though: silent 
at the moment will yet become articulate. They are already becoming so, 
and I venture now to predict that when the American people again go to the 
polls to select a President they will, by an overwhelming majority, composed 
of the good men of all parties, sweep away this attempt to vest the mighty 
power of the American people in one man. If I did not think this, I would 
despair of the Republic. [Applause. ] 

Mr. Coorrr. On the question of the constitutionality of the Trade 
Agreements Act, have you ever complimented me by reading the 
speech that I made in the House on the legal phases of the Trade 
Agreements Act? 

Mr. Lercu. I would love to read it. TI have not read it, Tam frank 
to admit. 

Mr. Coorrr. I spoke at some length on the legal phases of the trade 
agreements program back in the beginning, and to my satisfaction, at 
least, I tried to cover the legal points involved. 

Mr. Lercu. Could I have a reference? I will look it up. 

Mr. Coorer. I do not have it here offhand. I do not remember now. 
It is in the record. 

Mr. Mason. What year, Jere? 

Mr. Coorrer. I do not recall that. I think it was the first act. 

The CrHarrMan. It must have been 1934 or 1935. 

Mr. Mason will inquire. 
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Mr. Mason. You are a witness after my own heart because I agree 
with you. I have voted against the extension of the reciprocal trade 
agreements every time it has come up for the last 16 years because | 
have considered it unconstitutional for us to delegate to the President 
the powers that the Constitution has placed in our hands, and the re 
sponsibility. I want to ask you about this trade versus aid business 
‘Trade versus aid.” What does it mean? It means if we go in for 
this trade we sacrifice all these industries that have beer injured by 
these imports and we benefit a few of our industries like Ford and 
Genera! Motors. ‘That is what trade means. What does aid mean ? 
Aid means that all the taxpayers of America shall be assessed to hand 
out this aid which we have been doing. Which is the better, to spread 
the load on all the taxpayers W ith aid or to put the whole load on these 
poor fellows who are bei sing pushed out of business and give some mort 
wenefit to the big fe llows ¢ My question answers itself, does it not? 
Chat is my attitude. 

Mr. Lercu. I was just going to say, to any intelligent man a state 
ment such as you have made should answer the thing. 

Mr. Mason. That is all, Mr. Chairman. 

The Cuarrman. Mr. Knox will inquire. 

Mr. Knox. Mr. Lerch, an early statement made by you today was to 
the fact that the present act should be extended for one more year. I 
have not been so informed that it will be. My opinion is that. this 
committee is holding hearings on the Simpson bill to gather factual 
information as to what they will recommend to Congress. Unless the 
committee has made some commitment. that I do not know of, this 
is the first time that I have heard that the present act would be ex 
tended for 1 year, disregarding what factual information we shall 
receive under these hearings. Why did you make that statement or 
where did you get the information ? 

Mr. Lercu. | think if we could refer back to that you would find 
that I said that it was my information, my impression, that it would 
be extended for 1 year and that bei ‘ing my thought, let us give him a 
good one rather than the act of 1951 per se. It was my opinion, in 
asmuch as the President has asked for but one more year’s extension 
and the proposal of the committee bill, the Simpson bill, being for 
year, that that would be the time. 

Mr. Knox. I do not wish to disagree with the President. However, 
I do feel that the Congress of the United States has a duty and an 
obligation to perform, and that is to gather the factual information 
so that they may approach the question with all of the information 
that is necessary to legislation in the best interests of the people. 1 
am wondering 1f the President has had an oportunity to hear all of 
the testimony that has been given up to date and will be given from 
here on in until this committee decides that it is going to dispense with 
further hearings on the measure. 

Mr. Lercu. May I answer that? 

Mr. Knox. Yes. 

Lercu. My request and my hope is that you will do that, and 
when you find all these facts you will forget all about this bill and let 
it expire. That would please my clients and me very greatly. 

Pe Knox. That is all. 


The CuarrMan. Are there further questions ? 
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We thank you very much for your contribution, Mr. Lerch. 
The next witness is Mr. Marx Lewis, general secretary-treasurer, 
United Hatters, Cap and Millinery Workers International Union, New 
York, N. Y. 
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UNITED HATTERS, CAP, AND MILLINERY WORKERS INTERNA- 
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Mr. Lewis. Mr. Chairman and members of the committee, my name 
is Marx Lewis. I am the general secretary-treasurer of the United 
Hatters, Cap and Millinery “Workers International Union, an affiliate 
of the American Federation of Labor. Our international union rep- 
resents approximately 40,000 workers employed in the men’s hat, cap, 
and millinery industry. 

In common with organized labor, as represented by the American 
Federation of Labor, we are in favor of an extension of the reciprocal 
trade treaties and a policy which encourages trade between the nations 
of the world. We believe, however, that it is not necessary, in the fur- 
therance of this policy, to destroy industries that are so situated as to 
be unable to ebsorb unlimited imports, particularly when such de- 
struction woul | not be accompanied by any corresponding or tangible | 
benefits to foreign producers. We are convinced that our industry 
constitutes an example of how unlimited imports can be destructive 
without achieving any of the benefits which it is the purpose of the 
reciprocal trade treaties to confer. 

Unlike many other industries, ours has been operating for many 
years under a severe economic handicap. While the population of the 
country increased 1%, times between 1910 and 1950, and total produc- 
tion increased about 3 times as much during that time, our industry has 
failed to benefit from this expansion. Not only has it failed to keep 
pace with the growth of the country’s population, but it has fallen far 
behind the population growth. 

In this connection, the production figures we have available for the 
past quarter of a century are particul: arly illuminating. In 1927, our 
industry produced 1,959,804 dozen fur felt hats. In 1951, it produced 
1,213,440 dozen. The number of productive workers employed in that 
branch of our industry dropped from over 24,000 to about 18,000. 

While the country grew, our production declined. 

The argument frequently advanced by advocates of unlimited im- 

ports that if an industry cannot survive foreign competition it is 
because it is inefficient and isebafore ought to die has no application 
to our case. Our industry has demonstrated the same capacity for 
increased productivity through the utilization of machinery as others. 
But we are affected by the hatlessness fad which has sharply dimin- 
ished the market for our product. It is true that this is a situation 
peculiar to our industry, and it may not justify any general conclu- 
sions. On the other hand, there are other smail industries with per- 
haps different problems that also are in no position to stand unlimited 
imports. 

It was while we were confronted with this situation, which was 
growing progressively worse, that the general agreement on tariffs 
and trade was reached at Geneva. It became effective on January 1, 
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1948, and it contained a number of tariff concessions granted by the 
United States. The rates on several value brackets were changed. 
On most of them straight ad valorem rates were substituted for the 
compound rates. These ad valorem rates in the general agreement 
on the brackets covering the bulk of the imports were from one-fifth 
to one-third lower than the rates in the corresponding brackets unde 
the Tariff Act of 1930, 

Che imports of the fur-felt hats and hat bodies in these brackets 
began to mount after these concessions were oranted. Whereas im 
ports throughout the 1980's and in the immediate postwar years were 
equivalent to less than 5 percent of production, they were equivalent 
to .2 hy recent of production in 1948, the first year following the redue 


tion in duty, to 21.4 percent in 1949, and 30.5 percent in the first 6 
nae i950. 
Our factories began to close down. Those that remained in opet 


ation worked only 1 or 2 days a week. In several cities, where hatting 
is an important industry, such as Danbury, Conn.; South Norwalk, 
Conn.; Amesbury, Mass.; and Reading, Pa., the communities began 
to feel the effects of this condition. Had it continued indefinitely, 
several of them would have become ghost. towns. 

We were concerned with the effect this was ha\ ing on the industry 
and on the communities, but the consequences to the workers whom we 
represented were naturally our first concern. While living costs were 
rising, and our members would normally have been entitled to wage 
adjustments to prevent a deterioration of their living standards, we 
could not get such wage increases without increasing the gap between 
the domestic manufacturer’s selling price and the price charged by 
the porelgn manufacturer. 

That gap, to the extent that it was caused by a difference between 
the wages of American and European workers, could not be bridged 
even by drastic wage cuts, assuming that our workers were in a position 
to stand such cuts. ‘The two principal exporters of these products to 
our country were Italy and Czechoslovakia. Between them they ex- 
ported 95 percent of all of these products that came into the United 
States while the tariff concessions were in effect. 

In the case of Italy, wages and working conditions are among the 
lowest of any of the democratic countries of Europe. The purchasing 
power of hourly earnings of industrial workers in Italy in terms of 
food, as of March 1949, was only 24 percent of that of American 
workers. At the exchange rates then prevailing, the hourly earnings 
of industrial workers in Italy were only one-fifth of those of American 
workers. 

Insofar as Italy is concerned, we recognized that whatever sacrifices 
we were called upon to make were to some extent justifiable since we 
had a vital interest in the restoration and rehabilitation of her econ- 
omy. But Italy benefited little from the exports of these products. 
They were being shipped to a market which at best could not be a 
profitable one, and where, in addition, they had to compete with the 
products of Czechoslovakia. 

The Czechoslovakian hat industry competed at that time with that 
of the United States under even more unequal conditions than did the 
Italian hat industry. Here we were dealing with an Iron Curtain 
country in which labor had ceased to be free, and where real w ages 
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shrunk to an incredibly low level. In December 1948 Czecho- 
lovakian workers’ earnings had a purchasing power of only 14 percent 
of that of industrial workers in the United States. They were lower 
than in 18 countries, Soviet Russia included, which were surveyed at 
that time. 

If that was not more than the American workers could hope to 
compete with, there was the additional fact that the hat industry, 

long with all other industries, was taken over by the Government 
when the Czechoslovakian workers were enslaved. The industry be- 
came a Government monopoly, and the Government was free to manip- 
ilate prices according to its heart’s desire. Being subsidized by the 
(jovernment, the Czechoslovakian hat industry did not have to com- 
pute costs at all. The United States manufacturers, already hard hit 
by adverse economic factors, had to compete with the Czechoslovakian 
(jovernment and all the money it could pour into the industry. Every 
time the American producers reduced prices in the hope of keeping 
their plants going, at whatever sacrifice to profits, they would be un- 
dercut by the Czechoslovakian hat industry. 

At the moment, we are in no danger from this source. But it is not 
unlikely that in the present international situation there may be a 

trong temptation in some quarters to resume trade with the Iron 
Curtain countries. In any event, it is a contingency which we should 
take into account. 

Our industry, as represented by the Hat Institute, Inc., and our 
international union, presented these facts to the United States Tariff 
ors mmission early in 1950, and requested an investigation to determine 

ether these products were being imported in such quantities and 
un Ger such conditions as to cause or threaten to cause serious Injury 
tothe domestic producers. 

Che Commission made an exhaustive investigation in which it found 
that our complaint was well founded. It reported its findings to the 
P resident with appropriate recommendations for the withdrawal of 
the concessions and the President, in a proclamation of October 30, 
1950, terminated that part of a concession found to be the cause of 
he injury. The Commission, we are happy to say, acted with despatch 
and acted efficiently. 

Subsequently, the Czechoslovakian Government at an International 
Trade Conference filed charges against our Government for with- 
drawing these concessions. A committee appointed to investigate the 
charges sustained the right of our Government to take the position it 
did, but it did suggest that measures be taken by our Government to 
review periodically the economic condition of the industry to deter- 
mine whether the relief which was granted should be withdrawn. 
That is the position in which we find ourselves now. 

It has been argued that the advantage American industries enjoy by 
reason of their mechanization and high productivity is sufficient to 
overcome any benefit that foreign producers may have by virtue of 
their lower wage scales. 

That is undoubtedly true as to the mass-production industries. It 
s not true of our industry, and probably not true of many other small 
industries for whose product there is not a mass market. In our case 
the machinery we use is equally available to foreign manufacturers. 

I have indicated earlier that even if what little protection we have 
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against foreign products was completely withdrawn, and the Ameri- 
can hat industry destroyed, the objectives sought by the proponents 
of a more liberal trade policy would not thereby be promoted. Prac- 
tically all of our raw materials are imported. They come, to a con- 
siderable extent, from European countries. During the last 10 years 
there has been an average volume of imports of nearly $34 million 
annually. Any substantial increase in imports of the finished prod 
uct would inevitably result in a corresponding decrease of these raw 
material imports. 

That is why we believe that instead of an indiscriminate reduc- 
tion of all trade barriers, there ought to be a careful selection to de- 
termine what industries can absorb foreign imports; how much of 
such imports they can absorb; what the effect of such imports would 
be, not on the economy as a whole, but on particular industries. We 
must give particular study to this question, inasmuch as in so many 
cases the economy abroad will not be substantially aided by indis- 
criminate lifting of tariff barriers in this country. We are not ask- 
ing too much when we urge that industries must not be wiped out, 
as would be true in our case. 

I know that those who are clamoring for the lifting of all trade 
barriers have proposed a solution for workers who would be displaced 
as a result of high imports. They would, they say, retrain workers 
to make them available for employment in other industries. Ours 
is an old industry. Many of the workers employed in it have gotten 
beyond the age when they can readily be retrained for other jobs. 
Many of them reside in communities where there is no great diversity 
of industry, and their chance of finding employment in other indus- 
tries, even if they could be retrained, is slim. 

It has also been suggested that those workers who cannot be ab- 
sorbed in other industries be put on relief. This, it seems to us, is 
an atrocious suggestion. All it would mean is that the poverty and 
misery which “trade, not aid” is supposed to relieve abroad would 
be transferred to this country and to our own people. I doubt that 
the American people would favor such a solution. 

We do not believe that any of the benefits to be derived from a more 
liberal trade policy—benefits which I believe are greatly exagger- 
ated—justify this procedure or these dire consequences to our own 
workers. Where there is room for imports, or larger imports, with- 
out imposing grave danger to our own industries, we feel that it 
should be done. Each case, we feel, should be decided on its merits. 
Special regard should be given to the smaller industries, which are 
already the victims of special conditions which stifle their growth and 
impede their progress. 

It seems to us that the provisions of the so-called Simpson bill 
H. R. 4294—are responsible and fair. They do not prevent the adop- 
tion of liberal trade policies wherever it is found that such policies 
will not endanger domestic industries. They merely provide some 
of the safeguards which will make it a little more difficult to intro- 
duce sweeping changes in the course of which industries such as ours 
mav be wiped out. 

We believe that not only “serious” injury to the domestic industry 
affected, but also unemployment and injury to American workers 
should be factors to be taken into account. We see nothing dangerous 
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in making it mandatory on the President to follow the peril-point 
recommendations of the Tariff Commission, or in reducing from 1 
year to 6 months the time within which the Tariff Commission must 
make its report under the escape-clause procedure. It is true that 
the bill tightens up the procedure to be followed in making available 
the benefits of freer trade, but considering the stake that millions of 
workers have in what is done in this connection, I do not believe that 
the provisions are unfair or unreasonable, or will do anything more 
than provide some safeguards against the indiscriminate reduction 
of duties. 

The enactment of H. R. 4294 would give industries such as ours, 
and more particularly the workers in them, most of whom have given 
a lifetime to them and cannot readily turn elsewhere for a livelihood, 
some assurance that before anything is done to endanger their exist 
ence, adequate care and study will be given, and that once such study 
determines the need for protective measures, they will be adopted. 

The Cuarrman. Are there any questions 4 

Mr. Simpson will inquire. 

Mr. Simpson. Sir, I am impressed by your statement, and in par 
ticular your statement on page 5. If T understand vou, you utilize 
the provisions of the law to appeal to the Tariff Commission for 
relief, and at this time you have received this relief. 

Mr. Lewis. That is right. 

Mr. Simpson. That was your right as an American citizen, and it 
is the duty and obligation of your Government in accordance with 
the law to give that to you. As between you and your Government, 
you are reasonably satisfied, is that right ? 

Mr. Lewis. We feel that we have gotten relief after a great deal 
of damage had been done, and it is something in the nature of a re- 
prieve because there is a possibility—— 

Mr. Srmpson. You would have liked to have received it quicker 
and maybe a little bit more complete, but nevertheless through the 
process of our laws you did in this instance get some relief ? 

Mr. Lewis. That is right. 

Mr. Simpson. What happened immediately after that was that an 
other country away across the ocean went into a trade conference of 
some kind, and they filed a charge against your own Government, the 
United States of America ? 

Mr. Lewis. That is right. 

Mr. Simpson. In effect, saying that we had violated an agreement 
with Czechoslovakia. They appealed to that group of foreigners to 
take action against this country ¢ 

Mr. Lewis. That is right. 

Mr. Srwpson. Your native land where you have been operating a 
business and acting as a free American citizen, you and all your fellow 
workers. That illustrates the extent to which we have undertaken 
to tie our hands in these international agreements. 

Under the gap proposals, which happily we have not formally 
adopte dd, yet nevertheless they utilize the agencies under that organi- 
zation and are brazen enough to permit foreign countries to come in 
and make charges against us alleging that we here at home in the 
exercise of our own de ‘mocratic processes and under our own laws, have 
been unjust and cruel to the rest of the world, when what we are doing 
is simply protecting a time-honored business in this country of ours. 
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If anyone asked me why we should not stick our necks into these 
international organizations, there is the answer. We have been a suc- 
cessful nation. We have minded our own business. We have permitted 
businesses to build up here. I agree with what I know must be your 
COMES ITIOR, that once under our own laws our own Government 
ag rencies have made a cert: Lin finding and have given you relief, it 

ane | be final an d hot st ib} ect to reviews whie hy woul | ‘be conduc ted 
by this international group overseas. Surely we know how to run 
our own business. 

Mr. Lewis. What makes this situation all the more aggravating is 
that the complaint should have come fro m Czechoslovakia accusing us 
of violating the treaties, when they and theirs have violated their own. 

Mr. Srmpson. Of course they do not see the mote in their own eyes, 
They have devalued the money, they have state operations, subsidies, 
and throw their goods on the market in order to take the market re 
gardless of the price. Of course it is unfortunate and not right that 
that country should be permitted to make this charge against us. 

Mr. Lewis. Actually, we tried to conciliate them, to p ylacate them, 
by throwing the sop that we will periodically review this in order to 
satisfy them. 

Mr. Stmpson. Of course, we lean over backward to help them out. 

Thank you. 

The CHarrMan. Mr. Sadlak will inquire. 

Mr. Sapiak. 1 want to add the remark that actually the Czecho 
slovakian labor, and I think we all agree, is slave labor, turning out 
these articles and sending them in here to compete with our industry. 

Mr. Lewis, I note here that you are the general secretary-treasurer 
of the United Hatters, Cap, and Millinery Workers International 
Union. How do you distinguish between your organization of mil 
linery workers and the garment workers? Are you one a d the same 
operating under a different name, and are each of you affected 
similarly ¢ 

Mr. LEwIs. The garment workers, the laclies rarment workers, are 
represented, so far as their union is concerned, by the International 
Ladies Garment Workers Union. Then there are the men garment 
workers represented by the Amalgamated Clothing Workers of Amer 
ica which is a CIO union and the United Garment Workers of America 
which isan A. F. of L. union. 

We represent garments only to the extent that they are headware, 
hats—men’s hats and millinery. Weare a separate international union 
and have no connection with the no except through our affiliation 
with the American Federation of Labor. 

Mr. Sapiak. You of course do not propose to speak for the others 
you have mentioned, but do you know how they feel about this Re 
ciprocal Trade Agreements Act / 

Mr. Lewis. The other unions? 

Mr. Sapuak. Yes. 

Mr. Lewis. No, I have not. I do know that one of what we call the 
apparel trade, Tt are being very hard hit from the imports 
of straw from Italy. We have an embargo on Chinese straw, but Italy 
apparently is able to take in this Chinese straw to their country, and 
then they finish the product and send it to the United States. 

Some of our workers who are employed in factories that make straw 
bags—and they do that because they go from straw hats to straw 
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bags—are very badly hit. We had about five or six hundred people 
employed in that end of the industry in New York. I do not think 
they have over 1,000 now. 

Mr. Saviak. In other words, your plea here today is not so much 
for the men representing industry, the manufacturer, your plea here 
is for the worker who is so hard affected. 

Mr. Lewis. That is true. 

Mr. Sapiak. Thank you. 

The CuarMan. Any other questions ? 

We thank you for your testimony and the fine paper you presented 
here. 

Mr. Lewis. Thank you. 

The Carman. At this point, I have received a statement from the 
Honorable Wesley A. D’Ewart, Member of Congress from Montana, 
in support of the amendments to the Trade Agreements Act as pro- 
posed in H. R. 4294. Without objection, I shall have his statement 
submitted for the record at this time and have copies distributed to 
the members. 

if there is no objection, I will insert the statement at this point. 

Hearing no objection, I will have the statement appear in the 
record. 

(The material referred to follows :) 


STATEMENT OF Hon. Wes.LEY A. D’Ewart, Seconp District, MONTANA, REGARDING 
H. R. 4294, To Extend THE AUTHORITY OF THE PrESIDENT To ENTER INTO 
TRADE AGREEMENTS 


Gentlemen, I appear before you to support the amendments to the Trade 
Agreements Act proposed by Mr. Simpson in H. R. 4294. 

The operation of the reciprocal trade program in recent years has had a 
detinite detrimental effect upon the economy of Montana. Tariff concessions have 
been made that resulted in an increased volume of imports injurious to many 
of our agricultural producers and to our timber, coal, and mining industries. As 
a producer of raw materials, Montana is vitally concerned with cheap competi- 
tive imports 

The case of mustard seed, an important crop in Montana, will serve to illustrate 
my position. Farmers in several north Montana counties turned to the pro- 
duction of mustard seed during the thirties when wheat production was not 
profitable. They found that our soil and climate were particularly suited to 
the production of mustard seed. It rapidly became a principal crop and a main 
support of our farm economy—so much so that we produced almost 90 percent 
of the total United States production and enough to take care of the usual 
domestic requirements. I attach a chart showing the production of mustard 
seed in Montana beginning in 1930. The chart shows a steady increase in pro- 
duction up to 1941, then a slight decline but continued high-level production 
through 1947. Since 1948 the production has dropped off sharply. 

During the period 1930-3) we had in effect, under paragraph 781 of the Tariff 
Act of 1930, a duty of 2 cents per pound on mustard seed. This tariff was 
modified to 1%, cents per pound in the United Kingdom agreement effective 
January 1, 1939. It was further reduced, to 144 cents per pound in the Geneva 
agreement of 1948. It has now been reduced to seven-eights cents per pound 
in an agreement with Canada and Denmark, the principal exporting nations. 
The effect of the concessions has been reflected in a spectacular growth of 
imports, from 9,900,000 pounds in 1948 to 16,062,000 pounds in 1950 and 25,372,000 
pounds in 1951. Preliminary figure for last year showed imports coming in 
at a rate double that of 1951. 

Montana mustard-seed growers have not been able to market their crop 
profitably in the face of this competition. The decline in our Montana produc- 
tion, which is almost all of the domestic production, is a direct result of this 
trade policy. The fact has been recognized by the Department of Agriculture 
in a report in which it took note of the fact that there has been a “shift of 


mustard-seed acreage into the nearby provinces of Canada.” Our Montana 
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people south of the border cannot compete with the lower taxes, lower produc 
tion costs, and lower freight rates of their Canadian neighbors. In other words 
by reducing the duty to a negligible figure, the Government of the United States 
has said to the Canadian farmers, “Mustard seed is a good crop for the northern 
plains. You should be able to grow it as well as our Montana farmers. If you 
wish to take over the production for the United States market, we will give you 
tariff concessions to enable you to put own producers out of business.” A thriv 
ing industry in Montana is destroyed and a new industry is created for the 
Canadian provinces. I cannot make sense out of a foreign policy or a trade 
policy that penalizes Americans in this manner. 

Supported by the Montana State Farm Bureau Federation, the Montana mus 
tard-seed growers now have pending before the Tariff Commission an applica- 
tion for relief under the escape clause. I note that the hearing on this applica 
tion has just been postponed 1 month. I note that of the 8 cases now pending 
before the Commission, 6 have been there over 6 months. Inestimable damage 
can be done to agricultural producers or to an industry in such a period of time 
I therefore urge that the cemmittee adopt the provision of the Simpson bill 
establishing a 6-month deadline for action on these applications. 

I further note that of the 5 cases decided favorably by the Commission, the 
President has rejected relief in 2 and postponed action on a third. I do not be 
lieve that the President should have this discretionary power after a panel 
of experts has decided that relief is required. I therefore urge approval of the 
amendment to make it mandatory upon the President to accept the decision of 
the Tariff Commission. 

I note that the Simpson bill authorizes the Tariff Commission to recommend 
relief in excess of the present 50 percent limit. I believe the Commission should 
have this discretion. Referring once again to the mustard case, a 50 percent 
increase would not be sufficient to restore a proper duty on this commodity or to 
afford relief to our growers. 

Lastly, I note that Mr. Simpson’s bill clarifies the conditions under which the 
Commission may determine that relief is warranted. The record of the Com 
mission in rejecting so large a proportion of the cases before it indicates that 
some change in the standards is necessary and desirable. 

I also favor section 11 of the bill, having to do with the countervailing duties 
which are to be levied when it is found that a foreign government is subsidizing 
its producers or exporters. The bill makes it clear that currency manipulations 
can be and are in fact used as a bounty or grant to subsidize producers. During 
the past year we tried long and hard to convince the former Secretary of the 
Treasury that his duty lay in the imposition of countervailing duties on the im- 
ports of wool tops from Argentina. The Argentine Government has engaged in 
currency manipulations which are clearly a subsidy to encourage the export 
of this competitive product. The former Secretary of the Treasury refused to 
act. If the Simpson bill had been law, he would have had no possible excuse to 
refuse our request. I hope that this provision is enacted into law. 

Finally, I urge the adoption of the sections that add new sections to the Tariff 
Act of 1930 with regard to residual fuel oil, lead and zinc metals and concen 
trates. In this connection I have received a great many letters from Montana 
locals of the United Mine Workers who support this provision. I believe these 
sections constitute necessary and valuable extension of the protection that we 
should provide American labor, agriculture, business, and industry. 

Thank you 
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The CuHarrman. The next witness is Mr. John T. Noonan, of the 
American Textile Machinery Association, Boston, Mass. 


STATEMENT OF JOHN T. NOONAN, AS COUNSEL FOR THE AMERICAN 
TEXTILE MACHINERY ASSOCIATION 


Mr. Noonan. My name isJohn T. Noonan. I appear here as counsel 
for the American Textile Machinery Association. 

The American Textile Machinery Association represents approxi- 
mately 40 manufacturers of textile machinery in this country, and I 
think about 90 percent of the industry. Before presenting the formal 
statement which I have filed with the committee, I would like, with 
the committee’s permission, to make a brief reference to some testi- 
mony presented this morning because of its relation to what I hi ave to 
present this afternoon. 

This morning Mr. Anthony, appearing for the Tariff League, made 
reference on page 5 of his statement to an interpretation of the present 
law which has been applied by a majority of the Commission to the 
general effect that in order to show serious injury under the present 
law it is necessary to show injury to an industry as a whole and not 
sufficient to show injury to a particular product or part of the industry. 

Mr. Anthony commented upon the effort of the present proposed 
bill, the Simpson bill, to rectify this situation by making it possible 
for relief to be granted if there is injury to a producer as distin- 
guished sis injury to an industry. He commented favorably upon 
that change in the law proposed by the Simpson bill. 

The statement which I wish to present is directed to the same mat- 
ter, but is intended to point out that through inadvertence, I believe, 
the Simpson bill as now drawn still permits the Tariff Commission 
to decline to find injury unless the injury applies to the whole busi- 
ness of a producer. So whereas under the present bill an applicant 
before the Commission was faced with the problem of showing that 
his industry as a whole was injured, under the House bill, 4294, as 
presently drawn, a multiproduct producer would be faced with exactly 
the same problem to show that his business as a whole was injured, 
whereas, in fact, his only claim to injury and his only reason for 
appearing be fore the Commission might be because a single product 
was suffering injury and a very severe injury. 

It is to suggest what I would hope would be corrective language to 
prevent that situation being perpetuated under such new law as may 
be enacted that I am appearing here. 

With that background as to the relation between what I have said 
and what Mr. Anthony has said, I would like to read this short 
prepared statement : 

The American Textile Machinery Association proposes an amend- 
ment to the Simpson bill in order to remove any ambiguity as to what 
is meant in section 6 of the bill by “injury to * * * producers, pro- 
ducing like or competitive products * * * by reason of increased im- 
ports of a product. The present language of the bill would permit 
the Tariff Commission to find that even where the domestic manu- 
facture of like or competitive products would be completely wiped 
out by reason of imports there would be no injury to the domestic 
producers producing such like or competitive products, in a case where 
the profits of such producers from other lines of business could make 
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up for the loss on the particular product being threatened with extine- 
tion. This is an approach which has been adopted by a majority of 
the Commission under the present law. See Report of Commission 
on Escape Clause Investigation Relating to Glace Cherries, October 
17. 1952, page 18. 

I may say in passing the same matter is referred to by the dissenting 
opinion in the wood screw case which I think Mr. Anthony referred 
to this morning. 

It is an approach which is still open to the Commission under the 
Simpson bill as presently drawn. 

Accordingly, the American Textile Mac hinery Association proposes 
that subsection (d) of section 6 of H. R. 4294 be amended to read as 
follows (italicized language indicates proposed amendment) : 

To properly show the effect of what we are proposing and the diffi 
culty that we think we see in the bill as presently drawn, it will be 
necessary for me to read the statute as it would appear if the Simpson 
bill were enacted as it now stands, and then to read it with the change 
we are proposing. If the Simpson bill were enacted in its present 
form, subsection (b) of section 7 would read as follows: 

In arriving at a determination 
that is, a determination of injury— 
in the foregoing procedure the Tariff Commission, without excluding other evi 
dence of injury, shall consider as evidence of injury the existence or likely occur- 
rence of any of the following factors : 

A downward trend of production, employment, prices, profits, or wages among 
the American workers, miners, farmers, or praia iden eevee 
I pause at that point toe ‘all the attention of the committee to the fact 
that the Commission is directed to consider as evidence of injury a 
downward trend of production, employment, prices, profits, or wages 
among the producers concerned, which we are afraid would permit the 
Commission to look generally at.all of the business of a multiproduct 
producer and say, as they did in the case of an industry, that if the pro 
ducer’s business as a whole was prosperous, even though he had received 
a body blow as to one particular item, there was noinjury. Therefore, 
we would like to propose, with all due respect to the committee, a 
change in the bill so as to direct the Commission to look at these factors 
with respect to the like or competitive American product, rather than 
generally. So,as amended, this section would read : 

In arriving at a determination in the foregoing procedure the Tariff Commis 
sion, without excluding other evidence of injury, shall consider as evidence of 
injury the existence or likely occurrence of any of the following factors, with 
respect to the like or competitive American product. 

Then we list them. 

A downward trend of production, employment, prices, profits, or wages among 
the American workers, miners, farmers, or producers concerned, or a decline in 
sales, an increase in imports, either actual or relative to domestic production, 
a higher or growing inventory, or a decline in the proportion of the domestic 
market supplied by domestic producers. The Tariff Commission shall not deem 
injury to be negatived in any case by a showing of factors contrary to or tending 
to offset the foregoing with respect to a product or products other than the like 
or competitive American product, 

We would hope that that change would direct the Commission to 
consider the injury that is suffere .d in the case of a multiproduct pro- 
ducer by the competition with the particular foreign product which 
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may be in competition with him, without taking into account what his 
domestic business may otherwise be. 
We believe, however, that that is only part of the story. It is not 


only essential, as we view it, that the Commission be directed to look 
at the factors that have bec enunn ‘rated as applied to the particular 
product which is being injured: we think it is essential that the Com 
mission also be instructed that if injury is found when these factors are 
considered, it is not the intention of Congress that that injury should 


be deemed to be negatived by a fii ding that there has been an increase 
in sales or an increase in production or an increase In profits on some 


entirely domestic line of business unaffected by the import of a foreign 
item. Yet that is the way in which in several cases the present law has 
been construed as applied to an industry, and we feel or fear that the 
Simpson bill as now drawn might Nand itself to that conclusion. 

Mr. Simpson. If you have fi ished, may I ask a few questions ¢ ] 
assure you it is my intended desire to have the section to which you 
refer clarified. It can be done in two ways, in my opinion. 

One would be to have a Tariff Commission which can read and under- 
stand what I consider plain English, and recognize that the intent 
of Congress was t » Clive relief with respect to the item on which the 
complain t was made. 

Tt - other way would be possibly to use the language you have sug- 


‘sted here. At all events, the committee certainly should consider 
the pre blem. 

This morning we had testimony on the watch industry. I think 
perhaps this will illustrate the point you are making. A company 


might be losing considerable money on the manufacture of a domestic 
watch and might apply for relief, and at the same time go into or be 


in another business manufacturing ‘compacta or radios or anything of 
that sort. 

The profit to the corporation might be oreater than it ever had 
been in the past, and yet the Tariff Commission under the very narrow 
interpretation they give at the present time; that is, the majority 
has been giving; would refuse any relief to the section of their busi- 
ness dealing in watches, 

That points up your point, does it not ? 

Mr. Noonan. Precisely. 

Mr. Simpson. I am certain that my intent was not to permit that 
to h: appen ag rain. 

Mr. Noonan. I introduced my remarks by saying that I thought 
the possibility I have indicated had crept into the bill inadvertently, 
because I had thought it was the intention of the drafters of the bill 
to prevent this. 

Mr. Simpson. I assure you I intended to have it in. 

The Cuarrman. Mr. Mason _ inquire. 

Mr. Mason. What you have been trying to get across to this com- 
mittee is the fact that I have 2 arms and 2 legs and 2 eyes and if I 
have 1 of them cut off, I am not injured according to the decision of 
the Tariff Commission; is that it, as long as I have the other arm and 
the other leg to operate with? 

Mr. Noonan. That is substantially it, I should say, Mr. Congress- 
man. 


Mr. Mason. That is all. 
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The Cuatrman. We thank you very much, sir, for your presen 
tation. 
The next witness is Mr. Warner Dailey, secretary, and John Breck 


enridge, attorney, the Pin, Clip & Fastener Association, New York 
City. 
Will you state your name and the capacity in which you appear? 


STATEMENT OF H. WARNER DAILEY, SECRETARY, ACCOMPANIED 
BY JOHN BRECKENRIDGE, ATTORNEY, THE PIN, CLIP & FAS- 
TENER ASSOCIATION, NEW YORK, N. Y. 


Mr. Dattey. Mr. Ch: airman, my name is H. Warner Dailey. I am 
secretary of the Pin, Clip & Fastener Association which has head 
quarters at 74 Trinity Pla ‘©, New York City, N. Y. I appear here 
today in support of the Simpe on bill (HL. R. vod), with the exception 
of section 13, on behalf of the members of the association who produce 
safety pins and straight pins. These member companies are Delong 
Hook & E ve Co., Philade Ipl lia, Pa.: Noesting Pin Ticket Co.. Ine 
New York, N. Y.: Oakville ( o., division of the Scovill Manufacturing 
Co., Waterbury, Conn.; Plume & Atwood Manufacturing Co., Water- 
bury, Conn.; William Prym, Inec., Dayville, Conn.; Star Pin Co., 
Shelton, Conn.: Union Pin Co., Winsted, Conn.: Vail Manufacturing 
Co., Chicago, Ill. 

These members com panie s produce substantially 100 percent of the 
straight pins produced in the United States. There is o nly one large 
roducer of safety pins outside the association and that is ‘the Risdon 
Manufacturing Co. on behalf of which I understand a separate ap 


pearance will be made here today. Association members along with 
the Risdon company produce about 90 percent of all American safety 
pins. 

As will be noted, these companies are located in the States of New 
York, Pennsylvania, Illinois, and Connecticut. The majority of them 


are located in Connecticut. 

Ata recent meeting of the pin divisions of the association a resolu 
tion was adopted, by unanimous vote, directing me to appear and 
testify at these hearings in support of the Simps on bill (H. R. 4294), 
with the exception of section 13. Section 13 makes specific provisions 
with respect to residual fuel oil, petroleum products, lead, and zinc. 
We are not sufficiently familiar with the facts surrounding these prod 
ucts to take a position either for or against this section 13. 

With me here today is John Breckinridge, attorney for the associa- 
tion. I would like to request that he supplement my statement and 
that he answer any questions concerning the effects and technical as- 
pects of the present law and the modifications in H. R. 4294. 

Both straight pins and safety pins are staple products of standard 
ized production ‘and use throughout the world. Both foreign and 
Ame i an pins are practically identical in size and style. They are 
used interchangeably by identically the same users for ide ntics ally the 
Same purposes, This applies to hoth house hold and industrial users. 

The production facilities of the American manufacturers for whom 
I speak are more than adequate to supply the entire United States de 
mand. Over the years, since the 1930’s the demand for pins has pe on 
inelastic and American consumption has been relatively static—tha 
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is, With no increasing consumption corresponding to the increasing 
population or the increasing national income. Under these cireum- 
tances any substantial quantity of imported pins must necessarily 
displace the consumption of an equal quantity of American- produced 
pins. Such displacement of American produced pins is necessarily 
accompanied by a reduction in production and sale together with the 
consequent reduction in employment for labor and profits for the 
American manufacturers. 

Increasing imports have caused very serious damage to the Ameri- 
can manufacturers and their employees and threaten even more seri- 
ous injury in the future. In fact, if some relief is not forthcoming 
the American industry faces eventual extinction. 

Unless this committee and this Congress strengthens the escape and 
othe sr safety-valve provisions of the existing law we are convinced 
that no such re ‘lief will be forthcoming by administrative means. We 
feel that the clarifying and strengthening ame ‘ndments of the Simpson 
bill will provide reasonable relief, when needed, for American in- 
dustries such as ours and will make a 1 year extension of the Trade 
Agreements Act relatively safe. 

Foreign production equipment and technological methods of mass 
production, in the pin industry, are substantially the same abroad as 
they are in the United States; the industry having been concurrently 
developed and improved both abroad and in the United States over a 
long period of years. Consequently, the American producers have no 
efficiency, or technological, or mass production advantages by which 
to overcome the competitive advantages of foreign countries enjoyed 
through lower labor and material costs. It is significant that the 
competitive disadvantages of the American producers is artificially 
brought about by immigration and labor laws and policies and other 
conditions in the United States beyond their control. 

The ratio of labor costs to the total production costs in this industry 
is very high as distinguished from a very low percentage of labor cost 
in mass-production industries such as the automobile industry. y, Amer- 
ican wage rates in the pin industry average approximately $1.75 per 
hour and is equal to approximately four times similar wage rates in 
the principal competing foreign countries such as England, Germ: ny, 
and Czechoslovakia. The disparity between American and foreign 
wage rates is much greater in the case of imports coming in from Japan 
and China which are likely to increase substantially in the future. 

With such a wide labor-cost advantage enjoyed by foreign pro- 
ducers of equal man-hour productivity and with labor costs averag- 
ing 40 to 50 percent of the total American production costs it 1s 
cbviously impossible for the American industry to survive on any 
substantial basis without adequate measures providing for relief from 
imports when it is needed—that is, when imports cause or threaten 
injury to the American producers. Such safeguards which can be 
used effectively and in timely fashion when needed do not exist in 
the present law. 

Since the postwar reductions in the pin tariffs, imports of foreign 
pins have increased at an enormous rate. Prior to World War Il, 
safety pin imports averaged approximately 1 million gross annually. 
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Since the war and tariff reductions in 1948, they have increased to 
3 million gross and more annually. The postwar and postconces- 
sion —, have run as high as 25 percent of American production 
and as high as 44 percent of domestic production in the case of steel 
safety pins. In the case of straight pins, imports increased from 
an‘average of less than 100,000 pounds annually in the prewar period 
to over 400,000 pounds in 1951 and with no increase in the average 
annual domestic sales over the prewar period. This constitutes an 
increase in imports relative to American production of from ap 
proximately 3 percent in the prewar period to approximately 13 
percent in the postwar and postconcession period and as high as 30 
percent in the ease of steel pins. This increase in imports has re 
sulted in a proportionate decline in American production and sales, 
Employment and profits in the pin industry have declined corre- 
spondingly. 

Prior to any trade agreement negotiations the association re- 
peatedly placed their case before the appropriate administrative 
agencies. We feel it adequately proved that any decrease in the pin 
tariffs would cause serious injury to the American producers. “i 
ever, the administration ignored the facts presented by the pin industry 
and has cut the tariffs on both str: aight pins and safety pins in nego- 
tiations with the United Kingdom and Czechoslovakia, which became 
effective in 1948. 

As pointed out above, developments since the effective date of the 
tariff reductions in 1948 have fully justified our fears. Increasing 
imports have caused very serious injury to the American producers. 

In the case of safety pins, the industry filed an application for inves- 
tigation and relief under the escape clause (sec. 7 of the Trade Agree- 
ments Extension Act of 1951) on December 17, 1952. The Tariff 
Commission ignored this application and refused an investigation on 
the arbitrary grounds that it was not properly filed. We believe this 
to be in direct contravention of the very clear congressional mandate 
in section 7 that: 

* * * upon application of any interested party, the United States Tariff Com 
mission shall promptly make an investigation and make a report thereon * * * 
[Emphasis supplied. ] 

In order that the committee can judge this matter for itself, I would 
like to submit for the record the summary of our application which 
was filed with the Tariff Commission. I am not submitting the bal 
ance of the application for the record because it contains some confi- 
dential information which we do not wish to make public. If the 
committee should desire, we will submit a full copy of the application 
on a confidential basis. Upon a study of these documents, we feel 
confident that this committee will agree that our application was prop- 
erly filed, that it does state a prima facie case of injury resulting from 
increased imports and that the Tariff Commission circumvented the 
law in refusing to make an investigation. 

May I enter this? 

The Cratrman. You may, without objection, file it. There is no 
objection. 
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(The material referred to follows :) 
BEFORE THE UNITED States TARIFF CoMMISSION 


\PPLICATION FOR INVESTIGATION AND PUBLIC HEARING AND IMPOSITION OF AN 
AnsOLuTE Import Quora WitH Respect To SAFETY PINs 


Under the provisions of section 7 of the Trade Agreements Extension Act of 1951 
and article XIX of the General Agreement on Tariffs and Trade 


I. STATEMENT OF THE CASE 


In accordance with part 207 of the Tariff Commission Rules of Practice and 
Procedure, this is an application for an investigation and public hearing with 
respect to the effect of increased imports of safety pins under the provisions of 
section 7 of the Trade Agreements Extension Act of 1951 (Public Law 50, 82d 
Cong.) and article XIX (commonly referred to as the escape clause) of the 
General Agreem s on Tariffs and Trade (hereafter referred to as GATT). 

This application is made on behalf of the American safety pin industry by the 
following four members of the industry: 

DeLong Hook and Eye Co., Philadelphia, Pa. 

Oakville Co. Division of the Seoville Manufacturing Co., Oakville, Conn. 
William Prym, Inc., Dayville, Conn 

Risdon Manufacturing Co., Naugatuck, Conn. 

These 4 companies produce 90 percent or more of the safety pins made in the 
United States 


rARIFF CONCESSIONS MADE TO CZECHOSLOVAKIA 


Paragraph 350 of the Tariff Act of 1980 provided a duty of 35 percent ad 
valorem on safetypin imports. This duty was reduced to 221% percent as a con- 
cession to Czechoslovakia in the trade-agreement negotiations which took place 
at Geneva, Switzerland, in 1947. The reduced rate of 2214 percent became effec- 
tive in GATT on April 21, 1948, and is still in effect with respect to imports of 
safety pins from all countries except Czechoslovakia. 

The benefit of this trade-agreement concession was withdrawn from Czecho- 
slovakia, the country with which it was negotiated, by a letter of the President 
supplementing Presidential Proclamation No. 2935 of August 1, 1951. This 
withdrawal became effective November 2, 1951, making the rate of duty on 
imports from Czechoslovakia 35 percent ad valorem. 

However the concession has not been withdrawn from other countries and the 
effective rate of duty on imports of safety pins from all countries except Czecho- 
slovakia continues at the reduced rate of 22% percent ad valorem. 

Of historical interest, it should be noted that the 35-percent duty was reduced 
to 30 percent in 1938 by an earlier bilateral trade agreement with Czechoslovakia 
which was canceled after Germany occupied Czechoslovakia and the duty reverted 
to the statutory rate of 35 percent in 1939. 





CONCESSION BENEFIT GOES ENTIRELY TO NON-NEGOTIATING COUNTRIES 


Here we have the anomalous situation of the principal suppliers all being 
countries other than that with which the trade-agreement concession was nego- 
tiated—Czechoslovakia. All of the benefit of the concession is going to non- 
negotiating third parties since the benefit of the concession has been withdrawn 
from Czechoslovakia as related above. 


INCREASED IMPORTS 


As a result of this tariff concession on safetypins, imports of 4,460 gross in 
1946 and 101,835 gross in 1947 have increased constantly until imports reached 
4,193,856 gross during 1951 which equaled 25.61 percent of domestic sales in 1951. 
The 1951 rate of imports averaged in excess of 25 percent of domestic sales com- 
pared with annual average imports of approximately 1 million gross during the 
prewar period of 1935 through 1939 which amounted to only about 10 percent 
of domestic sales at that time. (See table No. 1.) 

Imports have temporarily declined in the first 3 quarters of 1952 to a rate 
equal to 13.3 percent of domestic sales. However this still represents an increase 
over preconcession imyports both actual and relative to domestic sales, In the 
case of steel safety pins (as distinguished from brass) where import competi- 
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tion is most injurious, 1952 imports to date equal 21.98 percent of American 
sales. (See table 5.) 

With excessive inventories (as a result of Korean war) now worked off it 
is anticipated that imports will again increase in relation to domestic sales 
which have declined from over 15.4 milion gross in 1950 to 12.5 million gross in 
1951 and further to an anticipated 10 million gross in 1952. 

Ten to eleven million gross is the anticipated normal volume of American uales 
which is approximately equivalent to the prewar volume. For reasons pointed 
out later, safetypin consumption has been relatively constant—consumption has 
not kept pace with increasing national income or the increasing population. (See 
table 1.) 


INJURY CAUSED AND THREATENED 


This increase in imports, both actual and relative to American sales, has dis 
placed the sale of a like quantity of American safety pins, the demand for which 
is inelastic and relatively static. 

These increased imports have substantially contributed to a decline in annual 
domestic sales of approximately 3 million gross from 1950 to 1951, and a decline 
of 5 million gross from 1950 to 1952. 

Imported safety pins are exactly like American and are used by identically 
the same users for identically the same purposes. They are directly competitive 
and directly displace the consumption of American safety pins. They are sold 
at prices substantially lower than American prices. In addition to declining 
sales, imports have caused a decline in prices and substantial decline in profits 
for American producers. 

Although production declined with sales volume, inventories increased alarm 
ingly above normal inventories and it has been necessary to lay off or reduce the 
workweek of a considerable number of employees. This reduction in employment 
would not have been necessary if imports had been limited as requested herein 

The threat of serious injury in the future is even more serious than the injury 
already caused. Both pricewise and yvolumewise the industry is more susceptible 
to import injury on a buyer's market such as exists and is anticipated today 
than on a seller’s market, such as existed for some time following the start of 
the Korean war. The fact that American safety pin consumption has been 
relatively constant over the years makes the industry unusually susceptible to 
injury from imports. This is particularly true because American production 
capacity and actual production in recent years exceeds total American require 
ments. 

The cost advantages of foreign producers in Europe and elsewhere are so 
great that they can continue to profitably take an increasing percentage of the 
American market at prices below those required to produce a profit for Ameri 
can producers or even below American production costs. 


RELIEF SOUGHT 


In order to prevent or mitigate this very serious threat of injury from increased 
imports, it is requested that an absolute quota be imposed limiting safety pin 
imports to 1 million gross annually, which is approximately the prewar annual 
average of imports. 

An import quota of 1 million gross annually would permit a continuance of 
the normal prewar volume of imports at the reduced rate of duty Chis 
would continue a very substantial benefit to the various foreign countries 
exporting safety pins to the United States. It would also permit imports to 
retain approximately their prewar percentage of the anticipated normal 
American market, 

A quota is requested because the industry is confident that a withdrawal of 
the concession and a reversion of the duty to 35 percent ad valorem would not 
remedy or prevent the injury being caused and threatened by the increased 
imports 

Mr. Dattexy. This arbitrary action of the Tariff Commission in 
refusing even to make an investigation indicates that a majority of 
the Tariff Commission has not been in sympathy with the escape 
clause provisions written into the act by Congress and that they have 
ignored the intent of Congress. 
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Where the Commission has made investigations, section 7 has 
been so interpreted or administered by the Commission or the adminis- 
tration as to be practically meaningless. 

Of the 26 investigations ordered by the Tariff Commission under 
section 7 it has denied relief in 12 cases and 9 cases are still pending 
before the Commission. 

Even in the 5 cases where the Tariff Commission did find injury 
to an American industry and recommended relief, the President (on 
advice of the State Department) has denied such relief in 3 cases 
(garlic, watches, and briar pipes). Such relief found necessary by 
the Tariff Commission was denied to the briar-pipe industry by the 
current administration. Only in the cases of dried figs and hatters’ 
furs has any relief been granted under section 7. In one case where 
relief was granted, President Eisenhower has ordered the Tariff 
Commission to reinvestigate with a view to restoring the reduced duty 
on dried figs for the benefit of Turkey. 

Certainly there has been no indication that American industries 
could expect ay better treatment from the present State Department 
than from past administrations if the law should be extended as it is 
with an implied congressional approval of the manner in which the 
law has been administered in the past. It is abundantly clear that 
our only hope for relief lies in eaiebal 

For these reasons we are specifically opposed to any extension of the 
Trade Agreements Act in its present form. 

In addition to our belief that the existing safeguards in the Trade 
Agreements Act and other laws need clarification and strengthening 
if the congressional intent is to be carried out ; we feel that an extension 
of the act, as is, would be interpreted by the many free traders and 
caeaaiad of “trade—not aid” in the present administration as a 
blanket endorsement and approval, by this Congress, of the manner 
in which the Trade Agreements Act has been administered in the past. 
In our opinion this would be a most dangerous thing for us and for 
many other American industries. 

We feel that our industry is in no different position than thousands 
of other small industries which have a relatively high labor cost in 
the production of their product and in which they enjoy no mechani- 
zation or technological advantage over foreign producers through 
which they can overcome their labor and material cost disadvantages. 
We feel that the existing law and the manner in which it has been 
administered has worked to the very great disadvantage of the rela- 
tively small businesses throughout the United States. 

In our opinion the clarifications and modifications in the Simpson 
bill before this committee (H. R. 4294) will substantially correct this 
situation and provide an effective and timely means by which American 
industries such as ours can obtain relief when they are threatened with 
injury from imports. 

The CuamMan. Does that complete your statement? 

Mr. Dattry. That completes my statement. 

The CrHatrman. Are there any questions? 

Mr. Simpson will inquire. 

Mr. Simpson. Either for you or your attorney, when on occasion you 
have gone before the Tariff Commission in the past, have you found 
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them cooperative and eager to help the American businessman and 
give him the benefit of the doubt or not ? 

Mr. Damtey. Mr. Simpson, I am not an attorney. I should like our 
attorney here to answer that. I have some opinions of my own. 

Mr. Srupson. He is familiar with it, I know, and I suggest that he 
answer. 

Mr. Breckxenrinee. I am attorney for the association. 

Congressman Simpson, I had intended supplementing Mr. Dailey’s 
statement on that specific point. In the safety-pin case, as Mr. Dailey 
said, an application for investigation was filed on December 17. The 
Tariff Commission refused even to make an investigation in that case 
on the ground that the application was not properly filed. I have, 
which I would like to submit—— 

Mr. Stmpson. Was that a technical point, was it a delaying action, 
or did you feel that you were getting justice ? 

Mr. BreckenrinGe. We did not feel we were getting justice. I 
vant to introduce in the record a copy of the letter the Commission 
wrote us, and I would like to introd ce in the record a con 
statement which we wrote to the Tariff Commission in response to it. 

The CuarrMan. Without objection that may be inserted in the 
record. 

(The material referred to follows:) 


UNTreD SraTes TARIFF COMMISSION, 
OFrFICE OF THE SECRETARY, 
Washington 25, D. C., December 81, 195 
Popr, BALLARD & Loos, 
Vunsey Building, Washington, D. C 


Dear Strs: Reference is made to an application which you submitted to the 
Tariff Commission on December 17, 1952, in behalf of the DeLong Hook & Eve 
Co., Philadelphia, Pa.; the Oakville Co. Division of the Scoville Manufacturing 
Co., Oakville, Conn.; William Prym, Inc., Dayville, Conn.; and the Risdon Man 
ufacturing Co., Naugatuck, Conn., for an investigation under section 
Trade Agreements Extension Act of 1951 with respect to safety pins 

The Commission, after considering the application, found that it fails sub- 
stantially to furnish information called for by the provisions of part 207 of the 
Commission’s Rules of Practice and Procedure, and ordered that the applicants 
be given until the close of business February 1, 1953, to complete the application 
by furnishing the necessary additional information. Until the additional infor 
mation is furnished, the Commission will treat the application as not properly 
filed. 

The essental deficiency in the application lies in the failure to supply certain 
information called for by section 207.3 (e) of the rules, particularly para 
graphs (1) (ii), (2), (8), and (5). It is noted that the 4 applicant companies 
are stated to be the producers of 90 percent or more of the safety pins produced 
in the United States, and that all of them combine their safety-pin production 
with other lines of manufacture. Accordingly, there would appear to be no 
reason why each of the companies could not supply the information called for 
in the provisions of the rules referred to. 

Also noted is the statement in the application that much of the pertinent 
information called for in the rules, such as prices and profits, is a closely cuarded 
secret of the various members of the industry and would have to be obtained 
by the Commission in confidence. In this connection, your attention is called 
to sections 207.3 (e) and 207.4 of the Commission’s rules, which provide for the 
submission of confidential information in connection with the application. As is 
clearly evident from these rules, the confidential nature of information called 
for does not justify failure to furnish such information with the application 

In order to assist the applicant companies in supplying the necessary infor 
mation we have prepared a form, copies of which are attached, which they may 
wish to use. Any information called for on the form which the applicants con 
sider confidential may, if desired, be submitted in confidence by each of the 


7 of the 
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applicants separately It should be noted that section 207.4 of the rules provides 
that information submitted in confidence should be submitted on separate pages 
clearly marked “Confidential.” 
Sincerely yours, 
Donn N. Bent, Secretary. 


Pore, BALLARD & LOoS, 
Washington 4, D.C., January 15, 1953 
Re withdrawal of application for investigation under section 7 with respect to 
satety pins. 
Mr. Donn N. BENT, 
Secretary, United States Tariff Commission, 
Washington 25, D. C. 

Dear Mr. Bent: We have your letter of December 31, 1952, concerning the 
above-named application and we regret very much that the Commission has de- 
cided to ignore the application on the ground that it “fails substantially to 
furnish information called for” and is “not properly filed” under the Commission’s 
Rules of Practice and Procedure. 

After a careful review of sections 6 and 7 of the Trade Agreements Extension 
Act of 1951 (under which this investigation was requested) and after a careful 
review of the Commission’s rules, the applicants are confident that their applica- 
tion, as filed, did include all of the information properly required by the Com- 
mission’s rules. More specifically, the applicants strongly feel that their applica 
tion was “properly filed” within the meaning of procedural section 7 (a) of the 
‘Trade Agreements Extension Act of 1951, the pertinent part of which commands 
that: “* * * upon application of any interested party, the United States Tariff 
Commission shall promptly make an investigation aud make a report thereon 
* * **' [Emphasis supplied. | 

The applicants feel that their application was properly filed within the mean 
ing of this mandate of Congress and that the action of the Commission in deciding 
to ignore the application as not properly filed was improper and not authorized 
by the statute 

Even though section 7 was designed and intended by Congress to set up the 
Commission’s procedure under escape-clause investigations and even though the 
applicants are convinced that the Commission’s rules cannot modify this con- 
gressional mandate that the Commission “shall promptly make an investigation,” 
they wish to state that in their considered opinion their application was “prop- 
erly filed’ even within the would-be terms and provisions of the Commission's 
rules 

The application did submit all of the information required by such rules. 
Subparagraphs (a), (b), (ec), and (d) of section 207.3 attempt to indicate the 
type of information which “shall” or “must” be included in an application and 
a review of the application will show that all such information was included 
therein Your letter does not question this fact. 

You cite subparagraph (e) of section 207.3 of the rules as indicating the type 
of information called for but which was not included in the application and you 
enclose a table indicating the desired additional information. A review of this 
subparagraph (e) will show that it only states that the additional information 
indicated therein and the information indicated on the table enclosed with your 
letter “should also be furnished with an application, to the extent that it is 
readily available to the applicant.” [Emphasis supplied.] Thus, it is apparent 
that even the Commission’s rules do not require that this information must be 
submitted with the application. Some of such additional information was in- 
cluded in the application and the balance of it was not and is not readily avail- 
able to the applicants. Also such information could not possibly be put together 
in comparable and understandable form by the individual applicants prior to 
February 2 as required by the Commission’s action. The application clearly 
indicated that such additional information was not readily available to the 
applicants but that it would be made available to Commission representatives 
by each individual applicant during the course of the investigation. 

Furthermore, the applicants do not consider the information requested with 
espect to their production of other commodities as proper to be submitted to 
or even ¢onsidered by the Commission within the terms or intent of sections 6 
and 7. The applicants have not requested an investigation concerning any of 
the products they produce other than safety pins. Consequently, they do not 
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consider it appropriate to submit to the Commission information concerning 
their operations with respect to such other commodities (which differ fro 

applicant to applicant). They consider themselves as representative of the over 
Whelming majority (90 percent of the “domestic industry” producing safety pins 
which are like and directly competitive with imported safety pins within the 
meaning of sections 6 and 7 As to their production of other products, whic! 
varies from company to company, they do not consider themselves as constituting 
a “domestic industry” within the meaning of said statute. Consequently, ea 

individual applicant does not consider any information with respect to the 

production of other products as being material or relevant to the issue involved 
n the requested investigation. They also feel that it would be improper for the 
Tariff Commission even to consider any such information. They feel that the 
sole question involved in a section 7 investigation would be the effect of imported 
safety pins upon the American producers, capital, and laborers employed the 


production of safety pins without regard to other income they might have o1 
other products they might produce. 

In view of these basic differences in interpretation of sections 6 and 7 and 
concerning the propriety of the Commission’s rules to such extent as they mi: 
differ from the statute, the application is hereby withdrawn in accordance wit! 
rule 201.8 (d). 

In view of section 201.10 of the Commission’s rules Concerning public notices 
and since the Commission does not consider this application as “properly tiled 
it is assumed that the Commission has made no public notice of the receipt of 
this application and that its contents have not been discussed with any parties 
outside of the Commission. Since there is to be no investigation, the applicant 
are extremely anxious that the information contained in the application be kept 
strictly confidential. Consequently, it is hereby requested that all copies of the 
application be returned until such time as the applicants may decide to reapply 
for an investigation. 

Within a few days the undersigned will drop by your office to pick up the 
application 

Very truly yours, 
JOHN BRECKENRIDGE 
ittorney for DeLong Hook & Eye Co., Philadelphia, Pa.; Oakville 
Co. Division of the Scoville Manufacturing Co., Oakville, Con 
William Pryum, Inc., Dayville, Conn.; Risdon Manufacturing 
Co., Naugatuck, Conn. 


Mr. Sapiak. I wonder if Mr. Breckenridge would tell us in effect 
what he told them. 

Mr. Breckenrince. I am going to, sir. 

In effect the Commission said, We do not consider your applica 
tion properly filed, and if you do not file certain information by a 
certain date—I think they said February 1—we will not make an 
investigation. 

The principal portion of the information they wanted was informa 
tion as to the production, of the four companies who produce safety 
pins and other products, of other products, the amount of their em 
ployment on other products, and the amount of their income and 
profits on products other than safety pins. We felt that such in 
formation was not pertinent to an investigation with respect to safety 
pins and consequently we stated in our letter to the Commission 
that we felt that they had ignored the law, which very aan says 
that the Tariff Commission shall make investigation upon applica 
tion of any party. We stated that we would not submit information 
concerning our production on other products because we did not con- 
sider that pertinent to the investigation on safety pins.. 

From that date on, nothing further has h: appened. 

Mr. Simpson. You never did give them the information, then, 
about the other products? 

Mr. Breckenrince. No, sit 


32604 5 “4 
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Mr. Stwpson. And you never got any relief or any further con- 
sideration ¢ 

Mr. Breckenripnce. No, sir. 

Mr. Srupson. So whatever the effect of the tariff revisions has been 
on safety pins, you never even got consideration even though you re- 
quested it in accordance with the law? 

Mr. Breckenrwwce. We did not even get our day in court, so to 
speak. 

I have here a copy of a letter that I wrote to Mr. Reed, the chair- 
man of this committee, concerning our experience with the Commis- 
sion, and I would like to insert that in the record. 

The CuarrmMan. Without objection it is so ordered. 

(‘ithe material referred to follows :) 

Pope BALLARD & Loos, 
Washington 4, D. C., March 9, 1958. 

Re Tariff Commission again ignoring law and denying American producers 

their day in court under section 7 “escape clause” as illustrated by recent 

sufety pin case. 
Hon. DANIEL A, REED, 

Chairman, House Ways and Means Committee, 
House Office Building, Washington, D. 0. 

My Dear ConcrrssMAN Reep: AS a member of the committee handling the 
Trade Agreements Extension Act and other tariff legislation I am sure that you 
will be interested in recent developments showing that the Tariff Commission 
has devised a new means of circumventing the letter of the law and the con- 

ressional intent as expressed in the “escape clause” contained in section 6 of the 
Trade Agreements Extension Act of 1951 and the investigation procedure pre- 
scribed by Congress in section 7 of said act. 

As you will recall, in order to stop the Tariff Commission practice of ignoring 
applications and refusing to grant investigations of injury requested by Ameri- 
an producers, the Congress, in the Trade Agreements Extension Act of 1951 


wot n “escape clause” into the Trade Agreements Act (sec. 6) ; and because 

e Coneress did not trust the Tariff Commission and its past practices it 
specifically spelled out the investigation procedure in section 7 of said act in 
yder to prevent the Commission’s limiting the right of American producers to 
a nvestivcation by rules of practice and procedure in conflict with the con- 


gressional policy. 

7 specifically provides that: “ * * * upon application of any interested 
mirty the United States Tariff Commission shall promptly make an investigation 
and make a report thereon. * * *” 

Since the congressional enactment of this procedural section 7 for escape- 
clause investigation, the Tariff Commission has improperly and illegally at- 
tempted to limit and make conditional the American producers’ right to an in- 
vestigation by conflicting provisions contained in its rules of practice and pro- 
cedure. The Tariff Commission is now proceeding to ignore applications for an 
invest gation as not properly filed within the provisions and conditions of the 
Commission’s rules of practice and procedure 

This unwarranted and illegal action of the Tariff Commission is very well illus- 
trated by its recent action of December 31, 1952, in ignoring an application filed 
by the American safety-pin producers as not properly filed. At page 1951 of the 
Congressional Record of February 26, 1953, you will note a brief statement by 
Convressman Bailey, of West Virginia, the original author of the escape clause 
contained in the Trade Agreements Extens'on Act of 1951. 

Congressman Pailey is rightfullv incignant at this arbitrary manner in which 
the ‘Tariff Commission is attempting to deny American producers their absolute 
righ* to an investigation and report of the facts when they feel that imports are 
causing or thréatening to cause injury to their industry. A further statement 
by Corgressman Bailey at page A1l0Q46 of the Congressional Record of March 2, 
1953, further expresses his ind’gnance at this arbitrary action of the Tariff Com- 
miss'on and includes a copy of the Tariff Com mission’s letter of December 31, 
1952, addressed to the undersigned stating that they will ignore the safety-pin 
application as not properly filed and a copy of our letter, on behalf of the 
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applicants, to the Tariff Commission calling attention to the fact that such action 
is illegal and unwarranted. 

Enclosed is a copy of the table of contents and a copy of the summary of the 
safety-pin application (the balance of the application containing contidential 
information) from which I am confident vou es agree that the safety-pin appli- 
cation could in no sense be considered as a frivilous complaint. I am also con- 
fident you will agree that the safety aie Sa eanaes a prima facie case of 
actual or threatened injury to the American producers of safety pins 

This action of the Tariff Commission in ignoring applications for investiga 
tion and denying American producers their day in court certainly emphasizes 
the fact that a majority of the present Commissioners are not in sympathy with 
the law or the intent of Congress. It again reemphasizes their long-standing 
willingness to ignore the law in obedience to the State Department free-trade 
policy. 

In this connection it should be recalled that the Tariff Commission is a crea 
ture of Congress set up to exercise a legislative function and that the Com 
mission is responsible to the Congress. The Tariff Commission is not an execu- 
tive agency and it is not responsible to the executive branch of Government. 
Its loyalty is due to Congress and its Commissioners should be in sympathy with 
the pertinent laws of Congress. 

These factors, we feel, vividly and boldly emphasize the extreme importance 
of the immediate appointment of Tariff Commissioners who are in sympathy 
with the law and who are willing to make an honest and conscientious effort 
to administer our tariff laws in accordance with the intent of Congress and 
without regard to the conflicting advice and policy of the State Department 

If the Congress agrees with the conflicting recommendations and policies of 
the past State Department officials, it should change the law to conform with 
those policies. On the other hand, if the Congress does not agree with the past 
free trade policies of the State Department, then it should take immediate and 
vigorous steps to assure the appointment of both Democrats and Republicans 
who are in sympathy with the laws of Congress and willing to administer them 
judicially and fairly. The constitutional obligation to make appointments on 
the advice (as well as consent) of the Senate should be even more compelling 
n case of appointments to agencies responsible to Congress than appointments 
to Cabinet posts responsible to the Executive. 

Congress should no longer tolerate the repeal of their tariff and foreign-trade 
laws by interpretation and subterfuge. The Trade Agreements Extension Act 
of 1951 and other tariff legislation were enacted for the benefit of American 
producers. They must be interpreted liberally in favor of the American pro 
ducers in order to carry out the intent of Congress. The burden of proof must 
be placed upon those opposing relief to the American producers, contrary to the 
past practice of the Tariff Commission. It has become abundantly clear that 
neither Republican nor Democratic free traders are willing to so administer 
the law and they should not be appointed to the Tariff Commission. 

Another matter which this safety-pin case illustrates very vividly is the man 
ner in which the Tariff Commission is interpreting away the rights of American 
producers by holding that the producers of safety pins, for example, do not con 
stitute an American industry within the meaning of sections 6 and 7 when those 
producers may produce other products or have income independent from that 
derived from their safety-pin production. This matter should be corrected and 
clarified in the Trade Agreements Extension bill which will soon be before your 
committee. 

Very truly yours, 
JOHN BRECKINRIDGE 

Mr. Breckenrince. We feel that that illustrates very vividly, first, 
that the Commission ignored the mandate that they shall at least in- 
vestigate if an industry feels they have been injured by increased im- 
ports, and it indicates that they—a majority of the C ommission—h: ve 
very little intention of really carrying out the intent of Congress. 

As to the second point, produc tion and profits on other products, a 
you can read through all of the decisions of the Commission would 
make us ineligible for relief under the ( ‘ommission’s interpretation of 
the present law. This shows that even if you are forced out of business 
in the production of products affected by imports, if the industry is 
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still making money on the production of other products, there is no 
injury within the meaning of the act as interpreted by the Commission. 

Mr. Srvrson. Do you agree with the testimony presented a few 
minutes ago that the bill now before us does not properly safeguard 
that situation ¢ 

Mr. Breckenripcr. Congressman Simpson, I thought the bill as now 
written would take care of that situation. However, if the committee 
feels there is any doubt whatsoever, I think they should put in a clari- 
fying phrase, something to the effect as suggested by Mr. Noonan. 
Short of that, I think the committee should very carefully spell out in 
their report on the bill what they intended by the change in the law. 

Mr. Simpson. That is all I have. 

The Ciuiarrman. Any further questions ! 

Mr. Sapiack. I have no questions, but I feel I am quite sympathetic 
with their problem and I would certainly like to help them. 

My questioning was along the same line as Mr. Simpson’s, especially 


the suggestion made by Mr. Noonan. It certainly applies here. I 
think we ought to have that wormed out pretty well. 

Mr. celia KeENRIDGE. Mr. Chairman. 1 had some more that I wanted to 
add to that concerning other iad of the bill with respect to this 
industry. 

The Cnatrman. All right. 

Mr. Breckenrince. Continuing on that same point, though, I think 
it is very significant that the present Chairman of the Commission, 
Commissioner Brossard, went into that point of what is an American 
industry very clearly in his dissenting opinion in the wood-screw case. 

The CHAIRMAN. I remember that. 

Mr. Breckenripce. He pointed out specifically that there was a 
considerable difference of opinion among the Commissioners and that 
the Congress should clarify that point. If it has not already been 
put in the record, I think it might be well to include in the record a 
copy of Commissioner Brossard’s dissenting opinion in the wood-screw 
Case. 

The CuarrmMan. Part of it is in there. I do not know whether it is 
all in there or not. 

Mr. Coorrr. I think it is all in there. 

Mr. BreckenripGe. That is fine. 

(The material referred to appears on p. 257.) 

Mr. BreckenrRIDGE. Another thing that concerns us very much in 
this industry is that it is a very small industry. There are only four 
companies producing safety pins, and they are very small relative 
to big mass-production industries like the automobile industry. We 
very much fear that relatively small industries of our kind must 
rely upon Congress for relief—that is, a clarification of the law so 
relief, if justified, can be obtained through the Tariff Commission. 

If discretion is left in the White House on this matter which is a 
legislative function of controlling foreign trade, we feel that those 
who administer that discretion in the State Department would fre- 
quently say it a snot make any difference whether we produce safety 
pins or not, and a thousand other commodities one could mention. 
They would be perfectly willing to sacrifice the safety-pin industry 
an other similar industries for some preconceived overall good of 
the world or national interest. 
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That is the reason we fee] very strongly that the findings of the 
Commission should be made binding and any deviation from those 
findings should be authorized by Congress onh 
The other provisions of the bill which are of extreme Importal 


o this industry are: 


Section oob dealing \W ith costs Phat section 9 in the S mp 0 
bill. It would not change the law inv but would trike out “au sentence 
i j E 29f ahall 3 . 
1 the Trade Agreements Act which says section 356 shal ot apply 
when a commodity is in a trade agreement 


That section authorizes an increase of taritis up to » percent ibove 
the 1930 level if necessar v to equalize the dif ‘semen teats ween foreign 

. domestic cost of produe tion. 

1. addition to being legally anes on items in a trade agree 
ment, since ‘that sentence was put in the Trade Agreement ict, the 
[Tariff Commission has treated cee 336 as a dead letter. In most 
cases they have refused to investigate even in cases that are not 1 
cluded in a trade agreement. 

I notice that the amendment in section 9 of the Simpson bill o 
section 336, howevel I, does not make it mandatory for the Commission 
to make an investigation. I feel the committee should consider, 
being consistent with the procedure provided in escape clause and 
peril-point provisions, making it mandatory that the Commission shal 
nvestigate upon application of a domestic industry. 

Section 337 is also very important. That deals with unfair-trade 
practices. That is in section 10 of the Simpson bill. There again, 
for many years the Tariff Commission has refused to make ny hi 
vestigations, and an industry is without effective relief even though 
the relief is provided for in the statute. We favor very much the 
Simpson sietet aii making it mandatory that the Commission invest 
gate and making the findings of the Commission final and binding. 

The Crrarrmman. May I ask this question: Do you favor all the pro 

isions of the Simpson bill? 

Mr. Breckenrince. This industry favors all of the provisions with 
the exception of section 13, dealing with specific commodities. On 
that section they are neither for nor against it because they do not 
fee] they know enough of the facts surrounding petroleum. 

The CHatrMan. Is that the only part! ? 

Mr. Breckenrincr. That is the only part of the bill that we ar 
not in  toaeer ios 

The Cuarrman. That being the case you would not need to spe 
cifically refer to each section that you are for. I am trying to save 
time. I do not want to foreclose you from making a complete 
explanation. 

Mr. Breckenripae. In addition to that. I have a statement we have 
prepared in connection with the Antidumping Act which section 12 
of the Simpson bill modifies by taking out the injury requirement. 
I have a statement here entitled “Legal Duties and Functions Under 
the Antidumping Act, 1921.” That statement shows how. through 
the injury requirement, the Treasury Department has practically 
ignored the law entirely. 

The CrHarrmman. That point has been pretty thoroughly covered. 
You may insert that in the record. : . 
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(The material referred to follows:) 





LEGAL DuTIES AND FUNCTIONS UNDER THE ANTIDUMPING AcT, 1921 














(Prepared by Pope, Ballard & Loos; Karl D. Loos, John Breckinridge, John 


F. Donelan, attorneys, Washington, D. C., April 5, 1952) 



















I. 





BACKGROUND. 





STATUTORY 





During the period after World War I, American producers and the domestic 
markets of the United States were seriously threatened by a flood of materials 
from foreign origins, offered in the United States at amounts considerably 
below fair value. The situation was thoroughly investigated by the Congress 
of the United States, which acted in a forthright manner by the enactment of 
the Antidumping Act, 1921, now found in title 19, section 160 to 173 of the 
United States Code. 

The fundamental approach taken in this law was to offset these abnormally 
low prices. This unfair competition by foreign exporters was met by the im- 
position of a special duty equal in amount to the difference between fair value 
as defined and the price at which such goods were coming on the American 
market. 

The two basie provisions in the Antidumping Act, 1921 are found in sections 
160 and 161. The former provision is aimed at determining whether the pro- 
hibited type of dumping is occurring. The latter provision provides for the 
imposition of the special dumping duty when a dumping violation actually has 
been discovered 

Section 160 (a) provides for a dumping investigation in the following language : 

“Whenever the Secretary of the Treasury (hereinafter called the ‘Secretary’), 
after such investigation as he deems necessary, finds that an industry in the 
United States is being or is likely to be injured, or is prevented from being es- 
tablished, by reason of the importation into the United States of a class or kind 
of foreign merchandise, and that merchandise of such class or kind is being 
sold or is likely to be sold in the United States or elsewhere at less than its fair 
value, then he shall make such finding public to the extent he deems necessary, 
together with a description of the class or kind of merchandise to which it ap- 
plies in such detail as may be necessary for the guidance of the appraising 
officers.” [Emphasis added. ] 

The question naturally arises as to whether the Congress provided any ma- 
chinery to cover the interim from or prior to the commencement of the investi- 
gation by the Secretary of the Treasury and the issuance of his finding. The 
draftsmen of the law were keenly aware that considerable harm could be done 
during such interim if dumped merchandise were allowed to pass into the 
United States without restriction. In consequence, section 160 (b) provides: 

“Whenever, in the case of any imported merchandise of a class or kind as to 
which the Secretary has not so made public a finding, the appraiser or person 
acting as appraiser has reason to believe or suspect, from the invoice or other 
papers or from information presented to him, that the purchase price is less, or 
that the exporter’s sale price is less or likely to be less, than the foreign market 
value (or, in the absence of such value, than the cost of production) he shall 
forthwith, under regulations prescribed by the Secretary, notify the Secretary of 
such fact and withhold his appraisement report to the collector as to such mer- 
chandise until the further order of the Secretary, or until the Secretary has made 
public a finding as provided in subdivision (a) in regard to such merchandise.” 
[Emphasis added. ] 

The Antidumping Act, 1921, then provides in section 161 for the assessment of 
a special dumping duty to offset the unfair competition of foreign exporters sell- 
ing below fair value. The heart of section 161 is found in subsection (a), which 
provides: 

“In the case of all imported merchandise, whether dutiable or free of duty, of 
a class or kind as to which the Secretary of the Treasury has made public a find- 
ing as provided in section 160 of this title, and as to which the appraiser or person 
acting as appraiser has made no appraisement report to the collector before such 
finding has been so made public, if the purchase price or the exporter’s sale price 
is less than the foreign market value (or, in the absence of such value, than the 


1 All statutory references herein are to the U. S. Code unless otherwise indicated 




















































TRADE AGREEMENTS EXTENSION ACT OF 1953 521 


eost of production) there shall be levied, collected, and paid, in addition to the 
duties imposed thereon by law, a special dumping duty in an amount equal to 
such difference.” 

A reading of the Antidumping Act, 1921, leaves no doubt but that Congress 
enacted this legislation to solve a particular and critical problem of American 
producers, and in passing this statute had accomplished its end. Judge Garrett, 
of the United States Court of Customs and Patent Appeals, commenting on this 
antidumping law, has observed: 

“It is evident from the history of this legislation, as same appears of record, 
that Congress exercised great care in drafting and considering it. This anti 
dumping law was an innovation in customs legislation” (United States v. Central 
Vermont Railway Co. (17 C. C. P. A. (Customs) 166, 179) ). 


II. PETITIONS OF THE CALIFORNIA ALMOND GROWERS EXCHANGE UNDER THE 
ANTIDUMPING ACT 
A. Spanish almonds 


On March 4, 1952, the California Almond Growers Exchange submitted a peti 
tion to the United States appraiser of merchandise at New York to issue notices 
of suspected dumping and notices of withheld appraisement reports with respect 
to almonds imported from Spain. 

The petition set forth in considerable detail the basis of the exchange’s com 
plaint and was supplemented by additional data submitted in writing by the 
exchange on March 21, 1952. 

Mr. John Breckinridge, as attorney for the California Almond Growers Ex 
change, personally conferred in New York with Deputy United States Appraiser 
of Merchandise Meyerson, and discussed in further detail the evidence, indicating 
a flagrant situation coming squarely under the ban of the Antidumping Act, 1921 

New York is the port of entry of approximately 90 percent of the almonds 
received in this country from Spain. It is the domestic market which absorbs 
more than 60 percent of American almond production. New York is therefore 
the principal area of competition between foreign and domestic almonds. 

The deputy United States appraiser of merchandise at New York further ad 
vised Mr. Breckinridge that, upon orders from the Bureau of Customs at Wash 
ington, United States appraisers at the various ports of this country were no 
longer authorized to perform any functions under the Antidumping Act. It was 
indicated that, to the extent these functions and duties created and imposed by 
the act are presently being carried out, if at all, they are being performed at the 
Treasury Department in Washington. 

B. Italian almonds 

The California Almond Growers Exchange also many, many months ago, in 
June of 1951, filed a similar complaint against almonds of Italian origin. This 
petition demonstrated quite clearly another situation in violation of the Anti 
dumping Act, 1921. 

Over 9 months have elapsed since the filing of that petition and the California 


Almond Growers Exchange has not so much as received an acknowledgement 
It is common knowledge that there exists and has existed an oversupply of 
domestic almonds in terms of the needs of the American market. Recoenizing 


this the Tariff Commission has imposed an additional 10-cent duty on for:ign 
almonds. The marketing orders of the Department of Agriculture have directed 
that 25 percent of American almond production is surplus, to be diverted to 
noncompetitive channels such as oil or animal feed. As recently as March 26, 
1952, the Federal Government announced its intention to subsidize over 7 m'llion 
pounds of almonds to remove them from the oversupplied United States market 
This additional diversion to oil or animal feed will cost this Government over 
$2 million. 

The Antidumping Act does not in any way affect the right of foreign exporters 
or American importers to bring in merchandise of foreign origin at their fair 
value. It is only the international unfair trade practice of “dumping” below fair 
value that is restricted. 


Ill. THE FUNCTIONS AND DUTIES OF APPRAISERS UNDER THE ANTIDUMPING ACT ARE 
LEGALLY BINDING DESPITE EFFORTS OF THE BUREAU OF CUSTOMS TO CIRCUMVENT 
THE ACT 


At the moment the operations of the Treasury Department in performing the 
duties and functions imposed by section 160 (b) of the Antidumping Act are a 
complete mystery. 
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Any explanation that the functions and duties of the appraisers or the persons 
acting as appraisers have been transferred to the Secretary of the Treasury 
under Reorganization Plan No. 26 of 1950, merely scratches the surface. On 
analysis it proves incorrect. 

Section 1 of Reorganization Plan No. 26 of 1950 (5 U. 8S. C. 1332-15) provides: 

“Transfers of functions to the Secretary: 

“(a) Except as otherwise provided in subsection (b) of this section, and sub- 
ject to the provisions of subsection (c) of this section, there are hereby trans 
ferred to the Secretary of the Treasury all functions of all other officers of the 
Department of the Treasury and all functions of all agencies and employees of 
such Department.” 

Subsection (b) relates to functions of hearing examiners in the Department 
of the Treasury, insofar as they are affected by the Administrative Procedure 
Act, and functions vested in the Comptroller of the Currency. Subsection (c) 
relates to the status of the Coast Guard. Section 2 of Reorganization Plan No 
26 empowers the Secretary of the Treasury to delegate functions to any other 
officer, agency, or employee of the Department of the Treasury. 

By Treasury Department Order No. 120, dated July 31, 1950, 15 Federal Register 
6521, the Secretury of the Treasury redelegated such functions and duties to 
the persons who exercised them prior to the enactment of Reorganization Plan 
No. 26. 

Treasury Department Order No. 120 is rather brief and states: 

“By virtue of the authority vested in me by Reorganization Plan No. 26 of 
1950, it is directed that officers, employees, and agencies of the Treasury De- 
partment shall continue to perform the functions they were authorized to per 
form immediately prior to the effective date of the reorganization plan, and 
authorized regulations and procedures in effect immediately prior to the effective 
date of the reorganization plan shall continue in effect until changed by the ap- 
propriate authority. 


[SEAL] JoHN W. SNYDER, 
Secretary of the Treasury 


No change thereafter, in accordance with law, has been found. 

There is no person at the port of New York who is performing the functions 
of appraiser under the Antidumping Act. It is unlikely that the Secretary of 
the Treasury himself is undertaking the duties personally in New York. All 
efforts by Mr. Breckinridge to determine from the Bureau of Customs who is in 
fact carrying on these duties have been rebuffed. Indeed, Mr. Breckinridge was 
told by the deputy United States appraiser that the regulations under the Anti 
dumping Act had recently been amended, but the changes could not be revealed 
to the public because they were classified as “restricted material.” 

President Truman in his May 31, 1950, message to Congress transmitting 
Reorganization Plan No. 26, stated it was prepared pursuant to Reorganization 
Act of 1949. 

Nowhere in Reorganization Plan No. 26 is there any language rescinding, 
modifying, superseding, or abolishing the functions of appraisers as set forth 
in section 160 (b) and section 161 of the Antidumping Act, 1921; the functions 
were merely transferred to the Secretary of the Treasury. As stated, Treasury 
Department Order No. 120 retransferred the functions back. No net change 
resulted. 

It can be stated categorically that the duties and functions of appraisers under 
the Antidumping Act are still in effect. Reorganization Act of 1949, title 5, 
section 133z-7 provides in subsection (a) (1): 

“Any statute enacted, and any regulation or other action made, prescribed, 
issued, granted, or performed in respect of or by any agency or function affected 
by a reorganization under the provisions of sections 133z-133z—15 of this title, 
before the effective date of such reorganization, shall, except to the extent 
rescinded, modified, superseded, or made inapplicable by or under authority of 
law or by the abolition of a function, have the same effect as if such reorganiza- 
tion had not been made; but where any such statute, regulation, or other action 
has vested the function in the agency from which it is removed under the plan, 
such function shall, insofar as it is to be exercised after the plan becomes effec- 
tive, be considered as vested in the agency under which the function is placed by 
the plan.” [Emphasis added.] 

This shows that beyond any doubt Reorganization Plan No. 26 did not abolish 
the duties of appraisers in appropriate cases of issuing notices of suspected 
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dumping and of withholding appraisement reports, pursuant to the Antidumping 
Act. 

This is entirely to be expected. It would be startling indeed if such carefully 
considered legislation as the Antidumping Act, 1921, were to be eviscerated and 
nullified by Reorganization Plan No. 26, which was in effect no more than a 
“housekeeping” enactment relating to a department of the executive branch 
of the Government. 


THE INVESTIGATION-FINDING PROCEEDING PROVIDED FOR IN THE ANTIDUMPING 
OCONSTITUTES RULEMAKING UNDER THE ADMINISTRATIVE PROCEDURI ACT 


As was pointed out previously in this memorandum, under section 160 (a) of 
the Antidumping Act, whenever the Secretary of the Treasury finds upon investi 
gation that an industry in the United States is being or is likely to be injured, 
or is prevented from being established, by reason of the importation into the 
United States of a class or kind of foreign merchandise, being sold or likely to 
be sold in the United States or elsewhere at less than its fair value, the Secre 
tary must make a finding to that effect. Thereafter, special dumping duties 
must be imposed upon imports of the merchandise within the scope of such find 
ing when sold below fair value. 

This process is clearly within the term “rulemaking” as defined in tith 
section 1001 (c) of the Administrative Procedure Act: 

“*Rule’ means the whole or any part of any agency statement of general or 
particular applicability and future effect designed to implement, interpret, or 
prescribe law or policy or to describe the organization, procedure, or practice 
requirements of any agency and includes the approval or prescription for the 
future of rates, wages, corporate or financial structures or reorganizations thereof, 
prices, facilities, appliances, services or allowances therefor or of valuations, 
costs, or accounting, or practices bearing upon any of the foregoing. ‘Rule 
making’ means agency process for the formulation, amendment, or repeal of a 
rule.” 

Under section 160 (b) the Secretary of the Treasury in making his finding as 
to dumping is implementing law and policy under the Antidumping Act and is 
most certainly engaging in rule-making under the Administrative Procedure Act 

The Administrative Procedure Act further provides in section 1003 (d) : 


“PETITIONS 


“(d) Every agency shail accord any interested person the right to petition for 
the issuance, amendment, or repeal of a rule.” [Emphasis added. ] 

The Administrative Procedure Act became law more than 5 years before the 
filing of the petition and complaint of the California Almond Growers Exchange 
against Italian almonds. The failure of the Department of the Treasury even 
to acknowledge the petition and the refusal of the Bureau of Customs to permit 
any discussion with personnel processing the petition reveal a contemptuous 
disregard of the right given to the California Almond Growers Exchange by 
section 1008 (d) above quoted. 

The Treasury Department may contend that one of the exceptions to the 
provisions relating to rule-making is where a “foreign-affairs function” is in- 
volved. Let that objection be set aside once and for all. Senate Report No. 752 
pertaining to the Administrative Procedure Act, issued by the 79th Congress, ist 
session, at page 13 states: 

“The phrase ‘foreign-affairs functions,’ used here and in some other provisions 
of the bill, is not to be loosely interpreted to mean any function extending beyond 
the borders of the United States but only those ‘affairs’ which so affect relations 
with other governments that, for example, public rule-making provision would 
clearly provoke definitely undesirable international consequences.’ [Emphasis 
added. ] 

Here, we are concerned in the final analysis with a situation at American ports 
of entry; action is taken pursuant to a statute enacted by Congress to protect 
domestie industry. 

Both complaints of the exchange—the one against Italian almonds and that 
against Spanish almonds are properly before the Treasury Department as a 
matter of law. Under the Antidumping Act and under a program of con- 
scientious enforcement of that law, the submission of such petitions and the 
information contained should be welcomed by the Secretary of ine Treasury and 
his Department in the performance of their duties, not be resisted or ignored. 
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The California Almond Growers Exchange, producing 70 percent of the almonds 
grown in the United States is an interested person in connection with what is in 
substance a petition for a rule relating to the dumping of foreign almonds in the 
United States under the Antidumping Act, 1921. 


Vv. THE AMERICAN PUBLIC IS ENTITLED, PURSUANT TO THE ADMINISTRATIVE PRO 
CEDURE ACT, TO KNOW THE PROCEDURES UNDER THE ANTIDUMPING ACT CURRENTLY 
EMPLOYED BY THE TREASURY DEPARTMENT 


Chapter XII of the Customs Regulations of 1937 issued by the Bureau of 
Customs in the past set forth the “procedure under Antidumping Act.” A study 
of chapter XII indicates that substantial duties were imposed upon the United 
States appraisers. Essentially the same provisions are found in the Code of 
Federal Regulations, title 19, sections 14.7 to 14.17. 

Nevertheless, according to Deputy United States Appraiser Meyerson at New 
York, appraisers are not carrying out their functions under the Antidumping 
Act, on specific orders from the Bureau of Customs in Washington. The con- 
tention that pursuant to Reorganization Plan No. 26 the duties and functions of 
the United States appraisers are vested in the Secretary of the Treasury has 
previously been discussed and need not be reiterated. However, this point should 
be borne in mind. Repeated and persistent efforts by Mr. Breckinridge in behalf 
of the exchange to ascertain what procedures currently govern notices of sus 
pected dumping and withholding of appraisement reports have been turned aside 
by the Bureau of Customs in Washington. The published regulations are not 
being followed; the regulations actually in use are concealed from American 
producers by an arbitrary administrative officialdom. The Treasury Department 
has shrouded this entire subject in an “iron curtain” of secrecy. The matters 
set forth in the Federal Register of July 19, 1951, 16 Federal Register 6964, are 
no answer to this fundamental objection. In describing the duties and functions 
of appraisers, the Antidumping Act is not even mentioned. 

This directly and substantially affects American industry. There is nothing 
reqinring secrecy; the very opposite is true—the public interest requires ade 
quate information, 

This curtain of secrecy is in direct conflict with section 1002 of the Adminis 
trative Procedure Act which states: 

“Except to the extent that there is involved (1) any function of the United 
States requiring secrecy in the public interest or (a) any matter relating solely 
to the internal management of an agency: 

“(a) Every agency shall separately state and currently publish in the Federal 
Register 

(1) deseriptions of its central and field organization including delegations 
by the agency of final authority and the established places at which, and 
methods whereby, the public may secure information or make submittals 
or requests ; 

(2) statements of the general course and method by which its functions are 
channeled and determined, including the nature and requirements of all 
formal or informal procedures available as well as forms and instructions as 
to the scope and contents of all papers, reports, or examinations; 

(3) substantive rules adopted as authorized by law and statements of gen- 
eral policy or interpretations formulated and adopted by the agency for the 
guidance of the public, but not rules addressed to and served upon named 
persons in accordance with law. No person shall in any manner be re- 
or resort to organization or procedure not so published.” [Emphasis 
added. 

It is obvious that the Congress here sought to keep the American public ade- 
quately informed as to the procedures of administrative agencies. The attitude 
and current practices of the Treasury Department, Bureau of Customs, under 
the Antidumping Act make a travesty of this provision. 

The present situation is an intolerable one from the point of view of American 
industry threatened with injurious dumping of foreign merchandise. For the 
guasi-paralysis of the United States appraiser at New York and appraisers at 
other ports removes the protection to American industry normally afforded by 
the Antidumping Act, 1921. The present lack of any ascertainable procedure in 
use at the Treasury Department under the Antidumping Act has in effect re- 
sulted in a complete circumvention of the act. 
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vl. IN THE DETERMINATION OF THE AMOUNT OF SPECIAL DUMPING DUTIFS THE 
TREASURY DEPARTMENT IS OBLIGED TO ADHERE TO THE STATUTORY STANDARD 


In addition to inaction on the part of the Treasury Department there is 
another means whereby the purposes of the Antidumping Act may be frustrated. 
That is the use of an incorrect method of determining the amount of special 
lumping duty required pursuant to section 161 of the act. The language itself 
s clear. After the Secretary of the Treasury has made public a finding of 
dumping as provided in section 160 the appraiser or the person acting as 
ippraiser determines the amount of the special dumping duty, namely, the 
lifference between the purchase price or the exporter’s sales price and the 
oreign market value. 

In the instant case there is in Spain a substantial domestic market for 
ilmonds. How is foreign market value of Spartish almonds to be determined? 
This is covered in section 164, which provides: 

“For the purposes of sections 160 to 171 of this title, the foreign market value 
of imported merchandise shall be the price, at the time of exportation of such 
merchandise to the United States, at which such or similar merchandise is sold 
or freely offered for sale to all purchasers in the principal markets of the coun- 
try from which exported, in the usual wholesale quantities and in the ordinary 
course of trade for home consumption * * * In the ascertainment of foreign 
market value for the purposes of said sections no pretended sale or offer for 
sale, and no sale or offer for sale intended to establish a fictitious market, shall 
taken into account.” [Emphasis added. ] 

Wholesale prices in the ordinary course of trade for home consumption in the 
principal markets of Spain are the significant prices to be used in determining 
he special dumping duty, after the Secretary of the Treasury has found 
hat dumping is taking place. 

The foreign market value standard of measure must be used. The case of 
!. H. Cottman & Co. v. United States (20 C. C. P. A. (Customs) 344 (1932) ) in- 
volved raw phosphate imported by J. H. Cottman & Co. from Casablanca, 
Morocco, at the port of Baltimore in 1927 and 1928. The merchandise had been 
exported by an agency of the Government of Morocco. 

The Secretary of the Treasury had made a finding of dumping under the 
Antidumping Act. The United States appraiser had found the purchase price 
of the various importations of phosphate to range from $4 to $5 per ton and 
the foreign market values to range from $7.52 to $7.58 per ton on the date of 
exportation. A special dumping duty was imposed accordingly. The case 
reached the United States Court of Customs and Patent Appeals via the United 
States Customs Court. The appellate court concluded that the Customs Court 
below did not err and the judgment below against the importer was affirmed. 

The detailed analysis by the Court of Customs and Patent Appeals as to 
the measure employed in assessing the special dumping duty leaves no doubt 
that the statutory language means what it says. The appraiser or person 
acting as appraiser under the Antidumping Act has very specific responsibili- 
ties which may not be supplanted by vague formulas or glittering generalities. 
Presiding Judge Graham in his opinion stated: 

“It will be observed that several elements enter into a consideration of for- 
eign-market value under said section 205. First, the merchandise or goods 
similar thereto must be sold or freely offered for sale to all purchasers. Second, 
the goods must be so sold or offered in the ordinary course of trade. Third, it 
must be so sold or offered for home consumption, or, in the alternative, for 
exportation to countries other than the United States” (p. 353). 

The importer unsuccessfully sought to obtain a reversal of this decision, 
but the Supreme Court of the United States denied certiorari (289 U. S. 750 
(1982) ). 

That the function of appraisement under the Antidumping Act is a very real 
and tangible one is also illustrated by another case, 0. J. Tower & Sons v. United 
States (71 F. 2d 438 (C. C. P. A., Customs) (1934)). In this case an appraise- 
ment by the United States appraiser was rejected by the court because no valid 
appraisement of the goods in question, and no ascertainment of foreign market 
value or cost of production had in fact been made by the appraiser. 
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VII. THE POLICY OF THE ANTIDUMPING ACT MAY NOT BE DEFEATED BY THE USE OF 
UNREALISTIC, MANIPULATED RATES OF EXCHANGE IN THE CONVERSION OF FOREIGN 
CURRENCY IN ASSESSMENT OF SPECIAL DUMPING DUTIES 


There are indications that the Treasury Department has an erroneous con- 
ception of the standard to be used in measuring the special dumping duties pro- 
vided for by the Antidumping Act. As has been shown the basic standard is the 
foreign-market value of the foreign merchandise—the price at which such mer- 
chandise or similar merchandise is sold or freely offered for sale to all purchasers 
in the principal markets of the country from which exported, in the usual whole 
sale quantities and in the ordinary course of trade for home consumption. In 
the instant case, the country involved would be Spain, which has a sizable 
domestic market in almonds. 

The Spanish Government has been engaging in manipulation of the exchang: 
rate between American dollars and Spanish pesetas. The present official rate 
of exchange is 10.95 pesetas per dollar. This is also the rate used in local trans- 
actions in Spain involving American dollars. However, in the case of certain 
commodities, and specifically in the case of almonds, the Spanish Government 
has been utilizing special, varying so-called export rates in which the number 
of Spanish pesetas per dollar is greatly increased when exportation of almonds 
is involved. 

In other words, let us say that the official rate of exchange is in effect, and 
dumping is found in the case of almonds from Spain. The Spanish Government 
then increases the rate of exchange between pesetas and dollars, by a special 
export rate specifically applicable to almonds. By this purely mechanical cur- 
rency manipulation, having nothing to do with the foreign market value of 
almonds in the ordinary course of trade within Spain, the special dumping 
duty could be avoided, if permitted. This would be done any time the occasion 
demanded, and the Antidumping Act could be twisted and turned with the 
changes by Spain in such special almond export rate. Congress intended no 
such absurd result. The reality is what counts. 

Bearing in mind that under 19 United States Code 164 the foreign market 
value, that is the market value in the markets of Spain, is the signilticant test 
Such artificial, changeable, fictitious special export rates on almonds must be 
rejected. The official United States-Spanish rate of exchange must be used, if 
the act is to achieve its manifest purpose. 

The Treasury Department would apparently rely upon the case of Barr v. 
United States (324 U. 8. 88 (1945) ), as a basis for utilizing such special export 
rates which exist entirely at the whim of the Spanish Government. 

With regard to this decision it is to be noted, first, the Antidumping Act was 
not involved in the Barr case, supra. A transaction entirely disconnected from 
the Antidumping Act was being considered, an ordinary duty assessment on 
goods paid for in British sterling bought on the free market from a New York 
bank. No special rate or rates of exchange created by foreign governments to 
frustrate the enforcement of a United States statute was before the court. 

Secondly, the Tariff Act of 1980—not the Antidumping Act, 1921—was the 
governing statute. Mr. Justice Douglas, writing for the majority, indicated the 
importance of the policy embodied in a statute in determining cases under the 
statute. At page 92 he indicated that when it could be shown that the policy of 
the statute might be defeated or impaired, a different result from the one 
reached would have occurred. 

Mr. Justice Frankfurter wrote a vigorous dissent, in which he was joined by 
Mr. Justice Black. (Mr. Justice Jackson did not participate in the consideration 
or decision of the case.) The primary concern of the dissenting justices was that 
the decision might be sweepingly applied in the delicate field of international 
finance. They realistically pointed out the unique characteristics of “* * * 
multiple rates for a single currency—with their effects upon the flow of goods 
and upon international economic relations and the opportunities they afford for 
highly organized manipulations of exchange * * *” (324 U. S. 83 at 97). 

A reading of the Bar case indicates quite clearly that it does not go beyond its 
own special facts. In the case of the Antidumping Act, 1921 the paramount pur- 
pose of the law is to protect American producers from dumping. This could be 
completely frustrated by the manipulation of currency exchange by foreign gov- 
ernments. Hence, to paraphrase Mr. Justice Douglas, the artificial special export 
rates created by fiat of the Spanish Government would defeat the policy of the act. 

The manipulations of the Spanish Government also come squarely within the 
ban of section 164 of title 19, excluding any sale or offer for sale intended to es- 
tablish a “fictitious market” in the ascertainment of foreign market value. 
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vVuUI. ARBITRARY AND CAPRICIOUS ACTION OR FAILURE TO ACT BY THE TREASURY DEPART 
MENT UNDER THE ANTIDUMPING ACT SUBJECT TO JUDICIAL CONTROI 


It is recognized that the methods of investigation under section 160 (a) of the 
Antidumping Act to a considerable degree are left to the judgment of the Secre 
tary of the Treasury. However, as was pointed out by the Court of Customs and 
Patent Appeals in the case of United States y. Central Vermont Railway Co. (17 
©. C. P. A. (Customs) 166 at 172 (1929)), in making his investigation 

“* * * The Secretary of the Treasury is mandatorily required to make public a 
finding upon which dumping duties may be assessed, in a certain contingency, 
namely, when, after investigation, he finds that an industry in the United States 
is likely to be injured, or is prevented from being established by reason of the 
importation into the United States of a class or kind of foreign merchandise, and 
that merchandise of such class or kind is being sold or is likely to be sold in the 
United States or elsewhere at less than its fair value. Jf he finds such conditions 
to exist, he has no choice, but must promulgate the order. He has a broad and 
liberal discretion in the methods he shall adopt in finding his facts; he has no 
discretion after the facts are found. In tinding the fair value of imported goods, 
he does no more than appraisers and collectors and ports have been doing for 
many years.” [Emphasis added. ] 

Clearly, to the extent that the duties of the Secretary of the Treasury under the 
Antidumping Act are ministerial, the Secretary’s actions are subject to judicial 
review under the Administrative Procedure Act (5 U. 8S. C. 1009). 

The same applies with even greater force to the functions of appraisers or 
persons acting as appraisers under the Antidumping Act. The duty, in appro 
priate cases such as the current situation relating to foreign importation of 
almonds of issuing notices of suspected dumping and of withholding appraisement 
reports on such almonds, is mandatory. 

The Administrative Procedure Act came into being after more than 10 years 
of careful study by the Congress of the United States. Its most fundamental! 
purpose was to curb the arbitrary exercise of power and abuse of authority by 
Federal administrative agencies. 

No longer may these administrative agencies run roughshod. As was stated by 
Circuit Judge Frank of the United States Court of Appeals for the Second Circuit 
in a case (under the immigration laws), Mastrapasqua v. Shaughnessy (180 F 
2d 999, 1002 (1950) ) : 

“Courts have no power to review administrative discretion when it is a reason- 
ably exercised * * * But, in appropriate circumstances, they can compel cor 
rection of an abuse of discretion or can compel an official to exercise discretion 
where he has obviously failed or refused to do so. * * *” [Emphasis added.] 

The failure of the Secretary of the Treasury even to acknowledge the petition 
filed under the Antidumping Act against the dumping of Italian almonds after 
the lapse of 9 months, the concealment presently existing as to the procedures 
being used by the Secretary of the Treasury and his Department under the act, 
and the intransigent refusal of representatives of the Bureau of Customs to 
permit representatives of the California Almond Growers Exchange even to dis 
cuss the matter with personnel charged with the handling of the case if indeed 
any action has been or is being taken, all combine to warrant the judicial sanc 
tion so effectively expressed by Judge Frank above. 


Ix. CONCLUSION 


It is a disturbing situation when it strongly appears that a department of the 
executive branch of the Government is ignoring the statutory mandate of the 
Congress of the United States. It is the function of the executive branch of the 
Government to enforce the laws of the United States, not to ignore them. The 
Antidumping Act is still a law upon the statute books of the United States which 
must be enforced. The “dumping” of Italian and Spanish almonds must be 
stopped, and the sanctions of the antidumping law applied now. The injury to 
American producers must be checked forthwith. We have not reached the stage 
in this country where acts of Congress are repealed by the executive branch of 
our Government. Congress has been ignored long enough. 


The Cuarrman. Any other questions? 
Mr. Cooper will inquire. 
Mr. Coorrr. Let me ask one question for information. 
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Did I understand you correctly to state that you were requested to 
present certain information to the Tariff Commission and declined to 
present it ¢ 

Mr. Breckenrince. No. The letter from the Commission said tha 
we will treat your application as improperly filed and do nothing 
about it unless you submit the following information by February | 

That information concerned the production, employment, and 
profits of companies with respect to products other than the one unde: 
investigation. We did not file it, and consequently no investigatio 
was made. However, we had submitted complete information wit 
respect to safety pins. In order that the committee can judge that fo: 
themselves, Mr. Dailey has offered to supply a complete copy of the 
application as filed with the Commission. 

Mr. Coorrr. The information requested by the Tariff Commissio 
did not involve any trade secrets or any information that would injure 
your company by presenting it, did it? 

Mr. Breckenrivce. It involved information which we did not thin! 
relevant to the investigation on safety pins. 

Mr. Coorrr. That is not thé question I asked you. 

Mr. Brecxenrince. It involved information which was confidential ; 
yes. However, it could have been submitted on a confidential basis 
under the Commission’s rules. 

Mr. Coorrer. The rules permit the submission of confidential info: 
mation that is kept confidential; do they not 

Mr. Breckenriver. That is correct, Congressman Cooper. 

Mr. Coorer. Thank you. 

The Cuarrman. We thank you for your information. 


Mr. Breckenriner. We thank you for the opportunity of : appearing 

The Cuamman. The next witness will be Mr. J. J. Carr, vice presi 
dent of the Risdon Manufacturing Co., of Naugatuck, Conn. 

Mr. Carr, you may give your name and the purpose of you 
appearance, 


STATEMENT OF JOHN J. CARR, VICE PRESIDENT, THE RISDON 
MANUFACTURING CO., NAUGATUCK, CONN. 


Mr. Carr. Mr. Chairman, my name is John J. Carr, and I appea: 
here today on behalf of the Risdon Manufacturing Co. of which | 
am vice president. 

I think, Mr. Chairman, before I read this report I would just like 
to make my appearance clear in view of Mr. Dailey’s appearance. 

Mr. Dailey represented some other safety-pin manufacturing com 
panies. We decided that we would appear separately, although we 
did appear on that application that Mr. Breckenridge mentioned as a 
safety-pin company. 

I am going to talk pretty much on the same subject, and I wanted 
to make that point clear. The subject is of such vital importance to 
us that we felt compelled to make a separate appearance. 

My company is located in Naugatuck, Conn. We manufacture 
safety pins and other small products made of metal and wire. In 
my statement today I am going to try to familiarize you with the ad- 
verse and destructive effects of excessive and unfair imports of safety 
pins from low-cost foreign countries. I do not wish to convey the 
idea that I am particularly well qualified to discuss in detail the law 





TRADE AGREEMENTS EXTENSION ACT OF 1953 529 


and its administration but I do feel that there are certain parts of the 
Simpson bill, H. R. 4294, which, if adopted, would make it possible 
for us and other manufacturers to receive relief. Up to the present 
date this relief has not been forthcoming. 

I would like to give you the following brief statements regarding 
the safety-pin industry here in this country. 

1. The American safety-pin industry is being seriously damaged by 
foreign competition. 

2. Today popular types of packages of safety pins are being sold 
at 40 percent below our selling prices to our customers. 

3. In addition, some of these packages contain as much as 18 percent 
more pins than our packages. 

4. The selling prices of foreign-made pins are very substantially 
under our factory costs. 

5. Wages paid in foreign countries for the making of these pins 
are about 35 cents to 40 cents per hour. We average about $1.75 per 
hour. 

6. American factories making safety pins maintain high working 
standards and pay wages comparable to other industries in their 
localities. 

7. All of these companies, including our own, have very substantial 
capital investments in special automatic machinery. 

8. It should be recognized that safety pins are very essential at all 
times for public health and sanitation. 

9. During war periods, when imports are not available, we manu- 
facturers are called upon for maximum output, particularly for mili- 
tary use. 

10. These peak requirements have resulted in our facilities being 
far in excess of the normal requirements of the United States market. 

11. Our equipment is fully automatic as is the foreign-production 
equipment. The production efficiency is substantially the same both 
here and abroad, 

12. Tariffs on safety pins have been reduced over the past years. 
{n 1930 the duty was 35 percent. ‘Today it is 221% percent. 

13. Imports of safety pins have increased tremendously in recent 
years. Before World War II they were less than 10 percent of 
American sales. They have recently gone as high as 25 percent and 
on bulk steel safety pins they have increased to as much as 35 percent 
of our sales. 

14. All of this has had a tremendous adverse effect on our sales and 
naturally has compelled us to reduce our production and employment. 

15. Our plant for some time has been working on reduced hours 
and the take-home pay of our employees has been sharply cut. 

16. Many of these employees have been with us for many years— 
20 and 25 in some cases. Their life work has been in this type of 
manufacture and their future looks very dim. 

17. All of this results in our being forced to sell today certain sizes 
of safety pins below our cost to meet this foreign competition. 

18. If nothing is done to enable us to get relief, our company will 
be forced to close up their safety-pin division. 

19. We do not fear fair competition—in fact, we welcome it—but 
with our wages being more than four times those of our foreign com- 
petitors plus many fringe benefits which we give, we are put in a 
coaaieael uncompetitive position. 
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We have applied to the Tariff Commission for an investigation and 
relief under the escape clause. However, the Tariff Commission re- 
fused to even make an investigation of our case on the ground that 
the application was “not properly filed.” 

In summing up our problem, it appears to us that the extension of 
the Trade Agreements Act as is would mean that we would have very 
little hope, if any, of getting this necessary relief. 

We feel that Congressman Simpson’s bill, H. R. 4294, would pro 
vide certain safety valves and stopgaps which would be very helpful 
to us in getting our case properly considered by the Tariff Commission. 

To be more specific, we feel that a properly established Tariff Com 
mission which is well qualified to thoroughly analyze our tariff prob- 
lems should have the final say in establishing the various escapes and 
peril points. 

We feel that this Commission was set up to be an agency of Con- 
gress. However, in the past, it is evident that their findings have 
been overruled by the executive branch of the Government. 

H. R. 4294, in our opinion, covers this point amply and we sincerely 
hope that that portion of the bill will be adopted. 

I thank you. 

The CuammaNn. Does that complete your statement ? 

Are there any questions? 

Mr. Sadlak will inquire. 

Mr. Saviak. I have no question, but it is manifest to me that thus 
far in these hearings we have had a constant parade of Connecticut 
industries and all relate an injury. I am looking forward to having 
one come before this committee before these hearings are concluded 


to show me what benefits Connecticut has reaped from the rec iprocal 
trade agreements. 

The CuatrmMaN. We thank you for your appearance and the infor- 
mation that you have given to the committee. 

The Crarman. The next witness will be Mr. Walter W. Mueller, 
vice president of the Penzel Mueller & Co., Inc., Long Island City, 
a. 


STATEMENT OF WALTER W. MUELLER, VICE PRESIDENT, PENZEL 
MUELLER & CO., INC., LONG ISLAND, N. Y. 


Mr. Murtier. My name is Walter W. Mueller. I am vice president 
of Penzel Mueller & Co., Inc., Long Island City, N. Y. I am appear- 
ing on behalf of the American band instrument manufacturers. 

This industry supplies such necessary educational, cultural, and 
morale raising elements of our national life as school, college, and 
professional, Armed Forces bands and orchestras. There are ap- 
proximately 36,000 bands and orchestras in the United States. It is 
estimated that the industry employs approximately 2,750 highly 
skilled workmen and its sales in 1952 were estimated at approximately 
$15 million. 

The tariff policy of the United States Government for the past 17 
years, and particularly since the end of World War IT, has placed the 
century-old United States band instrument manufacturing industry 
into a position which more recently has resulted in dissolution of a 
score of formerly prosperous and efficient band instrument manufac- 
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turing enterprises. The rest of the industry has been brought to the 
very brink of extinction. 

The inevitable complete destruction of this domestic industry, predi- 
cated upon the tremendous acceleration of imports of foreign made 
band instruments into the United States, is due to the lowering of 
tariffs to a point which eliminates all competition by domestic manu- 
facturers with imported instruments. 

Since the enactment of the Tariff Act of 1930, the Government pro- 
gressively lowered the t a on band instruments from 40 percent ad 
valorem to the present 15 percent ad valorem. This tariff policy of 
the United States Government was followed despite the well-known 
fact that 85 percent of the cost of manufacturing band instruments con- 
sists of cost of labor. The cost of labor to domestic manufacturers 
is from 320 to 530 percent higher than such costs to any foreign manu 
facturer of band instruments exporting to the United States. This 
high labor quotient of 85 percent is singularly significant upon com- 
parison of wages paid in the domestic band instrument industry and 
in the foreign band instrument industries which export to the United 
States. 

The data I shall cite constitutes the total cost per man-hour of labor 
to domestic and foreign band instrument manufacturers. That is, ac- 
tual wages plus social-security benefits, sickness and health benefits, 
accident insurance, family allowances, and any other benefits and/or 
allowances provided by law, as of 1950. This is the latest available 
data for comparison purposes and it was obtained from the official 
statistics of the Bureau of Labor Statistics, United States Department 
of Labor. 

The rates of the different countries follow. Czechoslovakia has been 
excluded because the duty on imports from Czechoslovakia have gone 
back to the original 40-percent rate. 


Total labor cost per man-hour 


| j 
Country Minimum | Maximun Youn try Minimum | Maximum 
i 


United Stetes $1.19 $20.7 Itely $0. 29 
Gre t Britain —— 16 42 Germany 37 
France - 37 60 


The members of this committee will readily recognize that the do- 
mestic band instrument industry cannot hope to compete for any 
reasonable period of time with foreign instruments manufactured 
under such wage scales and entering the United States at a mere 15 
percent ad valorem tariff. In fact, in most instances the laid-down 
cost at New York of an imported band instrument, that is to say, the 
instrument plus manufacturer’s profit, together with ocean freight 
and customs duty, is considerably below the mere production cost of 
domestic band instruments. While the tariff reduction of 1936 reduced 
domestic manufacturers to marginal producers vis-a-vis foreign com- 
petition, the effect of the tariff reductions under the General Agree- 
ment on Tariffs and Trade has been a radical reduction of manufactur- 
ing of band instruments in the United States. Furthermore, it leaves 
the remaining domestic band instrument manufacturers no choice but 
to cease manufacturing altogether within the immediate future. 


32604—53 
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The lowering of the tariff has produced an influx of foreign band 
instruments at a scale which can best be visualized by reading the 
official data of the Bureau of the Census on the importation of band 
instruments. I am a woodwind manufacturer and, of course, most 
interested in, and familiar with, the importation of woodwind instru 
ments which is the largest group of band instruments manufactured 
and sold in this country. So as not to burden the committee with too 
many statistics, I shall cite the imports of woodwind instrument 
during 4 specific years—1935, the last prior to the lowering of the 
basic tariff on band instruments; 1939, the last prewar year; 1949, th 
first year showing the results of the GATT tariff; and the past year, 
19: 52 : 


| 
Woodwind | Woodwind 
| instrurnents Value res instruments Value 


imported | imported 


6, 243 $80, 693 1949. _. 34, 251 $1, 058, 362 
26, 666 | 524, 516 |} 1952_._. j | 63,897 | 2, 288, 
| 


It can be seen that the imports have risen tremendously, and in a 
table later on we will see that the domestic production has decreased 
considerably. 

Imports of these instruments during 1937 to 1939 averaged 30 per 
cent of the domestic production; they rose to more than 200 percent 
of the domestic production during 1952. 

The tariff policy of the Government has placed foreign manufac- 
turers into a position to capture the entire United States market. 
They have captured most of it already, displacing old founded Amer- 
ican brands which would undoubtedly continue to be requested by cus- 
tomers but for the price differential afforded on foreign instruments. 
Foreign manufacturers fully intend to take advantage of this position. 
Their ] present advertising campaigns at unheard of dollar expenditures 
substantiates this conclusion. These advertising campaigns are sus- 
tained by the enormous profits realized from the United States market. 
Advertising space bought in trade magazines on behalf of these foreign 
instruments exceeds the combined advertising space of domestic manu- 
factured instruments by 850 percent. 

That is on a lineage basis. 

While the import of band instruments into the United States is 
wholly unrestricted at a tariff of only 15 percent ad valoren, the export 
of United States band instruments into foreign countries, which freely 
sell their instruments on the United States market, is all but impos- 
sible. The exporting foreign countries do not even permit model 
instruments to be imported. They protect their own interests by the 
most restrictive import and currency restrictions, having their own 
economy and the well-being of their industries foremost in their mind. 

The complete lack of tariff protection for the domestic band instru- 
ment industry presents a picture of utter despair and ruinous conse- 
quences to this century-old domestic industry. - 

The effect of the proposed legislation, H. R. 4294. All of the previ- 
ous trade agreements extension acts have been proven to be wholly 
inadequate to protect American industry from the unfair competition 
by the importation of commodities which are, in turn, sold on the 
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domestic market. Any contention that the escape clause of the Trade 
Agreements Extension Act of 1951 adequately provides measures of 
relief is merely wishful thinking. The records, to date, which deal 
with applications under the escape clause clearly sustain this position. 
Last Tuesday, April 28, the application for relief of the woodwind 
industry was "completely turned down by the United States Tariff 
Commission. 

The proposed legislation, H. R. 4294, provides the first workable 
measure for relief and protection of the domestic industries from un- 
fair competition by imports. 

It is interesting to note that favorable findings by the United 
States Tariff Commission covering applications for tariff relief under 
the escape clause, have, in general, been limited to those industries 
which, for all practical purposes, were already eliminated from the 
domestic market by foreign competition. Even in these cases, the 
findings and/or recommendations of the United States Tariff Com- 
mission were, in some instances, overruled by the Chief Executive. 
Obviously this nullification of the Chief Executive was motivated by 
political considerations. 

The present proposed legislation enables the United States Tariff 
Commission to discover injury to American industries prior to these 
industries being destroyed through foreign imports. Furthermore, it 
removes the question of relief, incidental to the injuries sustained, out 
of the scope of political expedie ney. It makes the determination of 
injury and the granting of relief therefrom, the responsibility and 
decision of a truly impartial quasi-judicial body. Also the proposed 
legislation restores to the United States Tariff Commission the respon- 
sibility of an effective, rulemaking arm of the Congress of the United 
States and reverses its present function of being merely a statistical 
and recommending body to which it has, at present, been reduced by 
the Trade Agreements Act. 

It would be unthinkable and folly if the finality of any decision 
of the Interstate Commerce or the Securities and Exchange Commis- 
sion depended upon approval, based on political considerations, of 
the Chief Executive of our Government. Is it not safer, and does 
not every reason lend itself toward placing final determination of 
injury to, and relief of, large segments of our American economy 
in the responsible hands of an impartial quasi-judicial body of experts 
so that a true decision will not be the result of political expediency ? 
Moreover, it seems essential that the United States Tariff Commis- 
sion itself should be composed of an uneven number of Commission- 
ers. The present membership composition of the Commission has 
resulted in more than a score of so-called tie decisions. Only through 
the enactment of the proposed legislation can American industries be 
assured of an impartial decision on the merits of applications for 
tariff relief and thereby prevent the ultimate destruction of our cen- 
tury-old industry. 

The Cuamman. Does that complete your testimony ? 

Mr. Mortirr. That is right. 

The Cuarrman. We thank you very much, sir, for your appearance. 

Are there any questions? 

Again I say, we appreciate your appearance and the information 
you have given the committee. 
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Mr. Mvuetier. I would like to make one further comment. 

In the official document which was received the day before yester- 
day the Tariff Commission actually admitted that injury had been 
done, not in so many words, there again perhaps preductionwise but 
not as far as the companies were concerned. In other words, no 
credit was given to the ability of the different companies to switch to 
other products or other activities in order to keep their profit margins 
alive. 

The Cuareman. I will ask one question. I think we are all aware 
that your company has sought the aid of the Tariff Commission, I be- 
lieve, under the ese ape clause and it has been decided adversely to you. 
That being the case, would you feel that, had the Simpson bill been 
the law, you would have suffered a dismissal of your case? 

Mr. Murruer. Yes, I believe that the Simpson bill would have af- 
forded proper guidance in making a decision, more so than the infor- 
mation or procedures that have been followed up to this point. I 
feel that we struck out with some pretty good competition. 

The Cuarmman. Very well. Thank you very much. 

The next witness is Mr. James M. Duffy, president, International 
Brotherhood of Operative Potters, East Liverpool, Ohio. 

We are very glad te see you here, Mr. Duffy. We would be very glad 
if you will just give your name and the purpose of your appearance 
to the reporter. 


STATEMENT OF JAMES M. DUFFY, PRESIDENT, INTERNATIONAL 
BROTHERHOOD OF OPERATIVE POTTERS, A. F. OF L., EAST 
LIVERPOOL, OHIO 


Mr. Durry. James M. Duffy, president, International Brotherhood 
of Operative Potters, A. F. of L. 

The CHarrMan. Proceed, Mr. Duffy. 

Mr. Durry. I speak for the great majority of the workers in the 
pottery industry through the International Brotherhood of Operative 
Potters, American Federation of Labor, of which I am president. 
These workers are intensely interested in the trade agreements pro- 
gram and therefore in H. R. 4294, which is before this committee. 

Our interest in this legislation arises from the practical fact 
that the pottery industry constantly faces very extensive competi- 
tion from imports. EDO range all the way from the cheapest ware, 
which comes from Japan, to the highest quality china, that comes 
from England and other European sources. The principal competi- 
tion is experienced in household tableware and in art pottery. Im- 
ports have increased greatly during the postwar period and represent 
over 30 percent of domestic pros. in household ware. 

We have a further interest in H. R. 4294, the Simpson bill, because 
of our experience with the escape jm “yy the present law. In 
1951 in my appearance before this committee, I said: 

We must have a real remedy, one that can be invoked with the assurance 
that a thorough investigation will be ordered and a serious effort made to 
provide a remedy. 

This requires a revision of the present clause and a rewriting of the admin 
istrative procedure governing it. 

The Trade Agreements Extension Act of 1951 did improve the 
escape clause and the pottery industry made an application under it 
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to the Tariff Commission for relief against continuing injury from 
imports. Our experience was no different from that of other in- 
dustries. We did not get relief. 

Believing that our industry and the employees who depend upon it 
for their livelihood are still exposed to foreign competition that is 
both eo and threatening of worse injury to come, we favor 
H. R. 4294, because it would improve the possibility of obtaining 
relief non the injury that we are experiencing from imports. 

We do not ask for exclusion of imports and recognize the need 
of importing as liberally as possible short of injury to our industry. 
For this reason, we suggest that the import quota provision of this 
bill be recognized as offering the best means of protection without re- 
stricting trade unnec essarily. Pottery imports come from countries 
with widely differing wage levels, all of them, of course, below our 
own. No rate of duty could be found that would offer the same de 
gree of protection against the imports from different countries. 

That is another reason why an import quota would be better. The 
difference in competitive levels of other countries would not give the 
low-standard countries an advantage in this market. 

We also support the reduction m the 1-year period allowed the 
l'ariff Commission to make its findings. Six months offers adequate 
time, provided, of course, that the Tariff Commission has a sufficient 
staff to handle its workload. In recent years the staff of the Com- 
mission has declined while the workload has increased. This condi- 
tion should be remedied. 

Another provision of H. R. 4294 that we support is the one that 
would change the Commission from an even to an odd number. We 
understand that all other rate-making commissions have an odd num- 
ber of members, and this makes sense. An even number of members 
leads too easily to a stalemate. The Interstate Commerce Commis- 
sion, the Federal Power Commission, and the Federal Communica- 
tions Commission all have an odd number of members. 

In recent months the Tariff Commission has divided along party 
line six times. This does not bode well for those who apply for relief. 
A deadlock means that no remedy is forthcoming. Certainly it is 
not good policy to set up a commission that, instead of doing positive 
work, ends nearly half the time in a deadlock. This represents a waste 
of time and money and is unfair to those who apply to the commission 
for relief against injury from import competition. 

To have 3 commissioners tell you that you are not injured, nor 
threatened with injury, while 3 others, who have heard the same testi 
mony and read the same reports, say that you are being injured, or 
threatened with injury, does not result in much faith in the public 
agency that divides in such a manner. 

“We urge you therefore to provide that the Tariff Commission be 
given an odd number of members, as provided in H. R. 4294. 

Several studies have been made of our foreign-trade problem in 
recent years. If another study is to be made, we think that we should 
have greater assurance of reasonable protection in the meantime than 
the existing law provides. We strongly urge, therefore, that you 
report favorably the Simpson bill. 

The Cuatrman. We thank you very much, sir, for your contribu- 
tion to the information required and needed by this committee. Are 
there any questions ? 
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Mr. Curtis will inquire. 

Mr. Curtis of Nebraska. I am a bit lacking in information. What 
do you mean by household ware? Is that crockery ? 

Mr. Durry. Regular dinnerware. 

Mr. Curtis of Nebraska. Dishes. 

Mr. Durry. Regular dishes for everyday eating, dining at home. 

Mr. Curtis of Nebraska. All right. Thank you. 

The CuarmmMan. We thank you, sir. 

The next witness is Mr. Edward W. Wootton, the Wine Institute. 
from San Francisco, 


STATEMENT OF EDWARD W. WOOTTON, MANAGER, WASHINGTON 
OFFICE, THE WINE INSTITUTE, SAN FRANCISCO, CALIF. 


Mr. Woorron. My name is Edward W. Wootton. I am manager 
of the Washington office of the Wine Institute, 900 National Press 
Building, Washington, D. C. Wine Institute is the trade association 
for the California wine and brandy industry, with principal offices 
at 717 Market Street, San Francisco. 

This statement in support of H. R. 4294 is authorized not only by 
the California wine industry but also by principal wine associations 
in other parts of the United States, including: Associated Vintners 
of the Middle West; North Carolina Association for Wine Control; 
Wine Association of Pennsylvania; Council Bluff Grape Growers As- 
sociation; New Jersey Wine Association; Finger Lakes Wine Grow- 
ers Association; Maryland Institute of Wine and Spirit Distribu- 
tors; Bottle Fermented Champagne Producers, Inc.; Vermouth In- 
stitute, Inc.; American Wine Association; Ohio Grape Growers Insti 
tute; National Wine Association; Texas Wine Association; Wine Dis 
tributors of Northern California; and the Ohio Grape Growers and 
Vintners Association. 

I have letters here from those associations and some have asked 
that they be included in the record. 

The CuarrmMan. Without objection, it is so ordered. 

(The letters referred to follow :) 

AMERICAN WINE ASSOCIATION, 
New York 17, N. Y., April 28, 1953. 
Re Bill H. R. 4294, 
Epwarp W. Woorrton, Esq., 
American Wine Association, 
National Press Building Washington, D. 0. 


Dear Srr: Please be advised that the American Wine Association endorses 
the above-captioned bill. 

You are authorized on its behalf to represent the association at any hearings 
to be held in this connection. You are further authorized to register our 
endorsement of this bill. 

Yours truly, 
AMERICAN WINE ASSOC1ATION 
By: Henry J. BUCHMAN, 
General Counsel 
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Curcago, ILL., April 24, 1953. 
Epwarp W. WoorTon, 
Wine Institute, 
National Press Building, Washington, D. C.: 

You hereby have our authorization to speak for our organization before 
Ways and Means Committee re H. R. 4294, Simpson bill tightening tariff escape 
clause and peril-point procedures. 

ABRAHAM FINKELSTEIN, 
President, Associated Vintners of the Middle West. 
ALLEN H. Scuutrz, 
General Counsel. 


BoTtTLeD FERMENTED CHAMPAGNE PRODUCERS, INC., 
Washington 6, D. C., April 24, 1953 
Mr. Epwarp W. WoorTon, 
Wine Institute, 
900 National Press Building, Washington, D. C. 

Dear Mr. Woorron: As you are aware the Bottle Fermented Champagne Pro 
ducers, Inc., is very much interested in at least maintaining the escape clause 
of the present tariff law and any other possible protection for the industry. 
Since you plan to appear at the hearings this will be your authorization to 
speak in our behalf. For me to appear would, of course, be repetition; the 
efficacy of which I doubt. 

Sincerely yours, 
FRANK M. LupwIckK, 
Executive Vice President. 


CounciL Buiurrs, Iowa, April 24, 1953. 
Epwarp W. WoorTTon, 
Wine Institute, 
National Press Building, Washington, D. C.: 
We authorize Edward W. Wootton to speak on our behalf in regard H. R. 

4294, Simpson bill. 
CounctiL BLuFrs GRAPE GROWERS ASSOCIATION 
A. F. MARTIN. 


NAPLEs, N. Y., April 24, 1953. 
Epwakrp Woorron, 
Wine Institute, 900 National Press Building, 
Washington, D. C.: 
Retel please act for our association for any protection afforded by pending 
legislation. 
N. H. Pavt, 
President, Finger Lakes Wine Growers Association. 


MARYLAND INSTITUTE OF WINE AND Spreir DistrreuTors, INc., 
Baltimore 2, Md. April 24, 1958. 
Mr. Enwarp W. Woorron, 
Wine Institute, National Press Building, Washington, D. C. 

Dear Mr. Woorton: This will authorize you to include our institute in your 
presentation before the committee with regard to H. R. 4294. 

With kind personal regards, I remain 

Very truly yours, 


7 


I. WILLIAM ScHIMMEL, Evecutive Secretary. 
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BrooKLyN, N. Y., April 27, 1953. 
EpwarpD W. Woorton, 
900 National Press Building, Washington, D. C.: 

Retel on behalf of the National Wine Association authorize you to state for 
the record that we are in favor of the H. R. 4294 Simpson bill and authorize you 
to speak on our behalf, and to file any briefs, arguments, ete., for the bill in 
our name. 

Meyer H. Ropinson, 
President, National Wine Association. 


JERSEY CiTy, N. J., April 24, 1953. 
Epwakp W. WoorTon, 
900 National Press Building, Washington, D. C.: 

New Jersey Vintners Association authorizes you to voice our vigorous support 
of H. R. 4294, Simpson bill, tightening tariff escape clause. Testimony given on 
pages 842-847, volume 10, of official transcript for reciprocity information, etc., 
panel © agriculture hearing of June 20, 1950, before Committee for Reciprocity 
Information, still holds true today. 

Wo. J. GHIGLIONE, 
President, New Jersey Vintners Assoeiation. 


VERMOUTH INSTITUTE, INC., 
New York 17, N. Y., April 28, 1953. 
Re bill H. R. 4294. 
Epwarp W. Woorton, Esq., 
American Wine Association, National Press Building, 
Washington, D. C, 
Dear Str: The Vermouth Institute vigorously endorses House bill 4294. 
Please register our endorsement of this bill. You are further authorized to 
appear on behalf of Vermouth Institute before any congressional committee con- 
sidering this bill and express our views. 
Very truly yours, 
VERMOUTH INSTITUTE, INC., 
By AprAHAM BUCHMAN, Counsel. 


SANDUSKY, OHTO, April 29, 19538. 
Mr. Epwarp WoorTon, 
Wine Institute, 900 National Press Building, 
Washington, D. C.: 

The Ohio Grape Growers and Vintners Association wholeheartedly supports 
H. R. 4294, Simpson bill, in order to afford the necessary protection to an Ameri- 
can industry already beset with many grave and serious problems as evidenced by 
the fact that the wine industry is 1 of 8 classed as a depressed industry by the 
Secretary of Treasury under income-tax regulations and has been for several 
years. It is imperative that you voice the approval of the Ohio grape farmer 
and vintner for H. R. 4294 and that this telegram or a copy of the same be pre 
sented to the Ways and Means Committee at the hearing and made a matter of 
record thereof. 

M. F, YENNEY, 
Secretary, Ohio Grape Growers and Vintners Association. 


Avon LAKE, OHIO, April 29, 1953. 
Epwarp W. Woorron, 
Care of Wine Institute, Washington, D. C.: 
Are authorizing you to speak in our behalf supporting bill 4294. Will file no 
statement. 
Onto GRAPE GROWERS INSTITUTE, 
A. G. Hinz. 
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NortH CAROLINA ASSOCIATION FOR WINE CONTROL, 
Raleigh, N. C., April 25, 1953. 
Mr. Epwarp W. Woorron, 
Wine Institute, National Press Building, 
Washington, D. C. 

Dear Mz. Woorton : Many members of this association have already expressed 
their feelings regarding H. R. 4294 to their Senators and Congressmen from North 
Carolina. 

It is our thought that our industry as well as other small industries should 
lend their full support to this bill. Therefore, we respectfully ask that you 
express our views before the House Ways and Means Committee, as we are most 
anxious to protect the grape industry in North Carolina as well as the entire 
United States. 

Very truly yours, 
NortH CAROLINA ASSOCIATION FOR WINE CONTROL, 
W. Capers Wurite, Director. 


TEXAS WINE ASSOCIATION, 
tustin, Tex., April 24, 1953. 
Mr. Epwarp W. Woorrton, 
Wine Institute, 900 National Press Building, 
Washinaton, D. C. 


Dear Mr. Wootton : I understand that hearings will be held next week on H. R. 
1294, which I believe is the Simpson bill regulating tariffs. 

It will be impossible for me to be in Washington for the hearings, and we will 
appreciate it very much if you will testify and speak in our behalf. We are 
convinced that the tariff escape clause should be tightened in order that our grape 
growers may get some relief from ruinous foreign competition. 

The ever-increasing imports of cheap foreign wines constitute a definite threat 
to a large segment of our people who are engaged in farming. A considerable 
amount of the wine coming into this country from other lands is produced with the 
cheapest of labor and under economic conditions which permit it to be sold far 
below the bare cost of American production. We do not want to lower the 
standards of living for the American farmer, but we certainly want to raise them. 

Very truly yours, 
MIKE BRENNAN, 
Secretary-Treasurer, Teras Wine Association. 


WINE ASSOCIATION OF PENNSYLVANTA, 
Philadelphia, Pa., April 27, 1953. 
Mr. Eowarp W. Woorron, 
Wine Institute, 900 National Press Building, 
Washington, D. C. 

Dear Mr. Woorton: In answer to your wire, please be advised that we have 
written to the Honorable Richard M. Simpson, the Honorable Herman P. Eber- 
harter, and Senators Edward Martin and James H. Duff requesting that they 
support H. R. 4294. 

We hope that these letters will be helpful and we are prepared to lend you any 
other support that you may require in this behalf. 

The association further wishes to state that you can tell the Ways and Means 
Committee that we are in favor of this legislation when you testify before it. 

Very truly yours, 
WINE ASSOCIATAON OF PENNSYLVANIA. 
Haroitp 8S. LADEN, Heecutive Secretary. 


[Telegram] 


San Francisco, Catir., April 28, 1953. 
SDwarRp W. WoorTTon, 
900 National Press Building, Washington, D. C.: 
Our organization, Wine Distributors of Northern California, went on record 
April 22, 1953, as wholeheartedly endorsing Simpson bill (H. R. 4294) and 
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authorizing Edward W. Wootton to speak and act in our behalf in the presenta- 
tion of said endorsement to proper congressional committee. 


DANTE BAGNANI, Secretary. 


Mr. Woorron. Mr. Chairman, we should like to divide this state- 
ment into three parts. First, we should like to explain the position 
the United States winegrowers have in the national economy, and 
the relationship of their products to foreign wines. Second, we 
should like to discuss the present escape-clause and peril-point pro- 
visions of the Trade Agreements Act, why we think they are deficient, 
and why we are in favor of the amendments i in this regard proposed 
in H. R. 4294. Third, we should like to discuss some of the new trade 
concepts that have been advanced recently insofar as they affect 
United States winegrowers. 

Because the United States is a very large country, both geographi 

-ally and in population, many people still ‘do not realize that it is also 
a substantial producer of wines. 

Commercial winemaking in this country started about 125 years 
ago, both in the East and West, and has grown continually as the 
country has grown. According to the comparative international 
figures available for the year 1939, the Utiited States was by then 
the fourth-largest country in the w orld crushing grapes for wines and 
brandies, as large or larger than any of the “other wine countries, 
except the three leading countries—Fr ance, Italy, and Spain. 

We have about 675,000 acres of grapes in various parts of the 
country, both European vinifera varieties and native Avamvican la- 


brusca and muscadine varieties. Nearly half of our annual grape crop 
goes to wine, and there are many fruits and berries, such as apples 


and blackberries, which also find a substantial outlet in the wine field. 

At the present time, about 114 million tons of fruit are crushed each 
-year by 667 bonded wineries in 27 States, including Alabama, Arkan- 
sas, California, Colorado, Connecticut, Florida, Georgia, Idaho, Illi- 
nois, lowa, Kentucky, Missouri, Louisiana, Maryland, Massachusetts, 
New Jersey, New Mexico, New York, North Carolina, Ohio, Oregon, 
Pennsylvania, South Carolina, Texas, Virginia, Washington, and Wis- 
consin. Our wines are either bottled at the winery for shipment as 
case goods into the various marketing areas, or else they are shipped 
in bulk to local bottlers within those marketing areas. In this coun- 
try wine does not move to the consumer in bulk, but is bottled and 
labeled with the name of the responsible winery or bottler, and all 
such wines must conform to strict minimum standards laid down 
in Federal and State laws. 

It is estimated that total vineyard and winery employment, includ- 
ing seasonal labor, is 158,000 people with a total payroll of about $265 
million; that the value of United States vineyards is about $325 
million; and that the value of United States wineries, including plant, 
equipment, inventory, and real property, is about $250 million. Thus 
the United States is obviously a very substantial wine-producing 
country. 

No European wine-producing country would expect large quantities 
of foreign wines to be brought into its own markets. In those coun- 
tries, it is customary and natural for the most part to drink the local 
product, and the same is true in this country. 

But many foreign winemakers, looking at their own per capita con- 
sumption of from 10 to 30 gallons per year and looking at the United 
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States per capita consumption of about 1 gallon per year, think the 
United States is a wide-open market for their exports. These foreign 
winemakers fail to realize that the United States wine market has 
certain natural limitations upon it that make the situation here quite 
different from their own marketing conditions at home. These nat- 
ural limitations include the following very important distinguishing 
factors: 

(1) There are many sections of this country where no fruit is grown 
and where consequently there is no local tradition of making and 
using wine. ‘To people born or brought up in these areas, wine is a 
new “product and a somewhat puzzling one. Increase of wine con- 
sumption with this very substantial element of the population has 
proven a long, slow process and it will continue to be so. The Cali- 
fornia wine industry has spent approximately a million dollars a year 
since 1988 on educational advertising, publicity, and promotion to 
explain wine to people who are not familiar with it. This promotion 
has been of a general educational nature and has been of equal benefit 
to wineries in other parts of the United States and also to foreign 
winemakers in creating here an understanding of wine. 

(2) There has always been, historically, an element in the popu- 
lation that, for one reason or another, prefers not to consume alcoholic 
beverages in any form whatsoever. 

(3) There is a substantial element in the population that uses only 
homemade wine. This practice grew up on a large scale during pro 
hibition and still persists to a surprising extent. It is estimated that 
the annual consumption of homemade table wines remains well over 
20 million gallons, which is about two-thirds of the annual production 
of commercially made table wines. 

(4) Another factor, frequently overlooked, is that in many places 
in Europe wine is practically the sole source of fruit in the diet. In 
this country, fresh fruits are widely available due to refrigerated 
fast transportation, and there is an enormous quantity and variety 
of canned and frozen fruits and fruit juices. In this country, wine 
is not the sole source of fruit in the diet but merely one of several 
sources, : 

Thus, the United States wine market cannot be compared directly 
with European wine markets and European wine consumption. There 
is no natural market here for large quantities of European wines. 
But there is a very definite market here for European wines of the 
better grades. All wine producing countries have their finer wines 
which are a smaller part of their total production. Many of these 
wines are unique, and they have their place in any wine market in the 
world, including the markets of the United States. 

These better grade wines are the wines upon which the reputation 
of the import trade in this country has been built up, and the United 
States wine industry has never objected to their importation. What 
the United States wine industry has objected to, however, is the large 
scale importation of the ordinary everyday wines from for eign coun- 
tries. In this country we pay from $8 to $9 a day for vineyard and 
winery labor. The French apparent’ do not pay more than $2.50 a 
day, and in Spain, Portugal, and Italy, much less. Vineyard and 
winery labor is the major portion of the production cost of grapes and 
wine. The ordinary everyday wines of practically any foreign wine- 
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producing country can undersell our wines in our own markets at any 
time they please without any trouble at all. 

We have always tried to make plain and clear the distinction in 
cur minds between the better grade imports on the one hand and the 
large volume ordinary imports on the other. We have repeatedly 
asked before administration committees that tariff reductions be selec- 
tive, in the sense that the tariff concession should be so framed as to 
grant preference only to the better grade wines. Various devices can 
be used to do this, either split tariffs based on value, or quota arrange- 
ments, or combinations of these methods. These suggestions have been 
ignored. 

The tariff reductions negotiated, and for the most part now at the 

1inimum allowed by law, have been entirely unselective. As a con- 
sequenc e, there has appeared in our markets in the last few years an 
increasing quantity of lower value wines which would not normally 
have been ex xported to this country. Frequently these wines are im- 
ported by persons who were never previously in the import business. 
The prices at which these wines retail are much less than the same 
kind of wine produced in this country. Already, producers of our 
better grade wines are losing their eastern seaboard markets. This 
situation is not just our own imagination but is noticeable also to for- 
eign wine producers who have been regularly shipping to this country 
in the past. In April 1950 a member of a well-known foreign firm that 
has long been exporting substantial quantities of better grade wines 
to this country gave an interview to the New York Herald Tribune 
from which I'should like to quote, omitting the name of the country 
involved. The press report stated that this gentleman said: 

In recent years considerable quantities of extremely poor quality * * * wine 
have been exported, principally to the United States, to the detriment of all * * * 
wine exports. Shippers of these inferior wines are not the old line * * * houses 
who have built up their reputation through quality over the last century or so, 
but generally exporters hungry for dollar exchange. 

These inferior wines, with fancy labels and offered in many quarters as “fine 
* * * wines,” not only have slowed the recov ery of the market in this country 
for quality * * * wines, but are doing the entire * * * wine industry serious 
harm. 

At the present time we are making the necessary surveys to permit 
us to present an escape clause action before the Tariff Commission, 
on behalf of our better grade wine producers. When we go before 
the Tariff Commission, we hope that the statutory procedures will 
be such as to permit the case to be decided upon its merits, as to whether 
or not there has been damage, and without any intervening or ex- 
traneous considerations. We also hope that the statute will “be such 
that any relief that seems necessary can be granted in a manner that 
is not only fair to us but fair to the regular established import trade. 

In this next part of the statement, we should like to discuss the 
present escape clause and peril point provisions from the point of 
view of sound administration of a delegated power of Congress. 

We believe the present act is de ‘fective, and we believe that H. R. 
4294 corrects these defects in a manner that is fair not only to Ameri- 
can industry but also to foreign imports. In this part of the discus- 
sion we should like to assume it is already the established policy of 
Congress that there should be reasonable protection of established 
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American industry against excessive or unusual imports of com 
petitive articles. 

In this phase of the matter before the committee, we should like 
to suggest that the matter be — from the point of view of 
sound administrative law. Tariff is a legislative function of the 
Congress. It is perfectly right and sroped for the Congress to dele 
gate the details of hagiclet ven matters to an administrative agency. 
But it is also quite clear that no such delegation of legislative author- 
ity has ever worked, or ever will work, unless it is accompanied by a 
clear-cut statutory standard to guide the administrative officials in 
their performance of the delegated function. 

When the Trade Agreements Act was originally enacted, it con 
tained no statutory standards for guidance. The general] idea of the 
original act was to authorize the State Department to go out and 
see what concessions they could obtain from foreign countries for 
the admission of our goods, and in return to offer some diminution 
of the statutory tariff rates contained in the Smoot-Hawley Act of 
1930. During the 1930's, such action as was taken under the Trade 
Agreements Act by the State Department did secure some foreign 
concessions; we had plenty to bargain with and it is doubtful whether 
the concessions we made at that time were generally disturbing to 
American industry as a whole. However, after the end of the war, 
a new round of trade-agreement negotiations began, and wholesale 
reductions were made by this Government at Geneva and Torquay. 

By this time the economic situation had changed to a large degree. 
We were selling a large quantity of goods to European countries, both 
for rehabilitation of their domestic economies and for mutual defense. 
With no statutory standard to guide them, our Government officials 
had to make up their own minds as to their own standards of operation. 

Then Congress took matters back into its own hands but only par 
tially. It wrote into the Trade Agreements Act the concept of in- 
jury to domestic industry as a check on the unrestricted negotiations 
that were being conducted. 

But Congress did this only partially. The concept of injury was 
a concept laid down only to guide the Tariff Commission in the pro- 
ceedings before it on peril point and escape clause. Section 7 (c) of 
the act provided, and still provides, that the findings of the Tariff 
Commission under the injury standard in escape-clause actions may 
be disregarded by Presidential action. 

Section 4 (a) of the act makes the same provision in peril-point 
questions prior to negotiations. The only requirements at the Presi- 
dential level are that a statement of reasons be filed with the Congress. 
It should be clear that the Presidential action under the present stat 
ute is not at all an appellate action with regard to the findings of the 
fariff Commission. The Tariff Commission action is taken under a 
statutory guide, but the action of the President as provided for in 
the statute has no statutory guide whatsoever. In other words, the 
Presidential action is not an appellate action with regard to the pre- 
vious findings of the Tariff Commission, but is a completely new 
action in itself. 

Remembering that the original negotiations are conducted through 
the State Department, and that the final decision on escape-clause 
action is in the State Department and not in the Tariff Commission ; 
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and remembering that the State Department is also conducting diffi 
cult and delicate negotiations on alan policy matters that have 
nothing to do with trade as such; and remembering that there is no 
statutory standard whatsoever with regard to domestic injury through 
which Congress has told the State Department how it should arrive 
at decisions with regard to actual trade problems—it seems perfect}) 
clear to us that the present statute is, as a practical matter, 
meaningless. 

In other words, the present statute purports, on the one hand, to 
tell domestic industry that it is entitled to protection against damage, 
and yet on the other hand this purported protection is rendered a 
nullity. 

Our statement is not intended in any way as a reflection upon the 
State Department, but we would like to suggest that when a statute 
is so written that the administrative officials are completely on their 
own, it is humanly impossible for them not to give consideration to 
matters which, from the point of view of their primary and most 
important job, are more compelling. 

H. R. 4294 goes directly to the heart of this difficulty. It proposes 
that the question of domestic injury be left as a question of fact to 
the determination of the Tariff Commission, and that, once the ques- 
tion of fact has been arrived at, it be followed without disturbance 
and without reversal for any reason, no matter how potent, not ger 
mane to the specific question of injury. 

When the Congress wrote the current injury provisions into the 
Trade Agreements Act we had assumed that the question of domestic 
injury was intended by Congress to be a definite part of the admin- 
istration of the Trade Agreements Act. Due to the loophole that we 
have discussed, enabling the State Department to make decisions on 
a basis quite different from that of domestic injury, we think the 
statute is defective for the purpose of accomplishing the results 
intended. The attention of the committee is called to the recent 
Garlic case, in which, after the case left the Tariff Commission, deci- 
sion was made that there was no injury to domestic industry on the 
ground that the California garlic growers could grow some other 
crop. We know nothing about the merits, but any reasoning like this, 
if extended on a widespread scale, would obv iously completely nullify 
the injury provisions of the statute. 

For the foregoing reasons, we therefore support the main and col- 
lateral provisions of H. R. 4294 insofar as they relate to domestic 
injury. These provisions include sections 3 through 12 of the bill, 
and also section 14. With regard to section 14 (changing the mem- 
bership of the committee from 6 to 7), we should like to point out 
that the Tariff Commission, under the present law, and under the 
proposed bill, is performing semijudicial functions (as distinguished 
from its original purely investigatory functions) and that the lodging 
of such functions in an odd number, instead of an even number of 
members is established practice, both in the courts and in Federal and 
State semijudicial administrative agencies. ‘This practice minimizes 
split decisions which are never satisfactory, either to the winning or 
losing party, because such decisions turn on burden of proof and not 
on the merits. 

Lastly, on the question of policy. 

It seems to us that there are actually 2 major policy questions before 
this committee and not 1, and that these 2 policy questions can and 
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should be kept separate. The first is the extremely complex question 
of how to handle shipments of United States goods abroad and how 
they should be paid for, The second question is the relatively simple 
one of setting up an adequate and fair procedure for determination 
of injury to ‘domestic industry, when, as, and if such injury should 
occur. 

As to the first question, we do not have sufficient experience to 
discuss it adequately, but must rely on the sound judgment of the 
Congress and the executive branch. We do have some questions in 
our mind, however, as to whether the recent publicity drive for imme- 
diate export expansion, with the accompanying suggestion that all 
tariffs be eliminated, and that substantial segments of domestic indus- 
try be eliminated also, is altogether sound. We had for years an export 
trade that involved shipping articles abroad that were wanted there 
and at price levels that were agreeable to our customers. 

Since the war, however, we have s hipped a great many goods and 
materials that would not normally have been shipped; but this was 
done under emergency conditions and for reasons of national secu- 
rity. It is an entirely different proposition, it seems to us, to strive 
to continue this process and even expand it under conditions that 
may be economically unsound both from our point of view and the 
point of view of the countries to which our goods are shipped. 

We would like to suggest that inquiry be made into whether it is 
necessary for us to ship abroad exactly the same type of article we sell 
in the United States and at the same price that article commands 
in our own markets; and also whether foreign countries shipping 
goods to us necessarily have to ship to us the same type of article that 
is adequately produce d here, so as to compete with the domestic article 
purely on a price basis rather than on some distinctive characteristic ; 
and whether an intelligently handled selective tariff system isn’t the 
best means to accomplish results on a mutually satisfactory basis, 
rather than to wipe out all tariffs indiscr iminately and, perhaps, with 
them, segments of industry important to the American economy. 

As we said, we have to rely on the sound judgment of Congress 
and the executive branch on such matters. But we would like to point 
out that this is r ney a long-term problem that has plagued us ever 
since World War I and it is unlikely that a sound solution to it is 
going to be developed in just 1 year or even several years. 

In the meantime, the committee has before it a relatively simple 
bill which is basically merely a procedural device. All this bill does 
is to prevent material damage to important segments of the American 
economy while a sound solution is being found for the long-term 
problem. It is a procedural device so basically fair to everybody 
concerned that it is difficult to see how reasonable people can object 
to it, and in this category we would like to include the foreign busi- 
nessman, for it is the very least that he would ask from his own Gov- 
ernment to protect him against mistakes or errors in judgment in 
working out the long-term foreign-trade problem. 

A flexible and selective tariff system based on a test of actual dam- 
age to domestic industry and determined impartially on the merits in 
each case is certainly not the “high protectionist” system that has 
been set up as a strawman to be knocked down by those who are cur- 
rently advocating a sudden and indiscriminate expansion of our for- 
eign shipments and an immediate and indiscriminate importation of 
foreign goods. 
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The public pressures behind this move for overnight expansion are 
very great. We believe we are quite properly fearful of the results 
upon the domestic economy unless at least some precautionary meas- 
ures are observed. 

H. R. 4294 is, in our opinion, a wholly reasonable precautionary 
measure and entirely fair to all parties. 

We respectfully urge the committee to separate the long-term prob 
lem from the immediate problem and to favorably report this bill 
before it is too late. 

The Cxarrman. Thank you very much for your contribution and 
for the information you have given the committee. 

Mr. Stupson. It is a very good statement. 

The Cuarrman. Yes; it is. 

Are there any persons in the room who desire to testify? If not, 
the committee stands adjourned until 10 o’clock Monday morning. 

(The following material was submitted for the record :) 


STATEMENT oF Hon. JAcK WesTLAND, A REPRESENTATIVE FROM THE STATE OF 
WASHINGTON 


Mr. Chairman and members of the Ways and Means Committee, I wish to 
present a statement and say a few words concerning a matter which you now 
have under study. There has been a lot said recently concerning “trade, not 
aid” and I would like to show you briefly how such a program has affected one 
of the principal industries of the Pacific Northwest. 

The bottom fishermen of the Pacific Northwest are a pretty hardy crew. They 
know how to work 120 hours a week without a complaint. They are individual 
enterprisers, they run their own business, and they have a sizable investment 
in their boats and in their nets and other gear, but the unrestricted importation 
of groundfish has practically put them out of business. 

A few years ago there were some 250 boats engaged in bottom fishing in the 
Pacific Northwest. Today there are approximately 40 of them left. Each of 
these boats represents an investment of about $45,000, yet that investment, 
through no fault of their own, is in extreme danger of being a total loss. This 
is entirely the result of an increase of 1,100 percent, from 9,000,000 pounds in 
1941 to 102,000,000 pounds last year in imports of bottom fish. If this trend 
continues, you will have a good chance of seeing the American fishing industry 
completely disappear. 

Now the largest exporter of bottom fish to this country has been Canada and 
perhaps, at one time, people thought that Canada needed this trade in order to 
get dollars to buy our commodities. However, it seems to me that this time 
has not only passed, but has been passed for quite a number of years. 

We see the country to the north of us with a balanced budget, a surplus in 
their treasury, a reduction in income taxes, no capital-gains tax, and I doubt 
if they have ever heard of the words “excess-profits tax.” I believe the shoe is 
on the other foot and if anybody needs assistance, it would be this country rather 
than Canada. I have heard the phrase “these people need the dollars to buy 
our automobiles.” Yet if you were a Canadian buying an American automobile, 
you would find an import duty on that car equal, I think, to approximately 1714 
percent. In other words, the Canadians believe in protecting their own industry. 

The Canadian fishermen and fish processors earn an average of $0.98 per hour. 
These people, who last year shipped 51 percent of the total ground fish fillets 
imported by the United States, are competing with American workmen whose 
average Wage is $2.07 per hour. 

It was interesting to note that in order, apparently to help our fishermen of 
this country, an additional import duty of substantial proportions was levied 
recently on nets which they use. This I can assure you was of great assistance 
in destroying the fishing industry. 

I can go along with the thought that trade with our neighbors is an essential 
part of the economic stability not only of this country, but of the world, but 
when that trade reaches a point that it would destroy our own industry, then 
I stop. 

I trust that this committee will give these thoughts their usual consideration 
in evaluating the information that has come before them, and I would like to 
thank the chairman of the committee for giving me this opportunity to appear. 
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{From the Seattle Post-Intelligencer, May 6, 1953] 
IMPORTS THREATENING BorTtoM FISHING HERE 


The internationalists who speak out against protective tariffs might well have 
peen in a small room in Ballard last week to see how the shoe can pinch. 

A few feet from the room the white, newly painted prows of fishing boats 
nuzzled the dock and now and then the voices of the men were interrupted by 
the rumble of heavy trucks rolling up with provisions for the coming fishing 
season, 

The men in the room represented banks, unions, the port commission, chamber 
of commerce, and the fishermen. They were practical men with immediate 
problems who had met to apprise themselves of the progress being made by the 
bottom fishermen. 

The bottom fishermen are hurt badly, for the importation of fillets has in 
ereased 1,100 percent since 1940 and a fraction of the fleet is operating. 

The men believe in the international program, “trade, not aid,” but at the 
same time they feel they should be allowed to remain in business. Fishermen 
along both coasts are meeting to formulate a program which will give them a 
quota on the imports and permit them to retain their way of life. 

They were not encouraged, either, by the information presented by a UNESCO 
man who told them they might be able to unload their boats on Koreans who 
have the dollars to buy them. 

Milo Moore, former State director of fisheries, told the men that Washington 
fishermen have the best built and equipped small boats in the world. He said 
he believed the Koreans soon would begin buying boats from these waters to 
replace their ancient and outmoded fishing fleets. 

But the fishermen won't quit that easily. They are big broad-shouldered men 
with direct ways. They know what it means to work 120 hours a week. The) 
will go after their protective tariff with the same dogged persistence and pa 
tience that they go after the fish in the sea. 

Men from both coasts are expected to apply pressure on the Tariff Commission 
for an investigation of the situation. 


The bottom fishermen are carrying the ball. But they will get plenty of sup 
port from other fishermen, for halibut imports have increased 300 percent since 
1946, salmon 350 percent since 1946, tuna 700 percent since 1948. 


CONGRESS OF THE UNITED STATES, 
House oF REPRESENTATIVES, 
Washington, D. C., May 4, 1953 
Hon. DANTEL A. REED, 
Chairman, Ways and Means Committee, 
House of Representatives, Washington 25, D. C. 

Dear DAN: In view of your hearings on the renewal of the reciprocal trade 
agreements, I thought that the enclosed protest of the New England Conference 
of Typographical Unions might be of interest to you. 

I will appreciate whatever action you may be able to take to assist. 

With thanks and. best wishes, I am 

Sincerely yours, 
PHILLIP J. PHILBIN. 


NEW ENGLAND CONFERENCE OF TYPOGRAPHICAL UNIONS, 
Arlington, Mass., April 18, 1953. 
Hon. Pururp J. PHILBIN, 
House of Representatives, 
Washington, D.C. 


DeAR REPRESENTATIVE PHILBIN : It was voted at the last meeting of our organi 
zation to bring this situation to your attention because publishing houses are 
losing business and members of our union are being thrown out of work. 

Type for books is set up and made up into pages in foreign countries. Mats 
(impressions) of these pages are made and sent to this country. Stereotype 
casts are made from these mats and the presswork and binding is done in this 
country. As you can see, the larger part of the printing of these books is done 
outside United States, yet these books are labeled “Printed in U. S. A.” Any 
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duty paid on the mats as they enter the United States is refunded when the mats 
are returned to the country of origin. 

Our contention is that these books bearing this imprint are fraudulently 
marked and are not printed in this country as we understand the term 
“printing.” 

We feel that legislation should be enacted prohibiting books on which all the 
work is not done in this country from bearing the label “Printed in U. 8. A.” We 
also feel that an investigation and action should be made into this same type 
of practice in other industries where low foreign wages are taken advantage of 
at the cost of our job security and standard of living. 

Hoping that you will be able to get favorable action, and with best wishes for a 
successful administration, I am, 

Sincerely yours, 
JOHN O. DAHILL, 
Secretary-Treasurer. 


STATEMENT OF H. W. RYLAND, VICE PRESIDENT AND MANAGER, Coors PORCELAIN Co. 


Mr. Chairman and members of the committee, my name is H. W. Ryland. I 
am appearing before you in behalf of the Coors Porcelain Co., of Golden, Colo., of 
which I am vice president and manager. The Coors Porcelain Co. is this coun 
try’s only manufacturer of chemical and scientific porcelain. 

We believe that it is against the national interest for authority to exist for 
the negotiation of trade agreements which would lower the import duties on 
chemical and scientifie porcelain. If the Congress decides, however, to continue 
in effect authority to negotiate reciprocal-trade agreements, we urge that this 
be done under the conditions set forth in Congressman Simpson’s H. R. 4294. 

The production of our company is absolutely vital to the national defense of 
the United States, as will be demonstrated in more detail later in this statement. 
A reduction of any of the duties now in effect on chemical and scientific porce- 
lain would permit the importation into this country of similar but inferior porce- 
lain from certain European countries. This would seriously cripple our com- 
pany and would render us unable effectively to supply our Nation’s defense 
agencies. The products of the Coors Porcelain Co. are known throughout the 
world as being unequaled in quality, and therefore the products of no other 
country—even if available in times of severe emergency—would be satisfactory 
substitutes for our company’s products. For these reasons, among others, we 
are opposed to the lowering, in any manner, of the present duties on imports 
of chemical and scientific porcelain. 

The products of our company are listed in paragraph 212 of the Tariff Act of 
1930. Chemical and scientific porcelain are ceramic products similar in appear- 
ance to “china” but 6f much higher quality. They are so composed, formed, and 
fired as to have maximum resistance to heat shook, usability at very high tem- 
peratures, resistance to the attack of chemicals, and maximum insensibility to 
the rigorous treatment to which they are subjected in the great variety of 
analyses constantly performed in control and research laboratories, educational 
laboratories, hospitals, and especially the laboratories of defense agencies such 
as the Atomic Energy Commission and the Army, Navy, and Air Force. 

The United States Tariff Commission in its Summaries of Tariff Information 
(vol. 2, pt. 1, par. 212) states that “Chemical Poreclain is vital in National De 
fense.” 

Our company produces special articles for defense agencies, defense contrac- 
tors and subcontractors, in addition to our cataloged items. No other com- 
pany, here or abroad, is capable of producing these special articles. 

Our company began manufacture of chemical porcelain in 1915 at the request 
of the Department of Commerce, due to a critical shortage resulting from stop- 
page of import of German chemical porcelain due to the British blockade put 
into effect in 1914. Our product soon became equal in quality to the best Eu- 
ropean porcelain, namely Royal Berlin Porcelain Ware, and in 1922 surpassed 
this ware. Since that time we have maintained the position of being the producer 
of the highest quality chemical porcelain in the world. 

If we had not been able, due to the protection afffforded us by the tariff, to 
continue in business for the next twenty-odd vears after the end of World War I, 
our Nation’s laboratories in 1939 would have been in even worse condition than 
in 1915 to 1917. However, because of the tariff vrotection which had been 
granted us, we were able to meet the entire demands of industry and the mili- 
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tary for the duration of World War II and of course to date. This demand was 
considerable because of the birth and rapid growth in the field of nuclear 
energy. 

The chemical laboratory operations in which chemical porcelain is necessary 
are the most difficult ones; many of them being such that even silver, gold, and 
platinum are not satisfactory substitutes aside from the fact that they are 
costly and in the case of platinum very scarce. Most of the world’s platinum 
supply comes from Russia. 

It is most important to consider that in the event of an outbreak of hostilities 
the sealanes between Europe and the United States might be closed for a pro 
longed period. Therefore we believe no chances should be taken which might 
cause us to depend in times of peace on foreign sources of any commodity which 
is essential to our national economy and which might become unavailable in 
times of war. Such a commodity is chemical porcelain and in fact all the com 
modities made by members of the Scientific Apparatus Makers Association of 
which our company is a member. Again, we wish to point out that certain 
articles we produce for defense agencies cannot be produced by any other com 
pany in the world. To allow our company to be crippled by imports of thos« 
products, albeit inferior, which can be made abroad, would destroy the single 
source of those products which only we can make. It would seem to be signifi 
cant that during the life of the Reciprocal Trade Agreement Act our Govern 
ment has negotiated no reduction in the duty on chemical porcelain. This is 
doubtless due to a recognition of the essentiality of our domestic production 
of chemical porcelain. 

Increases in the cost of manufacture, comprised of constantly increasing wage 
rates, fringe benefits, and costs of machinery and supplies, have in the last twe 
decades widened the span between our costs and those of foreign manufae 
turers of like commodities. It is significant that because of the nature of 
chemical porcelain production much of the work must be done by hand Mass 
production is therefore not feasible. For this reason the wage costs in this 
industry are by far the most important costs of production. No matter how 
greatly we increase our efficiency it is impossible for us to greatly lessen our 
costs because of the wage factor. 

Thank you, Mr. Chairman and members of the committee, for this opportunity 
to present to you our views on this subject 


STATEMENT OF UNDERWEAR INSTITUT! 


This memorandum is submitted on behalf of the Underwear Institute, an 
inincorporated association of underwear manufacturers, representing over 85 
percent of the total industry preduction. 

This industry is made up primarily of small mills, located for the most part 
in small towns, and covering a 26-State area. Our companies employ approxi 
mately 55,000 workers at an annual total wage of over $75 million. In most 
small towns the underwear mill is the main source of employment 

We have been vitally interested in the tariff problem from the very begin 
ning of our country, first in the interests of protecting an infant industry and 
now to protect this same industry—although fully grown—from the raids of 
competitors enjoying foreign government subsidies or lower production costs 

Our industry operates at a much higher unit cost of production than those of 
foreign countries because of higher wages, overhead and social benefit costs 
Since the Tariff Act of 1930 the costs of underwear production in this country 
have risen over 100 percent while tariff protection has decreased by, roughly, 
one-third. 

The greatest competition before the war came from Japanese manufacturers 
They had taken away our export markets in the East, South Africa, and South 
\merican and were rapidly invading our business in the dime stores and de 
partment store basements. It is our understanding that our Government—as 
part of its rehabilitation program—intends rebuilding this industry and, thus 
presenting us with renewed competition 

Other competition stems from high-style lines in Furope. Here we are put 
n competition with industries greatly fostered by their home country either 
through multiple exchange rates or outright subsidies. (The British Govern 
ment, we are credibly informed, will pay for the rehabiliation and rejuvena 
tion of its textile and knitting mills but as a conditioned precedent insists upon 
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consolidation of the small firms.) Thus the urge toward concentration of our 
own underwear industry would be made inevitable as the small manufacturer 
unable to compete with, say, the resources of the British Government—was 
unavoidably forced out of business 

We oppose the trade agreements program on valid grounds. Further, we 
condemn the practice of the past administration in putting American industry 
at the whim of the State Department and ignoring the real necessities of pro- 
tection for domestic manufacturers. However, because we understand that 
the proposed one-year extension is primarily for the purpose of reviewing the 
whole tariff program, and conditioned on the guarantee that we will be given 
an opportunity to present our full case on the merits of the program, we will 
endorse the bill presently under consideration, H. R. 4294. 

We particularly support the provision in the act, section 4, which makes it 
mandatory on the President to follow the peril point recommendations of the 
‘Tariff Commission. This expertise body is in a better position to assess the 
impact of specified duty levels on affected American industry. and therefore, 
better reflects the Nation’s domestic welfare than does the State Department, 
which is interested only in international relationships (and which, we might 
add, has seemed too preoccupied with the stability and rehabilitation of foreign 
powers, even though the expense be destruction of home industry). 

Second, we support section 11 which applies countervailing duties on imports 
subsidized by multiple exchange rates in the country of origin. As indicated 
above, the average small-mill owner is in no position to compete with neosocial- 
ized, highly centralized foreign competition. And, it is not fair that domestic 
concerns be placed in a poor competitive position through the efforts of foreign 
governments, in many cases themselves practically supported by the taxes they 
pay. 

Any further encroachments upon its domestic markets will place the under- 
wear industry in a perilous position and render it less able to serve the country 
in the event of another war. It is well to remember the service of this industry 
when considering any future trade policies, for its damage will be reflected 
throughout the economy The Simpson bill provides needed checks on the powers 
of the executive branch, and should contribute to the very necessary protection 
of an industry the country could not do without. 

It is recommended that H. R. 4294 be approved 

Further, it is recommended that the House of Representatives immediately 
begin a complete study of the whole tariff and trade agreements program. 


NATIONAL COUNCIL OF AMERICAN IMPORTERS, IN¢ 
LEATHER GLOVE GROUP, 
Vew York City, May 19, 1953 
Ion. DANIELD A. REED, 
Chairman, Committee on Ways and Means, 
House of Representatives, Washington, D. C. 

Sir: On April 28, 1953, one of the witnesses who appeared before your com 
mittee to testify on H. R. 4294 was James H. Casey, Jr., representing the National 
Association of Leather Glove Manufacturers, Inc., of Gloversville, N. Y. 

The statement made by Mr. Casey on behalf of his association tends to create 
the impression that domestic leather glove producers are threatened with unusual 
foreign competition 

To set the record straight, may we say that the domestic glove industry at 
Gloversville is doing a thriving business, but it is true that the industry is now 
in a state of transition from the former heavy production of leather gloves to 
the manufacture in great volume of fabric gloves cut and tailored to provide the 
style and fashion appeal of leather gloves. One fabric glove is advertised exten 
sively as being Leather Tailored of Wonder Fabric. 

These new fabric gloves are sold with good profit at retail from $2.75 to $4 
a pair while domestic leather gloves retail from $4 to $5 a pair, with specialities 
a little higher 

French kid gloves are sold at retail from $6 to $7 a pair for the popular grades, 
with limited quantities as low as $5 a pair and as high as $25 or more a pair. 

We respectfully request that this letter be included in the record of the current 
hearings on H. R. 4294, together with the attached statistics of imports for the 
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vears 1951 and 1952 showing the present decline in imports of women’s and chil 
dren’s leather gloves. 
Respectfully yours, 
RALPH TENNEY, Chairma? 


Women’s and children’s leather glores l nited States imports for consumption, 


by countries, 1951 and 1952 
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CONNECTICUT LACE WorKS, INC., 
Norwalk, Conn., May 6, 19568 
Hon. JosepH W. MARTIN, Jr., 
Speaker of the House of Representatives, 
Washington, D. C 

Dear Str: We, the employees of Connecticut Lace Works, Inc., Norwalk, Cont 
are much concerned about recent statements from Government sources promoting 
free trade. We petition you to resist these ideas and to protect our living 
standards and our jobs. 

Solving the problems of foreign-aid costs by tariff reduction is unfair and 
undemocratic. Whereas now all the taxpayers contribute their share to these 
costs, the reduction of protective tariff will only serve to shift the burden to the 
workers like ourselves whose living standards must then inevitably be lowered 
to the level of the competing foreign worker. 

We urge you to resist any reduction in tariff on the importation of laces and 
we petition you to support tariff protection to maintain our living standards and 
our welfare 

Respectfully. 
(The petition with 114 signatures is on file in the committee office. ) 





MERRITT-TAYLOR-WARNER, IN¢ 
Vew York, N. Y., March 16, 1953 
Mr. Gorvon Granp, Jr., 
Clerk, Committee on Ways and Means, 
House of Representatives, Washington, D. C. 

DeAR Mr. Granp: In reply to your letter of March 13, the type of legislation 
that I am seeking to have considered is a review and a reconsideration of the 
present tariff laws that exist between South American countries and ourselves 
in the export of readymade clothing for South and Latin American consumption. 
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From my many years of experience and through research in this matter I have 
found that most South American clothing is purchased on a readymade basis 
from countries other than the United States, and I also have found out that there 
is very little manufacturing of this commodity in these countries. 

Therefore as a businessman it is incomprehensible to me why if we have a 
commodity that is a necessity and not a luxury, we do not have a market in 
which to dispose of our products. The supply of fabric in this country today 
far exceeds the demand. Despite this condition our tariff laws are such that 
we are facing competition from European countries whose finished garments 
are being sent in this country to compete with us. 

Yet the bars of export make it practically impossible for us to have the same 
opportunity. This, in the main, is the condition that I should like to have con- 
sitered and, if possible, legislation or tariff revisions created to remedy this. 
Very truly yours, 













































HARRY MAYER. 





STATEMENT OF WILLIAM C. BanpirT, MANAGING DirEcTOoR, NATIONAL ASSOCIATION 
OF PHOTOGRAPHIC MANUFACTURERS, INC. 


This statement in respect to H. R. 4294 is presented in behalf of the American 
photographic manufacturing industry as represented in the membership of the 
National Association of Photographic Manufacturers, Inc., whose 85 members, 
according to the best available information, produce more than 90 percent of 
the dollar volume of photographic products made in the United States. 


PRODUCTS 


The scope of this association includes all photographic products (except 
X-ray) intended for industrial, commercial, educational, professional, scientific 
military, business, or amateur uses. This includes photographic equipment of 
all types, such as still and motion picture cameras, projectors and lenses, en- 
largers, developing and printing equipment, apparatus, such as microfilm and 
photocopy, and parts and accessories of all the foregoing, also photographic 
sensitized papers, films and plates, photographic supplies, and photographic 
chemicals. 


PURPOSE OF STATEMENT AND REQUEST 


The principal purpose of this statement is to support the provisions of H. R. 
4294 which relate to adding the matter of the possibility of “impairment of the 
national security” as one of the criteria which must be taken into consideration 
in determining whether a proposed rate of duty shall be reduced or an existing 
rate of duty shall be increased. We believe it must be evident that such pro- 
visions are desirable and necessary in the interests of national security, and we 
therefore respectfully request that they be included, in such a manner as to be 
effective, in any extension of the Reciprocal Trade Agreements Act. 

The following information is in elaboration and support of this request : 


“EXPORTING” AMERICAN INDUSTRY AND JORS 


All parties at interest, whether “freetraders” or ‘“protectionists,’ seem to 
recognize the fact that there are classes of American products which cannot 
successfully cope with foreign competition in domestic markets unless afforded 
some protection either in the form of an adequate tariff, or import quota re- 
strictions, or both. In such cases, to the extent that we import foreign products, 
we are in effect “exporting” the American industry and its jobs. 

Whether it is wise or desirable for us to do this, assuming that the replaced 
workers and capital investment will find satisfactory employment in some other 
line of activity, would seem to depend on whether we can as a nation get along 
without these “industries” or product line manufacture in the United States. 

Your committee has already received substantial evidence that in general the 
industries or rather the product lines involved are those which have a high 
labor content and where no superior production methods or facilities are avail- 
able to American manufacturers in contrast with foreign producers. 

Your committee is also aware of the fact that many produets have a very 
high skilled labor content, and that in general the products involved, such as 
scientific and industrial instruments, certain photographic equipment including 
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fine cameras and lenses, and other precision products, are of exceptionally high 
strategic importance. 

Comparative skilled labor rates (United States Department of Labor) per 
hour in the manufacture of photographic equipment will illustrate the great dis 
parities which exist, namely: 

United States... _-- 5 é : $2. 25 


Germany . aul $0. 30 .o8 
Italy ; : 7 2 
Japan_- 1214 


The following examples will serve to show the destructive competition which 
results : 

One American lens manufacturer reports that “the Japanese have taken away 
one of our important customers with prices that are some 50 percent under our 
labor costs.” He also states that by substituting Japanese wage rates for his 
own, he could sell profitably at slightly below the Japanses prices Instances 
are reported of offers from one Japanese concern to provide finished simple lens 
elements at a price which would no more than pay the cost of the optical glass 
of American manufacture. 

What appear to be virtual copies of well-established American shutters and 
lenses are coming into the United States from Japan in important quantities 
which are apparently due to increase. Further, it is understood that the de- 


ivered prices would not even cover the cost of the labor in the American products 


PROBLEM PRESENTED 


We believe thut one of the most important problems which is before your 
committee and the administration in the case of such industries or product areas 
can be simply stated like this: 

Is it to the best interests of the United States, including in particular its 
defense, that imports be allowed to make any significant inroads into the do 
mestic markets of those Ameri¢an products which are the normal peacetime 
products and means of livelihood and continuance of highly strategic precision 
industries? 

As to precision photographic equipment manufacturers, it will be recognized 
that their ability to serve effectively in a national emergency depends in large 
measure 

(@) On their ability to retain in gainful peacetime employment, an ade 
quate skilled labor force which would provide the key workers essential to 
any successful wartime expansion of output. 

(0) On their ability to maintain a high level of technical research and 
product development so that American photographic products will con 
tinue to excell or at least equal those of any other nation 

(c) On their ability to maintain plant and equipment at a satisfactory 
level of excellence and efficiency. 


WARTIME DEMANDS ON THE PHOTOGRAPHIC INDUSTRY 


In modern warfare, all types of photographic products are required in vast 
quantities by the armed services and in war-supporting effort. Photography is 
used extensively for, during, and after combat. It is also extensively used by 
the military in such areas as the training of combat troops, for troop morale, in 
medical work, in transmission of messages, production of maps and documents, 
recording war damage to ships, equipment and installations to facilitate rapid 
repair, and in many other ways. 

It is likewise a necessity to, and is extensively used by, war industries. It is 
interesting and important to note that it was photographic methods which were 
credited with getting the B—29 and other new planes into the air 4 to 6 months 
earlier than would have otherwise been possible, that have provided sure in- 
spection of metal parts, stress analysis, studies of performance, including flight 
phenomena, and have importantly aided research development, production, and 
testing in many ways. 


INDUSTRY IS ONLY SOURCE OF SUPPLY 


It is of particular importance to note, that 

(1) The photographic manufacturing industry is the only possible source of 
these products. 

(2) The photographic manufacturing industry is depended upon as a major 
source of nonphotographic but related products. 
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A MAJOR SOURCE OF OTHER KEY ITEMS 


During the war the photographic manufacturing industry was (and still is) 
the primary source of the proximity fuse, rated second importance only to the 
atomic bomb This fuse (which explodes a shell when it has reached a point 
close enough to its target for the burst to be most effective) materially helped, 
for example, in preventing the V—bomb attack on Britain from being successful ; 
was a major factor in beating back the Von Runstedt bulge; enable the American 
fleet to approach Japanese-held islands in spite of attacking planes. Also be- 
high-precision skills and equipment, the industry was called upon to 
produce height finders (described by Ordnance officials as the most intricate 
and complicated optical instrument in the entire field of fire control), range 
finders, telescopes, drift meters, tank and submarine periscopes, mechanical 
time fuses, gun directors, aircraft fire-control equipment, radar-chart projectors, 
and many other high-precision items 


cause of its 


This burden of nonphotographic production was imposed upon the industry 
in addition to providing vast quantities of photographic products, half of which, 
according to the Munitions Board (see chart, “Peacetime and wartime dis- 
tribution of products by use,” herewith), were civilian type photographic products 
and half of which were in the nature of special military photographic products. 
Some of the latter, however, were only adaptations of civilian products. 


INDUSTRY CANNOT BE RAPIDLY EXPANDED 


It is essential to national security that the photographic manufacturing indus- 
try be permitted to enjoy the greatest possible peacetime volume of business 
and prosperity In peacetime it must depend largely on civilian purchasers 
including users in the field of business, science, education, professional photog- 
raphy, motion-picture production and other areas which account for about two- 
thirds of its sales (see chart) and the so-called amateur market which accounts 
for about one-third of its sales. The reasons are: 
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U.S. PHOTOGRAPHIC INDUSTRY 
DISTRIBUTION BY USE OF PRODUCTS 


PEACETIME 
(1949 ESTIMATE ) 
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(1) As is generally true of essential industries, this industry in peacetime, 
in size of labor force and volume of sales, is substantially smaller than is 
required in time of an emergency. 

(2) Its peacetime skilled-labor force, maintained at a satisfactory level, 
would be sufficient only to provide the essential nucleus of key workers for the 
expanded wartime production of photographic products as well as the taking 
of nonphotographie products which this industry is counted upon to produce. 
If to any important degree foreign producers take over any of the markets which 
American photographic manufacturers might otherwise have, then these other 
nations will gain and this country will lose, the corresponding specialized skill- 
ed-labor forces 

(3) It is of the utmost importance to recognize that it is not possible for this 
industry to expand its output rapidly except as increased output can be ob- 
tained from existing equipment through the operation of more shifts and that 
this expansion in turn is severely limited by the number of skilled workers which 
the industry possesses at the time. Only a certain amount of dilution of this 
trained working force by workers untrained or partially trained in this field 
would be possible and the spreading and acquiring of the necessary skills would 
be time-consuming. 

(4) It is likewise essential that the industry maintain a satisfactory volume of 
business in order that it may maintain its specialized plant and equipment at a 
high degree of efficiency. The lessons of the last war clearly brought out that, 
in many essential fields of photographic production, it is doubtful if any signifi- 
cant amount of new equipment could be provided and put into operation in time 
to be of use 

INDUSTRY IS MAJOR MARKET FOR ANOTHER KEY INDUSTRY 


The photographic-manufacturing industry is the major peacetime market of 
another small, key defense industry—the optical-glass industry. After war 
had been declared with Germany in World War I, the United States had it 
forcefully brought to its attention that it had allowed itself to become dependent 
upon Germany for optical glass, for photographic and other lenses and for cer- 
tain photographic products, the last being of much greater importance in World 
War II than in World War I and are expected to be of even greater importance 
still in any future war 

In order to be suitable for photographic and other war uses, it is essential 
that optical glass meet certain very precise and predetermined requirements. 
One manufacturer produces more than 100 different kinds of optical glass to 
provide the precise physical properties necessary for these particular uses. De- 
spite the large number of varities, the total production of optical glass in the 
United States is of relatively little importance as an economic factor but its 
importance in national defense is incalculable. 

If we do not have in this country the workers who know how to make optical 
glass (not to be confused with ophthalmic glass whose critical strategic impor- 
tance only serves to emphasize the even greater problem as to optical glass), if 
we do not have the workers who know how to make precision lenses and shutters 
and other precision photographic equipment, then, in the event of an emergency, 
it will be too late to do anything effective about it. 


NO TIME IN WHICH TO GET READY 


It seems to be generally held that in the event of another war, it is highly 
probable that the first or very early attack would be on the United States, and 
that there would be no such delay in our entry as has occurred before. There 
would thus be no prolonged get-ready period available to defense industries. 

In the early part of World War II, photographic products were generally 
unavailable even to the armed services. Although the industry was later put 
under great pressure to expand and in time did so at an unprecedented rate, the 
level of photographic production required for essential wartime operations was 
not reached until late in the war. In any future war it is known that the demand 
from the very start for photographic products for military purposes will be 
extremely great and that there will be little or no time available in which to 
accomplish needed expansion of facilities and especially training of added 
personnel. 

It is important to note and remember that most of the photographic products 
essential for wartime uses require the same manufacturing skills and facilities 
as regular peacetime photographic products. In many cases the product is the 
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same or nearly the same. In many other instances they are military adaptations 
of the civilian counterparts. For example, the 16-millimeter magazine-type ama 
teur motion-picture camera which enjoyed an excellent prewar market, made it 
possible to produce in large quantities the gunsight aiming-point camera with 
which it is considered essential to equip every combat plane. Even the civilian 
film magazine developed for this camera is directly used in the military camera 


IMPORTANCE OF THE GERMAN PHOTOGRAPHIC INDUSTRY 


Germany has consistently recognized the importance of its photographic indus 
try for almost instant use in the production of essential war instruments and 
devices, both photographic and nonphotographic. It has in the past character- 
istically subsidized this industry for this reason, The highly developed state of 
the precision photographic manufacturing industry is considered to have been 
one of the major factors in giving Germany the initial edge in the war. British 
Technical Intelligence especially noted and reported this fact. 

The Allies were placed under a great handicap for lack of adequate supplies 
of photographic products, optics, fire-control instruments, and similarly critically 
needed devices. In contrast, it is reported that the Deckel Compour plant 
(manufacturers of high-precision shutters), because of its large complement of 
skilled precision workers, was also able to make more than 1% million time 
fuses between 1941—45 without a single reject. 

Prior to World War IT Germany had captured approximately two-thirds of 
the total world imports of cameras and parts and is said to have subsidized its 
manufacturers as needs be to accomplish this, recognizing the extraordinary 
strategic importance of this industry 

“In the field of still precision cameras the imports (prewar) from Germany 

into the United States) actually exceeded the domestic production,” according 
to the United States Tariff Commission, and ail this despite a 20-percent duty 
on some cameras and 45 percent (since reduced to 25 percent) on others and on 
lenses imported separately. 

Since the war the camera industry in Germany was rapidly revived (with the 
help of the United States Government) and has steadily moved toward resuming 
ts former position in world trade. 


JAPAN 


During the war, in order to make Japan a more effective ally, Germany sent 
technicians there to train Japanese manufacturers in precision optics and pho 
tographic equipment manufacture. As a result the postwar photographic prod 
ucts from the better qualified Japanese manufacturers are of a sufficiently im 
proved quality such as to indicate that Japan may become a factor in world 
trade at least as to certain types of cameras and lenses. Japan, as we have 
pointed out, has a tremendous cost advantage in its extremely low wage rates 


PRESENT DUTIES NO MAJOR DETERRENT 


It seems evident, both from the prewar experience recited above and especially 
from the postwar growth of United States imports of cameras, camera parts, and 
lenses that under the existing rates of duty (variously 15, 20, and 25 percent) 
imports are very substantial. In fact, they have rapidly grown to record levels 
The great bulk of these imports come from Germany and Japan. The chart and 
table herewith graphically depict this growth. 
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It might also be worth noting that the very countries which might be expected 
to seek concessions on photographic items from the United States in further trade 
agreements or have done so in previous agreements are the very ones which have 
thrown great protection around their own photographic manufacturing and re- 
lated optical industries, not limited merely to duties but to severe quota arrange- 
ments such as permitting only trivial token imports or outright bans on imports; 
and that greatly intensified production and sales efforts in cameras, lenses, and as- 
sociated equipment was one of the early steps of war preparation taken by Ger 
many in the last war. 


Value | Value 


1946 : $769, 216 | 1950 ee ee ge Feo _._.. 5, 743,008 
1947 2 661, 67 | 1861... .......- i cow “SO, Olay tee 
1948 ee ciate 13, 354, 265 
1949 3, 265, 334 

Source: Bureau of Census, 


CONCLUSION 


It will readily be understood why in our opinion it is important to adopt the 
provisions of H. R. 4294 which would make the possibility of “impairment of the 
national security” one of the criteria which must be taken into account in any 
proposed change in a rate of duty. 

We therefore urge its adoption in any extension of the Reciprocal Trade Agree- 
ments Act. 
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AMERICAN FEDERATION OF LABOR, 
Washington, D. C., April 30, 1958. 
Hon. DANTE A. REEp, 
Chairman, House Wars and Means Committee, 
House Office Building, Washington, D. C 


DEAR Mr. CHAIRMAN: This is in reference to the proposals to extend and 
amend the Trade Agreements Act We are interested in this legis!ation 

The position of the American Federation of Labor on the trade-agreements 
program as expressed in the action of its annual convention is set forth in two 
documents, one a report by the executive council to the convention, adopted 
unanimously September 25, 1951; the other a resolution relating to unfair 
competition of foreign-made products, also adopted unanimously on September 
25, 1951. 

Copies of the executive council’s report and the resolution above referred to 
are appended hereto. It is requested that these two documents be presented 
to the Committee on Ways and Means and inserted in the record of the hearings 
on this subject. 

These two statements make it clear that the American Federation of Labor 
favors a maximum of trade, subject, however, to the condition that imports from 
low-wage countries do not undermine our wage standards. 

We urge that in extending the Trade Agreements Act for 1 year the principles 
expressed in these convention actions of the American Federation of Labor be 
followed. 

It is requested that this letter also be made a part of the printed record. 

Sincerely, 
GEORGE MEANY 
President, American Federation of Labor 


EXTENSION OF THE RECIPROCAL TRADE AGREEMENTS ACT 


FXECUTIVE COUNCIL’S REPORT TO THE 70TH CONVENTION OF THE AMERICAN FEDERATION 
OF LABOR, HELD IN SAN FRANCISCO SEPTEMBER 17 TO 25, 1951 


H. R. 1612, “To extend the authority of the President to enter into trade agree 
ments under section 350 of the Tariff Act, as amended and for other purposes.’ 
Passed by Congress June 5, 1951, signed by the President June 16, 1951 (Publ 
Law 50). 

Extensive hearings were held by the House Ways and Means Committee and 
the Senate Finance Committee on H. R. 1612, and we presented the attitude of 
the American Federation of Labor to both committees as laid down by the 1950 
convention. 

In passing H. R. 1612 (the Trade Agreements Extension Act of 1951) several 
amendments were added, which provided for basic changes in the trade-agree 
ments program as administered most recently under the 1949 extension act 

The President, in signing H. R. 1612, criticized the new provisions, which he 
said were “cumbersome and superfluous,” and did not materially add to the sate 
guards which already exist under present administration procedures.” 

The new provisions which Congress wrote into a law are: 

1. Reintroduce the so-called peril-point formula under which the United States 
Tariff Commission determines, prior to proposed tariff negotiations, the maxi 
mum duty cuts below which injury would result to domestic producers. 

2. Provide, in the basic act itself, broader eseape-clause criteria, hitherto 
inserted in United States trade pacts only by executive directive, and for the 
inclusion in all United States trade agreements of escape clauses conforming to 
such criteria. 

This provision would permit restoration of duties to the levels from which th 
were reduced in a trade agreement if imports under the lowered rate increased 
in a manner that caused or threatened serious injury to a-domestic industry 

Certain criteria were established to determine injury and among those ey 
pressly set forth in the law are a decline in wages and employment and a drop 
in production. If this clause is properly administered the benefits of the trade 
agreements may be enjoyed while we will be in a position to ward off the threats 
to our employment and to our wage standards 

3. Restore section 516 (b) of the 1980 Tariff Act, giving a domestic producer 
the right to a customs court ruling on an alleged incorrect classification of an 
imported commodity whether or not it is the subject of a trade-pact cut 
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4. Authorize emergency relief action for injury to perishable agricultural com 
modities, either under escape-clause procedures or under section 22 of the AAA 
(Agricultural Adjustment Act), and expressly prevent the General Agreement 
on Tariffs and Trade (GATT) from interfering with the regular workings of 
section 22 

In addition, the new extension act directs the President to deny the benefits 
of all past and future trade agreement concessions “as soon as practicable” to 
United States imports from the United Socialist Soviet Russia, and Communist- 
controlled countries. It further imposes a ban on United States imports of 
specified furs and skins from the Soviet Union and Communist China. 

A part of this mandate has already been carried out by the State Department 
in giving notice to Rusia, Poland, Rumania, Bulgaria, and Hungary that such 
concessions will be abrogated in the near future. 

However, no action has been taken with respect to Czechoslovakia, a Com 
munist-controlled country that has meanwhile imprisoned an American press 
correspondent on what appeared to be unwarranted charges of espionage. No 
time should be lost in bringing the trade agreement to an end. Likewise, an 
action has been taken against Communist China. 

The past year saw the reversal of the postwar export balance of trade. This 
reversal was only temporary, however, and gave way to the heavy demand for 
war materials which we have recently shipped in greater volume. 

In August of 1950 our imports exceeded our exports for the first time since 
before World War II. Again, in October and once more in January 1951, imports 
were greater than our sales abroad. With February the old dollar gap began to 
reassert itself, but not in the aggravated form of several years ago. 

Imports in 1951 have been at the highest point in history and have averaged 
about a billion dollars per month. But for the shipment of arms and military 
equipment under the North Atlantic Treaty and of materials to help the Euro 
pean arimament industry, our imports would continue to balance our exports. 
This balance of exports and imports is a desirable goal, but we must not over 
ock the dangers of our labor standards from competitive imports. In some 
he products that compete in our domestic market are manufactured 
abroad at costs far below our own because of the low-wage payments prevailing 
in some countries. Such imports exert a heavy pressure upon the wage structure 
of the industries that experience the competition 

While we welcome increased imports of noncompetitive products (which rep 
resent about two-thirds of our total imports) we must insist that the imports 
that do compete shall compete on a fair basis. We seek competitive parity with 
imports in our own market. 


REPORT OF THE RESOLUTIONS COMMITTEE ON THIS SUBJECT AND ACTION TAKEN BY 
THE CONVENTION 


In considering this section of the Executive Council’s report, your comuniittee 
submits the following observations: 

“The experience of a number of our affiliates which have been faced with a 
rising volume of competitive imports has been one of dissatisfaction with the 
administration of the Trade Agreements Act. 

in extending this law, which was first placed on the statute books in 1934, 
Congress this time attached far-reaching amendments designed primarily to 
ifford a remedy against injury to our own producers which might result from 
reduced tariff rates. 

“One of the amendments was a liberalization of the escape clause and a more 
explicit definition of injury as well as enumeration of the factors that must 
be taken into account in determining whether an injury has been incurred or 
whether it threatens. 

“Under the new law, a decline in employment or production (which may re- 
sult from reduced hours of the established work schedule) must be considered 
as evidence of injury. This is a new provision and is the first time that employ- 
ment and wages have been recognized by trade agreements law as economic ele- 
ments that may be adversely affected by international competition. 

“The new law also reenacted the so-called peril-point amendment, which calls 
for a finding by the Tariff Commission, before a new trade agreement is ne- 
gotiated, of the level below which a duty should not be cut. This is a further safe- 
guard against unnecessary injury from trade agreements. 

“Then, too, the new law provides a remedy against wage competition as a way 
of underselling domestic producers by foreign products. The American Federa- 
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tion of Labor cannot condone wage competition from abroad when we have made 
elimination of wage competition in this country a cardinal principle of our leg 
lation. It would be folly to expose the labor standards we have guarded so 
jealously at home to the undermining effects of unfair competition from abroad 

“Finally, Congress amended the trade agreement bill by requiring the abro 
gation of trade agreements with all Communist-dominated countries and wit! 
drawal of all trade agreement concessions accruing indirectly to those countr 
from our trade agreements with other countries through the operation of the 
most-favored-nation clause. 

We note with satisfaction the recent action of the State Department in ca 
ng out this provision of the law, including the announcement of its determir 
tion to withdraw entirely from our trade agreement with Czechosolvakia 

Your committee also directs attention to the levying of a tax on imports based 
on foreign values in foreign currency converted into dollars. In many instances 
this basis of evaluation gives the foreign goods an additional price advantage 
over the products of our own workers. Then, too, we oppose efforts now being 
made to abolish the American selling price as a basis of valuation in the in 
stunces where it is now employed; indeed we urge extension of this principle of 
evaluation 

“In this light, your committee recommends approval of the Executive Council’s 


Committee Chairman Woll moved adoption of the committee’s report 
The motion was seconded and carried unanimously 


UNATR COMPETITION OF ForEIGN-MApE Propucts 


RESOLUTION NO. 83, BY DELEGATE GEORGE A. HABERMAN, WISCONSIN STATE FEDERATION 


OF LABOR 


Whereas it never was the intention of the reciprocal trade treaty policy of 
the Federal Government to permit foreign-made products to be imported in this 
country under circumstances that will result in complete ruination of competi 
tive American industry; and 

Whereas such situation is in fact developing in the motorcycle industry as 
shown by the following facts: England is shipping into this country motorcycles 
which sell for an average of 25 to 30 percent less than comparable American 
made products; this price differential results in part from the fact that the 
average wage rate in the automotive industry in England is 58 cents an hour 
while the average wage rate in motorcycle manufacturing in this country for 
workers who are members of the International Union, United Automobile Work 
ers, A. F. of L., is $1.84 per hour, plus generally superior working conditions and 
social benefits, this price differential is also due in part to the devaluation of 
the value of the English pound by approximately 30 percent; such price differen 
tial has resulted in the loss of 25 percent of sales of one company, Harley 
Davidson Motoreycle Co., of Milwaukee, Wis., during the current manufacturing 
season, which loss of sales is directly accounted for by the sales made in this 
country of the English-made motorcycle and such loss of sales has also resulted 
in the loss of the jobs by 1,400 American working men and women at the Harley- 
Davidson Co.; and 

Whereas, in addition to the unfair competitive advantage enjoyed by the 
imported English-made motorcycles, the British Empire has made it impossible 
for American manufacturers to sell their products in the British Empire, with 
the result that, while such British-made product is freely sold here to the ruina 
tion of the American workingman, American-made products of the same type 
are excluded from the British market : Therefore, be it 

Resolved, That the American Federation of Labor, assembled in convention at 
San Francisco September 17, 1951, go on record as being vigorously opposed to 
the granting of any tariff or import-duty preferences which will permit continu 
ation of the intolerable condition described above, and as supporting any reason 
able changes in such import-duty or import-quota regulations which will permit 
American-made motorcycles to compete on a fair and equal basis with English- 
made motorcycles for American sales. 
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REPORT OF THE COM MITTEF AND ACTION TAKEN BY THE CONVENTION ON THIS 
RESOLUTION 


In reporting on this resolution your committee recommends reaffirmation of the 
repeatedly asserted opposition to unfair competition as a threat to wage standards 
and conditions of work. We do not oppose a high volume of international trade ; 
we favor it. But we cannot look with indifference when the very objectives of 
our long effort and struggle in the economic and social field are threatened by 
imports that derive their competitive advantage from lower wage payments and 
inferior working conditions. 

We reassert the principle that fair competition, as contrasted with sweatshop 
or cutthroat competition, assures both the highest and healthiest flow of trade, 
whether domestic or international 

Qur minimum-wage laws, both State and Federal, our social-security laws, 
our system of unemployment insurance, and our collective-bargaining gauranties, 
all are evidence of our conviction that foreign competition based on wages and 
standards of employment is destructive of a sound social, industrial, and com- 
mercial system It is our judgment that the American market and the interest 
of America’s workers can best be maintained in its expanded and expanding con- 
dition by continued adherence to this conviction. 

In keeping with the foregoing, your committee recommends these resolutions 
be referred to the officers of the American Federation of Labor for consideration 
and action and as herein outlined. It is our further recommendation that all 
efforts be made to the end that authentic cases of unfair import competition are 
eliminated, fully recognizing that removal of unfair trade will not restrict trade 
in general but will promote it It is likewise recommended that we endeavor to 
help shape our foreign-trade legislation to assure fair and equitable import 
conditions where the imported goods compete with the products of our members 
and do not tend to undermine our standards of work and compensation for 
services rendered 

On motion of Committee Secretary Soderstrom, the report of the committee 
was unanimously adopted 


TILE COUNCIL OF AMERICA, 
New York, N. Y., April 24, 1953. 
Hon. Dante A. Reep, 
Chairman, Committee on Ways and Means, 
House Office Building, Washington, D. C. 


Dear Mr. Reep: On behalf of the membership of the Tile Council of America, 
comprising 18 companies which produce over 85 percent of the Nation’s ceramic 
wall and floor tile, I should greatly appreciate your putting this letter into the 
record of the current hearings on extension of the reciprocal trade-agreements 
program 

As you know, we have long been concerned with the need for an adequate pro- 
tective tariff on foreign tile imported into this country, since ours is a small 
industry highly vulnerable to the downswings of the economic cycle and to the 
effects of low-priced foreign tile on the domestic market. 

We have pointed out in detail the basic facts about our industry in testimony 
which I presented before the Committee on Ways and Means on May 10, 1945, 
(p. 2317 et seq.), in information furnished the Committee for Reciprocity Infor- 
ination in a brief filed on December 19, 1946, in testimony presented on February 
27, 1948, and in a letter to the Committee on Ways and Means on January 25, 
1949. Because these facts are fully on record, I shall not burden your commit- 
tee with them again, in detail, at this time. 

Briefly, the domestic tile-manufacturing companies feel that imports of cheap 
foreign-made tile pose a very serious threat to the price structure of the Ameri- 
can industry. History has shown that tile factories go out of business when 
prices fall too low, profits disappear, and there is no incentive to hold on for the 
future. 

The domestic industry is the only reliable source of clay tile in all the shapes, 
sizes, and colors the American people have shown they Want. The principal for- 


eign countries—United Kingdo Japan, Italy, and Spain, which send tile into 





the United States—do not provide a full line, or full range, of necessary shapes 
inplete installations. The American consumers must rely on 
the domestic factories, but these domestic factories cannot stay in business if 
they lose a principal part of their market 
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We maintain that the tile industry is important in peace and war to the Ameri- 
can people, but that it is so small that its fate will not materially affect the inter 
naional economy, one way or the other. A policy of low tariffs, or no tariffs, that 
would permit foreign tile to flood into domestic markets, could add only a few 
million dollars to international trade, while depriving the American Consumer 
of the full range of tile now available 

Furthermore, the domestic factories are conducting a broad promotional pro 
rram to build acceptance and use of clay tile by the American people, and do 
not feel it is fair for foreign-made products to capitalize on this promotional 
activity. 

For your information, the domestic industry comprises some 45 factories, em- 
ploying 9.400 people; and 6,000 tile-contracting firms employing approximately 
0,000 people, a total of 30,000 throughout the United States. The value of 
United States production in 1952 was $61 million; imports totaled $1 millior 
The American factories believe that their continued existence and economic 
health depend upon the maintenance of a tariff structure adequate to prevent 
serious undercutting by foreign-made tile in domestic markets Since a large 

rtion of the tile price is labor cost, and since domestic labor rates are so much 
higher than forei 
direct competition with the foreign workmen and consequently must equalize 
their wages with adequate tariff protection to insure the continuity of their } 

We strongly favor the existence of adequate machinery, through such devices 

s the “peril point’ and “escape clause,” which will insure us full protection in 
the event that our fears materialize at any future date and imports of foreign- 

ade tile seriously affect our domestic industry 

Respectfully yours 


rates, the American workmen in the domestic plants are in 





Tite Counci, oF AMERICA, 
Norris E. PHi.yips, 
Chairman 


STATEMENT OF THE Sorr FIBER MANUFACTURERS’ INSTITUTE, New York, N. Y 


The Soft Fiber Manufacturers’ Institute, through its tariff committee, desires 
to be recorded in favor of H. R. 4294, the Simpson bill 

The Soft Fiber Manufacturers’ Institute is an unincorporated trade associa 
on, composed of 14 companies which manufacture textile products from bast 
or leaf fibers on what is known as soft fiber machinery. These companies operate 
19 plants in S States append a list of these companies, with the locations 
of their factories and sales offices, at the conclusion of this statement 

The products manufactured by the soft fiber manufacturers are included in 
schedule 10 of the Tariff Act of 1930. 





The position of the United States soft-tiber industry on tari protection can 
expressed very simply Che industry believes that tariff protection is essential 


to its continued existence because it is in direct competition with foreign manu 
facturers who use the same materials and the same machinery and pay their 
workers wages that are only a fraction of those received by operatives in this 
country. The industry believe further that its survival in this country is im- 
portant because of its essentiality for national defense. 

The soft-fiber industry has operated in the United States for well over a cen 
ury, or for the greater part of the industrial life of the country. Although one 
of the smaller industries, it provides an economic base for several communities 
and for a substantial number of workers. It converts natural products, not 

n in the United States, over specialized machinery also imported, with the 

abor of operatives to Whom it pays wages at the American standard. Obviously, 

irvival of an industry so placed, even though it is demonstrably more efficient 
than its foreign rivals, must depend on tariff protection. 

The products of the soft-fiber industry, which are yarns, roves, twines, and 
threads of jute, hemp, and flax, are for the most part primary materials of oper- 
ating supplies for other industries, and they enjoy a very wide distribution, of 
Which twines furnish the most obvious example. The essentiality of the indus 
try for national defense is based, however, not so much on its regular products 
as on the established fact that it can furnish, in an emergency, the only possible 
substitute for those vital rope and cordage items made from the so-called hard 


libers. Hard fibers are, without exception, imported. When the imports suifer 
urtailment from enemy action and at the same time the demands from the armed 
rvices increase substantially, as they did in the recent war, the only way of 
ridging the gap is to draw upon the soft-fiber industry for rop d similar prod 


22604—8? = 
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ucts (marlines, for example) made either from jute, as long as that fiber is 
obtainable, or from American hemp. American hemp is the only fiber in either 
the hard fiber or the soft-fiber group which can be produced in the continental 
United States in quantities sufficient for a war emergency. The soft-fiber indus 
try is the only industry which can make full use of this American hemp to pro- 
duce the items needed for war purposes, 

Although there is some production of fiber flax in this country, it is by no 
means sufficient for the requirements of the industry, and a substantial amount 
of this fiber is imported. The entire supply of jute, also, Which is the principal 


raw aterial of the soft-fiber industry, is imported from Pakistan. The very 
existence of the domestic soft-fiber industry automatically results, therefore, 
in substantial foreign trade in these two fibers. 

Domestic manufacturers have no natural advantage over their foreign com- 
petitors in the procurement of raw material. Furtherinore, because the work- 
ing of these fibers requires specialized types of machinery which are not produced 


in the United States, this machinery must be imported; and the capital invest- 
ment includes, therefore, a certain item of cost which represents the tariff charge 
on the machinery. 

The most important consideration, however, is the great disparity in the wage 
rates paid to the American operatives and those who work for foreign competing 
manufacturers. India, prior to the partition of 1947, produced practically the 
entire world supply of jute. This advantage, coupled with her abundant supply 
of cheap labor, fostered the development in that country of a very large jute 
manufacturing industry, which is the foremost competitor of the United States 
soft fiber industry. The ratio of United States to Indian wages for typical 
occupations in jute manufacture is 18 to 1; and even if it is assumed that the 
American operative is as much as 50 percent more efficient than his Indian 
counterpart, this disparity in wages means that the labor cost in this country 
bears to the Indian labor cost a ratio of 12 to 1. When it is remembered that 
this ratio, speaking generally, applies to the entire range of manufacturing opera 
tions from the raw fiber to the finished product, it is very evident that the United 
States industry, using the same material and the same machinery as its foreign 
competitors, can only maintain itself with the aid of some tariff protection. It 
is equally evident that this tariff protection is directed toward its most legitimate 
objective, the maintenance of the American standard of living for workers in a 
well-established and efficient industry, and the perpetuation of enterprises whose 
plant and technical knowledge are essential to the defense of the country. 

In that section of the industry that uses flax as its raw material the situation is 
similar. Flax manufactures are produced both in Great Britain and in many of 
the countries of continental Europe, and in every case the wages paid in this 
country are several times those received by foreign operatives of comparable 
skill. In the case of Great Britain, for example, which is one of the leading manu 
facturers of flax products, recent comparisons show that United States wages are 
six times those paid in the British industry. Tariff protection is demonstrably 
vital, therefore, for the flax portion of the domestic soft fiber industry. 

Tariff rates affecting the products of the industry are on both specific and ad 
valorem bases. Many of them have already suffered substantial reductions in 
reciprocal agreements negotiated under the Trade Agreements Act. Even where 
some specific rates have not been reduced, however, it is clear that their effective- 
ness has been impaired by the substantial rise in prices, wages, and costs during 
the inflation of the last 10 years. The soft fiber industry thus finds itself in in- 
tensified competition with foreign manufacturers, 

In summary, therefore: 

(1) The soft fiber industry has proved its vital importance to the defense of 
the United States during the last war 

(2) It has existed as an American industry for over 100 years. 

(3) It is the principal source of income in several small communities, 

(4) It uses raw materials of which the bulk of the supply is grown abroad 

(5) It pays wage rates 18 times those paid to workers producing jute goods in 
India. 

(6) It pays wage rates six times those paid to workers in the United Kingdom 

(7) Tariff protection for the soft fiber industry is essential to maintain a vital 
defense facility and to preserve the wages of its workers at the American 
standard. 

It is hoped that this description of the soft fiber manufacturing industry, its 
place in the domestic economy, its contribution to foreign trade, and its essen- 
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tiality in national security will serve to establish in the minds of your committee 
the justification for our position on tariff protection. 

. This institute particularly favors these changes in the trade agreements pr: 
gram which we believe H. R. 4294 is designed to provice 

(a) A new definition of what should be regarded as constituting injury to 
American producers, as a clearer guide to the Tariff Commission in formulatinz 
decisions and recommendations for action under peril-point or escape-ciause 
procedures ; 

(b) An increase from a 6- to a 7-member Tariff Commission; and an increast 
in authority which will restore the Tariff Commission to its rightful importan 
place in determinations of vital concern in this Nation's economic lite; 

(c) The inclusion of “impairment of the national security” as an element to be 
considered by the Commission when investigating the effects of imports on domes 
tic producers. 

It is our earnest hope that these provisions may be included in the measur 
which your committee reports to the House of Representatives. 

Should your committee require facts in more detail concerning this industry, 
the Soft Fiber Manufacturers’ Institute will be pleased to secure and submit 
them. 








fanufacturers of soft-fiber products with the locations of their facto s and 
principal sales offices 
Company | Location of factories I 
American Manufacturing Co. Brooklyn, N. Y.; Philad Brookly1 ( 
phia, Pa, Md.; Bostor M Chi- 
cago Il} Pt i hia 
I t. Lo N New 
Orl La 
Columbian Rope Cx Aubur N. ¥ Auburt N y Bost 
M oO Nou 
Orleans, La ew York 
Pn 
Dolphin Jute Mills, Inc Paters N.d Paterson 
Ederer, Ine Phila Pa l vdelpt Pa 
Ensign-Bickford Co Sin Cor g bury, ¢ 
Hanover Cordage Ce Hanover, I Hanover, I 
Hooven & Allison C Xenia, Ohio Xer O} 
Thom Jackson & Son Co Reading, Pa Reading, Pa 
Lehigh Spinning Co Allentown, Pa Allentown, Pa 
Linen Thread Co., Inc I I » J Newark New York, N. ¥ 
N J Baltimor Md M ( Ill 
Salem, Ore Fr ct ( 
mor Ni i hi 
Pa 
Ludlow Manufacturing & Sales Cx | Ludlow, Mass.; Allentown Boston, Ma Jersey City, 
| Pa.; Edge Moor, Del N. J.; Chicago, Il.; Texa 
| Cit Pex \ I 
} I : Ga 
Revonah Spinning Mills | Ha er, Pa Hanover, I 
Schlichter Jute Cordage Co. Philadelphia, Pa Philadelphia, Pa.; New York 
| Ne me 
Stevens Linen Associates. .-- , Webster, Mass | Webster, Mass. 


STATEMENT OF SIDNEY S. KorRZENIK, EXECUTIVE DIRECTOR AND COUNSEL, NATIONAI 
KNITTED OUTERWEAR ASSOCTATION 


This statement is made in behalf of the National Knitted Outerwear Associa 
tion, the only national trade association in the United States representing th 
branch of the Nation’s knitting industry. This association has over 700 mem 
bers producing knitted outer apparel of various types, consisting chiefly of 
sweaters of all kinds, swimsuits, knitted headwear, knitted polo and T-shirts, 
and a variety of other articles 

While we are in favor of the basic and comprehensive study of our nation: 
tariff policy which H. R. 4294 contemplates and which the administration 
expects to undertake, we believe that the delegation of tariff-making power 
as it now exists in the executive branch, or as it would be vested in the Tariff 
Commission under the proposed bill is not sufficiently safeguarded by adequate 
review and checks against abuse of administrative discretion to be permitted 
to continue in this form even for another year. This conclusion is no mers 








566 TRADE AGREEMENTS EXTENSION ACT OF 1953 


generalization. It is a conclusion based upon specific facts of critical importance 
to our industry and set forth below. 

The chief foreign competition of this industrial group encountered by this 
industry is in the form of cashmere sweaters from Great Britain, and to a lesser 
extent from Austria. 

The cashmere hair used for the manufacture of cashmere sweaters all origi- 
nates in Asia, most of it in China. Prior to the outbreak of the Korean war, 
both American producers and British producers generally obtained these mate- 
rials from these same sources. But after Korea, on December 17, 1£50, the 
Foreign Assets Control Division of the United States Treasury Department 
provided by regulation that it was thereafter illegal, without a license, to 
import goods from Communist China, or to import them from any other country 
if a person in Communist China has any interest in such commodities. Then, 
by way of tightening control] on the importation of goods emanating from Com- 
munist China, the Foreign Assets Control Regulations on March 7, 1951, ordered 
customs collectors at various ports of entry to demand licenses before allowing 
entry of any goods originating in Communist China, regardless of the country 
through which they were transshipped or from which they were imported. 

To avoid the possibility of concealing the true origin of certain prohibitive 
goods by transshipment through another gountry, it was further provided on 
August 15, 1951, that all goods which were customarily and historically of 
Chinese origin will now in all cases be presumed to originate in Communist 
China; and this presumption governs unless the importer is able to furnish 
positive proof that their import originated in some country other than China. 

As a result of these regulations, American manufacturers of cashmere sweaters 
may no longer obtain cashmere hair or yarns made of cashmere hair, which come 
from Communist China or which are of the kind which customarily originated in 
Communist China. This regulation cuts off their major supply. So far as this 
action against Red China is concerned, we certainly have no opposition thereto. 
We do not wish to provide American dollars to Communist China by the purchase 
of raw material originating there, even though American manufacturers of cash- 
mere sweaters are thus limited to a smaller supply of cashmere hair originating 
in Mongolia, outside of Communist China. 

sut our British competitors are under no such restriction. The Foreign Assets 
Control regulation referred to above is made inapplicable to finished gocds made 
of cashmere hair. The British are able, without restraint, to acquire their raw 
materials from Communist China. While it is forbidden to bring cashmere hair 
or cashmere yarn from Communist China into the United States, the Foreign 
Assets Control regulations do prohibit the importation of Chinese cashmere 
hair in the form of cashmere sweaters coming from Great Britain or Austria. 
Hence, that which American manufacturers of cashmere sweaters are prohibited 
from doing, the British and other foreign competitors may do and are doing— 
using American dollars which they acquire in the United States through the sale 
of their cashmere sweaters, to purchase raw materials for these products from 
Ked China. 

Such discrimination is indefensible. And yet the Executive, under whose au- 
thority the Foreign Assets Control of the Treasury operates and to whom au- 
thority is presently delegated under the Reciprocal Trade Agreements Act, has 
permitted this discrimination to continue, even after our tariffs on the importa- 
tion of these British sweaters have been reduced under the delegation of tariff- 
making power to the President. Still, less, therefore, would a delegation to the 
‘Tariff Commission alone be warrantable when the Tariff Commission itself could 
do nothing about correcting the Treasury regulations which now permit cashmere 
from Communist China to come into this country in the form of British cashmere 
sweaters 

The situation described above indicates the danger that lies in a wholesale 
delegation of authority without adequate safeguards. Unless there is proper 
review of administrative action or sufficient exposure to public analysis in Con- 
vress or elsewhere, there exists no means of redress for a situation so patently 
unfair as that stated above. 

Not only is a major source of supply from which we are barred made available 
to competitors in Great Britain and elsewhere, but, as a result of the fact that we 
can no longer bid against our foreign competitors for this valuable material, the 
price at which they can obtain it is lower than it otherwise would be, whereas 
the price for the more limited supply to which we are confined has, naturally, 
risen. According to the market reports that we have recently received from 
members in the industry, and which we believe to be accurate, cashmere hair is 


ill 
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currently being purchased from Red China at approximately $2.75 per pound, 
whereas cashmere hair originating in Mongolia and coming to this country 
through Russian sources is now priced at about $4.40, according to the most recent 
Russian quotations. 

Inasmuch as it has been reported in connection with the Simpson bill that 
the administration has given assurances that an injustice affecting wool tops 
entering this country from Uruguay (with Uruguayan encouragement tanta 
mount to an export bounty) will be corrected forthwith, if H. R. 4294 be ap 
proved, we think it no less important that immediate consideration also be given 
to correction of the situation set forth above affecting cashmere and cashmere 
sweaters. The administration should be asked to give such assurances now 
on the first opportunity ever provided for congressional review of this abuse 
of administrative discretion. The matter is too urgent to be permitted to con 
tinue uncorrected while the entire question of imports and tariff administration 
is under congressional consideration. We ask, therefore, that only if specific 
assurances are received from the administration that steps will be taken to 
correct the discrimination presently existing, as pointed out above, and unless 
adequate safeguards are included in the new delegation of tariffmaking authority, 
H, R. 4294 should not receive congressional approval. 





PEHLE, LESSER, MANN, RIEMER & LUXFORD, 
Washington, D. C., May 4, 1953 
Hon, DANreL A. REED, 
Chairmen, Committee on Ways and Means, 
United States House of Representatives, Washington, D. C. 


My Dear Mr. CHAIRMAN: Please refer to H. R. 4294, a bill to extend the auth 
ority of the President to enter into trade agreements under section 359 of the 
Tariff Act of 1930, as amended, and for other purposes. 

Without at this time expressing any view on the merits of H. R. 4294 I would 
like to offer certain suggestions regarding the procedural aspects of escape 
clause proceedings. In this connection, this firm has appeared in two escape 
clause proceedinzs under section 7 of the Trade Agreements Extension Act of 
1951 and, therefore, my observations are the result of actual experience in rep 
resenting parties in such proceedings. 

Under the 1951 act as well as under H. R. 4294, in any escape clause proceed 
ings in which there is prima facie evidence of serious injury, it is provided 
that: 

“* * * the Tariff Commission shall hold hearings giving reasonable public 
notice thereof and shall afford reasonable opportunity for interested parties 
to be present, to produce evidence, and be heard at such hearings.” 

This is obviously a very desirable and important provision and entirely in 
accordance with American concepts of justice and fair play. Moreover, I want 
to state at once that I am satisfied that the Tariff Commission fully recognizes 
the significance of this safeguard and makes every effort to adhere to the spirit 
as well as the letter of the hearing requirements. 

The trouble is that while the law is clear on the right of an interested person 
to be heard, the exercise of such right is critically limited in many cases either 
as a result of other provisions of law or due to a misconception of the meanin 
of such other provisions. The right to be heard must presuppose the right to 
know the basic charges involved and reasonable notice of the facts in support 
of such charges. Otherwise a hearing is a mockery for the interested parties are 
not in a position properly to prepare their case—and, in turn, the Tariff Commis 
sion fails to get the benefit of a thorough public airing of the facts with all parties 
present participating intelligently. 

As matters stand now, the basic difficulty is that the Tariff Commission is of 
the opinion that any interested party in an escape-clause proceeding has the 
absolute right to refuse to make public any facts which such party regards as 
confidential. While the Commission regulations (see. 207.4) do provide that 
such “confidential” facts may he provided to the Commission privately and the 
Commission reserves the right to refuse to accept information which it deter 
mines not to be entitled to confidential treatment, the inescapable fact is that 
(1) the claim for “confidential” treatment tends to be used excessively. to the 
distinct injury of other interested parties, and (2) the Commission is ver) 
fenerous in accepting data as “confidential” even where that means that the 
other parties are kept entirely in the dark regarding what may be pivotal facts 
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Nor is this a one-sided advantage benefiting only the domestic producers or 
only the importers. Anyone ean readily see that through the tactical use of 
“eoniidential” each side can pretty well conceal from the other key facts which 
night weaken its case if exposed to examination by other experts in the same 
field. True, such key “facts’’ may be disclosed to the Tariff Commission but 
their full import may well be overlooked or misinterpreted sitice neither the 
Commission nor its staff will always have the technical experience and back- 
ground to appraise such facts. 

Therefore, my first suggestion would be that the procedural provisions relating 
to escape-clause actions should be amended to eliminate or radically restrict 
the right to hide facts by labeling them confidential. Certainly no party could 
appear in court and employ such tacties to the injury of opposing parties. Nor 
could they be used in any ordinary proceeding before an administrative tribunal 

The Tariff Commission sometimes argues, as have the courts, that its proceed- 
ings are more in the form of a legislative hearing and, therefore, not subject to the 
usual standards employed in courts or administrative tribunals. Without passing 
on the validity of this analogy, I will say that I do not believe that any committee 
of Congress would permit the basic facts in a case to be concealed from the public 
because interested witnesses cloaked them with the label of “confidential.” 
Moreover, the Congress has provided by law for the right of interested parties to 
he heard—although so far as I know, no person has by law the right to be heard 
before a congressional committee. My position is that if a party has the right 
by law to be heard, then the law should be equally clear that such right have 
content as well as form. Congress can amend the law and withdraw the right 
to be heard, but so long as it does not, the right to be heard should be implemented 
by providing all interested parties with access to the relevant facts. 

If it is believed to be too drastic a measure to eliminate the whole concept of 
confidential privilege for parties appearing at a hearing or participating in an 
escape-clause proceeding, then the Tariff Commission by law should be required 
to limit this right to the barest absolute minimum. Moreover, in such cases, the 
Commission also should be required otherwise to inform the other parties of the 
substance of the information withheld in such manner as will reasonably acquaint 
such parties with the effect thereof. 

My second suggestion relates to the obligation of the Tariff Commission itself 
to disclose relevant factual data in its possession but otherwise unavailable to 
interested parties or available only at the cost of unreasonable expense or great 
delay In several escape-clause cases adequate statistical data has not been 
available to the public although the Tariff Commission, in the course of its investi- 
vation, obtained such data from the confidential records of the Census Burean, 
Bureau of Customs, industry reports, etc. Obviously, such data cannot be pub- 
lished in a form which would violate the confidence of those providing such data 


or otherwise be contrary to law At the same time the Commission in most cases 
does succeed in publishing such data in an appropriate form at the time it makes 
its report to the President However, at that point it is too late to be of any 
ussistance or guidance to interested parties, for hearings are over and the Com- 
mission has concluded its consideration of the case 


It is proposed that this procedure be modified so that the Commission will be 
required to publish relevant statistical data in an appropriate form and under 
ippropriate safeguards at the time it orders a public hearing. This would aid all 
the parties materially in evaluating their interest in the case and assist them 
in their preparation for the hearings. Obviously, in cases where the Commis- 
| or subject to future checking it would release 
such statistics with a notation of their provisional character. 

Finally, it is noted that there is no clear remedy for any party who may 
question the Commission’s interpretation of the applicable law. In fact, there is 
genuine doubt as to whether an interested party has any legal remedy if the 





sion’s statistics are still provisiona 


Commission misconstrues the law and defeats the intent of Congress. This is 
an extraordinary situation and clearly requires congressional remedy. It is 
proposed that the Commission be required by law to state its findings on all issues 
of law appropriately raised in the course of an escape clause proceeding and that 
provision be made that any interested party may appeal to the courts from the 
Commission's decision on issues of law. This in no way would limit the Com- 
mission’s powers with regard to issues of fact. It serves only to protect the 
rights of the public and interested parties if the Commission’s interpretation of 
the law were subject to proper court review. 

If the committee thinks well of any of these suggestions or is interested in 
any elaboration thereon, I will be pleased to appear and testify thereon or to 
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suggest concrete amendments which could be used in implementing such sug- 
ces tions. 

In making these suggestions I wish to state that although we have certain 
clients interested in the outcome of the pending legislation, we are not presently 
retained to represent any such clients for the purpose of influencing legislation, 

nd our only interest at this time is to make the escape clause procedure more 
workable and more consistent with usual legal standards. 

It will be appreciated if this letter is made a part of the record in the present 
hearings on H. R, 4294. 

Very truly yours, 
ANSEL F. LUxForp. 


H. P. SNYDER MANUFACTURING Co., INC., 
Little Falls, N. Y., May 6, 1953. 
Hon. DANIEL A, REED, 
House Office Building, Washington, D. C. 

DEAR CONGRESSMAN REED: We have wired you as follows: 

“We urge you to give your full support to the Simpson bill, H. R. 4294. Eighty 
thousand American workers in the bicycle industry alone must have protection or 
be ruined. More information will be supplied by letter.” 

We submit further information, herewith, in support of our above stated 
telegram 

The bicycle industry of the United States which, as above stated, represents 
approximately 80,000 workers, and a retail sales volume annually of around 
$200 million, is in serious need of protective legislation. You will receive from 
many others a great deal of detailed material concerning the needs of this in- 
dustry and many other industries. However, in order that we attempt to sim- 
plify our presentation and show you in a concise manner what has happened to 
the United States bicycle industry, and we are sure will continue to happen to 
it, we have prepared the attached graph. We merely wish to call to your 
attention the following points: 

1. From 1933 through 1949 the average percent of foreign imports to United 
States sales was 1.3 percent. 

2. Because of tariff concessions and the devaluation of British and other 
currencies in 1949, imports rose to 3144 percent of domestic sales in 1950; 9.6 
percent in 1951; 13 percent in 1952 

3. By projecting this rate of acceleration, we estimate and fully believe that 
imports will reach 20 percent of domestic sales in 19538: 23 percent in 1954; 
27 percent in 1955; 30 percent in 1956, and will continue until the American 
bicycle industry does not exist 





We have every reason to believe that the above estimates are conservative, and 
full 50 percent or better may be reached within another year. We make this 
statement based on our record of having underestimated imports each year for 
the past 4 years 

We consider the administration is using the bicycle industry as a calculated 
risk and we strenuously object, as do our many employees (all of whom are good 
union membe 

We sincere 


Ss) 


y urge you to put your support behind H. R. 4294. 
Sincerely yours, 


} 
1 


H. P. SNYDER MANUFACTURING Co. 
H. W. Snyper, President. 


» ING, 
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STATEMENT OF CHARLES M. GRAY, MANAGER, INSULATION BOARD INSYITUTE, 
CHICAGO, ILL. 


My name is Charles M. Gray. I am manager of the Insulation Board Institute. 
I present this statement in support of certain of the provisions in H.R. 4294, 
the so-called Simpson bill, which the institute I represent and its members 
earnestly recommend be enacted by the Congress, 

The Insulation Board Institute is a nonprofit trade association whose members 
produce over 95 percent of the insulation board produced in this country Its 
members include: 


Armstrong Cork Co., Lancaster, Pa. 

Celotex Corp., Chicago, Ill. 

The Flintkote Co., New York, N. Y. 

Dant & Russell, Inc., Portland 4, Oreg. 

Insulite Division of M. & O. Paper Co., Minneapolis, Minn 
Johns-Manville Sales Corp., New York, N. Y. 
Maizewood Insulation Co., Dubuque, lowa 
Masonite Corp., Chicago, Ill. 

National Gypsum Co., Buffalo, N. Y. 

Pioneer Division of Flintkote Co., Los Angeles, Calif 
Simpson Logging Co., Seattle 1, Wash. 

United States Gypsum Co., Chicago, Il 

Wood Conversion Co., St. Paul, Minn. 


Insulation board is a product used principally in buildings as an insulating 
medium against temperature changes. It is manufactured from woodpulp, 
cane, and other vegetable fiber by bonding pressure and heat in a felting process 
into sheets ranging from 4% inch to 1 inch which is cut into convenient building 
sizes. About 65 percent of the board 7/16 inch and over in thickness is used 
in construction as structural sheathing, roof insulation, plaster base lath, and 
building board. About 25 percent is used in the further manufacture of acous- 
tical tile, interior tile, and plank. The remaining 10 percent is used as core 
stock for insulating siding. Board less than 7/16 inch has a variety of uses, 
ranging from shingle backer and building board to pipe gasket. 

Insulation board manufactured by these domestic producers is of the kind 
covered by tariff item 1402 and is similar to insulation board manufactured in 
Sweden, Finland, and Canada, where there are large insulation board indus- 
tries. 

As a result of the concessions granted under the reciprocal trade agreements 
program, the United States duty on imported insulation board has been reduced 
to the point (i. e., 5 percent ad valorem) that it provides not only no deterrent 
to foreign insulation board but little or no protection to the domestic insula 
tion board industry, despite the fact that insulation board is an essential com 
modity to the national security and contributes to the conservation of wood 
through more complete utilization. The present duty into the United States in 
terms of dollars is between $1.50 to $2 per thousand square feet, the unit in 
which insulation board is commonly sold, or from 3 to 4 percent of the cur- 
rent domestic manufacturers’ prices. This duty is even less effective relatively 
when the location of the domestic producers to principal domestic markets is 
considered. 

There is a high concentration of insulation board plants (about one-half of 
the productive capacity) in the Southern States. By far the largest plant is 
located at Marrero, La., and other large plants are located in Mississippi (3 
mills), Alabama, Florida, Georgia, and Virginia. The second largest plant is 
located at Internationa! Falls, Minn. Other plants are in the Pacific Northwest 
and in Hawaii. The largest demand for insulation board is in the North Central 
and Northeastern States where heating requirements have caused an extra- 
ordinary public acceptance for the product, the largest demand being in New 
York, Illinois, Michigan, Ohio, and Pennsylvania. As a result, the largest United 
States producers, whose board moves by rail, can reach these larger domestie 
markets only by long freight hauls, which equal or exceed the ocean freight 
and duty on Scandinavian board shipped to east coast ports and substantially 
exceeds the rail freight and duty on Canadian board into such markets. As 
domestic freight rates have increased in recent years, the duty being statie since 
1949 at 5 percent, the differential favoring foreign producers has increased. This 
trend unless arrested conld result in turning the domestic large volume markets 
over to foreign insulation board producers. 
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Our concern is not only over the low tariff on imported insulation board but at 
the absence of effective remedies to relieve from the hardships caused by tariff 
concessions. 

The escape-clause procedure contained in the Trade Agreements Extension 
Act of 1951, as presently written and applied by the Tariff Commission, is a most 
illusive remedy to obviate the hardships that result from concessions granted 
under the reciprocal trade agreements program—a remedy that can be used 
successfully only by the most distressed or vanishing industries. 

A review of the investigations handled by the Commission under it to date 
indicates first that the odds are about 10 to 1 against an applicant that he will 
not get relief \ review of the Comunission’s reports and of the facts involved 
in each case indicates that the serious injury test has been construed to require 
evidence of the literal extinction of the domestic industry involved, which must 
be caused by increased imports following tariff concessions, before relief can be 
granted. As a result, the escape clause has become a theoretical remedy only 
and not a practicable workable escape remedy. Moreover, not only must a most 
aggravated effect on the domestic industry be shown, but the Commission on the 
average has not acted with respect to such applications for approximately a year. 
Such delay in cases where relief should be granted could result in the bankruptcy 
or extinction of the applicant, or in his being forced into the importing business 
to survive. Thus, we believe that relief under the escape clause as it is now 
written and applied is a matter of too little relief, too late. 

For these reasons, we recommend the enactment of sections 5 and 6 of H. R. 

204, to reestablish the escape clause, as it was intended to be, to constitute a 
practicable workable escape remedy in fact, to relieve from hardship caused 
by concessions made in reciprocal trade agreements. For the same reasons, we 
helieve that the peril-point modifications provided in sections 3 and 4 of H. R. 
4294 are equally necessary. 

Certainly, the element of essentiality of the particular product to our national 
security should be made a pertinent and relevant factor to be considered by the 
Tariff Commission under the escape clause and peril-point procedures. En- 
couragement of foreign imports at the expense of our national security, or at the 
expense of domestic industries that produce products which are essential to our 
national security, is a shortsighted policy destructive of our will to peace. 

We also recommend the enactment of section 12 of H. R. 4294, which would 
amend the antidumping law to enable “dumping” to be found, and a “dumping” 
duty imposed, when “dumping” occurs in fact, without a time-consuming investi- 
gation as to the effect of such dumping on domestic industry. This provision 
would presume injury from the fact of dumping. This is, of course, merely a 
“reciprocal” provision as to dumping to those contained in the tariff laws of many 
of the very countries that are participating with our Government under the 
reciprocal trade agreements program 

It is most unusual for a governmental body, whether it be an instrumentality 
of Congress or a judicial tribunal, to be constituted by an even number of mem- 
bers, as the Tariff Commission is now constituted. Such a body so consti 
tuted finds it difficult to avoid equally divided decisions and inaction. We earn- 
estly recommend the enactment of section 14 of H. R. 4294, which would provide 
for a seventh member on the Tariff Commission. 





STATEMENT OF DONALD LINVILLE, EXECUTIVE SECRETARY, HARDBOARD ASSOCIATION, 
CHICAGO, ILL. 


My name is Donald Linville. I am executive secretary of the Hardboard Asso- 
ciation. I present this statement in support of certain of the provisions in H. R. 
4294, the so-called Simpson bill, which the association I represent and its mem. 
bers earnestly recommend be enacted by the Congress. 

The Hardboard Association is a nonprofit trade association recently formed to 
promote the interests of the domestic producers of hardboard. Its members and 
the locations of their plants are as follows: 





Chapman Manufacturing Co., 

Corvallis, Oreg.: Corvallis, Oreg. 
Forest Fiber Products Co., 

Forest Grove, Oreg.: Forest Grove, Oreg. 
Masonite Corp., 

Chicago 2, Ill.: Laurel, Miss., Ukiah, Calif. 
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Oregon Lumber Co., 
Dee, Oreg.: Dee, Oreg. 
Superior Wood Products, 
Duiuth 2, Minn.: Duluth, Minn. 
United States Gypsum Co., 
Chicago 6, Ill.: Greenville, Miss. 


From a simple origin in a laboratory in 1926, as a way to use wood fiber, hard- 
board has become a product with a thousand and one uses, encountered in every 
walk of life. No automobile or bus is built without it. Few TV sets are not 
backed with it It is in nearly every home and office in some form. It is used 
as paneling in the lumber, furniture, and millwork industries; as interior finish, 
floor underlayment, paneling, and in forms for concrete in construction and 
remodeling; and as a basic material in merchandising and display and in the 
transportation, education, recreation, electronics, and manufacturing fields 

More technically, hardboard is a homogeneous, hard, dense, grainless, panel 
material, made of wood fiber, having a high tensile strength, low-water absorp 
tion, and a high density. While it resembles wood in many respects, it has 
numerous advantages over and few of the defects normally found in natural 
wood. It is made by exploding or otherwise reducing wood chips to a fiberous 
state, refining the fibers, and pressing them into dense rigid boards, the wood 
fibers being permanently bound together by the natural lignin in the wood 

In addition to the members of this association, there are three other manu 
facturers of hardboard: 


Anacortes Veneer, Inc., Anacortes, Wash. 
Cascades Plywood Corp., Lebanon, Oreg. 
Coos Bay Lumber Co., Coos Bay, Oreg. 


and seven other companies that have hardboard plants under construction 


Long-Bell Lumber Co., Longview, Wash. 

Montana Hardboard Co., Ine., Missoula, Mont. 

Oregon F.bre Products, Inc., Pilot Rock, Oreg 

Rogue Hardboard, Inc., Grants Pass, Oreg. 

Versatile Products, Inc., Anacortes, Wash. 

Washington Hardboard Products, Inec., South Bend, Wash. 
Weyerhaeuser Timber Co., Klamath Falls, Oreg. 


The members of this association now produce in excess of a billion square feet 
annually, and the industry has an annual productive capacity in excess of 1,775,- 
000,000 square feet. This figure can more readily be appreciated, perhaps, when 
I tell you that it would make a band a foot wide over 13 times around the earth, 
or would fill a train having 31,700 boxcars. The principal raw material used is 
pulpwood, plywood log cores, and lumber mill slab waste and edgings. In the 
South and in Minnesota this material is cut by and purchased from local farmers, 
the resulting income being a substantial farm-income factor in that area. West 
coast operations are largely adjuncts of the lumber industry utilizing wastewood 
as a source of fiber. 

The duty (tariff item 1418) on foreign hardboard imported into this country, 
which is comparable in all respects to domestic hardboard, has, as a result of the 
reciprocal trade agreements program been reduced from 30 percent ad valorem 
under the Tariff Act of 1930, to $7.25 per ton, but not less than 744 percent nor 
more than 15 percent ad valorem. The product is commonly sold in thousand 
foot units which in the more popular 14’’ size weights 750 pounds per thousand 
square foot. The present duty into the United States in terms 6f dollars, there 
fore, is $2.72 per thousand square feet, or about 5 percent of the current domestic 
manufacturer's prices. As I shall show, this is no deterrent to importers nor of 
any protection to the domestic industry. 

The principal foreign producers of hardboard are Sweden, Finland, and 
Canada. In recent years, since the tariff concession, imports of foreign hard 
board into the United States have grown tremendously, which when coupled 
with the extremely low prices at which such board has entered this country has 
had an increasingly profound and distressing effect upon the domestic hard- 
board market. 

The plants of the domestic producers being located in the South and Far 
West are located at substantial distances freightwise from the principal domes- 
tic markets for hardboard products which are in the North Central and North- 
eastern States, where the very important centers of the furniture, television 
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cabinet, novelty and toy, automotive, electronic, and other industries using 
hardboard are located. This means that the domestic producers can reach these 
larger domestic markets only by long expensive freight hauls, the cost of which 
is substantially in excess of ocean freight and duty on Scandinavian hardboard 
shipped to the United States Eastern ports, and even more substantially in 
excess of rail freight and duty on Canadian hardboard shipped anywhere in 
the major market As domestic freight rates have increased in recent years, 
this differential has likewise increased. This trend, unless quickly arrested, 
will turn the large volume markets over to foreign hardboard and leave the 
less desirable markets to the domestic producers. This is causing particularly 
serious hardships now that a buyer’s market has developed as to hardboard. 

These conditions resulted in April 1953 in the filing of a petition by the Asso- 
ciation for a finding under the antidumping law as to Swedish hardboard, which 
is now pending. 

The escape-clause procedure also has been investigated with a view to the 
possibility of its use. However, a review of the investigations of the Tariff 
Commission to date and of the interpretation of the escape-clause procedure by 
the Commission indicates that the escape clause as presently written and 
applied is a most arduous remedy which can be used successfully by only the 
most distressed or vanishing industries. For this reason, the Hardboard Asso- 
ciation and its members earnestly support certain of the provisions of H. R. 
4294. 

Several points occur to businessmen from a review of the escape-clause remedy. 

In the first place, viewed statistically the chances are 10 to 1 against an 
applicant that his application will produce no results. Of the 26 industries 
which have applied for relief, 7 applications are still pending before the. Com- 
mission, 1 was withdrawn by the applicant, and 18 were decided by the Com- 
mission. Of the 18 that were decided, in 12 the Commission’s recommendation 
was that there be no modification in the tariff—this including 2 industries that 
applied twice and were unsuccessful both times—a withdrawal of a concession 
being recommended in the other 6. Of the 6 in which the Commission recom- 
mended relief, President Truman accepted the recommendation in 3 instances, 
and rejected the recommendation in 2 instances. In the only other instance of 
a Commission recommendation, President Eisenhower in February 1953 requested 
supplemental information and that proceeding is pending. A review of these 
cases indicates that the test of “serious injury” has been so construed as to 
require evidence of the virtual extinction of a domestic industry, as the direct 
result of increased imports following tariff concessions, before relief can be 
granted. This, of course, makes what was intended as a workable “escape” 
from the hardship which might result from reciprocal-trade agreements into a 
highly theoretical remedy. Businesssmen should be able to apply for relief 
when they see the club of foreign imports being swung in their direction—not 
after it has struck. 

In the second place, our review indicates that the average time between the 
date of application and final decision by the Tariff Commission has been about 
11 months, the shortest being 5 months and the longest 18 months. While the 
complexity of such cases is not to be underestimated, a year’s delay in learn 
ing the final decision of the Commission in an escape-clause case can well result 
in bankruptcy or extinction to the applicant, or his being forced into the import- 
ing business to survive. Such a great time lag, coupled with the severity of the 
test to be applied before application can be made in the first instance, renders 
the “escape clause” remedy as heretofore construed and applied a misnomer of 
little or no realigtic value to American industry. 

For these reasons, we earnestly recommend that sections 5 and 6 of H. R. 
1294 be enacted, to restore the escape clause as a practicable, workable, escape 
remedy in fact, to relieve from hardship caused by the impact of the reciprocal- 
trade-agreements program. For the same reasons, we believe the “peril point” 
modifications provided in sections 3 and 4 of H. R. 4294 are vitally necessary. 

Essentiality of the particular product to the national security should cer- 
tainly be a pertinent and relevant element to be considered under the “escape 
clause” and “peril point” procedures. Encouraging iniports at the expense of 
our national security is incomprehensible, and fails to put first things first. The 
hardboard industry presents a case in point. 

The substantial postwar expansion of this industry has been encouraged by the 
Federal Government for two reasons. First, being made of wood fiber waste, 
the production of hardboard contributes to the conservation of lumber through 
more complete utilization of the tree. Secondly, hardboard is essential to the 
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national security In World War II, for example, from 85 percent to 90 percent 
of the production of this industry went directly to the armed services or ind 

rectly to defense plants engaged in the manufacture of defense orders as co 

ered by priority regulations then in effect, end uses being hutments and barracks 
hospital walls, partitions, and operating rooms; trailers, ambulances, sleepin 
ears, and hospital cars: electrical panels; laboratory equipment; patterns al 

templates for the aircraft and shipbuilding industries, and many other uses 
where hardboard replaced more critical steel and aluminuin sheets Recently 
the Defense Production Administration announced a substantial goal of ex 
panded facilities for this industry (which has been met), being desi ned to 

“J. Inerease for certain deficit areas the manufacturing and processing « 
pacity of the lumber and wood products industry 

‘29 Aid in meeting military, industrial, and essential civilian needs durir 
partial or full mobilization. 

3. Increase the utilization of timber, by producing, out of wood waste, prod 
ucts likely to he in critical supply in time of full mobilization.” 

This encouragement has taken the form of tax amortization certificates, RI 
louns, Government research, and large defense purchases. 

To permit the existing plants, and the new plants that are about to come into 
production, to be economically destroyed by the importations of foreign hard 
board, because of the present low duty and the ineffectiveness of the “escape 
clause,” would be the height of folly to the national security and public interest 

My reference to the hardboard industry is only by way of example, as I am 
certain that numerous other domestic industries present similar conditions 

We likewise heartily recommend the enactment of section 12 of H. R. 4294, 
which would amend the antidumping law to enable “dumping” to be found 
when it occurs in fact, without a time-consuming investigation as to the effect 
of such dumping. This would in effect enable the Secretary of the Treasury 
to presume injury from the fact of “dumping.” This is an enforcement tech 
nique commonly used in other fields by our Government. Under the Sherman 
Act, price agreements are illegal per se, without regard to their actual effect 
It should be borne in mind, however, that the Anti-Dumping Act does not 
‘outlaw” dumping, but merely provides for an additional dumping duty. More 
over, imposition of a dumping duty when dumping occurs, without more, is but 
a “reciprocal” provision to the tariff laws of many of the countries participating 
with our Government under the reciprocal-trade-agreements program 

Similarly, we strenuously urge the enactment of section 14 of H. R. 4294 
which would provide for a seventh member on the Tariff Commission. Not only 
is it anomalous and unusual in private organizations to have a board composed 
of an even number, but particularly is this true of governmental organizations 
where partisan politics is a factor occasionally to be reckoned with. Other 
governmental bodies and other instrumentalities of Congress, as well as judicial 
tribunals, are all constituted by an odd number to avoid divided decisions and 
inactions, 


THE NATIONAL LABOR-MANAGEMENT COUNCII 
ON ForeEIGN TRADE Po.icy, 
Washington, D. C., May 14, 19: 
Hon. DaNnteEL A. REED, 
Chairman, Ways and Means Committee, 
House Office Building, Washington 25, D. C. 


Dear Mr. Reep: In view of the great concern that has been expressed by the 
advoeates of free or freer trade about the number of applications made to the 
United States Tariff Commission under the escape clause of the Trade Agree 
ments Extension Act of 1951, I thought it would be well to have a tabulation 
prepared showing what proportion of our imports was accounted for by the in 
dustries that have made application under the escape clause since its statutory 
enactment in 1951, 

I enclose such a tabulation which shows the percentage of total United States 
imports represented by the imports of the items with respect to which escape 
clause applications have been made. 

This tabulation shows that even if all of the applications under the act of 1951 
had been favorably acted upon by the Tariff Commission and the President, only 
1.3 percent of our total imports in 1952 would have been affected. Actually 
however, only 2 cases were favorably acted upon and the imports in these 2 in 


stances amounted to only $975,000, or something less than one one-hundredth of 
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1 percent of our total imports. The two items were hatters’ fur and dried figs. 

Prior to the 1951 extension act, favorable action had been taken on certain 
categories of women’s fur felt hat bodies. Imports of these in 1952 amounted to 
$1,185,000. This represented just a little over one one-hundredth of 1 percent of 
our total imports 

In view of the sharp contrast between the percentages above cited and the 
outbursts of those who themselves have an interest in foreign trade but who 
are not affected by import competition, I believe that it would be desirable to 
have this letter and the enclosed tabulation printed in the official record of the 
hearings on the trade-agreements extension bill, H. R. 4294, currently under way. 
In my opinion this tabulation will go a long way toward placing the facts of 
1e case in their true perspective, 

Sincerely yours, 
O. R. SrRaAckKBern, Chairman. 











Escape-clau applications—Percent of total United States imports represented 
/ imports of articles covered by escape-clause applications 
195? 

Percent 

Name of article of total 

Imports for Total United imports 

mption Stat mports 

Snrin sf $3.48. 000 $10, 744, 624, 000 0. 003 
Wor r t hat bod 1, 185, 000 10, 744, 624, 000 O11 
Hatters’ 310. 000 10. 744, 624, 000 003 
Jeweled watcl i watch movements 61.036. 000 0. 744, 624, 000 568 
Motor l : rt 5. 180, 000 10, 744, 624, 000 048 
Blu>-mol4d cl 1, 257, 000 10, 744, 624, 000 O12 
Wool rew ror tee] R78. 000 10. 744, 624, 000 OO8 
Gr ndfish f 22, 102. 000 10, 744, 624, 000 . 205 
G 1, 742, 000 0, 744, 624, 000 .016 
BR 11 7 000 10, 744, 624, 000 070 
Mace cherries 78. 000 10. 744. 624. 000 0007 
Ronit _ 3, 403, 000 10. 744. 624. 000 032 
T l f 100 0, 744, 624, 000 064 
Bri 000 0. 744, 624. 000 . 007 
Cs 6, + 000 10, 744, 624, 000 O56 
T) 5, O00 10, 744, 624, 000 006 
Py nant r 1. 352. 000 0, 744, 624, 000 012 
Whit } 83. 000 10, 744, 624, 000 001 
W wi w t ments 2, 289, O00 10, 744, 624, 000 021 
c is and tvines 3.058, 000 0, 744, 624, 000 028 
Cotton ca , YY hiy 1 501. 090 10, 744, 624. 000 005 
Sereen nainted arves 9, 298, 000 10, 744, 624, 000 O86 
Rosar hanlcts, et 204. 000 10. 744, 624, 000 003 
Watch bra other than gold or platinum 600, 000 0, 744, 624, 000 006 
Most is 2, 564, 000 0, 744, 624, 000 024 
Manicure ninners 3A. 000 10, 744, 624, 000 003 
g 1, 175, 000 10, 744, 624, 000 oll 
I 141, 057, 000 1.313 


{pplications which re sulted in partial restoration of duties under the escape 





clause 
1952 
Percent 
of total 
Imports Potal United imports 
M States imports 

Women's fur felt hat bodies (decided before 1951 ; $1,185,000 | $10, 744, ¢24 070 0.011 
Rr “s - in 746, 000 10, 744, 624, ©00 007 
Dried fis aimee aaa 655, 000 10, 744, 62°, 0CO . 006 
u 2, 586, 000 us 024 
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HARLEY-DAVIDSON Moror Co., 
Milwaukee, Wis., April 29, 1958. 
Hon. DANIEL A. REED, 
Chairman, House Ways and Means Committee, 
House Office Building, Washington, D. ¢ 

DeAR Str: Quite a few recent articles in opposition to the Simpson bill, H. R. 
$294, have stressed the fact that the provision making the decisions of the Tariff 
Commission final and mandatory is a direct affront to President Kisenhower 

The articles do not say that this provision is an affront to the President or to 
the executive branch of the Government, bu they inention President Eisenhower 
by name and infer that the provision is aimed at him personally rhis, of course, 
is a plain distortion of fact. 

According to this line of reasoning, no power that is ever given to a President 

in later be rescinded either so far as the same President or his successors 
may be concerned In other words, the powers of the Presidents would con- 
stantly grow and it can be foreseen that eventually we might have a President 

ho had all powers and could rule by decree, The only possible way in which 
power mig’'t be rescinded would be if there was a rift between the President and 
Congress and Congress deliberately tock a slap at the President. 

The provision that the Tariff Commission's rulings be mandatory is not aimed 
at any President and is a long-time policy. How about the affront to the Tariff 
Commission? The Commission is made up of tariff experts and a highly efficient 
staff. These experts spend a year and probably $35,000 or $40,000 of the tax 
payers’ money in carefully investigating an escape-clause complaint, they render 
1 decision, and the President, who certainly is not a tariff exnert, can say he 
does not like the Tariff Commission’s decision and can simply throw it out 

The people who say that President E’senhower would be affronted if this 
power is taken away from him apparently infer that the Tariff Commission and 
its staff either do not count or otherwise are not as easily affronted as a 
President 

We believe that the provision referred to above is the most valuable in the 
Simpson bill and that it will be a fatal mistake to agree to its removal. 

The present Trade Agreements Act has had its day and hs utterly failed to 
give relief to injured American industries and labor. The President has sug- 
gested that this act be continued in its present form for 1 year. Why should 
we continue an act that definitely has failed to work? Why don’t we enact a 
bill like the Simpson bill for 1 vear, then conduct the investigation that the 
President has suggested and if at the end of the year changes appear logical, 
why not change the Simpson bill? Meanwhile, we will have had effective 
legislation. 

Very truly yours, 
E. V. GuMPERtT 


TROJAN Powper (Co., 
Allentown, Pa., May 13, 1953 
Hon. DANIEL A. REED, 
Chairman, House Committce on Ways and Means, 
Washington, D. C. 

DeaR Srr: We respectfully submit herewith the following statement with 
the request that it be made part of the record of the hearings on H. R. 42, 
now pending before the committee. 

Trojan Powder Co. is a small manufacturer of chemicals and explosives. It 
was established in 1905 as a result of the enterprising nature of a young in 
ventor. Since then, and until the present dav, its operations reflect the initiative 
and effort of individuals who have sacrificed and labored to build the company 

Trojan Powder Co. is properly classified as a “small business estahlish 
ment.” As such, it has no monoplistic or trust ambitions. Indeed, by its 
very smallness, such practices would not be available to it. Yet, in spite of 
its comparative smallness in the chemical industry, it provides jobs for many 
workers at its plants, and has contributed substantially to the communities 
in which it is located. It has contributed important advances to the chemical 
industry—advances which have materially benefited the economy of the country 
and, during war periods, the security of the country. 

Today, we believe, that our company’s future is threatened by foreign pro 
ducers exporting our principal chemical product, pentaerythritol, into the 
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United States market. The influx of such foreign production, but a trickle 
at the present time, in a short time will undoubtedly become a veritable flood. 
This is so due to the advantages available to such foreign producers and 
the attractiveness of the United States market. It is obvious that our main 
chemical product, pentaerythritol, which is just now beginning to be manu- 
factured in quantity in Canada is not being manufactured there primarily for 
the Canadian market, since the productive capacity of these foreign facilities 
astly exceeds any foreseeable Canadian demand. It has been stated that 
the United States market is a primary target for the exportation of this 
material. 

The net result of such wholesale exportation would be of untold damage to our 
company, which has worked for years in the face of stiff domestic competition 
to develop its products. In its development over the years, the company has not 
had the benefit of affiliation with large chemical interests, nor has it had un- 
limited resources at its Command. Instead, it has had to maintain its position 
by striving to develop fine products which could compete to advantage with those 
of its larger competitors. It has done so with distinction. But due to its in- 
trinsic small-business nature and lack of diversification, any foreign competi- 
tion, which would have the advantage of production at lower costs due to ad- 
vantages growing out of the location of foreign companies, might well be ruinous. 
in contrast to certain other domestic producers of pentaerythritol, our Company 
does not have facilities for large-scale manufacture of other chemicals should 
pentaerythritol from foreign sources be dumped into this country. The effect of 
such an influx of pentaerythritol into the domestic market would thus have its 
most drastic effect upon our company. 

The Journal of Commerce of April 22, 1953, in an article about pentaerythritol 
stated: “Currently, the demand for penta is reportedly at an ‘absolute peak’ 
on an annual basis of from 60 million to 65 million pounds. * * * This high 
level of consumption has been caused by the demand for penta in the manufac- 
ture of alkyd resins and rosin esters for the paint industry, which has been 
operating at a high level of capacity for the last few months, and the relatively 
hich price of glycerine which has caused glycerine consumers in short oil alkyd 
resins to displace glycerine with a mixture of penta and ethylene glycol * * * 
based on statistics published by the United States Tariff Commission * * * it 
might be expected that the current normal demand for penta would be approxi- 
mately 4 million pounds per month, or at the rate of 48 million pounds per year.” 

The above indicates a normal demand for pentaerythritol in the United States 
at approximately 48 million pounds per year and an absolute peak demand at 
approximately 60 million pounds per year. The peak demand is in large part 
due to the national defense program and to the present high prices of glycerine. 
Should such national defense requirements lessen, and should glycerine prices 
decrease (glycerine consumers switch to pentaerythritol whenever glycerine 
prices advance), the demand for pentaerythritol would fall greatly, and would 
not be likely to exceed the normal demand of approximately 48 million pounds 
per year. Even this normal demand might fall well below 48 million pounds per 
year since competitive products are constantly finding their way into the market. 

As an indication of future demands for pentaerythritol in the United States 
there follows a tabulation of production figures of pentaerythritol and prices of 
pentaerythritol and glycerine. It will be seen that pentaerythritol production 
has varied quite directly with its price relationship to glyeerine and it should 
be apparent from these figures that whenever the present defense demands for 
glycerine are moderated and glycerine resumes a more normal price level, penta- 
erythritol production can be expected to fall substantially from its present peak. 
To contemplate this internal result coupled with the flooding of the remaining 
market by pentaerythritol produced outside the country at substantially lower 
costs is not a happy one for a company largely dependent upon the manufacture of 
this important chemical. 
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It is estimated that the annual production capacity of pentaerythrito] in the 
United States is approximately 66 million pounds. It can, therefore, be seen 
that the United States capacity is more than sufficient to satisfy the peak de 
mands for pentaerythritol and is greatly in excess of the normal demands. Yet, 
two new large plants have now been erected in Canada, which will produce 
pentaerythritol. These are the Canadian Chemicals Co., Ltd., at Edmonton, 
Canada (partially owned and entirely controlled by Celanese Corp. of America), 
vith an approximate annual capacity of 18 million pounds of pentaerythritol 
(current expected operating basis: 14 million pounds), and the St. Maurice 
Chemicals, Ltd., at Varness, Quebec, with an approximate annual capacity of 
% million pounds of pentaerythritol. This would make a total] Canadian annual 
capacity of 21 million pounds of pentaerythritol, which is approximately one 
third of the total capacity in the United States. Our best estimates are that at 
the present time, based on our known consumption of pentaerythritol by known 
Canadian consumers, the quantity of pentaerythritol marketable in Canada is 
approximately 1,800,000 pounds annually. The difference, therefore, between 
the quantity marketable in Canada on an annual basis and the productive ca 
pacity of Canadian plants is approximately 19,200,000 pounds. Where would this 
additional capacity go? There is no question but that it would be aimed at the 
United States market. 

Aside from other advantages inherent in foreign locations, production costs 
in Canada will be low due to certain specific factors. The plant of the Canadian 
Chemicals Co. is located in the Canadian oil fields where natural gases, due to 
lack of developed markets, are obtained at extremely low cost and are utilized 
for the production of many chemicals, including formaldehyde. 

The cost of such formaldehyde is not a factor in its production of pentaery 
thritol. It is obtained as a natural byproduct of its production of acetaldehyde, 
which is used to make acetic acid to make acetate yarn. The primary reason 
for the plant is the production of such acetates. It has already been known that 
this formaldehyde byproduct has been burned in order to dispose of it It can, 
therefore, be appreciated that when utilizing formaldehyde to make pentaery 
thritol, the cost of such formaldehyde is not a consideration in the pricing of pent: 
erythritol. Hence, our natural fear of the potential dumping of pentaerythritol 
into the United States market, since in essence it is just a method by which to 
utilize a necessary byproduct 

Even if we assigned a cost factor to the production of such Canadian formal 
dehyde, it would not have a cost of more than 1.5 cents per pound of 37 percent 
solution at the site as compared with the market price of 3.95 cents in the United 
States. The difference is 2.45 cents per pound. Approximately 4 pounds of 
37-percent formaldehyde are required to produce 1 pound of pentaerythritol 
and the price differential factor in favor of the Canadian production of pentaery 
thritol would be 9.40 cents per pound. Acetaldehyde, the other essential raw 
material in the manufacture of pentaerythritol, presents a similar picture. It 
will be obtained at the Canadian Chemicals Co, plant at a cost of approximately 
7 cents per pound against a market price of 10 cents in this country. Since 
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approximately one-half pound is required for each pound of pentaerythritol, the 
difference in the cost of the latter will be 1.50 cents. The cost differential in 
the two essential raw materials is 11.30 cents (9.804+-1.50) per pound of pentaery- 
thritol, which is approximately 33 percent of the selling price in the United 
States. It is, naturally, a correspondingly higher percentage of the cost of 
manufacture 

If we assumed that there were no cost factor in the obtaining of this formal- 
dehyde, the price d‘fferential factor in favor of such formaldehyde would be 15.80 
ents In addition to this, there would be the price differential factor of acetal! 


dehyde of 1.50 cents—or a total cost differential of 17.30 cents (15.80+1.50) per 
pound of pentaerythritol, which is approximately 51 percent of the selling pric¢ 
in the United States. It is, naturally, a correspondingly higher percentage of 
the cost of manufac ture 
Following is a tabulation of the pertinent factors: Pounds 
United States annual productive capacity 66, 000, 000 
Cana‘lian annual productive capacity 21, 000, 000 
Total available capacity S7, 000, 000 
Less Canadian demand : 1, S00, 000 
Available for United States consumption 85, 200, 000 


United States annual consumption and percent relationship to capacity available 


for such consumption: Pounds Percent 
1949 eo 24, 694, 000 PS 
1950 36, 365, 000 12 
1951 13, OT, S44 51 
1952 40, 943, 847 48 
Cents per pound 

Sales price of PE in United States . 34.0 
Cost advantage of Canadian production .-. 11. 30-17. 30 


Ex sting tariff (12% percent ad valorem—reduced from 25 percent 

ad valorem on June 6, 1951 as result of Torquay Conference under 

GATT) Sins 3 4. 25 

It is obvious that with the advent of Canadian production a substantial part 

the available United States capacity will be shut down, and this shutdown 
capacity will increase when the rearmament demand for glycerine lessens and 
its price declines. It was at the Government’s insistence that the existing yearly 
United States capacity of 66 million pounds was provided, necessity certificates 
being issued to promote the goal. It seems totally inconsistent, therefore, to 
pursue a tariff policy which will compel the abandonment of a good part of 
such capacity. If hostilities should thereafter break out and glycerine be diverted 
as usual to military demands, the then available PE capacity in the United States 
would be totally inadequate. The Canadian capacity would be of no help for it 
would be commandeered by the Canadian Government. This certainly is not 
the situation the defense authorities envisioned when they induced industry 
to provide the existing capacity 

Illustrative of the fact that such Canadian production is intended for the 
\merican market are the following quotations from responsible business publi- 
cations : 


Chemical and Engineering News, June 23, 1952, article titled “Canada, New Giant 

of the North,” by M. L. Kastens, associate editor 

“* * * there are many chemical products which cannot be produced eco- 
nomically for a market as small as that now available in Canada. For these 
products, Canada must either import or export. There is no in between. 
+ * Some of the younger Canadian companies, of which Celanese’s chemical 
company (Canadian Chemicals Co., Ltd.) is the outstanding example, appear to 
have taken the position that the American tariffs can be corrected or sur- 
mounted * * * these companies have made plans for production facilities that, 
in some cases, bear little relation to the size of the Canadian market.” 


Chemical and Engineering News, June 80, 1952, article titled “Canada, New Giant 
of the North,” by William Q. Hull, associate editor 


“If the Canadian chemical producers must continue to produce primarily 
for domestic consumption, their area of potential expansion is definitely limited. 
And that limit is not much beyond the already announced programs of the major 
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Canadian companies. * * The expansion of the domestic markets in ¢ ada 
will never sustain industrial expansion at the rate which now prevails in that 
country.” 

Journal of Commerce, August 7, 1952, in an article datelined Montreal 


“Undoubtedly production in the chemica! field is going to surpass internal 
demand and a inarket for export will have to be found 





Chemical and Enginecring News, February 16, 1953, tie titled P fae 
thritol,” bu W. D. Morrison of the Celanese Corp. of Ame 
“In June 1951, Canadian Chemicals Co., Ltd., an affiliate of Celanese Corp 
of America, began construction of a $54 million plant at Edmonton, Alberta, In 
early 1953 a portion of this plant will begin production of pentaerytlu lL to 


supply both Canada and United States markets 
The above indicates quite clearly the threat to our business from the poten 

ial entry in great quantities of pentaerythritol from Canada Pentaerythritol 
is also produced in many countries in Europe. While we have no information 
on the production of pentaerythritol in Europe, it is to be expected | til 
normal course of events production in these countries will also increase. To the 
extent that production in Europe also exceeds European demand, ig is to be 
expected that these excess capacities will be diverted to the United State 
to the flooding of this country by foreign ports of pentaeryihritol 

In our opinion, these facts are grave enough to merit the earnest considera 
on of your Committee in its deliberations upon H. R. 4204 We believe that 
H. R. 4294 will, to some degree, lessen the threats to American small business 


establishments. To ignore present conditions is to invite a crippling of the 
domestic economy and disuster during war emergencies 

Whatever may be said for the “trade, not aid” concept, and much is being said 
with persuasive force, we believe the following points to be self-evident 

(a) The citizens of the United States have not authorized the placing of 
their standard of living in the jeopardy inherent in free trade with other 
nations 

(b) Free trade with other nations cannot be achieved even if we desired it 
because all other countries protect their general economy and specific industries 
vith a maze of monetary and import restrictions 

c) The present administration of the escape-clause procedures is obviously 
consistent with Secretary Dulles’ expectation of business (and, consequently, 
wage) mortality If situations such as that described in this statement are to 
have any chance of correction, Congress is going to have to provide that chance 
by amendment of the present law. 

(d) It is not inconsistent with the desire of the administration to study this 
problem in relation to related problems for the Congress to provide an effective 
means of relief against the type of hardship threatened against our company 
and the people whose livelihood is derived from this enterprise 

For these reasons we urge your committee to consider well the problem here 
presented and similar problems of others. The overall economy of the country 
can be broadly affected by the many situations of this nature which are threat 
ened. H. R. 4294 appears to us to have recognized the realities and to be worthy 
of the most careful study. 

Respectfully yours, 
TroysaAN Powper Co., 
J. J. McIntire, 


Treasurer. 


STATEMENT OF JAMES M. Dvrry, PRESIDENT, INTERNATIONAL BROTHERHOOD OF 
OPERATIVE POTTERS 


I speak for the great majority of workers in the pottery industry through 
the International Brotherhood of Operative Potters (American Federation 
of Labor) of which I am president. These workers are intensely interested 
in the trade agreements program and therefore in H. R. 4294 which is before 
this committee. 

Our interest in this legislation arises from the practical fact that the pot 
tery industry constantly faces very extensive competition from imports. Im 
ports range all the way from the cheapest ware, which comes from Japan, 
to the highest-quality china, that comes from England and other European 
sources. The principal competition is experienced in household tableware 
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and in art potter) Imports have increased greatly during the postwar pe 
riod and represent over 30 percent of domestic production in household 
ware 

We have a further interest in H. R. 4294, the Simpson bill, because of our 
experience with the escape clause under the present law. In 1951 in my 
appearance before this Committee, I said: 

“We must have a real remedy, one that can be invoked with the assurance 
that a thorough investigation will be ordered and a serious effort made to 
provide a remedy 

“This requires a revision of the present clause and a rewriting of the ad 
ministrative procedure governing it.” 

The Trade Agreements Extension Act of 1951 did improve the escape clause 
and the pottery industry made an application under it to the Tariff Com 
mission for relief against continuing injury from imports. Our experience 
was no different from that of other industries. We did not get relief. 

Believing that our industry and the employees who depend upon it for 
their livelihood are still exposed to foreign competition that is both in- 
jurious and threatening of worse injury to come, we favor H. R. 4294 be 
cause it would improve the possibility of obtaining relief from the injury that 
we are experiencing from imports. 

We do not ask for exclusion of imports and recognize the need of importing as 
liberally as possible short of injury to our industry. For this reason, we suggest 
that the import-quota provision of this bill be recognized as offering the best 
means of protection without restricting trade unnecessarily. Pottery imports 
come from countries with widely differing wage levels, all of them, of course, 
below our own. No rate of duty could be found that would offer the same 
degree of protection against the imports from different countries. 

That is another reason why an import quota would be better. The dit 
ference in competitive levels of other countries would not give the low-standard 
eountries an advantage in this market. 

We also support the reduction in the 1-year period allowed the Tariff Com 
mission to make its findings. Six months offers adequate time, provided, 
of course, that The Tariff Commission has a sufficient staff to handle its work 
load. In recent years the staff of the Commission has declined while the 
workload has increased. This condition should be remedied. 

Another provision of H. R. 4294 that we support is the one that wou'd change 
the Commission from an even to an odd number. We understand that all other 
ratemaking commissions have an odd number of members; and this makes sense 
An even number of members leads too easily to a stalemate. The Interstate 
Commerce Commission, the Federal Power Commission and the Federal Com 
munications Commission all have an odd number of members. 

In recent months the Tariff Commission has divided along party lines six 
times. This does not bode well for those who apply for relief. A deadlock 
means that no remedy is forthcoming. Certainly it is not good policy to set up a 
Commission that instead of doing positive work ends nearly half the time in a 
deadlock. This represents a waste of time and money and is unfair to those who 
apply to the Commission for relief against injury from import competition 

To have 3 Commissioners tell you that vou are not injured, nor threatened 
with injury, while 3 others, who have heard the same testimony and read the 
same reports, say that you are being injured or threatened with injury, does 
not result in much faith in the public agency that divides in such a manner. 

We urge you therefore to provide that the Tariff Commission be given an odd 
number of members, as provided in H. R. 4294. 

Several studies have been made of our foreign-trade problem in recent years 
If another study is to be made we think that we should have greater assurance 
of reasonable protection in the meantime than the existing law provides. We 
strongly urge therefore, that you report favorably on the Simpson bill 








STATEMENT OF WATER W. MUELLER IN Support oF H. R. 4294 


THE PRESENT POSITION OF THE UNITED STATES BAND INSTRUMENT INDUSTRY 


My name is Walter W. Mueller, vice president of Penzel Mueller & Co., Inc., 
manufacturer of woodwind instruments, 36-11 33d Street, Long Island 6, New 
York. I am testifying in support of H. R. 4294 on behalf of the domestic band 


instrument manufacturing industry. 
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This industry supplies such necessary educational, eultural, and morale 
raising elements of our national life as school, college, and professional, Armed 
Forces bands and orchestras. There are approximately 36,000 bands and orches- 
tras in the United States. It is estimated that the industry employs approxi 
mately 2,750 highly skilled workmen and its sales in 1952 were estimated at 
approximately $15 million, 

The tariff policy of the United States Government for the past 17 years, and 
particularly since the end of World War II, has placed the century-old United 
States band instrument manufacturing industry into a position which more 
recently has resulted in dissolution of a score of formerly prosperous and efficient 
band instrument manufacturing enterprises. The rest of the industry has been 
brought to the very brink of extinction. 

The inevitable complete destruction of this domestic industry, predicated upon 
the tremendous acceleration of imports of foreign-made band instruments into 
the United States, is due to the lowering of tariffs to a point which eliminates 
all competition by domestic manufacturers with imported instruments 

Since the enactment of the Tariff Act of 1930 the Government progressively 
lowered the tariff on band instruments from 40 percent ad valorem to the present 
15 percent ad valorem. This tariff policy of the United States Government was 
followed despite the well-known fact that 85 percent of the cost of manufacturing 
band instruments consists of cost of labor. The cost of labor to domestic manu 
facturers is from 320 percent to 530 percent higher than such costs to any foreign 
manufacturer of band instruments exporting to the United States. This high 
labor quotient of 8 percent is singularly significant upon comparison of wages 
paid in the domestic band instrument industry and in the foreign band instru- 
ment industries which export to the United States. The data I shall cite con- 
stitutes the total cost per man-hour of labor to domestic and foreign band instru 
inent manufacturers. That is, actual wages plus social-security benefits, sickness 
and health benefits, accident insurance, family allowances, and any other benefits 
and/or allowances provided by law, as of 1950. This is the latest available data 
for comparison purposes and it was obtained from the official statistics of the 
Bureau of Labor Statistics, United States Department of Labor 


Total labor cost per man hour 





Country Minimur Maxir 

United States 1 $ 
Great I in lf 42 
France a 
Italy 29 0 
icrmany. O42 

rhe members of this committee will readily recognize that the domestic band 
nstrument industry cannot hope to compete for any reasonable period of time 
with foreign instruments manufactured under such wage scales and entering the 
l‘nited States at a mere 15 percent ad valorem tari! In fact, in most instances 


the laid-down cost at New York of an imported hand instrument—that is to say, 
the instrument plus manufacturer’s profit—-together with ocean freight and cus 
toms duty, is considerably below the mere production cost of domestic band 
nstruments. While the tariff reduction of 1936 reduced domestic manufacturers 
to marginal producers vis-a-vis foreign competition, the effect of the tariff reduc 
tions under the General Agreement on Tar ffs and Trade has been a radical re 
duction of manufacturing of band instruments in the United States Further 
more, it leaves the remaining domestic hand-instrument manufacturers no choice 
but to cease manufacturing altogether within the immediate future 
rhe lowering of the tariff has produced an influx of foreign band instruments 
ta scale which can best be visualized by reading the official data of the Bureau 
of the Census on the importation of band instruments. I am a woodwind manu 
facturer and, of course, most interested in, and familiar with, the importatio 


of woodwind instruments, which is the largest group of band instruments iianu 
factnred and sold in this country. So as not to burden the committee with t 
many statistics, I shall cite the imports of woodwind instruments during 4 


specific years: 1935, the last prior to the lowering of the basic tariff on band 
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instruments; 1939, the last prewar year; 1949, the first year showing the results 
of the GATT tariff; and the past year, 1952: 





| 
Units of Units of 
woodwind 1» woodwind 
¥ trun Valu Y instruments | Value 
imported imported | 
193 6, 243 een 60 1949 34, 251 1, 058, 362 
1939 2, BOE 524, 5l¢ 1952 63, 897 2, 288, 581 


97 


Imports of these instruments during 1937 to 1939 averaged 30 percent of the 
domestic production; they rose to more than 200 percent of the domestic produc- 
tion during 1952. 

The tariff policy of the Government has placed foreign manufacturers in a 
position to capture the entire United States market. They have captured most 
of it already, displacing old-founded American brands which would undoubtedly 
continue to be requested by customers but for the price differential afforded 
on foreign instruments. Foreign manufacturers fully intend to take advantage 
of this position. Their present advertising campaigns at unheard-of dollar ex- 
penditures substantiates this conclusion. These advertising campaigns are 
sustained by the enormous profits realized from the United States market. Ad- 
vertising space bought in trade magazines on behalf of these foreign instruments 
exceeds the combined advertising space of domestic manufactured instruments 
by S50 percent. J 

While the import of band instruments into the United States is wholly unre- 
stricted at a tariff of only 15 percent ad valorem, the export of United States band 
instruments into foreign countries, which freely sell their instruments on the 
United.States market, is all but impossible. The exporting foreign countries do 
not even permit model instruments to be imported. They protect their own 
interests by the most restrictive import and currency restrictions, having their 
own economy and the well-being of their industries foremost in their mind. 

The complete lack of tariff protection for the domestic band-instrument in- 
dustry presents a picture of utter despair and ruinous consequences to this 
century-old domestic industry. 


rHE EFFECT OF THE PROPOSED LEGISLATION (H. R. 4294) 


All of the previous trade-agreements-extension acts have been proven to be 
wholly inadequate to protect American industry from the unfair competition by 
the importation of commodities which are, in turn, sold on the domestic market. 
Any contention that the escape clause of the Trade Agereements Extension Act 
of 1951 adequately provides measures of relief is merely wishful thinking. The 
records to date which deal with applications under the escape clause clearly 
sustain this position. Last Tuesday (April 28) the application for relief of the 
woodwind industry was completely turned down by the United States Tariff 
Commission. 

The proposed legislation (H. R. 4294) provides the first workable measure for 
relief and protection of the domestic industries from unfair competition by 
imports. 

It is interesting to note that favorable findings by the United States Tariff 
Commission covering applications for tariff relief under the escape clause have, 
in general, been limited to those industries which, for all practical purposes, 
were already eleminated from the domestic market by foreign competition. Even 
in these cases the findings and/or recommendation of the United States Tariff 
Commission were, in some instances, overruled by the Chief Executive. Obvi- 
ously this nullification of the Chief Executive was motivated by political con- 
siderations. 

The present proposed legislation enables the United States Tariff Commission 
to discover injury to American industries prior to these industries being de- 
stroved through foreign imports. Furthermore, it removes the question of relief, 
incidental to the injuries sustained, out of the scope of political expediency. It 
makes the determination of injury and the granting of relief therefrom the 
responsibility and decision of a truly impartial quasi-judicial body. Also the 
proposed legislation restores to the United States Tariff Commission the re- 
sponsibility of an effective, rnlemaking arm of the Congress of the United States 
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and reverses its present function of being merely a statistical and recommending 
body to which it has, at present, been reduced to by the Trade Agreemnents Act 

It would be unthinkable and folly if the finality of any decision of the Inter 
state Commerce Commission or the Securities and Exchange Commission de 
pended upon approval, based on political considerations, of the Chief Executive 
of our Government. Is it not safer, and does not every reason lend itself toward 
placing final determination of injury to, and relief of, large segments of our 
American economy in the responsible hands of an impartial qui 
of experts so that a true decision will not be the result of politic 
Moreover, it seems essential that the United States Tariff Commission itself 
should be composed of an uneven number of Commissioners. The present 1 
bership composition of the Commission has resulted in more than 
so-called tie decisions. 


judicial body 
al expedis 








a score ¢ 
Only through the enactment of the proposed legislation 
can American industries be assured of an impartial 

ipplications for tariff relief and thereby prevent the u 


decision on the merits of 
lt 
century-old industry. 


imate destruction of ou 


(Whereupon, at 3:50 p. m., the committee recessed until 10 a. m 
Monday, May 4, 1953.) 
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MONDAY, MAY 4, 1953 


House or REPRESENTATIVES, 
ComMITrEe ON Ways anp MEans, 
Washington, D.C. 

The committee met, pursuant to recess, at 10 a. m., in room 1102, 
House Office Building, Hon. Daniel A. Reed, chairman, presiding. 

The Cuatrrman. The committee will come to order. 

The committee will resume public hearings on H. R. 4294. Begin- 
ning today and continuing throughout Wednesday, the committee 
will receive testimony from representatives of the executive depart- 
ments. The first witness today will be our esteemed Secretary of 
State, the Honorable John Foster Dulles. 

It is indeed a pleasure to have you here, Mr. Secretary. 


STATEMENT OF HON. JOHN FOSTER DULLES, SECRETARY OF 
STATE OF THE UNITED STATES 


Secretary Duties. Thank you, Mr. Chairman. 

As I think you and the committee members know, the President 
has recommended that the Congress should extend the present Re 
ciprocal Trade Agreements Act for a further period of 1 year. I 
would like to express some views In support of tl hat recommendation. 

In making that recommendation, the President has a simple pur 
pose. It is to avoid a committal or an appearance of committal to a 
changed tariff policy before that can be coordinated with other new 
and related policies. We want all of the parts to add up to a co 
herent whole and be sure that they do not cancel each other out. Only 
then will they truly serve the welfare of our people. 

The P reside nt proposes to use this year, or as muc h of it as is neces 
sary, for a study which will have the full participation of the public 
and the Congress. He has recomme nded that for this purpose a Con 
mission be established, consisting of 5 members appointed by him, 3 
by the Speaker of the House, and 3 by the President of the Senate 

Extension of the Reciprocal Trade Agreements Act, in its present 
form, for an interim period of 1 year, will give the time needed to 
make a fresh appraisal of what should be done. 

There are a number of bills which have been introduced and referred 
to this committee which would serve this purpose. I believe, how 
ever, that H. R. 4294 is not in accord with our present needs. It would 
not only enact special regulations on imports of petroleum, lead, and 
zinc, but it would basically alter the operation of the present trade 
program. That would be to commit ourselves to future policy before 
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we can be sure that such policy is that which, added up with others, 
will produce the best resu ts, 

As we begin the task of reassessing our foreign economic policy, 
we are confronted by a number of basic facts. This Nation has become 
the center of the economic system of the free world. We in this 
country account for 50 percent of the total production of the non- 
Communist world. We are the world’s largest exporters and the 
world’s largest importer. We are the greatest creditor Nation in 
the world, and the most import int single source of the free world’s 
capital needs. We lead in the development of new inventions and 
new skills. 

This strength of ours is something for which we are all devoutly 
thankful. In part it comes from the good fortune which spared us 
the physical destruction of two world wars. In part it comes from an 
abundance of natural resources. Even more, it comes from our own 
efforts and from the national policies which have guided these efforts— 
polici ies which by and large, over the 164 years of our national life, 
1ave served our Nation well. 

We shall not continue to have strength and to enjoy national health 
except as we continue to follow wise policies. And these policies will 
not be wise unless they recognize the basic truth that no nation can 
long survive as a citadel of self-indulging privilege surrounded by 
massed human misery and despair. The United States is today a 
paradise compared to most of the world. But it could be a fool’s para- 
dise if we thought we could, with impunity, so act as to impede the 
honest, substantial efforts of others to improve their lot. 

It is enlightened self-interest for the strong to be considerate of the 
weak. 

This timeless truth always operates. Sometimes it operates slowly. 
But today it operates quic kly. There exists in the world a vast and 
powerful conspiracy directed against the United States. It seeks to 
prevail by bringing pacer its peeiiel those people who feel hopeless 
and who are despairing, and who thus readily lend themselves to a 
violent program of carts revolution. Already one-third of all the 
people of the world have been made first the victims, and now the 
tools, of that cor ispiracy. A further reduction of the free world and 
an increase of the captive world cannot but have ominous conse- 
quences for the U nited states. 

The leaders of Soviet communism have consistently proce eeded on 
the theory that economics was the Achilles heel of the West. They 
have argued that the industrialized West depended upon raw ma- 
terials and markets of the undeveloped areas, and that if these areas 
could be subtracted from the economic domain of the West and brought 
under ( mmepiabese control, the Western nations would not have left 
sufficient scope for the employment of their industrial machine. Then, 
it was reasoned, the Western nations would engage in violent competi- 
tion among themselves, which would put them at loggerheads so that 
they would readily fall victim, one by one, to Communist conquest. 

That basic thesis was first announced by Stalin in 1924, and his 
last political publi: ation, that of October 1952, asserted that so much 
of the world had now been alienated from the West that Britain, 
France, and the United States could not make place for the post- 
war commercial activities of Germany and Japan. Stalin concluded 
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that the Soviet leaders could now reliably assume that Britain and 
France would gradually—and I quote his words—“break from the 
embrace of the United States,” and that Western Germany and Japan 
could be counted on to—and again I quote—‘“try to smash United 
States domination.” Then would come what Stalin foresaw in 1924 
as the “moment for the decisive blow.” 

Stalin reasoned that these developments were, as he put it, “inevit- 
able.” In that he was surely wrong. But we, too, would be wrong 
if we were blind to the fact that the Communist thesis has some valid 
elements. We could by our own mistakes make Stalin’s predictions 
come true. 

Our political interests, our security interests, and our economic 
interests mesh together. The fact is that the ability of other free 
countries to resist Communist aggression and their willingness to unite 
with us on certain common security policies depend largely upon 
their economic well-being. That, in turn, is influenced by our own 
economic policies, including our tariff policy. 

The present administration is attempting to shape United States 
policies to what it believes are the overall needs of our Nation. That 
involves consideration of our own budgetary, monetary, and tax 
problems. It involves reviewing our policies of military and economic 
aid to other friendly countries. It involves reconsideration of our 
defense program. It involves study of measures, such as the Battle 
Act, designed to restrict trade between the free nations and the captive 
world; trade which, while commercially useful to the free world, 
might be militarily useful to the Soviet world. It will also involve 
consideration of our trade and economic problems in relation to the 
welfare of other free nations—a welfare to which we cannot be in- 
different, save at our peril. 

The variety and difficulty of the problems we face emerge sharply 
as we consider specific areas of the world. Western Europe has, 
through its own efforts and with our help, made large gains since 1946, 
Production of these countries has increased by 40 percent, and exports 
have risen by 60 percent over the prewar period. Yet the Western 
European countries are unable to pay for all of the United States 
goods which they need, even though they are severely denying them- 
selves many of the (meri ‘an voods their citizens want. Their sold 
and monetary reserves are very low in relation to current needs and 
the contingencies they face. They feel that this margin of safety 
is so shight that they dare not be venturesome. 

We have helped these countries to fill their current requirements for 
American products, including military defense items, by extraor- 
dinary aid. But this situation is unhealthy. It is not a basis on which 
a lasting alliance of mutually self-respecting nations can long continue. 
It can be corrected partly by measures taken by the countries of 
Western Europe themselves, and partly by action by the United States. 

The countries of Western Europe can do much for themselves by 
increasing their economic unity so that they more freely exchange 
their goods as between themselves. They need more and more to back 
their currencies with sound budgetary measures and productive efforts, 
so that their currencies will be a medium for expanding trade above 
the low level which always prevails when currencies fail to lift trade 
above what is virtually a barter basis. Sound United States foreign 
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policies can do much to advance the unity and the strength in Europe 
which are desired and sought by the peoples themselves. 

If we turn to Japan we find again a nation which buys much more 
U nited States goods than it can pay for by sales to our country. 
Japan's problems are the more acute because she has concerted her 
policies with those of the United States, which call for a very sharp 
curtailment of trade with Communist China. Thus, Japan has been 
forced to turn elsewhere, and largely to the United States, for the food 
and raw materials which her population requires. But also, Japan 
needs markets which prov ide the funds to pay for its imports. 

In this connection, again, our foreign policies can help by promoting 
the development of the underde veloped areas of south and southeast 
Asia, where there could be a mutually beneficial trade with Japan. 
Here again, however, the situation is complicated by Communist ag- 
gression in Indochina, which seeks to bring the so-called rice-bow] 
area of southeast Asia under Communist rule. 

There are other underdeveloped areas of Asia and Africa and of this 
American hemisphere which can find ways of better utilizing their 
own resources to promote their de ‘velopment. Here, too, we have a 
part to play. By encouraging a climate which will attract American 
private capital to such areas, by extending public or private technical 
assistance where it will help, and by following trade policies which 
take sympathetic account of the problems of nations which depend 
upon the production of 1 or 2 products, we can play a part in develop- 
ing an amount of economic health and good will. 

Also, we must remember that the internal strength of this Nation 
depends upon wise foreign economic policies. Imports are occa- 
sionally disturbing. But a check on exports would be equally dis- 
turbing. Vast segments of American agriculture, industry, and labor 
rely on large export markets for their prosperity. Our cotton, wheat, 
and tobacco growers depend largely on export, as does the machinery 
industry. The entire industrial activity of the United States is 
heavily dependent upon imported raw mi aterials and will grow more 
dependent on those materials as time goes on. Moreover, our Ameri- 
can taxpayers should not be expected indefinitely to shoulder the large 
grants-in-aid that have recently been supplied by the United States 
to bolster foreign economies. 

Finally, hundreds of thousands of private Americans, as well 
the Government itself, have large investments throughout the world, 
end their value is seriously affected by the amount of dollars that 
foreign countries have to pay for interest and to repay principal. 

Accordingly, our own national interest will be advanced by balanced 
measures which take into account the varied interests of the different 
segments of our national life. Sporadic acts, designed to help par- 
ticular interests, without regard to the whole, will not in the long run 
be beneficial. 

I certainly would not suggest that the answer to all of our problems 
is to be found in a new United States Tariff Act which would further 
reduce our customs duties, which in many sectors are already low. I 
do not think that domestic industry and agriculture should be sacri- 
ficed in the interest of exporters or that local business should alone 
pay the price of foreign policies designed to promote international 
unity and economic health. 
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What I do feel strongly is that every segment of our Nation will 
eventually suffer if our economic and foreign policies are a maze of 
contradictions. This would happen if new tariff policies were adopted 
before policies in other areas and the policies of other countries are 
more fully developed. If the Congress now took measures which fore- 
shadowed a sharp increase in tariff protection, that would have very 
disturbing repercussions not only upon other national policies which 
are being formulated, but also upon the policies which we hope other 
governments will adopt as a contribution to a total free world which 
will be more vigorous, more healthy, more unified, and more secure. 

As the President said in his letter of May 2 to the Congress, this 
question of trade needs to be thoroughly studied by a representative 
commission which will assume its responsibilities without any prior 
commitments or prejudices whatever. 

I want to say to you that, as Secretary of State, I have no precon- 
ceived ideas and no policies to which I feel committed. I have a 
completely open mind in this respect. That is why I can conscien- 
tiously urge that there be in effect a standstill until this problem can 
be studied under fresh auspices in its relation to the complex problems 
into which tariff policy must be fitted. That is why I urge that H. R. 
1294 should not now be adopted. Its present adoption would have 
serious international repercussions injurious to the best interests and 
welfare of the United States. It would be taken, throughout the 
free world, to forecast United S*ates trade policies which would make 

impossible for them to live without increasing association with and 
dependence on the Communist world. 

In Paris last week, Secretary Humphrey, Secretary Wilson, Mr. 
Stassen, and I, had talks with representatives of various foreign gov- 
ernments, and we forecast a coming reduction in economic and budge- 
tary aid from the United States. This was accepted in good spirit by 
our friends. But their economies are still too fragile to absorb mul- 
tiple shocks. Therefore, we strongly believe that the United States 
should not take tariff-lifting action at this time, before such action can 
be appraised in the light of other governmental policies designed to 
permit of balancing the budget, stabilizing our eurrency and, we hope, 
eventually cutting taxes, and doing all of this without jeopardizing 
the international relationships upon which our security largely 
depends. 

Our Nation has lived for 2 years under the present Trade A gree- 
ments Act as it now is. We have not only lived but lived well, and 
are today enjoying a high level of productivity and employment. The 
present act contains provisions which enable special measures to be 
taken to protect special situations such as may exist, for example, in 
relation to the lead and zine industries. Surely it is the course of wis- 
dom not to depart from legislation which has served us well until we 
can be quite sure that the legislation to replace it can better, or at least 
equally, serve our national welfare. That we cannot know until the 
entire field has been studied by such as commission as the President 
proposes. 

Therefore, Mr. Chairman, in closing, I again urge that no change 
be made in the existing Trade Agreements Act; that it be retained 
unimpaired in its present form in the interim period of study which 
lies ahead; and that the commission asked for by the President be 
promptly established and put to work. 
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Thank you, Mr. Chairman. 

The Cuairman. Does that conclude your statement, Mr. Secretary ¢ 

Secretary Duties. That concludes my formal] statement. 

The CuarMan. Are there any questions ? 

Mr. Jenkins will inquire. 

Mr. Jenkins. I should like to ask the Secretary just 1 or 2 ques- 
tions. 

Mr. Secretary, you know that the country has for years been very 
much dissatisfied, at least a good portion of the country has been very 
much dissatisfied with the method and manner in which the Secretary 
of State’s office has been operated. You, as Secretary of State, come 
forward with your program which really and essentially ought to be 
coordinated with the preg im of the Secretary of the Treasury. How 
long do you say it will be before you and your group and our group, 
working together, can accomplish what you believe ought to be 
done? 

Secretary Duties. I would hope and expect, sir, that there could 
be a program ready to submit which would have been studied and 
approved in principle by representatives of the Executive and the 
Congress by the Ist of January. 

Mr. Jenkins. Last week we had hearings in which various indus- 
tries of the Nation participated, and one after another, several of 
them, came before us with stories indicating that they were about 
out of business. The imports and the uncertainties of legislation were 
such that their businesses were becoming very precarious. I appre- 
ciate many of the things that you say; but at the same time, there are 
a half dozen big industries in this country that are ready to fold up 
if we do not do something about them. What would be your advice 
in cases like that? Let them go? 

Secretary Duties. There is of course, machinery provided by the 
present act which permits of relief in ion ial situations of the kind 
you refer to. I see no reason why the industries that you have in 
mind should not have recourse to the provisions of the present act, 
with which of course you are very familiar. I believe that while in 
the past there has been a good deal of slowness in the operation of 
that procedure, it can be and under proper circumstances will be very 
much expedited. The fact that certain industries are in difficulty is 
nothing new tothe American economy. Our economy has always been 
a fluid economy. New developments, new inventions, have constantly 
been putting existing businesses out of work. We have seen that as 
the automobiles have come along and put the electric streetcar industry 
almost out of business. To a very large extent, natural gas and fuel 
oil have come to replace coal in its use by railroads and by household 
consumers and industry. To a very large extent the textile industry 
has moved from New England to the South. 

Our economy has always been a fluid economy, and it is nothing 
whatever new or surprising or indeed unhealthy that changes occur 
which replace old businesses with new businesses. That has been the 
thing which has made the American economy the vital, strong, vigor 
ous force it is in the world today. In other areas of the world, the 
effort has been to maintain the status quo. That was the socialistic 
program in Great Britain, which meant that certain of their industries 
have not kept pace with the technological developments in the world. 
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The American industry has been dynamic. It has changed. New 
inventions have come along. Nylon has come along and put other 
businesses out of work. ‘That is a constantly recurring feature. 
While | believe that there should be a cons iderable measure of pro 
tection against foreign competition, the mere fact that there are bus 
nesses in the United States which are having difficulty in the face of 


new types of competition is nothing new to American life. In fact, 
it is characteristic of American lift 

Mr. Jenkins. That is not the point. There is no question but that 
we are a great country. Our country has taken care of itself. But 


now we have basic industries that are going out of business just because 
those businesses are transferred and trai Spol ted to some other count ry. 
That is our problem. At least that is my problem. 

Secretary Dues. If the causes of the situation you speak of are 
due to toreign competition rather than domestic competition, that is 
certainly one of the things that should be studied and gone into, and it 
might very well be a basis for increased tariff protection. 

Mr. JenKINs. That is our problem, and the committee's problem. 

That is all, Mr. Chairman. 

The CHarRMaAN. Mr. Cooper ¢ 

Mr. Coorer. Mr. Chairman, I understand Mr. Eberharter has to 
leave in a few minutes, and I have agreed to yield to him at this time. 

The CHairman. Mr. Eberharter will inquire. 

Mr. Exsernartrer. Thank you very much. 

Mr. Secretary, you have made a very fine general statement. I con 
gratulate you on it. I will say I agree with it wholeheartedly. 

I want to ask you, Mr. Secretary, are you familiar with the so-called 
Bell report ? 

Secretary Dues. I know there is such a thing as the Bell report, 
but I would not want to pass an examination on it. 

Mr. Eseruarrer. Do you know whether any of your staff have made 
a study of the so-called Bell report ? 

Secretary Duties. No; I do not. 

Mr. Exnernarter. Mr. Secretary, a report was made in February 
of this year to the President by the Public Advisory Board for Mutual 
Security, and it is called “A Trade and Tariff Policy in the National 
Interest.” On that Board were representatives of business, labor, 
and agriculture, of universities, foundations, and agencies of the Gov 
ernment. Some of the outstanding personalities in the United States 
today were members of that Board, the Chairman of which was Daniel 
W. Bell, and, of course, you know him. 

This study took 6 months, in which they went over the entire sub- 
ject, and they made recommendations. I have no doubt that Mr. 
Stassen is familiar with it. In fact, he may have been on it. I see 
he is not on it. 

In view of that report, do you not think if recommendations in 
that report were taken into consideration, the administration could 
go ahead right now and make its recommendations to the Congress 
instead of suggesting that we postpone this issue and make another 
study ? 

I think it might be advisable, Mr. Secretary, to put in the record 
here the persons who compose this Advisory Board for Mutual Secu 
rity on the Trade P olicy Study: 
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Daniel W. Bell, Acting Chairman. He is the president of the 
American Security & Trust Co., of Washington, D. C. 

Sarah Gibson Blanding, president of Vassar College. 

James B. Carey, secretary-treasurer of the Congress of Industrial 
Organizations. 

Jonathan W. Daniels, editor of Raleigh (N. C.) News and Observer. 

Robert H. Hinckley, vice president of the American Broadcast- 
ing Co. 

Eric A. Johnston, president of the Motion Picture Association of 
America, Inc. 

Allan B. Kline, president of the American Farm Bureau Federa- 
tion. 

Orin Lehman, 1 William Street, New York, N. Y. 

A. E. Lyon, executive secretary of the Railway Labor Executives 
Association. 

George H. Mead, chairman of the board, the Mead Corp., Dayton, 
Ohio. 

George Meany, president of the American Federation of Labor. 

Herschel D. Newson, master of the National Grange. 

James G. Patton, president, National Farmers Union. 

David S. Brown is secretary and Edward M. Bernstein is staff 
director. 

Mr. Secretary, do you not think the administration, following study 
by those eminent persons, should be in a position right now to make 
its recommendations, instead of suggesting the creation of another 
commission ¢ 

Secretary Duties. The commission proposed by the President 
would be of quite a different character from the so-called Bell Com- 
mission, and I think would be more truly representative of the various 
interests of the country than was the Bell Commission. The Presi 
dent’s proposed commission would have the advantage of having on it 
not merely private persons but representatives of the Congress. 

Mr. Esernarrer. In other words, you say that Board, the members 
of which I have just named, was not representative of America and 
American interest, American self-interest ? 

Secretary Duties. I do not believe that it would carry the author- 
ity—in fact, did not carry the author oes h is desirable before we 
move in this field. That commission, as I understand it, was appointed 
by the outgoing administration, primarily by Mr. Harriman, and I 
believe that a commission which operated under the auspices of the new 
administration would be one which would carry greater confidence 
and support in the country and in the Congress than one which was set 
up by the outgoing administration. 

Mr. Eserrarrer. I think an examination ate the politics of the 
members of this Board would show that perhaps the majority of them 
are Republicans, if you are putting it on the basis of partisanship. I 
think there is no politics whatsoever in a report issued by such emi- 
nent citizens and such well-known persons as are mentioned here. 

Aside from that, it may interest you to know, Mr. Secretary, that 
the report of this Commission, I think, agrees 100 percent with your 
general recommendations made this morning. It is perhaps a little 
disturbing that more attention has not been paid to that report, in my 
view. 
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Secretary Dutxes. I made no recommendations this morning: 

Mr. Exsernarrer. General recommendations. 

Secretary Duties (continuing). Except as to the point of view that 
needed to be taken into account in making a study. I did not attempt 
to forecast and do not attempt to forecast the conclusions. I under- 
stand this report did come to some specific conclusions, which, as 
far as I am concerned, I would not be prepared wholly to endorse, al- 
though I do not speak as an expert in this matter. I only have the 
responsibility or primarily the responsibility of bringing to the atten- 
tion of the Congress the elements of foreign policy ae [I think ought 
to be taken into account before the Congress acts. I do not myself 
profess to be an economist or to have the prim: ry responsibility of 
studying the domestic situation. My responsibility is the international 
situation and foreign relations. 

Mr. Eseruarrer. Mr. Secretary, insofar as the international situa- 
tion is concerned, the diplomatic situation, I think everybody will 
agree we are in a delicate position now. Do you not think that, if the 
Congress of the United States postpones action at this time, it will give 
the enemies of the free world a tremendous leverage to carry on their 
propaganda and create doubts in the minds of all our friends in the 
free world that we may be changing our policy; that we are going to 
reexamine it to see whether it is all right for our own interests? Do 
you not think that is quite a victory for the propaganda that the Com- 
munist world has been carrying on, in your postponement of action? 

Secretary Duties. No,sir. 1t may very well be that we shall change 
our policy. The important thing is not always to have the same policy. 
The important thing is not to change it until you are quite sure you 
are changing it in the right direction, until you have a clear presenta- 
tion of the reasons for the change, and until you have opportunity to 
explain those reasons to your friends so they will be understanding 
and appreciative of why you are making the change. That is the rea- 
son for the delay and postponement. 

I would not want to say at all that there may not be a change of 
policy as a result of the study of this Commission. 

Mr. Exernarrer. In other words, Mr. Secretary, you are saying that 
we may change our policy to a higher tariff policy, and by saying that 
you are giving notice to the world that perhaps we will go into a sort 
of isolationist shell insofar as exports and imports are concerned. You 
say there is a possibility of that. 

Secretary Duties. I would assume there is a possibility that our 
tariff policy may be changed. I would not attempt at the present time 
to prejudge the question of whether it will be a change up or a change 
down. It may be a change up in some respects, and a change down in 
other respects. The whole purpose of this study is to be sure that 
what we do in that respect is, as I say, a well-reasoned program which 
fits into our other programs. 

I do not attempt in any way to prejudge what the outcome of that 
study would be. 

Mr. Exsernarter. Then you put it on a basis of probabilities. 
There is a probability that we will make a change in our historic 
policy for the past year since 1934. 

Secretary Duties. There had been changes in our policies of. vari- 
ous kinds all through that period. I am one of those who believes 
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very strongly in the inevitability of changes of one sort or another. 
One policy which is sure to fail is the policy of always trying to stand 
still. 

Mr. Esrernarrer. As of today, though, you are convinced that the 
policies that have been followed since 1934 with respect to reciprocal 
trade agreements is the proper policy? That is your opinion today, 
according to your statement, is it not ¢ 

Secretary Duties. No, sir. When I said our policies, by and large, 
had been wise policies, I was stating that our policies by and large 
throughout the 164 years of our national life had, by and large, been 
wise policies. I do not attempt to characterize them in terms of a 
short span of years. 

I might say that when you go back to—what was the date you 
picked, 1934 ¢ 

Mr. Ernernarrer. 1934. 

Secretary Dunxes. I recall that when I was in the Senate in 1949 
I voted for the introduction at that time of the peril-point clause in 
the Trade Agreements Act. That was defeated at that time. But 
the fact that I voted for a change in the law in 1949 which was not 
accepted would be evidence, I think, that I do not feel entirely happy 
that the law throughout all of that period was as good as it might be. 

Mr. Enernarrer. Do you think the adoption of the peril point was 
generally considered satisfactory to our friends of the free world at 
the time of its adoption ¢ 

Secretary Duties. The other countries are always, of course, anx- 
ious to promote their trade, just as we are anxious to promote our 
trade. They would probably prefer it if we had no tariff restrictions 
at all. As long as our tariff restrictions are reasonable, we can ex- 
plain them and can give them good reasons for what we do, I do not 
fear the consequences. What I do fear is actions that are taken 
abruptly without opportunity to prepare the way and which may not 
be based upon a genuine appraisal of our needs in the world today, 
because we have to think not only in terms of protecting against im- 
ports, but we have to protect exports, and we do have to maintain 
good relations with countries who possess many sources of raw mate- 
rial upon which we depend and would be even more dependent in time 
of war. 

Therefore, this is an area where we need to move with circumspec- 
tion, but certainly the friendly countries of the world have accepted 
and have lived with the peril point since it was introduced, I think, 
in 1950. 

Mr. Esernarrer. Mr. Secretary, my experience has been that when 
one wants to avoid meeting an issue head on, the escape is always to 
appoint a commission or a board to reexamine or examine a problem 
so the issue can be decided at some later date. 

Thank you, Mr. Secretary. Unless you want to answer that. 

Secretary Dutxes. I would like to answer that. 

Mr. Enrruarrer. I was just telling you my experience, you see. 

Secretary Duties. The fact that that has been the experience of the 
world for so many centuries indicates there must be a little merit in 
it or it would not have survived so long. 

Mr. Enernarter. If it was a new issue, a new question, or if policy 
had not been developed. But to start reexamining just after a report 
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has been issued by an eminent group seems to me to be merely an avoid 
ance of the meeting of an issue. 

Thank you, Mr. Secretary. 

The CHarrman. Mr. Simpson ? 

Mr. Simpson. Mr. Dulles, I really had not intended asking many 
questions, but there are 1 or 2 instances in your statement which I feel 
should be clarified, in view of the possibility that the committee do 
nothing at all. 

On the fifth page of your statement you refer to a “standstill.” By 
that do you mean that not only should legislation not be passed chang 
ing the law but that in addition, within your Department and with 
respect to the relief provisions in existing law, they shall continue to 
act in the same standstill approach that has been ti aken in the past ? 

Secretary Duties. No, sir. Iam glad you gave me the op portunity 
to clarify that point. I referred to a standstill from the standpoint 
of the legislative process of maintaining the present law. I did not 
refer to a standstill in terms of using’ the provisions of the present 
law to bring about the correction of any serlous injury from imports, 
if the Tariff Commission finds it appropriate. 

Mr. Stmpson. Will you unde rtake to speed them up down there 

Secretary Duties. Yes, sir; as far as it lies within my power. 

Mr. Stmpson. I am going to suggest that I think it will require some 
personnel changes and policy changes in order to get what I consider 
fair administration of that office. 

One other matter which involves that particular office and has to 
do with the section in the bill which applies to the lead and zin 
industries. 

I have before me a résumé which purports to boil down the results 
of an interview held down there by some men from the mining indus- 
try in the West, and which contains this statement : 

It was made clear to the American workers that the State Department has n« 
solution to offer for their present predicament. The officials contend that whet 
a sufficient number of mines in the country have been wiped out, prices wil 
reach the level of 15144 cents proposed in the Simpson bill because of decreasing 
supplies. 

That sums up the result of an interview held by these men with 
gentlemen from an office within your jurisdiction, and I would like 
to know whether you care to comment on that. 

Secretary Duties. All I can say is that I am not familiar with the 
interview but, as you report it to me, I would not say it reflected my 
views or the official views of the Department of State at the present 
time. 

Mr. Srmrson. And any of your men who purported to express that 
as your view were at best expressing that as their own opinion and 
not the Department’s? 

Secretary Duties. Yes, sir. 

Mr. Srmpson. Certainly it is not the policy of this administration 
to drive out of work men who are now working? 

Secretary Dues. It is not. 

Mr. Smopson. I gather from your st: utement, as intended, that the 
only part of it you want is the section 1 provision, that section which 
provides for extension of the Trade Agreements Act of 1952? 

Secretary Dutuxs. Yes, sir. 
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Mr. Srmrson. Do you contemplate—— 
Secretary Duties. And such congressional action as might be nec- 
essary to establish the commission which the President has recom- 
mended. 

Mr. Stwpson. That is not in the bill that I have introduced, but it 
could be added. 

Do you have in mind a new trade agreement within the next year? 

Secretary Duties. No, sir. 

Mr. Srrson. Why, then, do you want this authority ? 

Secretary Duties. I am told, although I cannot myself document 
it, that there are some very minor technical changes that might be in 
the common interest under existing agreements, and which would 
involve the use of that authority. I do not attach, myself, very great 
importance to that. Extension of the act, however, is in a sense 
symbolic of an intention to preserve the existing situation until there 
is a reason for change in it. 

Actually, from the standpoint of substance as against the symbolic 
effect, I do not think it has great importance. 

Mr. Stmpson. You do not have in mind, though, any new agree- 
ments ‘ 

Secretary Dues. No, sir. 

Mr. Simpson. A great deal of our trouble comes from what we 
consider unworkability or lack of interest downtown with respect to 
these relief provisions. Some of it can be corrected administratively, 
although I am sure that changes in the law are required if we are to 
protect certain American industries. 

Do you subscribe to the belief of those who think that certain 
industries here should be eliminated as a result of foreign competition ? 

Secretary Duties. No, sir, I do not. There are in every industry 
certain marginal producers who come in at peak times, who make 
quite a lot of money out of high prices, and then who do not expect, 
really, to be able to survive a period of low prices. That is an eco- 
nomic fact that we are all familiar with. High prices bring in mar- 
ginal producers. 

As far as industry as a whole and in general are concerned, I cer- 
tainly do not subscribe to the point of view as to which you asked me. 

Mr. Simpson. I have just one other series of questions. 

On page 4, about the center of the second paragraph, you make 
the statement: 

Moreover, our American taxpayers should not be expected indefinitely to 
shoulder the large grants-in-aid that have recently been supplied by the United 
States to bolster foreign economies. 

Whom would you substitute for the American taxpayers? 

Secretary Dunes. I believe that that situation can largely be 
taken care of by improvement in the economies of the countries them- 
selves, and more particularly by increased economic unity as between 
those countries. 

I believe, for example, that if the program which we are pushing, 
or are behind, I would say, because the leadership really comes from 
abroad—if the program for increased economic, political, and mone- 
tary unity in Europe should be consummated, and it might very well 
be consummated within the next 6 months, that that in itself would be 
a great relief to the American economy, both from the standpoint of 
our industry and from the standpoint of the taxpayer. 
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One of the reasons why the American economy is so important to 
the rest of the world is because many of the countries of the rest of 
the world have not themselves taken the measures to create greater 
independence of the American economy. The American dollar today 
is the prime currency in the world because it has very large purchasing 
power, and it presumably has a sustained value so that people who get 
dollars cannot only have a call upon a very large variety of goods, 
but they can, if they wish, defer the exercise of “that call in the ex 
pects ation that the dollar will still retain its purchasing power. 

That attracts to the United States to some extent, in my opinion, 
an abnormal flow of goods, because people want to get the dollar 
because that is the only currency which serves that purpose. If these 
Western European countries could, through their own efforts, make 
their own currency—and I refer to that here—a more valuable cur- 
rency through a command over larger markets, through stability, 
then'there would be a very considerably ~ reased exchange of goods 
between these countries themselves and a less effort to ship all these 
goods to the United States. 

I have believed for some time, Congressman, that one of the meas- 
ures which we want to urge and which I certainly am urging very 
strongly, as is the President, is this movement toward increased unity 
— stronger currencies on the part of other countries so there will 
be less of a tendency to depend upon the United States and everybody 
trying to get dollars. In other words, the dollar gap to some extent, 
in my op inion, 1s an artificial one which could largely or to a con 
siderable extent be changed by better policies by the European coun- 
tries themselves. 

That is one of the things which I think will develop during the 
coming months and perhaps make it easier to come to a solution of 
the problem which is dealt with by your bill. 

Mr. Simpson. There is a dollar gap, and we are presently filling that 
with grants-in-aid, is that correct / 

Secretary Duties. Toa considerable extent ; yes, sir. 

Mr. Strmeson. What I do not want to do and what I think we 
are doing under this slogan, “Trade, Not Aid,” is filling that dollar 

gap presently filled by grants-in-aid, and thereby an expense to every 
taxpayer in the country, I fear that we are filling that with the work 
and effort and loss of employment, particularly, of the people whom 
the tariff cuts are hurting; that we are filling it at the expense of the 
American workingman in a deen industries which have appeared 
before us. 

I further agree with Mr. Jenkins in my belief that a year’s delay 
in giving them relief may wipe out their businesses. 

I do not think the burden of filling that gap should fall upon that 
group of our citizens. Rather, I think, havi ing once determined that 
a grant-in-aid is necessary and desirable, it is a liability of the con- 
plete | rovernment and not of this or that industry. 

hat is my concern and reason for this bill, in part. 

Secretary Duties. You will notice, Congressman, that I say here 
that I do not believe that local, that is, domestic business, should alone 
pay the price of foreign policies designed to promote internations | 
unity and economic health. 

Mr. Stmpson. Isaw that. Thank you very much. 
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The Cuatrman. Mr. Cooper will inquire. 

Mr. Coorer. Mr. Secretary, I hope you will follow me to congrat- 
ulate you on the statement you have presented to the committee today. 

As Secretary of State, of course you support the position taken by 
the President in his special message to Congress recommending the ex- 
tension of the present Recriprocal Trade Agreements Act for a period 
of 1 year? 

Secretary Duties. Yes, si 

Mr. Coorer. On March 17, the Assistant Secretary of State for 
Inter-American Affairs, Mr. John Cabot, referred to bills which have 
been introduced in this session of Congress to restrict oil imports in 
the United States. Hesaid,and I quote: 

I am not going to describe to you at length what is likely to happen if one 
of these bills should pass. You yourselves will readily appreciate that if we 
should thus break an international commitment, it would not only damage. your 
business, American exporters in Venezuela, but also prejudice our interests 
throughout the Americas. 

Do you agree with that statement made by Assistant Secretary 

‘abot ? : 

Secretary Duties. I Aarts that that is one point of view which is 
properly brought forward by those who are primarily responsible 
to look out for the foreign interests of the United States. I do not be- 
lieve that it _ the only point of view which should be taken into 
account, but I do believe that those who, like Mr. Cabot, have a pri- 
mary responsiliity to try to promote the foreion relations of the 
United States. and in particular to assure friendly relations with 
Venezuela, wnieh i is extremely important not only because of historic 
and cultural ties, but because it is a large source of oil reserve and 
of iron ore reserves upon which the Ni itional Security Council figures 
we might have to draw very heavily in time of war—I think that is 
an entirely proper point of view for him to e xpress. 

Mr. Coorrr. Are you in agreement with the position that he takes 
In that statement ¢ 

Secretary Duntxes. I would not say that it is an entirely balanced 
statement, because I do not believe that he had in account, he has no 
means of getting in account, the domestic problem which is also in- 
volved. He presents one point of view, and very properly so. 

Mr. Cooper. On April 17, 19538, Assistant Secretary of State for 
Congressional Relations, Mr. Morton, made a speech in New Orleans 
in which he referred to the Simpson bill, H. R. 4294. He said, and I 
quote: 

The hearings will be held on a bill which would tear the vitals out of the 
present Trade Agreements Act. Adoption of such a bill would create consterna- 
tion among countries of the free world and would lend credence to the Com- 
munist theme that the United States wants to sell but it does not want to buy. 

Do you agree with that statement ? 

Secretary Duties. I agree that the present adoption—in fact, I 
say myself that if the bill were presently adopted without careful 
study, which might or might not show its justification, that the reper- 
cussions of it in foreign countries would be at the present time dis- 
advantageous, and that is one reason why I recommend that there 
should not be present action taken on that bill. 

Mr. Cooper. Does this statement by Assistant Secretary Morton 
represent the administration’s position on the Simpson bill? 
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Secretary Dutzes. I cannot say that it represents the administra 
tion’s position. It represents his position and, broadly speaking, as 
I say, it is my own position, although I would not want to be held to 
she precise words. 

Mr. Cooper. You have already stated to the committee that you 
oppose the enactment of the Simpson bill. 

Secretary Duties. Yes, sir. 

Mr. Coorer. You do speak for the administration here at this 
hearing ¢ 

Secrets iry Duties. I speak a as Secretary of State. There will be 
other representatives also of the administration who will appear. I 
understand Secretary Humphrey is appearing this afternoon. Other 

Cabinet members will appear. We each appear from a slightly dif 
fe rent background, and the administration’s position will be the com 
posite of everything that we say. 

Mr. Coorer. But your statement is certainly not in disagreement 
with the position of the administ — ? 

Secretary Duties. I think not, si 

Mr. Cooper. On Monday, April 9 27, 1958, the Under Secretary of 
State, Mr. Smith, spoke before the United States Chamber of Com 
merce here in Washington. He said, and I quote: 

As you probably know, hearings opened in Congress today on a bill which, 
though extending the reciprocal-trade-agreements program, would in effect bring 
about a sharp reversal of United States policy to lower barriers to trade in the 
free world. The bill would change the Trade Agreements Act from a tariff- 
reduction program to a tariff-raising program. 

Mr. Secretary, does that statement represent the administration’s 
position on the Simpson bill ¢ 


Secretary Duties. To the extent that it refers to the fact that this 
action would involve a sharp change, it certainly does. We do not 
believe and I think my statement Gave the reasons why- ve ado not 


believe in any sharp or abrupt action at this time. As I said here, 
many of the economies of our friends are delicate and fragile. 1 hey 
are extreme ly nervous as to what the pol cies of the present admit 
tration may be. They already foresee a reduction in the form of eco- 
nomic aid and straight relief. As I said in my statement, they are not 
in a position to survive what I might call multiple blows. 

I believe until this thing can be worked " as a rounded program, 
until we can satisfy ourse en and s atisfy hem that our program is 
compatible with their own healthy nation: al existence, it would be w 
fortunate to act. That is the reason that we want this period of a 
year’s extension and 8 or 9 months in which to work out a program and 
explain it to our friends so that by next January it will be a program 
which will serve our total national interest as well as can be done, all 
the segments of it, which includes the maintenance and retention of 
vigorous allies which are imbued with good will toward us. 

Mr. Coorrr. This statement of Under Secretary Smith is in : 
ment with the administration’s program ? 

Secretary Duties. I beg your pardon. Was that a statement or a 
question ¢ 

Mr. Coorrr. I say, the statement made by Under Secretary Smith 
you think is in agreement with the administration’s program ? 


orTree- 


ay 
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Secretary Duties. No, I would not say that, sir, except in the sense 
that it coincides with what I have said here today and what other 
administration witnesses will say during the coming days. 

Mr. Coorrer. Are prominent, outstanding, top-level administration 
officials making statements that are in disagreement with the program 
of the administration ? 

Secretary Duties. It is not possible to attribute to the administra- 
tion every word, every phrase, and every statement that is made by 
Secretaries, Cabinet officers, Assistant Cabinet officers, and so forth. 
You have got to allow a very considerable measure for individual 
emphasis. I do not think that you can say that everybody is entitled 
to identify whatever he says with administration policy. Administra- 
tion policy is essentially the policy of the President expressed under 
his guidance by the Cabinet officers. 

Mr. Cooper. Certainly there is some coordination, is there not, be- 
tween the officials of the administration as to their position on impor- 
tant questions? 

Secretary Duties. Yes, sir. We try to have coordination. 

Mr. Cooper. The highest ranking official in the State Department, 
next to you, certainly would not go out and make a statement that was 
not in agreement with the policy of the administration, would he ¢ 

Secretary Duties. The conclusions which are expressed by Under 
Secretary Smith are precisely the same conclusions that are expressed 
in the President’s own communication to the Congress, and in the 
statement which I made today. 

Mr. Coorer. That was my impression, Mr. Secretary, that it was 
exactly in line with the special message of the President to the Con- 
gress and in line with your splendid statement today. So I was just 
wondering why you were hesitating so much in expressing that view 
about it. 

Secretary. Duties. I am only hesitating, sir, in the sense that I do 
not want to see and it is not fair to attribute to what you call the 
administration, every word, every phrase, every inflection in speeches 
that are made throughout the country by various representatives of 
the administration. But the purpose of it all is exactly in accord with 
what the President has himself said and what I have said here today. 

Mr. Coorrr. Then in this same speech by Under Secretary Smith, 
he referred to the many bills which have been introduced in Congress 
to restrict the importation of fuel oil into the United States. This oil 
import restriction, as you know, is embodied in the Simpson bill. Sec- 
retary Smith said: 

Take a look at the oil bills. At present about 70 percent of the oil we import 
originates in Venezuela. It amounts to less than a tenth of our domestic con- 
sumption. Venezuela is and has been a friend of the United States. Her oil 
exports to the United States are quite small compared to our total consumption, 
but they are highly important to her ; 65 percent of the revenue of the Venezuelan 
Government and over 95 percent of Venezuelan foreign exchange comes from oil 
operations. To our friends in Venezuela, oil exports to the United States spells 
dollars that are spent on purchases in the United States. These purchases are 
very important to the Venezuelans and, incidentally, quite important to us. 

For instance, Venezuela bought from us in 1952 over $200 million worth of 
machinery and vehicles, about $75 million worth of metals and manufactured 
products. They also buy other items in substantial quantities—foodstuffs, tex- 


tile fibers, and chemicals. The full list is long. Their purchases in 1952 totaled 
about a half billion dollars. The Venezuelans earned this half billion almost 
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entirely from oil operations. In fact, Venezuela buys in nearly every 1 of the 
48 States. All of us, in other wordsfi benefited in some fashion or another. 

Our Venezuelan friends would have to do a good deal of fast talking to their 
more nationalistic-minded countrymen if we shut out Venezuelan oil, and this 
is without consideration of the strategic importance of Venezuelan oil to our own 
security. 

Mr. Secretary, do you agree with that statement by Under Secretary 
Smith ? 

Secretary Duties. Yes, sir. 

Mr. Coorrr. Does this represent the administration’s position on the 
oil import restriction sections of this pending bill ? 

Secretary Duties. No, sir. What Secretary Smith did in the por- 
tion you read was to marshal a series of facts. Those facts, to the best 
of my knowledge and belief, are correct facts which ought to be in 
the minds of the American people, ought to be in the minds of the 
Members of Congress who have to act upon these matters. The por- 
tion which you read me did not make any recommendations, as far as 
I can recall, as to what the final conclusion should be. A statement of 
facts can hardly be expressed as an administration position, because 
these are not the only facts in the case. An administration position, I 
assume, means a conclusion, a recommendation of policy. What you 
read me contained no recommendation of policy at all. 

Mr. Coorer. Under Secretary Smith made the statement, and you 
agree with him, and you do not know whether that is the administra 
tion’s position on the point or not? 

Secretary Duties. In the portion which you just read me, sir, Sec- 
retary Smith outlined a number of facts which I believe to be true 
facts as to the trade relations between Venezuela and the United States. 
I believe those facts are true facts, and facts which ought to be taken 
into account when there is action on this subject. 

Mr. Coorrr. Is the administration opposed to putting a restriction 
on the importation of foreign oil into the United States ¢ 

Secretary Duties. We are opposed to any such action at this time 
unless it comes about through the ope ration of the present law. 

Mr. Coorrer. Mr. Secretary, you were asked some questions by my 
colleague from Pennsylvan , Mr. Eberharter, with respect to the so 

called Bell re port. This Be 1 report recommends 10 steps to encourage 
an increase in imports to help pay for our exports. Are you familiar 
with those 10 recommendations in the Bell report? 

Secretary Duties. No, sir 

Mr. Cooper. I hesitate to take your time, but I am interested in 
knowing your views on it, so I would like to present them to you and 
ask whether you agree with them. [Reading:] 

1. That decisions on trade policy be based on national interest, rather than the 
interest of particular industries or groups; that in cases where choice must be 
made between injury to the national interest and hardship to an industry, the 
industry be helped to make adjustments by means other than excluding imports 
such as through extension of unemployment insurance, assistance in retraining 
workers, diversification of production, and conversion to other lines. 

Are you in general agreement with that recommendation ? 

Secretary DULLES. I have no judgment on that at all. I think it 
would help, if I might, Congressman, to point out that I consider that 
my role as Secretary of State is to advise the President and to advise 
the Congress, where it desires my advice, as to what are the interna- 
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tional implications of possible action. It is not primarily my business 
to study the domestic situation or to reach conclusions with reference 
to the domestic situation. That is in charge of other branches of the 
Government. 

The Cabinet is divided. I have certain responsibilities which I 
try to discharge to the best of my ability, but I do not discharge all 
the responsibilities that devolve upon the administration. 

The statement you read me involves judgments about the economic 
position, the industrial health, and so forth, of the United States, 
which is beyond the scope of my Tl I can tell you to the 
best of my ability and as honestly as I can, what I believe the effect 
will be of certain action upon the international relations of the United 
States. Somebody else will have to tell you what the effect of it will 
be upon our domestic economy, and then the President and the Con- 
gress bet ween them will have to strike a balance. Iam responsible for 
only half the program, not the whole of it. 

Mr. Coorprr. Mr. Chairman, I ask unanimous consent to include 
these 10 recommendations in the record at this point. 

The CuarmmMan. Without objection, it is so ordered. 

(The recommendations referred to follow :) 


1. That decisions on trade policy be based on national interest, rather than 
the interest of particular industries or groups: that in cases where choice must 
be made between injury to the national interest and hardship to an industry, 
the industry be helped to make adjustments by means others than excluding 
imports—such as through extension of unemployment insurance, assistance in 
retraining workers, diversification of production, and conversion to other lines. 

2. That a new, simplified tariff act be adopted, providing for general reduc- 
tions of duties and eliminating present uncertainties in the classification of goods 
by consolidating the many hundreds of present tariff rates into 7 basic schedules; 
a free list, 4 groupings of commodities bearing duties of 10, 20, 30, and 40 per- 
cent ad valorem, a specific list for basic agricultural and mineral raw materials, 
and an extraordinary list where commodities might be placed whose importa- 
tion, for security or other reasons, should be limited by quotas or other restric- 
tions, or by exceptionally high rates; that Congress establish appropriate stand- 
ards for such an act and authorize the President to develop and carry out its 
details. 

That the President be authorized to enter into reciprocal trade agreements 
without limit of time and with power to reduce tariffs, within specified limits, 
in return for reductions in tariffs or restrictions by other countries. 

41. That, as an interim measure, customs procedures be simplified by prompt 
passage of a bill similar to that recommended by the Treasury and passed by 
the House of Representatives in 1951; that a commission be created to study 
and propose further measures of customs simplification. 

5. That tariffs be reduced, and quotas on agricultural products be liberalized 
to allow the freer import of goods that are not produced in this country in suf- 
ficient quantity at world prices; that section 104 of the Defense Production Act, 
restricting the import of certain agricultural products, be repealed. 

6. That tariffs be reduced and in some cases ultimately eliminated on metals 

and minerals of which imports are a major part of United States supplies; that, 
whe re necessary for defense reasons, domestic production be encouraged through 
special purchases or contracts rather than tariffs. 
7. That import excise taxes now applying to petroleum products be dropped; 
that, if imports reach a level where they impede domestic exploration and de- 
velopment, other measures be taken to assure a domestic industry adequate to 
defense needs. 

8. That cargo preference, by which 50 percent of the cargo on aid and loan 
shipments is reserved to domestic carriers, not be applied to countries that let 
American shippers compete on a fair basis. 

9. That the procurement policies of the Government which raise the cost of 
goods bought by the Government be reconsidered in the light of the principles 
and objectives of a foreign trade policy in the national interest. 
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10. That the Congress take the necessary steps to enable the United States 
to join in establishing an international organization to promote the objectives 
of the General Agreement on Tariffs and Trade (GATT) ; that active participa 
tion be continued in other international organizations to promote fair-exchange 
and fair-labor practices and the flow of investment capital. 

Mr. Coorer. Mr. Secretary, I will ask you this question, in conclu- 
sion: Is it your conviction that the extension of the present Trade 
Agrements Act for 1 year, as recommended by the President and rec- 
ommended by you here, is in the best interests of the United States 
in dealing with international affairs? 

Secretary Duties. Yes, sir. I have no reservations whatever on 
that point. 

Mr. Coorer. Thank you, sir. 

The Cuarrman, Mr. Kean will inquire. 

Mr. Ky aN. Mr. Secretary, if no new trade agreements are contem 
plated, what objection would there be to just letting the Trade Agre« 
ments Act expire by limitation on June 12¢ Personally, I believe 
this would have a very bad psychological effect on foreign nations, 
but I would like to have your views on it. 

Secretary Dt LLES. Yes, sir. As I sald be fore. we do noi h ive in 
contemp lation any exercise of power under that act during the next 
year to conclude any major new agreement of any kind, although I 
am told there may be some technical modifications of existing agree 
ments which would be appropriate. 


The reason we recommend that the act be continued is because to 
allow it to lapse at this time would be widely inte ree abroad as 
an abandonment of the p rine ip le which is represe nted | that par 
ticular act. The decision as to ciiahenien not to sian: hy it should 


not, we believe, be made at this time or seem to be made at this time, 
because of the fact that it would have serious repercussions and would 
jolt very severely the economies and the political programs of some of 
these other countries. 

Let me say that most of these governments are extremely nervous 
as to what the future polici ies of the United States are voing to be. 
They have been told for 20 years that a Republican administration 
would be an isolationist administration and that there would 
sharp cut in all forms of economic relations, not only in terms of for 
eign assistance programs, but trade and the entire network of relations. 
They feel that if that happens, and happens abruptly, they would then 
be unable to survive as separate members of the free world, and they 
might have to think in terms of appeasement, neutralism, and things 
of that sort. In other words, we would lose them as vigorous, strong 
allies, which they are today, and which we want to keep them. 

Therefore, I believe that any action at this time taken abruptly 
which would be interpreted or, if you will, misinterpreted by them— 
because it makes little difference whether it is a correct or incorrect 
interpretation ; the fact is it is an interpretation—in a way which leads 
them to panicky changes in their own policy and their relations with 
us, would be very unfortunate. 

Mr. Kean. I want to congratulate you upon what you said about 
your position as Secretary of State having only one-half the influ- 
ence on what we ought to do. I believe that in the past administra- 

‘tion, the interests of American business have been largely forgotten, 
and more consideration was given to what was important with refer- 
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ence to foreign relations, and of course, that is the reason that we 
put in that “peril point” amendment which you voted for—— 

Secretary Duties. Yes, sir. 

Mr. Kean. Which at least meant that the President, when nego- 
tiating, had to do so with his eyes open. 

Mr. Jenkins stated that recommendations in this field should be 
made by the Secretary of the Treasury rather than by you, represent- 
ing your Department. I think you have somewhat answered that by 
saying that you think it ought to be on a 50-50 basis. With the present 
world situation, it is true, is it not, that tariff is no longer merely a 
local issue? The State Department, of course, must be vitally inter- 
ested in the whole subject of foreign trade. Does not the factor of 
where we trade have important implications on the subject of war and 
peace and the economic health of our own country ? 

Secretary Duties. Yes, sir. You speak of the fact of where they 
trade, which raises, of course, a very delicate point, because under the 
Battle Act we are taking steps to prevent their trading with the Com- 
munist world, which today represents about one-third of the world. 
We represent a very large part of what is left. If they cannot trade 
either with the Communist world or with us, then they really are in a 
bad way. 

That is the kind of thing that worries me. That is the reason we 
need to work this thing out in a way which will take account of our 
various national interests, including the desire which Congress has 
expressed through the Battle Act that they should not trade with the 
Communist world. 

What we would like to have, of course, is foreign countries which 
do not trade with the Communist world, which do not export to us, 
which do import largely from us, which have very vigorous economies, 
which do not need aid from us, and which are able to make a very large 
contribution to a military establishment which will be allied with us. 

That creature does not exist in the world today, and we have to sit 
down and decide which of those qualities we are willing to give up in 
order to retain some of the others. That is the kind of thing this 
commission has to study for the next few months. 

Mr. Kean. I understand from the answers to the questions of Mr. 
Cooper that these speeches which were made by your assistants and 
the Under Secretary represent in general the policy of the administra- 
tion and of the Department, but that, of course, neither the President 
nor you has been able to go over every detail of the speeches, and 
therefore you are not vouching for every word that was said. But in 
general the statements made by these assistants do represent the 
administration’s policy. 

Secretary Duties. They represent a point of view, Congressman 
Kean, which the administration believes ought to be presented to the 
American people as one of the elements which they should have in 
mind before they reach a final decision. I believe that Under Secre- 
tary Smith and Assistant Secretary Morton, in presenting that, did 
what was properly their job to do in the positions which they hold. 
Certainly that is a point of view which the administration believes 
should be brought to the attention of the American people. 

Mr. Kran. That is the point of view of the 50 percent that you 
talked about, and we will hear the point of view of the other 50 percent 
when we hear Secretary Humphrey this afternoon. 
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Secretary Duuies. Yes; and you have been hearing some of it from 
other witnesses. 

Mr. Kwan. Thank you, Mr. Secretary. 

The Cuatrman. Mr. Curtis will inquire. 

Mr. Curtis of Nebraska. Mr. Secretary Dulles, I followed your 
paper very carefully, and there are 1 or 2 2 things that I want to inquire 
about that were not in there. 

Do you feel that the matter of the national defense and the raw 
products, the skills, the know-how and the factories to be maintained 
in this country, are one of the important factors that must be taken 
into account in determining our trade policy? 

Secretary Duties. Yes, sir. 

Mr. Curtis of Nebraska. Likewise, do you feel that we have a spe- 
cial problem that must be considered in reference to agriculture? I 
refer specifically to those particular products where our Federal Gov- 
ernment supports the price, and where we perhaps have a surplus. Do 
you agree that that poses a problem, too, where some attention has to 
be given to the import of that particular commodity ? 

Secret tary Dutixs. Yes. I know few problems that are more diffi- 
cult to resolve than the problem of our Government on the one hand 
supporting prices, and on the other hand imports of those same prod- 
ucts coming into this country. That is a very, very difficult problem. 

Mr. Curtis of Nebraska. Without solution, it means that sometimes 
the Federal Government is supporting the world price as well as their 
domestic price, or at least it is leaning in that direction. 

Secretary Dutuxs. Yes, sir. 

Mr. Curtis of Nebraska. Would you say that all of our foreign 
trade is acutely related to communism and the threat of communism, 
or just parts of it? 

Secretary Duties. You are referring now 

Mr. Curtis of Nebraska. To our world trade. 

Secretary Dutixs. Exports and imports, the whole business ? 

Mr. Curtis of Nebraska. Yes. 

Secretary Duties. I would not go so far as to say that there are 
not segments of our trade which cannot be altered without a serious 
effect upon our international position. I believe that there can be a 

reshaping of our foreign trade without serious international conse- 
quences if we go about it in the right way. 

What the free world cannot stand today are what I refer to as 
shocks. They are extremely nervous. They tend to misinterpret 
whatever we do. Some of them are rather jittery because of the 
advance of communism in Asia, developments such as are going on in 
Laos today. I have found in such international experiences as I have 
had that the most important thing of all in maintaining good relations 
is to try, as far as possible, to sit down and talk things over with your 
friends and allies before you act. If you act first and try to explain 
afterward, you never catch up with the consequences of what you do. 
If you can sit down and say, “Now it looks as if we have to do this, 
and this is why,” and if you have a good case, and if they can make 
adjustments in their own economy to take it into account, you can 
shift things around quite a bit without any bad consequences. 

The thing that is disturbing of international relations is abrupt 
action which seems arbitrary and not the kind of action taken in the 








608 TRADE AGREEMENTS EXTENSION ACT OF 1953 


way that would be normal between countries who are close friends 
and want to remain such. 

Mr. Curtis of Nebraska. The really sound and effective trade policy 
is one which takes into account the effects of imports and exports on 
both countries involved, is that not right? 

Secretary Duties. Yes, sir. The President has made clear in rela- 
tion to his budgetary program that we are probably making, are 
going to propose to continue at least, some pretty sharp cuts in various 
forms of our budget, particularly in defense. Why are we doing that? 
Not because we do not need all the defense that we can get, but because 
the President said the heart of the free world is a vigorous and strong 
United States. Whatever we do which destroys the vigor, the health 
of the United States would be a disservice to the whole free world. 
Everybody else recognizes that, too, including our friends and allies. 
It would not make any sense to have a budgetary policy, a defense 
policy which was designed to bring our expenditures into such shape 
that we could have a strong, vigorous and healthy United States, and 
then gut the whole thing through a foolish trade policy. That is 
perfectly clear tome. You have to take all these factors into account, 
and the basic position of the President, which is that you must have a 
strong, vigorous, healthy United States, is the heart of everything 
which he is trying to do. It relates itself to defense. It will relate 
itself to tariff, to the whole picture. 

Mr. Curtis of Nebraska. In other words, we have to keep ourselves 
strong to maintain the confidence and respect of other nations. 

Secretary Duties. Yes, and I believe that can be done compatibly 
with the strength and vigor of others, if we go at it the right way, just 
as I believe that the cuts which we plan in the way of foreign aid can 
be absorbed. If we give them a little time, a little advance notice, 
they can adjust their economies, I believe, to take account of it, and 
we can find other ways of compensation, perhaps in the form of offshore 
procurement, which does not involve either a grant-in-aid or having 
to take unwanted imports into this country, because we are getting de- 
fense items which they can manufacture. 

That may be a way around it. There are ways around these situ- 
ations if you go at it carefully, judiciously, and with consideration 
for others. 

Mr. Curtis of Nebraska. That is all, Mr. Chairman. 

The Cuatrman. Mr. Boggs will inquire. 

Mr. Boces. Mr. Secretary, in line with the questions of Mr. Cooper, 
I have a statement submitted to the committee by Mr. Roger Kent, 
General Counsel of the Department of Defense, in which he says, 
among other things, the following: 

The imposition of quotas on the importation of all petroleum oils and of 
residual fuel oil would seriously affect the national security. Its effect would be 
a substantial dislocation of a segment of our national economy and would create 
a barrier to the development of Western Hemisphere oil resources which are 
vital to our national security. 


Do you agree with that statement ? 

Secretary Duties. I believe that is a correct an: alysis; yes, sir. 

Mr. Boces. A correct analysis of the situation. Are you in agree- 
ment with it? 

Secretary Duties. I was trying to find it. 
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Mr. Boges. On page 2 of Mr. Kent’s report, the fourth paragraph. 

Secretary Duties. That is a conclusion which I would accept on 
his authority. I cannot make an independent assessment of it be- 
cause I am not familiar enough with the subject. 

Mr. Booes. That, of course, gets back to the pending bill before 
the committee, which you have ‘testified as being against. Mr. Kent 
is re ferring to the Simpson bill and the provisions with respect to 
the imposition of quotas. 

Did I understand you to say that you were opposed to the imposi- 
tion of quotas / 

Secretary Duties. No, sir. What I intended to say was that I was 
opposed to any change at this time, of our basic trade legislation. 

Mr. Boees. Would that mean that you are in disagreement with the 
position of the Department of Defense ? 

Secretary Dunes. It does not mean that I am in disagreement with 
that conclusion. As I say, that is a subject which is primarily or very 
largely within the competence of the Defense Department. They are 
very familiar with the utilization of fuel oil, the degree to which our 
defense, particularly our Navy, is dependent upon fuel oil, access to 
Venezuela, and so forth. That is their business, and if he says it, I 
am prepared to go along with it. I do not have any independent 
judgment about it, and my present position is limited just to this: 
that I believe it would be a serious mistake now to adopt this bill. 
I have an open mind as to what may come out of such a study. 

Mr. Boaes. You would not indicate, would you, that the Depart- 
ment of State has no interest in the imposition of import quotas / 

Secretary Duties. No, sir. 

Mr. Boges. You say this is the business of the Department of 
Defense ¢ 

Secretary Duturs. I said the Department of Defense is uniquely 
qualified to know the dependence of the Navy, for example, upon fuel 
oil along the Atlantic seaboard. 

Mr. Boges. I agree with you on that, but the Department of State 
is uniquely qualified to examine the effect of such a limitation upon 
the economy of the country involved, as well as this country, is it not? 

Secretary Duties. Congressman, I am not prepared now to take a 
position based upon what is a partial presentation of any case. This 
is a very powerful statement coming from the Secretary of Defense, 
which carries a great deal of weight. There are other elements in the 
situation which I would want to know more about before I came to a 
final conclusion. 

M. Bocas. Mr. Secretary, what I am trying to find out is whether 
or not you are for or against the Simpson bill. 

Secretary Duties. I am against the Simpson bill at this time. 
Whether I will be against it a year from now, I do not know. 

Mr. Bocas. Are you against the provision in the Simpson bill having 
to do with zinc and lead ? 

Secretary Duties. I am against the Simpson bill at the present 
time. Whether I will be against it a year from now, I do not know. 

Mr. Boces. What is your feeling about the provisions in the Simp- 
son bill limiting the authority of ‘the President of the United States 
with respect to negotiation of trade agreements? 

Secretary Duties. In the exercise of my constitutional rights, I must 
make the same answer. [ Laughter. |] 
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Mr. Boees. Mr. Chairman, I certainly would not take exception to 
the Secretary’s pleading self-incrimination. 

Mr. Secretary, you just tell me whenever you want to plead. It is 
all right with me. 

What is your feeling about the Buy America Act ? 

Secretary Duties. I have not made any study of that to come to 
any conclusion about it. 

Mr. Bocas. Has there been any study made in the Department of 
State ? 

Secretary Duties. Not that I am aware of. Certainly not since 
my administration of the State Department. 

Mr. Boces. Has the Department of State carried on any negotia- 
tions with the Treasury Department relative to the submission of 
legislation in keeping with the President’s recommendations on cus- 
toms simplification legislation ¢ 

Secretary Duties. I suspect that they have but I do not know of 
my own knowledge. 

Mr. Bocas. But as of now, you know of no recommendations in 
the Department ? 

Secretary Duties. I do not know of them myself; no. 

Mr. Boces. Mr. Secretary, getting back a little further to the line 
of examination by Mr. Cooper with respect to the statements made 
by Secretary Morton and Secretary Cabot, of your Department, are 
we to understand that members of your Department do not pursue 
a central policy; that each one of them represents a separate point 
of view? 

Secretary Duties. No, sir. Each represents a particular field of 
competence. For instance, Mr. Cabot is Assistant Secretary of State 
in Charge of Latin American Affairs, and as such he makes a par- 
ticular study of that situation. He was just down in Central America 
last week. He knows that situation, and he is entitled, I believe, to 
speak, in fact has a duty to speak, out of his own knowledge as to 
what the effect would be of certain action upon our relations which 
Latin American countries. 

That does not mean that that consideration is final and determina- 
tive as to the ultimate action by the United States Government as 
a whole. It does mean that he speaks of his knowledge just as other 
people speak of their knowledge, and the whole is put together and 
I hope influences the final verdict. 

The Cuamman. Pardon me, Mr. Boggs. Will you be here this 
afternoon ¢ 

Mr. Boges. Yes; surely. 

The CuHatrMan. The Secretary has another meeting, and he will 
come back at 2: 30. 

I believe it is convenient for you this afternoon, is it not? 

Secretary Duties. Yes, Mr. Chairman. 

The CHatrMaNn. We will suspend at this point so that you may leave. 

Secretary Duties. Thank you very much. There is a Governors’ 
Conference on, which is meeting at the White House, and I had prom- 
ised to be there and meet with the governors this morning. 

The CHarrMan. So I understand. We thank you for your appear- 
ance, and you are excused until 2:30 o’clock. 

We will now suspend until 2: 30. 
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(Whereupon, at 11:35 a. m., a recess was taken until 2:30 p. m., 
of the same day.) 






AFTER RECESS 











(The committee reconvened at 2:30 p. m.) 
The Cuarrman. The committee will come to order. 





STATEMENT OF HON. JOHN FOSTER DULLES, SECRETARY OF 
STATE OF THE UNITED STATES—Resumed 











Mr. Boees. Mr. Chairman. 
The Cuarrman. Mr. Boggs. 

Mr. Boees. Mr. Secretary, this morning I read one paragraph from 
the report of the Defense Department dealing with the importation 
of oil. I believe it was your observation that that was a subject which 
they were peculiarly competent to comment on. I would like to read 
one other paragraph. It is the second paragraph on page 2 of the 
report: 

The Department of Defense favors a 1-year extension of the authority of the 
President to enter into foreign-trade agreements. This Department, however, 
opposes the limitations and restrictions on that authority that would be imposed 
by H. R. 4294. 

So I gather by the report of the Department of Defense that it is 
opposed specifically to the restrictions in H. R. 4294. DoI understand 
you to say that you have not made any decision on those restrictions ? 

Secretary Duties. Yes, sir. The only decision which I have come 
to is the one I referred to this morning, namely, that I am opposed to 
the adoption of those restrictions at this time. 

Mr. Boees. But yours is an objection on time rather than the restric- 
tions themselves ? 

Secretary Dutzes. I have not felt it necessary to go into the merits 
of the restrictions because of the fundamental objection to making any 
such changes at this time. 

Mr. Bocas. Reading further from the Defense Department: 

Those limitations and restrictions would constitute a fundamental departure 
from the present administration of the reciprocal-trade agreements and prevent 
the continuation of our present trade program pending completion of a thorough 
and comprehensive reexamination of the economic and foreign policy of the United 
States as outlined by the President in his message of April 7, 1953, to the Congress. 

You do not disagree with that, do you? 

Secretary Dutxes. I think they are making the same point which I 
did, that to take this action at this time would anticipate and to that 
extent would render nugatory the thorough and comprehensive reex- 
amination of economic foreign policy as proposed by the President. 

Mr. Boees. Mr. Secretary, just for the information of the com- 
mittee, because I do think that we, as members of the committee, 
should know what the administration position is on these matters 
before us, this report indicates that the Bureau of the Budget advises 
that there is no objection to the submission of this report, which would 
indicate that the report had been cleared by the Bureau of the Budget. 
Is there not any coordination between the various agencies of the 
Government on the filing of these reports? 

Secretary Duties. I assume there is, although each department is 
prepared to submit its own report. There is general discussion of 










































82604—53———-40 


TRADE AGREEMENTS EXTENSION ACT OF 1953 


these matters at Cabinet meetings, exchanges of views, and then from 
then on the different Cabinet officers present the situation as they see 
it from their particular standpoints. 

Mr. Boces. You do not mean by that that when the other Cabinet 
officers come here, we may get a different position from the one that 
you have stated ? 

Secretary Duties. It may be different in detail; yes. 

Mr. Boges. But not in principle / 

Secretary Duties. No. The principles are generally agreed upon 
at Cabinet meetings, and then, as I say, different people make their 
own statements. Nobody in the ( a ee saw my statement that 
| made this morning except myself, because I only finished it early 
this morning. I had not seen this one from which you read. 

Mr. Boces. So there is no coordination between the various depart- 
ments before these reports are filed ? 

Secretary Duties. There is coordination at the Cabinet meeting 
level, but when it come to details, we do not have a single statement. 
If you wanted single statements, we could probably prepare one, and 
then it would not be necessary for you to hear 4 or 5 different Cabinet 
officers. I assume the reason why you hear different Cabinet officers 
is because they bring different viewpoints to bear. 

Mr. Boces. But you would agree, would you not, that there is some- 
thing more than a difference in detail when the Department of 
Defense specifically opposes the limitations and restrictions imposed by 
H. R. 4294 and when the State Department says that it withholds judg- 
ment on it. That is more than a difference in detail. That is a 
matter of very considerable policy. Do you not think there is a dif- 
ference t here ?¢ 

Secretary Duties. I think the Defense Department is entitled to say 
from its viewpoint what it conceives would be the effect of this opera- 
tion upon the oil rese oo that are required by the Defense Depart- 
ment, particularly the Navy. I believe the Department of State is 
entitled to state from its viewpoint what it believes the effect of the 
adoption of this ‘measure would be upon the international relations 
of the United States. Those are two different viewpoints which are 
properly represented to you by two different Cabinet officers. 

Mr. Boces. Of course, I do not want to labor the point, Mr. Secre- 
tary. 

Getting back once again to these addresses that have been made by 
Assistant Secretary Morton and Under Secretary Smith and Assistant 
Secretary Cabot, is it proper for us to assume on the basis of your 
testimony this morning that those speeches did not represent an 
expression of administration policy ? 

Secretary Duties. Those speeches represent a correct appraisal, 
in my opinion, of the effect which this action would have upon our 
international relations. It is their business to present that. There 
are other aspects of the matter which they do not represent and which 
it is not their business to represent. They are not experts, for 
example, in appraising the position and the troubles and the causes 
of the troubles in the coal industry. Somebody else has to do that. 
That is not the job of the State Department. 

Mr. Boges. When the Assistant Secretary says that H. R. 4294 
would tear the vitals out of the Trade Agreements Act, is that an 
expression of administration policy ? 
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Secretary Duties. That is an expression of the opinion of the 
gentleman who gave it, and his opinion is entitled to great weight. 

Mr. Bocas. Is there any system in the Department of State where by 
the Under Secretary and the Assistant Secretary clear their speeches 
with the Secretary of State ¢ 

Secretary Duties. No, sir. I did not see any of those speeches in 
advance of their being made. 

Mr. Boces. Would it be possible, then, that these gentlemen might 
make speeches that are not authorized at all? 

Secretary Dues. It is possible; yes. 

Mr. Boces. You would not say that that speech was an unauthor- 
ized speech, would you, though ? 

Secretary Duties. I said that I did not see it before it was made. 

Mr. Boces. But you will not say whether you agree with it or dis- 
agree with it? 

Secretary Duties. I believe that it is by and large a very correct 
statement of one aspect of the prob lem whi ich ought to be be fore the 
American people and before the Congress so they will weigh it in 
the balance. 

Mr. Bocas. Getting on to one other subject, and I will conclude. 
In answer to a question propounded this morning by Mr. Kean, I be- 
lieve you said that the Department did not contemplate negotiating 
any trade agreements this year during the period of extension. 

Secretary Duties. Yes, sir. 

Mr. Boaes. I think somewhere in your testimony you pointed out 
the conditions now existing in Japan insofar as trade is concerned. 

Secretary Duis. Yes, sit 

Mr. Bocas. Is it not conceivable that it might be necessary to ne- 
gotiate a trade agreement with Japan within the next 12 months? 

Secretary Dutirs. We do not believe that it is necessary to nego- 
tiate a trade agreement with Japan under the prov isions of this act. 
It is always open to the Government to negotiate a treaty and submit 
it to the Senate for approval. 

Mr. Boaes. In other words, you do not think this act is ne essary to 
alleviate the present trade difficulties in Japan ¢ 

Secretary Duties. I doubt whether this act would be the way to do 
it, and I doubt a good deal whether action along that line could use 
fully be taken, apart from some concurrent action by other countries 
and it will take quite a little while to get that organized. 

Mr. Boe «as. Mr. Chairman, I do not have any more questions. 

The Cramman. Any more questions? Mr. Utt? 

Mr. Urr. Mr. Secretary, I had a few questions I wanted to ask, 
but before I do I would like to read a portion of the Republican plat- 
form into the record, a very short portion of it: 

We favor the extension of mutually advantageous world trade. To further 
this objective we shall press for the elimination of discriminatory practices 
against our exports such as preferential tariffs, monetary license restrictions, 
and other arbitrary devices. Our reciprocal trade agreements will be entered 
into and maintained on a basis of true reciprocity and to safeguard our domestic 
enterprises and the payrolls of our workers against unfair import competition. 

With that statement in the record, we have had a parade of wit- 
nesses come before us in the past af +k who have been complaining 
about the imports destroying their business and cutting their pay- 
rolls down as much as 50 and 60 percent. In view of the fact that 
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this is part of the Republican program, are not those people expecting 
some relief at the present time from the injury to their industries and 
to their payrolls, and also some defense against the double monetary 
system which prevails in many of the countries? 

Secretary Duxies. I understand there is already machinery in ex- 
istence for protection against multiple currencies where those cur- 
rencies are used in effect to subsidize dumping, so they are not with- 
out relief. 

Mr. Urr. That is, of course, a matter of administration, and do you 
know of any case at all where a reciprocal trade agreement has been 
abrogated because of violation of that portion of the contract / 

Secretary Duties. No, I do not know. Certainly none has been 
abrogated since this Administration took office last January. 

Mr. Urr. Are there not about 50 percent of the parties signatory 
to these reciprocal contracts that have violated in one way or another 
the true practices of reciprocal trade agreements ? 

Secretary Du.xies. I could not answer that, sir. 

Mr. Urr. We have testimony to that effect, and that they have not 
been able to get relief from it. 

Secondly, 1 wanted to ask: What is the yardstick by which your 
Department measures the favorable or unfavorable trade balance? 
Is that measured by the dollar gap? 

Secretary Duties. I am afraid I do not quite understand the 
question. 

Mr. Urr. You spoke this morning about the dollar gap. Do you 
consider that as being the criteria for a gap that should be closed, as 
the dollar gap, the excess imports or exports over imports in dollars 
and cents? 

Secretary Dutzes. I do not believe that I used the phrase “dollar 
gap.” Perhaps I did. But technically speaking, there is no dollar 
gap. The difference between exports and imports is a gap which is 
in fact closed by other methods, such as relief in visible items, the 
tourist expenditures, American investments abroad. All of those are 
factors which in fact close the gap. So there is no existing gap. 
Indeed, in these affairs there cannot be a gap. The only question is: 
How do you strike your balance? And that involves a whole series 
of calculations, including visible trade, exports, and the other factors 
to which I allude. 

Mr. Urr. The thing that disturbs me more is the fact that we see 
our imports are measured so much in dollars and never are measured 
so much in displacement of manpower. For example, we have the 
importation of 11 million units of Swiss movements with a dollar 
value of approximately $70 million; and of that $70 million, 80 per- 
cent represented labor, which would be about $50 million. Had 
those same 11 million units been made in the United States under 
our labor scale, which also represents 80 percent of the cost of pro- 
duction here, it would have taken $250 million in labor to have pro- 
duced that same amount. So there is a labor importation of a de- 
clared value of, say, $50 million, and a displacement of $250 million 
in actual American labor. Is that not a criterion to go by as much as 
dollars and cents ? 

Secretary Dues. That would certainly be one of the things which 
this commission should look into very carefully. 
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Mr. Urr. Another thing I wanted to ask you about. Do you not 
think it is a fairly dangerous thing to American labor if the American 
subsidiaries, like Ford and General Motors, who have from 50 to 70 
subsidiaries behind the low-wage curtain countries, can move their 
industry into those countries and reimport into America and displace 
a terrific amount of labor in this country ? 

Secretary Duties. That again is certainly one of the factors that 
ought to be looked into. 

Mr. Urr. Is it not possible to continue with safeguards as provided 
in this bill in order to protect American labor and industry and 
farms, rather than wait a year, and still carry on the investigation ¢ 

Secretary Duties. It is my firm belief, and I say it to this com- 
mittee with all solemnity, that the situation in the world is such 
that if there is prompt action to adopt such a bill as this before it 
can be explored with its consequences, the loss to the United States 
will be far greater than any gain along the lines that you refer to. 

Mr. Urr. I have just one other subject that I want to dwell on 
for just a moment, and that is the tuna industry, because it points 
up certain testimony that was given this morning. I refer back to the 
address of Secretary Bedell Smith the other day when he said that 
the tuna people were a special interest. I am wondering if your 
definition or his definition of a special interest is small business as 
opposed to the Standard Oil Co of New Jersey, or are small busi- 
nesses all specfl interests ? 

Secretary Dutxes. I just do not know in what sense he used that 
term. 

Mr. Urr. That is what I would like to know. They call it special 
interests all the time. Every time they refer to a small business, that 
is a special industry or a special interest and can be liquidated. 

Secretary Duties. I do not know of any special interest that 
should be liquidated. 

Mr. Urr. I call your attention to the case that the garlic pro- 
ducers of California brought before the present Tariff Commission 
asking for relief against imported garlic, and they simply said, “You 
are a special interest, and you can grow tomatoes or something 
else, and let your garlic business disappear.” 

I just wondered if that was going to be the attitude of the De- 
partment in reciprocal trade agreements. 

Secretary Duties. No, sir. 

Mr. Urr. That is fine. 

Secondly, the tuna industry is operating without any tariff at all 
on frozen tuna, and their imports have increased from 9 million 
pounds in 1948 to 80 million pounds in 1952, without any tariff at 
all, and in Bedell Smith’s address he said that is proper because it 
then lets Japan have money to buy American tobacco and American 
cotton. 

Is it not true that, Japan took those dollars and bought all of its 
cotton from Mexico last year, and none of it from the United States? 

Secretary Duties. I do not know. That does not accord with my 
impression, but if you have statistics, I would not challenge them. 

Mr. Urr. That appears to be in the record. 

I think that is all, Mr. Chairman. 

The CuairmMan. Mr. Knox, do you want to inquire? 
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Mr. Knox. No questions. 

The Cramman. Any questions here? 

Mr. Holmes will inquire. 

Mr. Hotmes. Mr. Secretary, you have had a long session before 
this committee, and you are a patient man. I do not wish to pro- 
long it much longer. 

In testimony this morning, I think you made reference to the fact 
that there are provisions contained in the present act which can 
enable special measures to be taken to protect special situations. I 
likewise noticed in your testimony this morning that you had hope 
that perhaps this Commission, through its studies, could come up 
with recommendations possibly as early as January 1, 1954. 

This one question in closing: Can you, as Secretary of State, as- 
sure some of these people with these special problems—and they 
have them—that some of these provisions within the present act will 
be used and enforced during this study period that you have asked 
for in relation to the study of this problem overall / 

Secretary Dunes. I think I can. I can only speak as one member 
of the Cabinet, but I can say that when this whole situation was dis- 
cussed at our Cabinet meeting, it was the consensus that whatever 
influence we have should be exerted in favor of prompt action by the 
Tariff Commission to deal with these particular distress situations 
that you allude to. 

Mr. Hotes. I am particularly happy to have thateon the record, 
because when we put in the peril point in the reciprocal trade agree- 
ments, with which you are very familiar, it was our hope that that 
would be an administrative instrument that would help rectify some 
of these special and acute situations. 

Thank you very much, Mr. Secretary. 

Secretary Dutues. I believe in the past, the procedure has been 
unduly slow. 

Mr. Hotmes. I agree with you, and I hope it can be speeded up. 

Secretary Dutxes. I hope so. 

The Cuatrman. Mr. Byrnes of Wisconsin will inquire. 

Mr. Byrnes. Mr. Secretary, I think it is clear that what you are 
recommending is the continuation of the status quo as far as the 
legislative machinery is concerned, at least for another year. But I 
am wondering whether that includes the status quo of legislation 
which relates to the regulation of imports—to be very specific, section 
104 of the Defense Production Act, which is definitely related to this 
subject, which has as its purpose the prevention of excessive imports 
which might injure our domestic sources of milk and dairy products, 
Is it your position that, as far as the State Department is concerned, 
you support the continuation of the status quo as far as that particular 
aspect of the regulation of imports is concerned ? 

Secretary Duties. There are times when it is not self-flattering 
but wiser to admit ignorance, and I will just say that I am not here 
prepared to answer that question. Iam sorry. Probably I should be. 
sut I have been preoccupied with a very great many matters, and 
that particular point is not one that Iam prepared to cover today. 

Mr. Byrnes. It was not my purpose to try to entrap you or any- 
thing else. 


Secretary Duties. I know that. 
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Mr. Byrnes. That is the section that was put in the Defense Pro- 
duction Act. It is machinery to impose restrictions on the impor- 
tation of dairy products and milk products. If it expires, it is of very 
great concern to anybody who is concerned about the health and 
welfare of the domestic agriculture, at least in the field of milk and 
dairy products. 

If we are going to take as an administration policy the continua- 
tion of the staus quo, I would hope and assume that it would include 
the protection that we have today in that area of dairy products. 

Secretary Duties. I am sorry, I came down here to discuss, on 
the one hand, the President’s proposal, and on the other hand, the 
so-called Simpson bill, and I did not get myself prepared to cover this 
section 104 that you refer to, of the Defense Production Act. 

Mr. Byrnes. This is also related, of course, to section 22 which is 
covered in the Simpson bill and which, in part at least, they attempt 
to take care of in the bill. 

Thank you, Mr. Secretary. 

The CHAIRMAN. Questions? 

Mr. Sadlak will inquire. 

Mr. Sapiaxk. Mr. Secretary, during the past week we had many 
witnesses, primarily people representing small industry and their 
workers, before this committee. Many of them came from Connect 
icut, and each of them was afraid that if they had to change to another 
industry because of the operation of the reciprocal trade agreements 
causing injury to the industry and the workers it would be almost an 
impossible task because, being small business, the cost of retooling. 
a training program, and so forth, would be prohibitive, and they 
would be put out of business. 

They told us that they saw some hope in the Simpson bill, and for 
that reason they had supported it. 

Your statement today, I am assuming, then, is not in the same vein 
as those representatives, but you are opposed to their contention. In 
other words, Mr. Dulles, they have led this committee to believe that 
the great constitutional State of Connecticut has had no benefits from 
operation under the reciprocal trade agreements, but all they could 
verify was great losses. 

Would you comment on that, please ? 

Secretary Duties. Yes. I would comment on it in this respect: 
You say that you interpret my position as being opposed to their 
position. It is opposed to it today. I have tried to make clear that 
I believe these situations are all situations that ought to be studied, 
and I believe many of them can be rectified in a way which will give 
satisfaction here at home and without serious consequences abroad. 

But it takes time to do it that way. If you want to try to do it 
the other way, the way of an abrupt and, in a sense, unilateral change, 
without a study of the problem, without time to come to considered 
conclusions which can be explained and rationalized to our friends 
abroad, I believe that the consequences of shaking the entire free-world 
structure are so serious that we can in fairness ask these people to put 
up with the present condition for at least a few months longer. 

I believe that the loss in acting now, to the whole United States, 
including these people, is so serious that it is in the national interest 
to say to them, ““We must, in order to protect the vital security of the 
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United States, ask you to allow your problems and other problems 
and different facets of this problem to be explored and to be studied 
for 6 or 9 months, and then you can be sure that you will have had 
your full day in court, and that Congress will then be prepared to act.’ 

That requires, you may say, a degree of patience on their part. I 
believe it is a degree of patience which we are justified in asking under 
those circumstances because of the greater and more vital interests 
which are at stake for the whole United States. 

Mr. Sapiax. Following that, Mr. Dulles, therefore, they saw spe- 
cific hope in that part of the Simpson bill which would include them, 
primarily on page 4 of the Simpson bill, section 6, subsection (3) 
thereof, where the concluding part of the new amendment would 
say, “* * * or impairment of the national security.’ 

They feel that the national-security features of their industries are 
totally disregarded by the Tariff Commission; for example, the clock 
industry, which is doing such a tremendous job for defense in fuses. 
Other industries, such as wood screws, the safety pin, and other pins, 
which are used for national security, are not protected. The same 
machinery, of course, is used to make vitally necessary instruments 
for national security. 

I do not want to pin anything on you. Neither do I want to pin 
anything on myself, Mr. Secretary. 

Secretary Duties. As long as it is a safety pin, that is all right. 

Mr. Sapiax. But because of the interpretations placed on their 
requests before the Tariff Commission they feel that that phase has 
been just put aside and has not been given any consideration. 

I say here that that particular phase, as it applies to our industry, 
and to maintain and safeguard national security, it is important that 
they be given proper cor isideration; and, to protect it and to assure it, 
I feel that we ought to have included this particular amendment that is 
provided in the Simpson bill. I have one more comment. I do not 
know whether Mr. Dulles wanted to comment on the previous state- 
ment. 

Secretary Duties. My only comment is that I agree that that point 
of view ought to be carefully considered. My recollection is that your 
State is also a very large exporter; that you export some $140 million 
of stuff each year. I suppose that point of view you would also feel 
should be taken into account. All of these questions, Mr. Chairman, 
seem to me to highlight the importance of taking time to study the 
different angles of this problem. Every question that has been put 
is a question which opens up new avenues of investigation and study, 
a it is impossible to act in one direction without having repercus- 
sions in others. 

The sum totality of this hearing merely confirms me in the belief 
with which I came down here, which is that the whole problem is so 
complex, its ramifications, both domestic and international, are so 
great, that it is really imperative to follow the advice of the President 
in that respect. 

Mr. Saptax. By your own statement, Mr. Secretary, you stated 
that you were tremendously concerned with international affairs. 
But, for your strength in dealing with international affairs, I am sure 
you w ill concede we must have a strong economy here at home. 

Secretary Dutzes. Yes, sir. I think I made clear this morning that 
the cornerstone of the policies of this administration is to have a strong, 
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vigorous domestic economy. That is the premise against which we 
proceed in relation to all of our international problems, our defense 
problems, our questions of foreign aid, our ns of NATO, our 
problem of taxes, our problem of budget. They are all proceeding 
from that one basic proposition. 

I see the Secretary of the Treasury is here. He can express his views 
on that point and be far more eloquent and convincing than I can. 
But I want to assure you, as I said this morning, that this whole free- 
world structure has at its heart a strong, vigorous, solid, healthy 
United States, and if we take any action, whether it is in the field 
of tariff or in the field of foreign aid or in the field of defense or 
unbalanced budget, which is going to undermine the United States, 
then we are undermining what is the center core of strength. 

There are other elements that we need to take into account also. 
The United States is not alone. It cannot afford to be alone, and we 
have to take into account the vigor and health of some of our friends. 
That is inant makes this whole problem so complicated. 

Mr. Sapiak. Many of our industries and workers are concerned, 
Mr. alien. because of the influx of Japanese-made goods, following up 
the questions by my colleague, Mr. Boggs. We hear so much about 
a possible peace, and I hope that that can be realized soon. 

Would it then be your purpose to help Japa i—and I might say 
here, I know that you have never been given the credit that you dé 
serve for the tremendous job you did in effecting the peace treaty 
with J: yr signed at San if rancisco—to have J: pt in get some of that 
trade in China, and thereby take it away from America, where it 
would be injurious to our teteeh 

Secretary Duties. It is abnormal, and merely one of th: 
the present world situation that we have to assume, to hav 
forced to do so much of her trade with the United States. 
needs to get from nearer sources the food and raw materials 
needs, and she should be able to find in nearer sources the markets 
which she needs. 

On the other hand, Japan is now importing from the United States 
coking coal and her iron ore, and mostly or largely doing it on foreign 
bottoms at the present time, although the Japanese fleet is comin 
back to some extent. 

The costs of that are terrific. The dollar costs are very heavy. 
Somewhere she has to get the dollars to pay for it. We are saying 
to Japan, and Japan is very loyally responding—we say, “Don’t 
trade with the Communist area.” That cuts her off from the prewar 
sources of raw material in Manchuria and from the markets in China. 

It is very difficult for us to say to Japan, “We ask you not to trade 
with the Communist world, and we also ask you not to trade with the 
non-Communist world,” because you have over 80 million people there 
who must import large quantities of food and raw materials. We just 

cannot ask them to commit physical suicide, and they will not do it. 

That is one of the abnormalities of the present situation that we 
have to find some way to live with until it can be improved. 

If we should have the peace to which you refer, and which I devoutly 
hope we will achieve, then we would anticipate that the trade of Japan 
with the Asian world would increase and the necessity for Japanese 
trade with the United States would decrease. 
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Mr. Sapuak. I have one concluding question, Mr. Dulles. It seems 
to me that you have indicated that the State Department was only 
50 percent of the whole picture, and that the other Cabinet members 
who would come before us would represent the other 50 percent. On 
this basis, to you intend to continue to have the State Department con- 
trol and dominate the Trade Agreements Committee and the work 
under the trade agreements program / 

Secretary Duties. That again is one of the things that I think 
should be studied. 

Mr Sapiak. That does not quite answer my question, Mr. Secretary, 
but I will accept it. I think you have been forthright in your re- 
plies here 

Secretary Duties. One of the reasons that I think it should be 
studied, perhaps, is that it is one of the things I would want to study 
myself, and without further study I could not answer your question. 

‘Mr. Sapiak. I admire you very much for making those replies, Mr, 
Dulles; and I say again, the forthright re plies which you have given 
here today are commendable. We appreciate it very much. 

Secretary Duties. Thank you very much, sir. 

The Cuamman. Mr. Curtis of Missouri will inquire. 

Mr. Curtis of Missouri. Mr. Secretary, first I want to say how 
much eres I have been with your testimony. There are a few 
matters | would like to clear up in my own mind. 

Fi irst, if we were not to olsen the reciprocal trade agreements at 
all, having a number of agreements already entered into at a time 
when we did not have the “peril point” and “escape” * clause provisions, 
and those agreements would continue in effect as they are now written, 
in effect, if we did not continue the reciprocal trade law, we would 
be eliminating the “peril point” and “escape” clauses as far as those 
partciular agreements are concerned, would we not? Or do you have 
an opinion on that? 

Secretary Duties. I am not sure that I understand the question. 
I mepeceinee the fact that certain agreements were made. 

Mr. Curtis of Missouri. Without the “peril point.” 

Secretary Duties. Without the degree of “escape” clause in them 
which have been in the more recent ones. 

Mr. Curtis of Missouri. Those agreements, as I understand them, 
continue in effect unless they are stopped. If we have the “peril point” 
and “escape” clause provisions, giving that authority to the execu- 
tive branch of the Government, we can renegotiate at any time on 
those particular agreements and further extend them and include 
“neril point” and “escape” clauses. At the present time we do not 
have that protection, nor would we have it if we did not have the act. 
That is the question I am posing. 

In other words, what would be the effect if we did not continue 
this act at all? 

Secretary Duties. As I understand it, if you do not continue the 
act at all, if you do not take any action at all, the agreements still 
continue until they run their allotted course. 

Mr. Curtis of Missouri. But that allotted course, incidentally, is 
forever, unless they are affirmatively terminated, as I understand it, 
by either side. In other words, they have an automatic-renewal pro- 
vision built into them. 
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Secretary Duties. I do not think, sir, that they are indefinite in 
their duration. 

Mr. Curtis of Missouri. I am no authority 

Secretary Duties. You probably know more about it than I do. 

Mr. Curtis of Missouri. I am no authority on it, sir, but it is my 
understanding that that is so. 

(Secretary Dulles conferring with his assistant. ) 

Secretary Duties. I am told they can be terminated by either side. 

Mr. Curtis of Missouri. But as long as they are not terminated, you 
need no legislation to continue them in existence. That is the point. 
Those that were written without “peril point” and “escape” clause 
provisions, as [ visualize it, if we did not continue this act, we would 
have no opportunity at all of applying the “peril point” and “escape” 
clause formulas. 

Secretary Duturs. I believe that they can be terminated and 
placed by other agreements. 

Mr. Curtis of Missouri. But they could not be replaced unless you 
continue this act. 

Secretary Duties. That is correct. They could not be replaced un- 
less you continued this act. 

Mr. Curtis of Missouri. You see, Mr. Secretary, what I am con- 
cerned about is that there are some people who advocate—and I am 
not among them—that we might just let this act die, and I am trying 
to get clear and be certain of my ground that if it were to die, we 
would no have an opportunity of putting in these “peril point” and 

‘escape” clauses as far as agreements—— 

Secretary Dutxes. I get your point, and I think it is a very sound 
point : Namely, if this act is continued, it would be possible to termin- 
ate the prese nt arrangements and re place them by others containing 
the “escape” clause. 

Mr. Curtis of Missouri. That is right. 

Secretary Duties. It would not be the case otherwise. 

Mr. Curtis of Missouri. I am not certain of that, but I wanted to 
bring that point up for consideration. 

Secretary Duties. I think you are sound on that. 

Mr. Curtis of Missouri. As I see the Simpson bill, in my own mind 
it breaks down into three aspects. One is entirely procedur: al. For 
example, there is a provision in there to increase the Tariff Commis 
sion by one member. As long as the procedural amendments would 
further the smooth functioning of the reciprocal trade agreements, 
I suppose that you would take no exception to that. Is that correct? 

Secretary Dutues. I do not think that the objections which I raised 
would go to purely procedural changes of that sort. 

Mr. Curtis of Missouri. In other words, you have said alre: udy that 
you think the Tariff Commission should move faster on some of these 
things, and in our discussions there has been a question of whether 
or not the increasing of the Commission by one member so you would 
have an uneven riumber so they would not be at loggerheads, would 
be a procedural change that might be advisable. 

Secretary Duties. The point where I put up my hand and say, 
“Stop, Look, and Listen,” is when you take action which will be 
interpreted, rightly or wrongly, but will be interpreted by our foreign 
friends as indicating that we have made a decision to go in a certain 
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direction, whether it is up or down, in relation to our economic poli- 
cies. The whole free world today is in such a state of nervousness, 
it is held together so lightly, it is so susceptible to panic and almost 
hysteria in many respects, that I believe we should in this matter 
act with great circumspection, move slowly, be sure of our ground, 

and have time in which to explain to our friends and allies what we 

are going to do and why we are going to do it. 

That is a point where I say I think we should go slowly. That 
argument does not apply to matters which are purely internal from 
the standpoint of the administrative operation of our own domestic 
machinery. 

Mr. Curtis of Missouri. A second point, and this gets into this next 
aspect : The language change in setting up criteria. That isa phase of 
the Simpson bill that, as I understand it, you would be concerned 
about, changing the criteria. 

Secretary Duties. Yes, sir. 

Mr. Curtis of Missouri. I have gathered from your testimony and 
as I listened to the complaints of various American industries that 
have appeared before us, that under the present administration and 
under the present law, a great deal of their complaints, if they were 
justified, could be handled through the present administration. Am 
I correct in that assumption ? 

Secretary Duties. I believe so, yes. You can often work these 
things out, you know, informally with the foreign countries if you 
have the disposition to do it. Reference has been made to the tuna- 
fish. Il am not immediately aware of that situation, but I know when 
I was working on the Japanese situation before, there was a very 
reasonable disposition on the part of the Japanese, at least, to put 
volunti ary restrictions upon the imports of tunafish into this country. 
1 think they he ve done it to some extent. Of course, tunafish comes 
not only from vapan, but from South American countries. 

Very frequently 1 have found that there is a disposition on the 
part of these foreign governments to be appreciative of the disturb- 
ances which their exports to us may cause, and voluntarily to take 
action to restrict them. 

I believe many of these situations could be dealt with on an in- 
formal! basis like that. 

Mr. Curtis of Missouri. I also gather from your testimony— 
and you do not have to answer it if you do not care to—that the 
administration of the reciprocal trade agreements, as much as you 
could influence it, would be considerably different than it has been in 
the past few years in respect to the plight and the difficulties expe- 
rienced by various American industries. 

Secretary Duties. I believe that American industry is entitled to 
get quicker action than it has been getting, to know one way or 
another what its future is, and that it should be possible to have an 
administrative machinery which is more expeditious than has been 
characteristic in the past. 

Mr. Curtis of Missouri. Incidentally, it is my belief that the ad- 
ministration’s viewpoint has changed January 20, and that Ameri- 
can industry will get this proper administration they have a right to. 

The third question in regard to the Simpson bill invoives specific 
industries that have been actually written into the bill. Of course, 
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one is the residual oil, which largely seems to be to protect the coal 
industry, and then lead and zinc. 

My question is this: Do you think that the problems that those 
industries face could be adequately met under the present machinery 
of the reciprocal trade agreements and the language that we use de- 
fining what is a critical state for an industry ? 

Secret: ry Duttes. I believe it could be; yes. 

Mr. Curtis of Missouri. You believe they could. So to a certain 
extent you would say that the complaints ‘that our committee has 
heard and that industry has experienced might well be met through 
proper administration of the law as it is now written ? 

Secretary Dues. Yes, sir. 

Mr. Curtis of Missouri. One final comment, more a comment than 
a question: I have been very much interested in the way you have 
expressed the differences of expression and in certain instances differ- 
ence of viewpoint of other members of the Cabinet and some of your 
assistants in your Department. I have been deeply impressed with 
it because it seems to me that what we see here is a free exchange of 
ideas, and the fact that the Congress and the members of this com- 
mittee have a right to express their ideas, and I hope if we happen to 
express a good one, the administration might even listen to them. 
I think that is what is confusing my colleagues on the other side of 
the aisle. They do not understand that there can be a free exchange 
of ideas, and your conclusions can be the same, as I judge your con- 
clusions are the same, that you think that this Ree iprocal Trade 
Agreements Act should be continued as it is presently written, al- 
though you might have different reasons for coming to that con- 
clusion than your colleagues. 

Secretary Dutxes. If you will permit me to say so, I think that puts 
it extremely well, that there is an administration policy; we have 
arrived at that policy through various processes of reasoning which 
all coalesce at a single result, but we have looked at it from different 
angles. 

I think it is entirely legitimate and right that people who do have 
a certain approach should be entitled to express their views. We 
do not operate here as a monolithic state. I have had a great deal 
to do with the Russians, the Soviet. None of their people dare say 
anything unless it is all cleared in Moscow with whi: at was the Polit 
buro. There is a lack of effectiveness and conviction about what they 
say because it all is stereotyped. 

We do not want to have that kind of system in our administration. 

Mr. Curtis of Missouri. I am very happy, of course, with the way 
vou have expressed yourself. 

Secretary Duties. Thank you. 

The Cramman. Are there any other questions? 

Mr. Cooper. Mr. Chairman. 

The Cuatrman,. Mr. Cooper will inquire. 

Mr. Cooper. I understood you to say, Mr. Secretary, in reply to 
one of the questions asked by my colleague, Mr. Boggs, that there had 
been a discussion of this subject at the Cabinet meeting? 

Secretary Duties. Yes, sir. 

Mr. Coorer. And that there was a consensus of opinion there at the 
meeting ? 
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Secretary Duuies. In the result which is presented here to you; yes. 

Mr. Coorer. That consensus of opinion was in line with the state- 
ment you have presented to the committee today ¢ 

Secretary Dues. Yes, sir. 

Mr. Coorer. Do you think it would be better to let the present Trade 
Agreements Act expire than to enact the Simpson bill at this time? 

Secretary Duiues. Yes, sir. 

Mr. Cooper. ‘Thank you. 

The Cuairman. Mr. Simpson will inquire. 

Mr. Suwpson. Mr. Dulles, I have listened carefully to the testi- 
mony that you have given the committee. I would like to know what 
it is that you hope this special Commission will discover and how it 
can be etiective more so than this committee before which you are 
appearing, which has charge of this kind of legislation, could be. I 
will add that this special Commission can do nothing more than make 
findings, and from the legislative viewpoint, report to this committee. 
We will then evaluate their report, along with what other evidence 
we have. Consequently, why is a special Commission desirable, when 
contrasted with presenting all the evidence which will be presented 
before them to this committee ¢ 

Secretary Dues. I believe that the type of study recommended 
by the President and the work which it would do over the coming 
9 months would serve very usefully as what you might call a cushion 
between present policy and any future policies. 

I have certainly only the very highest regard for the wisdom and 
experience of thiscommittee. Tmust, however, say that as a committee 
of Congress, I do not think that you have the opportunity, perhaps 
not the jurisdiction, to explore these problems to some extent with 
our friends whose economic life is, they believe, involved in your 
decision, and that some opportunity to study the problem with them 
is extremely important and will be one of the elements which should 
be taken into account. 

Mr. Simpson. Do you envisage that we should take the conclusions 
that that Commission reaches without the background ¢ 

Secretary Duties. I assume that the report of the Commission 
would make available not only its conclusions, but the evidence or 
the testimony upon which its conclusions are based. 

Mr. Stmpson. But you do recognize that the individuals on this 
committee are the ones who must be persuaded in order to adapt the 
legislation as that Commission or anyone else thinks it should be? 

Secretary Duties. Yes, sir. 

Mr. Stmupson. The principal point, if I may put it this way, of 
your statement appears to be your earnest recommendation for delay. 

Secretary Duties. That is correct. 

Mr. Stimpson. That has a bearing upon the purpose of the Commis- 
sion, too? Isthat one of the bases ? 

Secretary Duties. I never believe in asking for time unless I think 
that that time will be put to good use. 

Mr. Simpson. Yes, and that is my point. Could it not be put to just 
as good use by this committee as by another committee or commission ? 

Secretary Duties. You are asking me a very embarrassing ques- 
tion. 

Mr. Srmpson. I really do not want an answer, but I wonder about 


1t. 
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That is all, Mr. Chairman. 

The Cuarrman. Are there any other questions ? 

Mr. Knox will inquire. He has not had an opportunity yet. 

Mr. Knox. Mr. Secretary, I have listened with a great deal of in 
terest to your comments on the question of the Simpson bill. I should 
like to inquire whether or not you have had a representative from 
your Department sitting in on the hearings of this committee held for 
the past few days? 

Secretary Duties. I do not know. [Secretary Dulles conferring 
with assistants.| I am told there has been. 

Mr. Knox. There has been ? 

Secretary Duties. Yes. 

Mr. Knox. Has that been one of the factors that has led to your 
opposition to the Simpson bill ? 

Secretary Duties. No; because I did not know until this minute 
that we had one. 

Mr. Knox. I did not hear you. 

Secretary Duuues. I said it has not been a factor, because I neve 
knew until this minute that there had been a represent 

Mr. Knox. Thank you. 

The CHarrman. Mr. Eberharter will inquire. 

Mr. Evernarter. Mr. Secretary, we have had witnesses appearing 
in favor of the Simpson bill and in opposition to your position dur 
ing the past week. Do you attach any significance to the fact that 
the representatives who appeared here last week in opposition to your 
position are practically the same witnesses who appeared when this 
program was initiated ; and at every renewal thereof, the same people, 
representing the same interests, anyhow, practically, have appeared 
In opposition to the extension of the act during the several times it 
has been enacted? Do you attach any significance to that? In other 
words, they have not chi inged their minds i in the last 20 vears. ‘I hey 
tell the same story today they told 10 years ago; the same story they 
told in 1934; all the time the same repetition. 

Secretary Duties. At least they are consistent. 

Mr. Esernarter. They are very consistent. We could have taken 
the hearings 10 years ago and reread them and would have practically 
the same testimony we had last week. 

Do you attach any significance to that? 

Secretary Duties. No. Just human nature. 

Mr. Esernarter. I cannot see where a commission would do much 
good, as Mr. Simpson said. I agree with him heartily. Delaying is 
only making the situation worse. 

Thank you, Mr. Secretary. 

The CuarmrMan. I have not had anything to say up to this point. 

I do congratulate you, however, upon the way you have handled your- 
self, sir, as Secretary of State. You probably have inherited one of 
the hardest jobs th: at any Secretary of State has ever inherited, cer 
tainly within my memory. You have had to clear the decks in your 
Department of a whole army of subversives and other undesirable 
elements. 

Naturally, you have had to travel all over the world since you got 
in, and I know that much of your job must have been of cleaning 
house of what has happened during the last 20 years. 
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Sometimes I enjoy going abroad, and I was just wondering why 
it would not be a good idea, Mr. Secretary, in view of the fact that 
this committee has handled tariff questions for the last 170 years, 
for the President, in making up this Commission, to just appoint 
the Ways and Means Committee and let them go abroad and solve 
this question. 

Secretary Dues. I will transmit that suggestion to him, sir. 

The CuAmman. Thank you very much. We would like to have 

you do it, very seriously. 
* [knew nothing about this Commission proposal prior to a few days 
ago. My first information about the proposal came to my office Sat- 
urday when I was not there. It was transmitted to my apartment 
and | was not there. They wanted to have me get it before 11 o’clock. 
Here is what was transmitted to me finally about 11:30 when they 
found me: 

The President is sending forward to the Speaker and to the Vice President 
this morning a letter recommending the establishment of a commission composed 
of members of beth parties appointed by the Speaker and the Vice President 
to reexamine the foreign economic policy of the country. This is tied up with 
a request for an extension of the reciprocal trade agreements. 


That being on Saturday, I of course had no opportunity to dis- 
cuss this matter even informally with the committee. Could you 
give us some idea of the size of this Commission and just how it is 
to be made up, Mr. Secretary ? 

Secretary Duties. I have here, Mr. Chairman, the full text of the 
letter. Are you not familiar with it? 

The Cramman. No. It may have been read to the House this 


morning, but we are conducting the hearings this week, and this com- 
mittee of 25 busy and, leaving myself out of it, very able men, I 
consider, in this field, I think would like to have had due notice of 
just what was proposed, in view of the fact that it requires legisla- 
tion. I would like to hear the letter, Mr. Secretary. 

Secretary Duties. Shall I read the entire letter into the record, or 
give it to your clerk? 

The Cuatrman. I would like to have it read, because I was just 


informed that the message was referred to the Foreign Affairs 
Committee. 


Will the clerk please read the message ? 
The Cierk (reading) : 


DeAR MR. VICE PRESIDENT: 
DEAR Mr. SPEAKER: 


In the message which I sent to the Congress on April 7 requesting a 1-year 
extension of the present Reciprocal Trade Agreements Act, I referred to the 
need for a thorough reexamination of our whole foreign economic policy. I now 
recommend that a commission be established to make this review. 

The review should provide the basis for action during the next session of 
the Congress. It is my belief that the proposed commission should be made up 
of Members of the Congress appointed by the Vice President and the Speaker 
of the House, and members appointed by myself from outside the Congress. It 
should be representative of both major parties. This is appropriate since com- 
mercial policy is an integral part of our whole total foreign policy for which 
broad national support is vital. 

This commission naturally should work within the framework of our foreign 
policy and our global defense plans. Close liaison should be maintained with 
the group set up under the auspices of the State Department to follow up the 
economic and financial talks held earlier this spring between the United States 
and various European countries. The commission should study all existing 
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legislation and the regulations and administrative procedures stemming from 
it which bear directly on our foreign economic relations. This review should 
seek to determine how these laws can be modified or improved so as to achieve 
the highest possible levels of international trade without subjecting parts of 
our economy to sudden or serious strains. 

An inquiry of this nature is imperative because the economic policy of this 
Nation exercises such a profound influence on the entire free world that we must 
consider carefully each step we take. Changes in foreign economic policy, even 
those which at first have relatively slight consequences within this country, ma 
either strengthen our allies or plunge them into a downward spiral of trade and 
payment restrictions, lower production, and declining living standards 

Our foreign economic policy also has important implications here at home 
Declining imports will necessarily mean falling exports, resulting in a serious 
loss of markets for our agriculture and other industries. Expanded imports may 
require some adjustment in our country. We must make sure that changes 
foreign economic policy consonant with our position as the world’s greatest 
creditor nation do not benefit particular groups at the expense of the national 
welfare; but we must also make sure that such changes do not place unequal 
burdens on particular groups 

As I indicated in my previous message, the achievement of a st 
supporting economic system in the free worl canable « provid 
defense against aggression and of achiey ri stundards of livin 
cooperative effort 

Through increasing two-way international trade and stimulating in 
practical way the flow of private investment abroad, we can strengthen the free 
world, including ourselves, in a natural and healthy way. By so doing we can 
lessen and ultimately eliminate the heavy burden of foreign aid which we now 
bear. 

Both we and our friends abroad earnestly desire to see regular trade 
investment replace grant assistance. 

In launching a broad-gage study into the question of what our foreign econon 
policy should be, I think we can prepare the way for a fuller utilization of the 
economic strength of the free world in the cause of peace and prosperity. 

Sincerely, 
‘ DwicnHTt D. EISENHOWER, 

Secretary Duties. Mr. Chairman, I am sorry that that communica- 
tion came to you only through these irregular a eceaa I am sure 
that that was an inadvertence. 

The CuarrmMan. Of course, it may not be the function of the chair 
man of the committee to try to protect the dignity of the Ways and 
Means Committee, but, after all, we are very jealous of our jurisdiction 
in all matters in which we have legislated over the many years, and the 
old Republic still stands. 

I hope we are net going to revert in all legislation to commission 
studies. I feel that the jurisdiction of that bill belongs in this com 
mittee, so far as we are concerned, and I feel that we are all of 
sworn to preserve and defend the Constitution, and that means, of 
course, its economics, as against the impact of foreign goods or any 
thing else. As far as I am concerned, I am 100 percent in my wish to 
support the President of the United States, and have been always, 
even to fighting his battle in the election. But here is a case where I 
just do not like to see this committee bypassed by the Executive's 
appointing 6 members of an 11-man commission, the Speaker ap- 
pointing 3, and the Vice President naming 3. That commission can 
only result in delay of any constructive legislation. 

This committee is the forum where American citizens come to be 
heard about the impact foreign goods that come in here, made by 
cheap labor abroad, has on our - domestic economy. It is our economic 
situation here that really supports not only us but the world. All but 
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7 percent of everything that is made and produced in this country is 
sold here in this great market. Now we are down to 12 percent. 

I am not going to make any speech here, Mr. Secretary, but I hope 
from now on, and even now. I hope we will be consulted so this com- 
mittee can take some action on these proposals that come from the 
White House and which are within the proper jurisdiction of this 
committee. We have had 20 years of messages coming up here with 
a “must” on it. Notwithstanding doubt as to its constitutionality, 
we have had that. 

We do not want any more of it. We want to get back to legislation 
under our Constitution. 

I want to thank you, sir, for your forthright statement here. We 
are proud to have had you here. We know what a difficult task you 
have before you, and we want to cooperate with you to the fullest 
extent. We thank you. 

Secretary Duties. Thank you very much, sir. I am very grateful 
for the oe hetic and en tanding hearing you have given me. 

The HAIRMAN. The next witness to appear before the committee 
today will be the distinguished Secretary of the Treasury, the Hon- 

rab Je George M. Humphrey. 

se Secretary, we extend a very cordial and warm welcome to you. 
We are glad to have you here and to hear your views. 


STATEMENT OF HON. GEORGE M. HUMPHREY, SECRETARY OF THE 
TREASURY, ACCOMPANIED BY HON. H. CHAPMAN ROSE, ASSIST- 
ANT SECRETARY OF THE TREASURY 


Secretary Humpurey. Mr. Chairman, members of the *committee, 
[. am George M. Humphrey, Secretary of the Treasury, and appear 
in that capacity. 

The Cramrman. We are very proud that you have Mr. Rose with 
you here today. 

Secretary Humpnrey. Mr. Chairman, I have here a short statement, 
and if it is agreeable with you, I should like to read that statement. 
It will state the position and then I would be very glad indeed to 
answer ig 

Mr. Chairman and members of the committee, the problem of our 
trade relations with foreign countries has come to my attention with 
increasing force over the past 2 months. Just over a week ago I was 
in Paris with Secretary Dulles and Secretary Wilson and Mr. Stassen. 
In the weeks before that, in Washington, I talked with representa- 
tives of the United Kingdom, Germany, and France. 

There is a uniform concern in the minds of these people about the 
problem of achieving a balance of trade in their dollar accounts. 
There is full realization on their part that United States assistance 
just as economic aid cannot and should not go on forever. To an 
increasing degree they are focusing their attention on ways and means 
of freeing their trade from restrictions and getting themselves into 
a position where they can stand on their own feet. 

I believe we ought to encourage these efforts. I believe it is impor- 
tant to the United States that these countries make as much progress 
as possible in the direction of easing up their restrictions on trade and 
payments. 
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But the problem is complex and it needs a good deal ot very careful 
thought. It needs the kind of study which the President has pro 
pesed before we can establish firmly the line of policy which we wish 
to set. Both the executive branch and the Congress, I am sure, will 
bring to that study a consciousness of the need for insuring a contin 
uing high level of employment and a continuing high standard of 
living in the United States. We will be conscious also of the need 
for more solidly based economies in friendly countries around the 
world. A careful balancing of all of the various aspects of 
problem will take some time. 

What should be our policy in the interim? ag? President has 
recommended an extension of the Ree iproca il Tr: ide d A creeme nts Act 
in its present form. I am sure that this is a wise recommendation. 
Until we have soberly considered the whole problem of our foreign 
economic policies, it would be highly unwise to make radical changes 
in either direction. I would not recommend to the Congress any hasty 
action which ignores the legitimate safeguarding of domestic indus 
tries, agriculture, and labor standards. By exactly the same token, | 
would recommend against any action, at this time, to remove the 
stimulus to foreign exports which has been granted by the Reciprocal 
Trade Agre ements Act. Ido not believe that the United States should 
fall back at a time when we need the cooperation of all of the free 
world. What this moment requires is a measure to hold the situa- 
tion open until the whole problem can be looked at. Extension of the 
act in its present form is, I believe, the measure required. 

If this can be done, we can move forward with completely open 
minds toward formulating an appropriate foreign economic policy for 
this country. In doing that the Treasury w pe have a simple objective. 
We would like to help friendly countries, in the soundest and least 
expensive way possible, to sti and on their own ie. We will be seeking 
a course of action which will reduce the burden on our taxpayers, but 
we will want to guard against the creation of new national problems 
in the form of unnecessary hardship to the industry and agriculture 
of this country. I believe that a judicious course of action can be 
worked out, and I recommend that the act be renewed in its present 
form to give us time to work it out. 

The CuHatrman. Does that complete your statement, Mr. Secretary / 

Secretary Humrurey. That completes my statement, Mr. Chair- 
man. 

The Cuatmrman. Are there any questions? 

Mr. Jenkins. I should like to ask some questions. 

The Cuairman. Mr. Jenkins will inquire. 

Mr. Jenkins. Mr. Secretary, of course, 1 want to compliment you 
on your concise statement. It is much briefer than I thought it would 
be because I had hoped that you would go into this matter very exten- 
sively. As you know, we have just heard the Secretary of State. 

Reading your statement here now, it occurs to me that it is just very 
unfortunate that you and the Secretary of State and anyone else i 
the Cabinet, as well as the President himself, are not aware of the 
story of complaints that we hear in this committee. Those that we 
have heard in the last 2 weeks, for instance, we have been hearing for 
years, and we have seen the fatalities that have occurred in the business 
life of this country. 
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Business after business has had to abandon its operations. They 
have come to us in the last 2 weeks and have furnished facts and 
figures that show that they are undoubtedly going to go out of business 
if we do not do something for them. 

I am not going to make a long speech, but I appreciate that we have 
these foreign problems which are very discouraging and very difficult, 
but the price that we pay—and we are going to pay—is the price ot 
our own ov I think that we ought to do something about it— 
when I say “we” I mean the administration and our committee and 
everybody els cial ‘ause the country demands it. 

You say that you would not want the Congress to take hasty action. 
We are not taking hasty action. We are taking action, as I said before, 
that we have been thi nki ng about for vears, action that the p eople are 
waiting for. I think we can do what the administration wants and do 
what we are trying to do at the same time. We can go ahead and give 
this relief. We can go ahead and give this tax relief. We can go 
chead and balance the budget. 

We h: ive competent and able men in high places, such as you and the 
Secretary of St ite—personi allly I have confidence in all of them—but I 
say we have a problem that is a commercial problem; it is a business, 
a Sas en and butter problem, and we cannot push it over by promising 
to appoint some commission of some kind or another to go and study. 
We have had plenty of study. 

The CHarrman. I want to: 0 ag oem 

Mr. Secretary, are you familiar or have you seen the report of the 
economic conditions of the European countries prepared by the Army 
in Paris? 

Secretary Humpurey. I do not think I have, Mr. Chairman. 

The Cuarrman. It is a very important document, and I feel that 
you should have it. I feel that the Secretary of State should have it, if 
he does not already have it. I neglected to ask him that. 

Secretary Humenrey. I should be very glad to have it. 

The Cuarrman. It is very comprehensive. 

Secretary Humpurry. I should be very glad to have it. 

Mr. Jenkins, I recognize that some of us have not had the experience 
that you gentlemen have, that we do not know what has been going 
on for so many years the way you do in a great many of these prob- 
lems. I think perhaps there is a little different point of view. Perhaps 
what is an old, old story to you is much more new to us. 

I think that one of the very most important problems that faces this 
country today and is going to face it over the next year or two is this 
problem of foreign trade. What can be done about it? Very frankly, 
so far as I personally am concerned, I have an absolutely open mind 
on the subject. I have listened to these people from the foreign coun- 
tries, people a good many of whom I have learned to have a good deal 
of respect for. On the other hand, I recognize, of course, that they 
are thinking of their own situations very largely, which is a perfectly 
natural thing. 

Thereis nobody either in his personal life or in his official capacity 
who is more interested in the well-being of the United States of Amer- 
ica that IT am. Whenever it comes down to a question if you have to 
choose, there is no question about where my choice is. My choice is 
the United States of America, first, last, and all the time. 





TRADE AGREEMENTS EXTENSION ACT OF 1953 631 


On the other hand, I think there may be places where it will not 
be necessary to make that choice. I think there m: iy be ways that we 
can broaden the base for everyone concerned. That I don’t know. I 
am not sure. I feel that in view of the change in conditions—while 
this has been going on, while these studies and these conversations 
with you gentlemen have been going on for all these years—we have a 
different situation in the world now than we have had for a good 
many years. 

The United States occupies quite a different position in the world. 
The situation with respect to the foreign countries is different. Our 
trade, trade throughout the whole world, has very largely changed in 
its channels and is very greatly upset. The world cannot fo on with 
out trade: it cannot go on without world trade. 

You have people in England, you have people in Germany who have 
really nothing but the products of man-hours of labor to trad 
food. They cannot raise their food. 7 hey must use theti pre a 
man-hours of labor in those countries to trade with others whi 
a surplus of food, in order to get the food to live on. We oursel 
substantial exporters of food, and would like to be. I do not think it 
necessarily neans that all of the goods have to come into Ameri 


bP : > ; ae 
Phree cornered trade or fow cornered trade in the world ana thro 


out the world is just as desirable. 

L think that there should be a thorough study of just what 
trade there might ve, wh itarticles. I am not thinkin ¢ of high 
economic theory or : thine of that kind; I am thinking of go 
right down to bra ‘ks and trying to find out what things | 
in the world that we can use in this countrv to advantage and 
be — in here to our real advantage in America. 

What her things can we export from America? ‘There is 
exportins o ie m if we cannot get paid for them. If we want to export 
things, if we want to stim tate the vreatest production we can have 
in this country to supp ly other places in the world, we have to find 
way of getting paid. Otherwise. there is no use doing it. You 
to develop trade methods i in order to get paid for the things we want 
to send out of here. 

I think myself—and perhaps it arises from my own unfamil 
with the subject or ignorance of the subject—I think personally I 
to know a lot more about conditions under the present new co ndit 
and the way they exist today than I do know, than I have be: 
to find. 

I listened for a minute to you gentlemen talking to Secretary Dulles. 
I got quite a different slant from your questions as to what I had 
thought about this Commission. Very frankly, it never occurred to 
me that this Commission was suggested by anybody as a substitute for 
the judgment that you have or that you will exercise. I regard this 
Commission as more in the nature of a study group who would have 
the time, and would take the time, to make studies from a rather broad 
viewpoint of members selected from different spheres of activity, and 
bring in these studies, to submit not only to us for our thought but to 
you gentlemen for your thought to perhaps shed some new light for 
you finally to reach your decisions on. I did not regard them as being 
intended in any way to come in with a final report or anything that 
was going to be handed to somebody, and say, “Here it is.” That was 
not the idea at all. 
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The idea is that they will do some work and that because of the dif 
ferent spheres from which they are selected they will bring in some 
fresh thoughts that they will present for us to consider and for you 
gentlemen finally to determine what you want to do with. That is the 
object of it, as I see it. 

Mr. Jenxins. In that connection, I do not think there is a member 
on this committee that would find any personal fault with any member 
of the Cabinet at all. But you must remember that for 100 years this 
old committee has been the financial committee of the Government. 

Representatives of dairy products came before us last week. The 
billions of dollars inv vested in dairy products are extremely sport int 
in our free-enterpr ise economy. The dairy industry and other indus- 
tries are asking that this bill be passed in unmist: akable language. 

The footwear people, representing millions and millions of doll: irs; 
glassware, pottery. Pottery and glassware in my State has practically 
gone to nothing in the last 15 years, practically gone down. 

Men have gone to other places to work and business is dead. Then 
there is the matter of our domestic watch industry. We have had 
men from the watch and clock industries here. It is going down. 

Hatters and caps, textiles, coal, oi], and wool. We are not nearly 
through. We have had only about half of them. This trade is a one- 
sided problem, with us granting all the concessions, as against aid, 

As far as I am concerned I have never been in favor of this aid to 
the extent that some people have been. I would rather aid some more 
th: an to lose trade in our own country and lose our industries. 

lake the miners in my section of the State. The ‘y are on relief 
- are idea for help. 

That is all, Mr. Chairman. 

Secretary Humpnrey. As far as I am personally concerned, that is 
the farthest thought from my mind as you know. My job is to get 
the money to pay our bills, my official job, and there is no way to get 
the money to pay our bills quicker than to get something that will 
ae industries and will make money in America, make a livelihood 

America. That is foremost in my thinking. 

Mr. Coorrr. Mr. Secretary, I hope you will allow me to congratulate 
you on the splendid statement you have made to the : ommittee and to 
invite your attention to this last. paragraph on page 1, where you state 
in part : 

The President has recommended an extension of the Reciprocal Trade Agree- 
ments Actin its present form. Iam sure that this is a wise recommendation. 

That is your position on it, very clearly stated there ? 

Secretary Humpurey. Yes, Mr. Cooper, that is right. 

Mr. Cooper. Then at the top of page 2 you state: 

I would recommend against any action at this time to remove the stimulus 
to foreign exports which has been granted by the Reciprocal Trade Agreements 
Act. I do not be elie ve that the United States should fall back at a time when we 
need the cooperation of all of the free world. What this moment requires is 
a measure to hold the situation open until the whole problem can be looked 
at. Extension of the act in its present form is, I believe, the measure required. 

That is a very clear, concise statement of your position which is 
completely in harmony with the position stated by Secretary Dulles. 

Secretary Humpnrey. That is wh: ut I believe. Mr. Cooper. 

Mr. Coorer. As he told the committee, this matter was discussed 
at Cabinet meetings, and the concensus of opinion arrived at there 
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was in line with the position taken by you and the Secretary of State 
here today ¢ 

Secretary Humpurey. That is correct. 

Mr. Coorer. Is it your belief, then, Mr. Secretary, that it would 
be better to let the present Trade Agreements Act expire than to enact 
the Simpson bill at this time? 

Secretary Humrnrey. I would hope you did not have to make that 
choice, because I think the right thing to do is to reenact this law for 
this period. 

Mr. Coorer. Extend the present act for 1 year as recommended by 
the President in his speci: al message read to a House of Represent 
atives on April 134 

Secretary Humenurey. That iscorrect. That is what I believe is the 
proper thing to do. 

Mr. Cooper. Thank you, sit 

The Cuarrman. Mr. Simpson will inquire. 

Mr. Stimpson. Mr. Humphrey, out of this entire bill, then, the only 
thing that you expect from this committee, the only thing you are 
asking from this committee is what is section 2 here, which would 
extend the power to make new agreements for 1 year ¢ 

Secretary Humpurey. That is right, Mr. Simpson. 

Mr. Srupson. The Ways and Means Committee then presumably 
will await the action of this special committee which is to be named 
before proceeding with its further work on tariff? 

Secretary Humpnrey. Not necessarily. I think that the Ways and 
Means Committee would seek information in any respect just as every- 
one else will. As I see it, this special committee is just another tool 
for the benefit of the Ways and Means Committee as well as for the 
benefit of the administration to try to develop what is the proper 
posture to take. 

Mr. Stmpson. You recognize that any opinions that this committee 
would have would have to be sold to the members of this committee 
before it could be made into law? 

Secreary Humpurey. Absolutely. This commitee is not to tell the 
Ways and Means Committee what to do at all. This committee is an 
investigating committee; it is to develop facts and present facts for 
consideration. 

Mr. Simpson. I will ask you what I asked the Secretary of State. 
Why shouldn’t that work be done right now in connection with these 
hearings? 

Secretary Humeurey. If you can do it as rapidly as that. I think 
the chairman perhaps expressed it in speaking to Secretary Dulles 
and as I said to Mr. Jenkins, maybe our viewpoint is colored a little by 
our own necess ities. We have hac lan awful lot of things to do i in the 
past 90 days. We just could not do _— all at once. Take my own 
position. I will speak for myself personally. I have not had any time 
= all to try to reach definite cone adune with respect to what ought to 
be done about this very vital subject. 

Mr. Stmrson. If you were a member of this commitee and you 

ndividually were persuaded that certain va ei would be wiped 
out or further seriously in ju red between now and : year from ti day, 
what would you do about it, if you wanted to poteci that industry to 
An erica ¢ 
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Secretary Humrpurey. If I were thoroughly convinced of that, Mr. 
Simpson, I think I would want to do something about it, but 1 would 
want to be pretty sure that that was really so. 

Mr. Simpson. Iam persuaded. Now what would youdo? Wouldn’t 
you fight for it? You believe, I am sure, that a basic American indus- 
try should be preserved ¢ 

Secretary Humpnrey. I do. 

Mr. Simpson. If members of the committee are convinced that it is 
suffering as a result of, No. 1,the Trade Agreements Act, and secondly, 
because of what in the past I term very poor administration of the act, 
you would want to do something to relieve them, would you not? 

Secretary Humpurey. Yes, 1 would, but I would want to be pretty 
sure that I looked at both sides of the question and that what I lost 
on the corn I made u p on the hogs. 

You can very easily be persuaded, or you may very easily find, a sit- 
uation where somebody is hurt to some extent but that the country as a 
whele may lose much more by trying to correct that dislocation. It is 
to be hoped, of course, that you can find a ground W here these disloca- 
tions can be corrected and still get the great benefit elsewhere. 

America, I am convinced, needs an opportunity for a substantial 
export trade. You cannot have an export trade unless you get paid 
for it. There is not a bit of sense in de ve loping an export trade unless 
you get paid for what you ship. I think it is just as important to at- 
tempt to develop the way you get paid for what you want to ship out of 
here and kee Pp men working doing that as it is to try to preserve some 
particular industry or some particular effort that perhaps can operate 
on 2 somewhat ‘d fferent basis and still get along 

So you Mines a very cone picture. It is not just a matter of saying, 
wt nybow ly says “I 1 hurt,” immediately he is entitled to all the 

ie ef in the world, hon ause you may be helping him and hurting your- 
Se olf much more on seme other front. That is why I say, so far as I am 
per sonally concerned, I would like more information than I have. 

Mr. Simpson. Respectfully, I think you said two things. One was, 
earlier, that you did not want any American industry driven out of 
business here. 

Secretary Humpnurey. That is right. 

Mr. Simpson. The latter statement seemed to indicate that there 
might be some areas where we should permanently give up. 

Secretary Humenurey. I doubt if you will have to do that. I believe 
that you probably can find ways of handling it so that they will both 
get along. 

Mr. Simpson. You do not mean the way the Bell report suggested, 
by putting them on relief ? 

Secretary Humpnrey. Oh, no. 

Mr. Simpson. You do not mean that? 

Secretary Humpurey. No; I do not want people on relief. 

Mr. Simpson. Or providing Government money to retrain them or 
things of that sort. You did not mean that? 

Secretary Humpnurey. No. 

Mr. Simpson. I would just like to get very clear on this point. I 
have a lot of things in this bill that deal with things like a change in 
the definition of what injury is. Then I have one on countervailin 
duties. There is one on amending section 22 of the Si eateet 
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Adjustment Act. A reference has been made to section 104 of another 
law. They are all a part of our foreign program today, all those 
that I have mentioned. 

You have said that you want from this committee nothing but this 
section 2 extending the act, but I anticipate you will get from another 
committee the special commission authority. Does that mean that 
with respect to sections 104 and 22 and countervailing duties that you 
are not going to ask for any change in existing law in those areas? 

Secretary “Hu MPHREY. | erhaps I should say something about 
countervailing duties right now. ‘The matter of countervailing duties 
is brought up. The present law, which is entirely independent of this 
law, provides that where a bonus or a boyinty is paid, manipulated 
some way by some foreign country to put goods in this country, it 
is the duty of the Secretary of the Tre asury to take some action with 
a to it and put in a countervailing duty. 

As far as I can find out, that has seldom been used exce pt in the case 
of some cash payment. 

Mr. Stimpson. The law has been disregarded in the past, has it 
not ¢ 

Secretary Humrurey. I would not say it has been disregarded. 

Mr. Simpson. Let me say that. 

Secretary Humpurey. Well, you can say that. A few weeks ago 
some Members of Congress brought to our attention the fact that we 
were getting wool tops in from Uruguay and that in Uruguay they 
were paying at one rate of exchange for wool tops and at another for 
raw wool; in that way they were getting a bounty on the wool tops 
coming to this country. 

Mr. Stmpson. That was in contradiction to the trade agreement, too, 
was it not? 

Secretary Humpnrey. Contrary to this law. We have been work- 
ing at it very carefully. We have studied it all the way through. 
We have made up our minds that they are paying a bounty, and we 
are putting a countervailing duty on wool tops that will stop that. 

Mr. Simpson. I congratulate you. You saw your duty and did it. 

Secretary Humrurey. That is the first time that has been done. 

Mr. Simpson. They have been doing that for a long while, too. 

Secretary Humenrey. It has been going on for a long while, and the 
countervailing duty i is going on right now. 

Mr. Simpson. That is right. It has been stated around this com- 
mittee that there are more limitations of free trade between countries 
and more manipulations of one kind or another opposing free inter 
change of trade than there were when we started this trade-agreements 
program in 1934; more barriers today than there were then. 

Secretary Humrnrery. I do not know as to that. 

Mr. Stimpson. Such things as the one that you just made reference 
to is one of those. 

Mr. Curtis is gone. What about those other items that I mentioned, 
sections 22 and 104% 

Secretary Humpurery. I cannot tell you a thing about 104. That 
is an agricultural-products section, and I cannot tell you about it. 

Mr. Simpson. Section 22 would be the same thing. 

Secretary Humenrey. They are both the same. 
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Mr. Simpson. We are going to have a customs simplification bill. 
Is legislation contemplated in the area of countervailing duties there ¢ 

Secretary Humrurey. I understand that the customs simplifications 
Lill they had before did have a section in it and that there was one 
nit. Personally, I do not see that there is any particular need for 
a provision on multiple exchange rates so long as you have your 
present law. 

The present law is very inclusive. This provision you have in your 
bill is an expansion of that with respect to currency manipulation or 
exchange manipulation. I think we we have perfect power today to 
countervail a bounty resulting from manipulation of the currency 
or manipulation of the exchange just as well as any other kind of 
boul Cy. 

Mr. Simpson. Mr. Secretary, I am going to say this: You have 

nto the office you now hold—and I will put it in my words— 
where the jaw was not carried out beforehand 

vhich will give relief to one branch of 

It is bound to. I say that within the Depart- 

I am sure, m see where it has been poorly 

where an industry would appeal for relief and 

atte nothe took place and they did not get 

iev were entitled based on findings by the Tariff 


is a lot of our trouble today due to poor admin- 
books. The intent of my bill is 


} as long as the present 
is long as there is a bounty, the Treasury 
ervalll qauty. 

Mr. Stmpson. I thank you, sir. 

The CHatrman. Mr. Eberharter will inquire. 

Mr. Eseruarter. Mr. Secretary, I would like to ask you some of 
the questions I asked the Secretary of State this morning. 

Are vou Tamiliar. Mr. Secret ry, with the so-called Bell report ? 
Officially it is entitled “A Trade and Tariff Policy in the National In- 
te} at 74 a report which was ubmitted LO Presice iit Eisenhower under 
date of February 94. 1953 about on onths ago é 

Secretary Humpnrey. Gotten out by Mr. Bell. I have seen it, but I 
have not stu | it. 

Mr. Erneruarrer. Hay 
your Department to stud: 

Secretary Humpnrey. Yes. It is under study in the Department. 

Mr. Eprernarrer. You know somewhat of the personnel that con- 
stituted that special public advisory board for mutual security ? 

Secretary Humpurey. I do. , 

Mr. Ereriarrer. Very high class personnel. 

Secretary Humpnrey. Very high class, indeed. 

Mr. Evernarrer. It represented practically all segments of indus- 
try, education, and labor of the United States. 

Secretary Humpnrey. A very excellent committee. 

Mr. Esernarter. With the study that has been made by this com 
mittee for perhaps a quarter of a century, the studies made by the 
Tariff Commission, and the studies made by this special board, which 


» you assigned any member of your staff or 
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reported only about 2 months ago, don’t you think that we have enough 





information now without constituting another commission which 
may, Mr. Secretary—and I think this is very important—give rise to 
doubts in the minds of our friends in the free world that we are voing 
to change our policy and perhaps pursue a policy which the Communist 
world has said we were going to pursue ¢ 

In other words, think only of ourselves, adopt an isolationist pol 
ofar as exports and imports are concerned, and let our friends be 
at the mercy of restrictive trade policies? Don’t you think there i 











some danger ot that 


Secretary Humpnrey. No. I do not. Mr. Eberharter. I do not shat 


/ 









your fears in that regard at all Our foreign friends are so exere 
about this and so concerned al t it that I think that anyth ng that 
we do that indicates that we are w th an open mind trying to eek out 
what is the rig) { thir Y LO do t vet the maximum benefit out « i 
world-trade situation will b I] received a 1 \ ell reg rded 






Mr. Esernarrer. Let us just clarify that, Mr. Secretary. If we fail 
to pass any act whatsoever, would they not have ju tification to believe 





that we may be going to change our pol \ 














} . . . 
ter. | I congratulate vou on havine some member of your staff at le { 
study this report, 

a 1 TT. r ' ; ce 

secretary Ht IPHREY. It under study. 





Mr. Evernarrer. I think it is a very fine report. I might ask you 
one more question. They made a recommendation to this effect, and 






] will quote it : 





That decisions on trade policy be based on national interest rather than the 






interest of particular industries or groups 





Do you agree W ith that ? 

Secretary Humrnrey. Yes. 

Mr. Enernarrer. Thank you very much. 

The Cnarrman. Mr. Kean will inquire. 

Mr. Kran. Mr. Secretary, the first witness in favor of the Simpson 
bill in his testimony before the committee last week said that he 







recognized the danger ot the dollar gap, but he stated that the W L} 
to cure the dollar gap was not to encourage imports but to discourag 










exports. He wanted to reduce our exports to meet our impo! 
What would be the result of such a policy ? 

Secretary Humpnrey. It just means there are not as many job 
in America. 

Mr. Kean. In answer to that he stated that the type of jobs that 
were in the export business, which to quite a large extent a mass 
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production business, employed less labor than did the type of jobs 
that he was talking about protecting through the Simpson bill. So 
he said that in the end there would be more people employed by such 
a policy than there would be in the policy of encouraging imports. 

Secretary Humpnrey. Mr. Kean, that is one of the very things that 
makes me want to see some further study of this thing. I think there 
is not anything that can mix you up as badly as talking generalities. 
Usually when you get into an argument it is because one fellow does 
not know what he is talking about, and if you get two and neither of 
them knows what he is talking about, you are in terrible shape. 

What I wo = like to see and I think what you have to have before 
you get very far here, is some very definite commodities—what are 
the things A ean be brought in here in big volume, what would 
happen if they come in, and get right down to brass tacks and follow 
a few things definitely through that run into substantial sums of 
money. 

There is no use fooling with things that do not involve substantial 
sums, because they are not going to change your balance of trade very 
much anyway. Let us find out what are the things that can largely 
change the balance of trade and what happens if we move them. 

I don’t know. Maybe somebody else does. know, but I don’t. I 
have not seen any study that is based on that sort of principle. I 
would like to see just what happens when you get right down to the 
grassroots and follow a few of these things through. 

Mr. Kran. I figure generally that the more business that is done 
in exports and imports by this country, the resulting stimulation of 
business in this country, means more jobs and more money in people’s 
pockets. I do not believe in this theory that our export business 
should fade, not trade, which is about what was advocated. 

Secretary Humpnrey. I do not know how you would get more jobs 
by doing less business. 

Mr. Kean. I do not know, either. Thank you. 

The Cuatrman. Mr. Boggs will inquire. 

Mr. Boces. Mr. Chairman, I should first like to congratulate the 
Secretary. I think he has made one of the finest statements that has 
been made before this committee this year. It has been a very forth- 
right statement. 

I am very much interested in the line of inquiry that Mr. Kean was 
taking; I meant to pursue it myself when Mr. Eberharter started 
asking a few questions. 

Do you have any figures in your Department, Mr. Secretary, on 
exports and imports? I imagine this question would be better directed 
to the Department of Commerce, but of course you do have jurisdiction 
over the Bureau of Customs. I understand that our export business 
dollarwise now is about $18 billion a year, is that substantially correct? 

Secretary Humrurey. I think that is about it. 

Mr. Boces. And there is a gap of about $4 billion, making our 
imports somewhere around $14 billion ? 

Secretary Humpnrey. Something of that kind. 

Mr. Boges. All of the testimony that we get before our committee, 
almost invariably, involves certain industries which maintain that 
they are being hurt by imports, but we have yet to get information 
before the committee showing the tremendous number of people 
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employed in the export-import trade. I think that information would 
be very helpful to this committee. Would you be able to provide 
that information ? 

Secretary Humpurey. We will see if we cannot get that informa- 
tion. I have not got it right here, but we will see what we can do. 

(The information requested was furnished by the Department of 
Commerce and appears on p. 665.) 

Mr. Bocas. It so happens that I served for some time several years 
ago on the subcommittee that we had on customs simplification, and | 
know that the President has recommended the enactment of a customs 
simplification act, and that would come from your Department. 

Secretary Humpurey. That is right. 

Mr. Boces. Can you give us any indication of when we might expect 
some recommendations on that subject ? 

Secretary Humpurey. We are working on it. We have been work- 
ing at it very diligently. Mr. Rose is the gentleman in direct charge 
of it. I will just ask him. 

Mr. Roser. Very shortly; we hope within a matter of a few days. 

Mr. Boaes. To have some recommendations ? 

Mr. Ross. Yes, sir. 

Mr. Boaes. Thank you very much, Mr. Secretary. 

The Cramrman. Will Mr. Knox inquire? 

Mr. Knox. Mr. Secretary, I am not going to ask you the same ques- 
tion that I asked Secretary Dulles as to whether or not you had a repre- 
sentative here through the hearings that we have been holding for the 
past few days, because appare ntly the representation of the Secretary, 
Mr. Dulles, did not transmit his findings from the hearings up to the 
Secretary. But there is a question that is involved that I would like 
to ask, and that is, Mr. Secret ary, would you object to requesting our 
foreign-trade representatives to bring their problems to our seat of 
government or do you feel that we should send our representatives 
to their respective seats of government in foreign communications? 
I ask this question because I do feel that nevertheless the people who 
represent the United States as far as the Ways and Means Committee 
are concerned, who make the recommendations to the Congress, should 
not have to take secondhand information; that their information 
should come directly and that they should make their own decision 
with recommendations from the administration as to what is the best 
course to take. Would you care to answer that question ? 

Secretary Humpnrey, I certainly share your view, and if I were 
sitting in your seat, I would want the very best information I could 
get to make up my mind on. Whether I had somebody come to me 

r I went to him would depend entirely on how it developed. 

"Mr. Knox. Mr. Secretary, I believe you appreciate the fact that this 
entire committee is unable to sit down with those in foreign nations 
and discuss this entire problem of tariffs. Inasmuch as this committee 
are the ones who must make the final decision, I feél that if the foreign 
nations are interested in entering into trade agreements with the 
United States they should be interested enough to come here and testify 
before the committee and not before some commission that has been 
appointed by the administration and sent on to foreign soil in orde: 
to get the testimony. 

Secretary Humpnrey. Again let me say, I think I gather from your 
suggestion that there is cert: fainly a misapprehension as to the attitud 
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This committee was re ‘warded not as in an yY way a 
a3 prejudging this case or anything of that 
mply a fact gathering gr ip that would 
- designed to be pful, in no way eho 
iply to be helpful. That adhd whol ii, 
a ‘ate your statement, Mr. Secretary, 
ffice and state to find that I could 
who have be en delecated legis- 
we could actually rely upon 
ple w faa we represent, 


y 
originators to come, then. 


Mr. Holm 
Ho 


a yeal ing this study 
:% way » Mr. lolmes, 
ll enforce the law hat ars at tha bac 
Mr. Houmes. Thank you, si 

Secretary Humpnrey. And let the chips fall where they may. 

The Cuamman. Any other questions? 

Mr. Sadlak will inquire. 

Mr. Sapitak. Mr. Secretary, in connection with this investigative 
group, do you have any i “te a what would be the st: irting point for 

heir investigation? What year? 

Secretary Humprurey. No; I have not. As far as I know, there is 
no program or anything of that kind at all. It was the thought that 
we might have a group of diversified interests, of diversified experi- 
ence, who might be helpful in marshaling some facts for consideration, 
and that is as far as I know any thinking has been done on the subject. 

Mr. Saptak. Certainly volumes of facts have been gathered by the 
Committee for Reciprocity Information prior to the Geneva, Annecy, 
and Torquay Conferences. I would say that a perusal of those would 
be tremendously helpful in bringing the facts of the inquiries, if I 
might call them that, or the situation that American industry has 
faced and is facing. 

In connection with your recent visit, the distinguished witness who 
preceded you, Mr. Dulles, stated that they were quite jittery, and I 
believe you also reiterated that same feeling concerning our friends 
abroad. Did you because of that jitteriness ‘make any concessions in 
connection with reciprocal trade agreements ? 

Secretary Humpurey. Oh, no. We have nothing to do with recip- 
rocal trade agreements. 

Mr. Sapvax. Did you make any other concessions which you might 
want to tell us about, which this committee might want to know in 
considering these reciprocal trade agreements? 
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Secretary Humpurey. I don’t know what you mean. What kind 
of concessions ¢ 

Mr. Sapiak. Because they were very jittery over there, I have the 
feeling, after the hearings we have h: id during the past week, that a 
great many industries and their employees in the United States are 
quite jittery about any promises that might have been made o1 
veded to the foreign industries that might cause further closing of 
factories here. 

Secretary Humpurey. I can tell you why they are jittery, 
Sadlak. During the fi 
there was quite a line, as you know, of delegations from 1 


first 60 davs or 40 days that we were 


tries that came to this country. Some of the distinguished | 
thorities of those countries came to this cou try. They came ' 
few days of each other, and that extended over a perio d of 2 o1 
of time. They came to the Treasury. They went around to diff 
places. 

Chey saw Joe Dodge, —- rector of t! 
the Treasury. They went to the Federal 
frani Ly showed them oul ‘fi oures, and we 
that the United States was in, the tremendot 
nave and he remendous amount oi | 
and the tremendous build-up of contract ; 
structure that we have, the deficits that were accumulat 
deficits that we were handed. 

They saw how much short-time money we had, how we had t 
row. We have to roll over $30 billion or something of that kind 
within every 90 days. We have a tremendous amount of debt due 
within 1 year and a much larger amount in 5 years. 

Men like Butler, the Chancellor of the E xcheqi ier, who is a very 
good businessman, and some of these other people from foreign coun- 
tries who understand the situation, could see at a glance that the free- 
handed aid and the expenditures, with no thought of where the money 
was coming from, were coming very abruptly to an end in this coun- 
try and that they were up against something brandnew that they were 
going to face in the not too distant future, especially in view of the 
fact that we had to reduce our expenses to reduce our t ixes, and that 
we were attempting to do both and to get them in hand just as fast 
as — possibly could. 

), they saw the dawning of a new day, and they knew that things 
were going to be different. It does not take any magician to see that 
if you will just look at the figures. They looked at the figures and saw 
that. For that reason, among others, they realized that there would 
be a different future than there had been in the past, and that from 
now on they would have to earn money that they spent much more 
than they had in the past. 

Mr. Saptax. I am very happy to have that observation. Mr. 
Humphrey, there was some talk during the hearings last week that 
the Canadian dollar is a better dollar than the United States dollar. 

Secretary Humpurey. It has been a better dollar for about a year. 

Mr. SaptaKx. What are you going to do about straightening out 
that situation ? 

Secretary Humpnrey. We will just make the American dollar bet- 
ter. That isthe only way I know. 

Mr. Sapiak. I am with you. 
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That is all, Mr. Chairman. 

The Cuatrman. Mr. Curtis will inquire. 

Mr. Curtis of Missouri. Mr. Secretary, I was interested in your 
a which was rather positive, that you would rather see the 
Trade Agreements Act expire than continue with the Simpson bill. 
That was in response to another gentleman’s question. Am I right 
in that? 

secret: ur"y Hompurey. I said I hoped neither one would occur; that 
I hoped and believed that the right thing to do was to extend the 
Trade Agreements Act as it now stands. 

Mr. Curris of Missouri. The reason I raise that: Mr. Dulles in his 
remarks, I felt, dwelled on the fact that the main concern he had about 
the Simpson bill was the impact abroad, and even though the truth 
of the matter was that the new legislation was not harmful to our 
foreign policy, even if that were so, but it was interpreted the other 
way, the impact would be bad. What he suggested was that we needed 
time to let them understand what the situation was, particularly as 
they had been sold for a number of years on the fact that the Republi- 
cans, if in power, would become isolationists. 

In further response to some questions that I asked the Secretary 

s to whether or not he felt that under the present law as we now have 
it on reciprocal trade and other measures that we have, adequate pro- 
tection could not be given to our industries that were coming in here 
with these complaints and the ones that we have heard complain, if 
the law were administered differently and, as I view it at any rate, 
In a proper manner. 

I have noted in answer to one question on currency devaluation and 
other manipulations that you feel you have the authority now to handle 
that situation, and under the peril-point provisions and escape clause 
of the present law, if adminstered properly, our industries would have 
an opportunity of presenting their case if they got a fair hearing. 

With all that preface, I have gone through this bill of Mr. Simp- 
son’s and I do not see what I would regard as any crippling amend- 
ments. In other words, all that it seems to me is being done in here 
by the Congress is an attempt to pin down what the administration 
of the act before has not done. 

I may be wrong, but I want to ask you whether there is any specific 
language that you think is in the Simpson bill that does cripple the 
act. I broke the Simpson bill down into three categories for my own 
thinking. One was purely procedure, and changing procedure cer- 
tainly is beneficial as long as it was trying to attain proper func- 
tioning. Number 2, it has a lot of new language for criteria, what 
is unemployment or injury to American workers, and so forth. 

Do you think any of the new language in there is going to cripple 
in any way the administration of this act / 

Secretary Humrurey. I do not believe I am sufficiently expert to 
pass on all of it, but I will take the case of the countervailing duties 
that we have just discussed. I think we have all the law we need 
without any more. 

Mr. Curris of Missouri. Yes, but I am hitting it from the other 
angle. It may be true that you have it, but there has been a lot of 
talk around the country about this being a crippling act. If it is 
simply doing what you already have the authority to do, it may be 
unnecessary, but it is not crippling. 
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I would like to pin this thing down. Are we talking about false 
impressions that are created abroad deliberately by people and pos 
sibly false impressions that are being created in our own country in 
the minds of people about what this act contains, or are there provi 
sions in this new bill of Mr. Simpson’s that would do things that can 
not be done under the present Reciprocal Trade Act? If there are 
some things in this bill that limit the authority in such a way that thi 
ndustries of our country can be protected when they cannot now be 
protected, I would like to know where it is. 

Secretary Humpnrey. If you have enough authority to do what you 
ought to do, it is always confusing to have added provisions made. 

Mr. Curris of Missouri. Yes, sir. 1 agreed with your statement 
ibout speaking in generalities. That is why I am trying to get dow 
to particulars and this particular bill. 

Is there any language in here—I have heard a lot of generalities. 
but I would lke to know what provision in this bill would be a crip 
pling provision that would prevent the proper administration of the 
Trade Agreements Act to accomplish the results. We all seem te 
want the same results. 

Is there anything specific here that you would say in the Simpson 
bill, a change of language or the creation of a new man on the Tariff 
Commission— 

Secretary Humpurey. I think the only way I can answer that is 
that I just do not know enough about the details of the administra 
tion of this particular act to answer your question the way I ought to 

Mr. Curtis of Missouri. One final thing. The third aspect of the 
bill, of course, deals with specific industries, the lead and zine mining 
people, and then, as I say, the coal industry under residual fuel oil. 
Those two would be instances where this committee would be studying 
the specific problems of those two industries and in effect doing what 
we would anticipate possibly the Tariff Commission might have done 
Ils there any particular position on those two features of the bill that 
you think would interfere as far as you know in the results that we 
want to achieve ? 

Secretary Humrurey. I am very glad you brought that up because 
I expected it long, long ago. I thought before I got through I per 
haps was going to have to volunteer the information. So far as the 
coal business is concerned, I want to say, Mr. Chairman, that I want 
to declare myself out of that because of prior prejudice, and I want 
to leave that and any discussion of that particular subject to Under 
Secretary Folsom, if you wish to call him on that subject. 

When I qualified myself for this job before the committee, before 
Senator Millikin’s committee, I told him in answer to some questions 
that if anything arose in my duties here in this office that related to my 
prior activities, I would declare myself out of it and that I would have 
it handled by my Under Secretary or by someone who had no connec 
tion with it whatever. 

Until a few weeks ago I was the chairman of the board and the 
founder of the biggest coal company in the world, and I just do not 
care to express any opinion upon this oil and coal matter. 

Mr. Curtts of Missouri. I appreciate that, sir. 

Just to conclude, I hope, Mr. Chairman, that we will have someone 
who will testify as to where specifically in the Simpson bill they feel 
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the new language somewhere is actually going to hamper the admin- 
stration of the Reciprocal Trade Agreements Act in such a way that 
we would not be able to achieve the results that we have been talking 

about. 
| want tosay further that I understand and appreciate the Secretary 
of State’s pesition and in fact I am in accord with it, that the impact 
broad probably would be such due to false propaganda, largely, and 
the same sort of propaganda in this country, not dealing in specific 
but just smearing a particular bill just because they do not 


‘tails in here which are bad, but I would like to know 
it k the rest of the committee would, too. I hope 
will come up here and point out some language or some 
bill that they think is wrong instead of just voicing 
these fine general view points. 
Secretary Humpurey. We will see if we cannot supply it. 
Mr. Curris of Missouri. Thank you, sir. 
‘71 rMAN. Mr. Goodwi will inquire. 
Mr. Secretary, will you agree that the main issue 
principal issue, is to set up a foreign trade policy 
be in the best interests of our people with regard to our 
‘lations, and at the same time have due regard to all 
isonable rights of American industry and American workmen ? 
Secretary Humprrey. I think that is exactly the position. 
Mr. Goopwin. Is it your position and your belief that the admin- 
tration. 1f a little patience is eiven for study, will probably, with the 
joint wisdom of the administration and this committee, work out some 
solution which will reasonably well bring any conflicting interests 
into harmony ¢ 
Secretary Humpnrey. I think we will come nearer doing it with 
this additional time and study than we can today. 
The Cuatrman. Any more questions ? 
If not, Mr. Secretary, we thank you for your very fine statement. 
Secretary Humpurey. Thank you all very much, indeed. 
‘The CuatrrMan. It was a pleasure to have you here. 
The committee stands adjourned until tomorrow morning at 10 
o'clock. 
(Whereupon, at 4:45 p. m., a recess was taken until Tuesday, May 
5, 1953, at 10 a. m.) 








OF 1953 





AGREEMENTS EXTENSION ACT 


TUESDAY, MAY 5, 1953 


House or REPRESENTATIVES, 
CoMMITTEE ON Ways AND MEAN 


iru sh d Secretary of Ce merce, ft Llonorable Sin ill Weel 
[It is a pleasure to have you appear before the committee, a1 


welcome vou most cordially, Vir. Secretary. 


STATEMENT OF HON. SINCLAIR WEEKS, SECRETARY OF COMMERCE 
OF THE UNITED STATES, ACCOMPANIED BY SAMUEL W. ANDER- 
SON, ASSISTANT SECRETARY FOR INTERNATIONAL AFFAIRS 


Secretary Werxs. Thank you, Mr. Chairman. 

Mr. Chairman, I have a statement that I should like to read, if that 
is in order. 

The CratrmMan. That is in order, sir. 

Secretary Wrexs. Mr. Chairman and members of the committee, 
I wish to thank the committee for its invitation to present my views 
concerning the extension of the Trade Agreements Act of 1934, as 
subsequently amended by various statutes, including the Trade 
Agreements Extension Act of 1951 

By the provisions of the Trade Agreements Extension Act of 1951, 
the authority underlying this program will expire on June 12 of this 
year. This fact raises the question of what action shall be taken with 
respect to its future. In his message to the Congress on April 7, the 
President requested that the present act be renewed for a period of 
1 year. He requested this extension as an interim measure to allow 
for the temporary continuation of the present program pending com- 
pletion of a comprehensive reexamination of United States economic 
foreign police V. 

I should like to state my support for this recommendation and in 
dicate briefly to the committee the reasons why such a simple extension 
of the present legislation is desirable at this time. 

The tariff and trade policy of the United States is a single phase 
of our overall foreign economic policy. It is a very important phase 
of that policy that must be ¢ arefully adjusted to all of the other 
interrelated phases which together will make up a successful overall 
policy. 
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During the postwar years the United States had to assume—and in 
fact has assumed—a position of leadership in rehabilitating the world 
economy. The United States had embarked on a comprehensive pro- 
gram in the foreign economic field, including important elements of 
economic and mulitary assistance, tec hnical assistance to underdevel 
oped areas, and promotion of American overseas investment, in ad- 
dition to actions in the trade and tariff field. In all its activities our 
Government has attempted to promote a freer exchange of the world’s 
goods on a mutu illy beneficial multilateral basis. Today, all other 
nations are lookn ¢ closely to the actions which we take in continua 
tion or modification of the detailed programs which have been under 
Way. 

} 


eriod of changing worl 


c onditions 


valuation of our entire forei pn eco 


We are now entering upon a 
which call for a fundamental re 
nomic program. Our largest objectives are clear and unchanging. 
We must develop, in cooperation with other nations of the free world, 
a prosperous self-supporting free world economy which can ensure 
both our mutual security and improved living standards for us all. 

This economic system must be one which will create conditions 
under which international investment flows freely, and general prog- 
ress is possible toward freedom of international payments, converti 
bility of currencies and the widest possible multilateral trade. 

Whatever its details, our trade policy, like that of other free na 
tions, must be aimed at the highest Te vel of trade possible on a profit 
able and equitable basis. 

This must be the direction of our trade policy, because that is the 
only way in which it can -” a consistent effective part of a total foreign 
economic policy aimed at these vital American objectives. Our suc- 
cess or failure in designing a foreign economic policy to attain these 
objectives will be crucial to the future prosperity and security of the 
United States as a whole for it will go far to determine the ki ind of 
world in which we live. 

for the same reason, and in a more direct sense, the manner in 
which we design such an economic program will determine the basic 
health of our domestic economy. It is therefore essential in the direct 
interest of American business that our overall foreign economic policy 
be soberly conceived, quite aside from the businessman’s stake in the 
overall national interest. 

Furthermore, the tariff and trade policy phase of our foreign eco- 
nomie policy is itself assuming particular importance at this time. 
During past years the United States has given freely of its strength to 
reconstruct the economies of our world allies. We have now reached 
the point where most of them can, if allowed, stand on their own feet 
and pay their way in the world through the normal commercial ex- 
change of goods. 

Under these conditions we may expect that American tariff and 
trade policy will in the coming years be of even greater importance 
than in the past. 

While our objectives are clear, however, the fundamental decisions 
concerning how to reach them require careful study. Hasty action 
could seriously retard rather than advance our progress. The ques- 
tions we face in designing a proper United States trade policy are as 
complicated as the answers we arrive at are vital to all segments of 
Aunerican business and industry. 


’ 
I 
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The prosperity of large parts of American business and the jobs of 
great numbers of American workers depend upon the continuation of 
the present high level of exports. 

Other American industries are import: antly and increasingly de 
pendent upon imports. At the same time there are substantial sec 
tors of American industry, the domestic activity of w hich i is adversely 
affected by increased competition from imports. 

Protection, however legitimate in individual cases, cannot be af- 
forded domestic industry against imports without depriving Ameri- 
can export industries and their employees of export outlets, while 
export sales, however importantly needed by American industry, can- 
not be provided without subjecting domestic production to Seomert 
competition. 

These fundamental facts obviously raise exceedingly difficult ques- 
tions of policy which require the most careful study if we are to find 
the solution Wek h will provide the greatest net benefit for the Ameri 

‘an economy as a whole in future years. 

The dee hei we make on these questions will have a lasting effect 
ipon the material welfare of the employers and emplovees dependent 
upon American exports, imports, and domestic product ion. 

It is for these reasons that I was among those who recommended 
to the President that he request Congress to avoid fundamental 
changes in the trade-agreement legislation at this time. 

The committee now has before it for consideration H. R. 4294. 
This bill would extend the underlying authority of the Trade Agree 
ments Act for an additional-year or until June 12, 1954. In addition 
to this simple extension, however, it would do two additional things. 

First, it would make fundamental changes in many important 
aspects of the policy and the administration of the reciprocal trade- 
igreements program. 

Secondly, it would impose quota restrictions on United States im 
ports of petroleum products, and would impose special tariffs and fees 
upon American imports of lead and zine. 

I think we are agreed that the trade-agreements legislation in its 
present form is not ideal. Criticism concerning individual features 
of the program has’arisen in many quarters and from many differing 
vie wpoints. The Government presumably is not preps ared at this time 
to decide which of these criticisms are valid or in what de oree. 

But I believe we can say at this time that much more careful study 
1s required ; to make changes in this legislation without first deciding 
whether such changes fit into an overall foreign economic program 
would both disrupt trade and prejudge the nature of policies which 
must still be developed. 

Under these conditions I feel sure it would be unwise and premature 
to take any action to modify the present legislation. 

At. this time. in order to avoid undesirable misinte rpretat ion of our 
long-run intentions in the trade-policy field, and even more impor- 
tantly, to avoid the possibility of modification which would worsen 
rather than improve this phase of our foreign economic policy, we 
should refrain from modification and make it clear that the continu- 
ance of the present legislation is purely an interim measure to afford 
time in which to develop a sound program in which we can have full 
confidence. 
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I should like now to turn for a moment to those provisions of H. R. 
4294 which would prescribe special tariff or quota treatment for 
ad, and zine. 


] 


dustries feel that the present levels of imports of lead, 
oleum are causing, or threatening to cause, serious injury 
ey have under the terms of the Ri ciprocal Trade Agree 
present on the statute books available to them, prescribed 
‘or seeku go remedial act he It is my understanding that 
juested such action of the Tariff Commission. 
he admii stration’ recommendation that, pending 
tatus quo be maintained insofar as new legislation is con- 


‘ 


o me far more appropriate for them to act pursuant 
i 


to the cisting statute tha to request the specia treatment proposed 
in H. R. 4294. 
herefore. urge the committee on the above oToul ds. if for no 
son, to refrain from approving these specific amendments to 
if the Reciprocal Trade Agreements Act. 


state of the Union speech to the Conere 


e Reciprocal Trade Agreements 
‘opriate legislation. This ob 
domestic industries, agricul- 
iv and recommendations on this 
alike will be earnestly consulted 
intan Ing the status quo while this 
mn commission be mace, 

] ri 
1d our Judgements naturally must not be 
state of the U1 ion words above q ioted 


the wisdom of following the course 


1, Mr. Chairman. 
oaran. That conch 
VN It « 


Y EKS, loes 
? be ’ ’ 
i. N. would like to ask vou, Mr. Secretary, whether 


1 


ae members, one of the old sft com 
I lenlt with tariffs for the last prac 
should fail to open up this forum to people who feel 
eorieved under the Reciprocal Trade Agreements Act 
and as administered? Do you feel that we should 
la nts and not hold hearings on a bill as to 
should just accept what we have and let them go 
Y injured ¢ How do you feel about that é 

retary Weeks. Mr. Chairman, I certainly would not advocate or 
nn suggest that the committee not hold hearings and get all the evi 
dence that is hecessary. 

On the general question, if I am to understand that you want a 
reply on the general question of whether or not the committee should 
act, I have Ol) en considerable thought and study to this whole prob 
lem since I took office in January, and came to the conclusion that the 
whole picture has changed so radically that in order to get at a proper 
determination of what our permanent policy ought to be, we ought to 
have the additional time suggested in the commission recommenda- 
tion, to study the whole picture and the relationship of trade and tariff 
policies to it. 
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The world has changed a lot in the last J lL; rs, a | Iti 
a very thorough study and careful look-see musi be n 
future holds, with the world as it presently is, divided into two armed 
camps. We just really have to take 
This committee, as you suggest historically has made tariff 
and naturally can and will in the future. The commission sugge 
as I view it, would give the committee a specialized arm to do spé 
ized study and research on this very, very grave question. 
The Cuarmman. Would you think that a new commission set up to 


study thts tariff situation—and that is what it amounts to—to deter 


ade at what the 


i look A 3S. 
l 
I 


mine just how much of our market we can spare without real econo) 


jury to our own economy, would be better equipped to do that jol 
han this committe, which has had su n for years 
years, and the one and only Hous um alls before wh 
the agerieved people can come who mstitul \ 1 ( 
economy, like industry and business? Do you th temporary c 
mission \ d be better equi} ped than this tee to take 
a job of that kind ¢ 


secretary Weeks. Mr. Chairn 


i he be itel equi} | 


nn S] In pera » as i Cc It, you are 
specia ts, “Sit wh al ‘ il eood look a 
your ¢ lu is D K 1 1h] committee, wh 
o make the : o 
IRMAN. I think this committee is fairly familiar wi 
elon affairs. We have had quite a { : { \ here, and Ia 
with it. They say tha { 
nervous state that 1f we do a hy 


to protect our ow! industries, th: 


quarrelin 
I 


Ot hese othe people. 

If it is the judement of this committee that somet} ng o 
he done to preserve our owh economy, to keep ourselves strong, 
keep ourselves solvent, do you think that we should fer pu 
the wise course in regard to our own affairs just because some 
nations claim that they are nervous and the onl 
take over a larger portion of our market ¢ 

Secretary Weeks. I certainly think, Mr. Chai 1, that 
LO follow the wise course, and I certainly thint his committee 
it ] think there Is much e\ dence that v 
to take a look at from a little different point 
of view than we have been accustomed to doing in the past In our 
treatment of these policies. 

The whole overall foreign picture is one that I think has to come 
into consideration. I am not suggesting by any means anything ex- 
cept to take time to really take a look at the picture. 

Here we have a new administration, the first in 20 years. Here we 
have a whole new world picture that has developed since World 
War II and since the outbreak of the Korean war. It seems tliat the 


T 
competent to take it. J 


> 
) 
1 
t 


have to take a look at, anc 
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Congress and the new administration should really take a little time to 
look this over, and that by doing that and by maintaining the status 
quo in the interim for 1 year—and I should hope, parenthetically, 
that the studies might conceivably be concluded possibly in the 
fall, and if the Congress should be in session in the fall, there might 
be an opportunity to do something then, or right after the first of the 
year—I do feel very strongly, Mr. Chairman, that we do no harm in 
maintaining this status quo where remedies exist, if they are indicated, 
to correct damage to industry. Meantime, we go on and maintain 
the status quo and take a real look at what this whole thing amounts to. 

The CuarrMan. Here is this committee, of which I am very proud, 
and I mean that so far as every individual on it is concerned. J know 
the at they are good, ¢ apable, patr iotic men. I know that this is a field 
in which they are as e xperienced, perhaps, and more so, than any out- 
side group. ‘The question is, spe: Sinead the jittery condition of these 
foreign nations, would it be your idea that this new commission that 
is going to be appointed should go over and meet with the officials of 
the foreign governments and find out just what will cure their nervous 
situation ? 

Secretary Werks. No; I do not suggest that at all. I would not 
suggest that. 

The CuHarrman. What I am getting at here is: Is this just a ques- 
tion of delay, or is it a question of getting down to what we might 
call brass tacks in regard to just how much of our market we can 
spare, how many industries we can destroy in this country, putting 
perhaps some industries out of business?” I know how thoroughly 
interested you must be in New England, and I do not know what New 
England would do without the tariff rates that have protected her 
industries. She is having a lot of trouble right now, is she not? 

Secretary Werks. In some lines. In some others, the reductions 
have not affected industry there. 

The Cuatrman. As I understand it, New England is perhaps the 
center of the finest skilled labor there is to be found in the United 
States. 

Secretary Weeks. Naturally, in New England we would suggest 
that thought. 

The Crarman. New England has been noted for its skilled labor, 
has it not? 

Secretary Werks. I think so. 

The Cuarrman. Are not some of the New England industries pretty 
hard pressed ¢ 

Secretary Weeks. So far as I know, Mr. Chairman, the textile in- 
dustries up there have been and are today. The shoe business is not 
what it was in the good old days. There are some other industries 
in the metal fields and some other industries of such nature, in which 
business today is excellent and they are making progress. 

The Cuamman. That is largely war work, is it not? 

Secretary Weeks. I would not say so, sir. 

The Cuarrman. What about the watch industry ? 

Secretary Weeks. The watch industry has not done very well, as 
far as domestic manufacture is concerned. That is a very specialized 
problem. 

The Cuarmman. And very essential to the national defense, is it 
not? 
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Secretary Weeks. I think so. 

The Cuairman. I have always thought that you were a tariff man. 
Yau have always believed in the tariff, have you not‘ 

Secretary Werks. I have. 

The Cuarrman. Then you and I are agreed that we could not get 
along on just plain free trade in this country, could we ¢ 

Secretary Werks. I do not think so. 

The CHarrMan. No, sir. 

Secretary Weeks. Mr. Chairman, I take my stand right with what 
the President said in his state of the Union speech, that we cannot 
carry this process to the point where it damages or destroys industry 
in this country. 

The CuairmMan. That is my position, and when it comes to a choice 
as between some nervous nations abroad, who want to get into our 
market they have had billions of our dollars handed to them ma 
the United States, I will choose the United States. We have oly 
billions of our taxpayers’ dollars to keep fore! 
The same old hatreds still exist over there, and 
can pacify them and keep these countries on our side. I realize all 
that. But I have this idea, and I think you have, too: We cannot 
be of any use to the world nor to ourselves unless we keep ourselve 


on economics gol 


ve hope perh ul : 


1 1 


solvent, and we cannot remain solvent unless we have what has b 
this Nation, and that is our market. 

All but 7 percent, Mr. secretary, or thereabouts, of e1 erythi 
we produce in this country is disposed of in our own market. 

Secretary Weeks. I agree with vour thoughts, Mr. Chairman, but 
I again say that we have here a good many, facets to this whol 
lem. We have the agricultural policies which enter into it, : 
defense angle from the standpoint of how much protection shall we 
give to maintain industries that are needed in any defense effort. 
There are many, many points of view to be taken into consideration. 
I certainly think that the President summed it up pretiy well when 
he said that here are two points of view. You have set the Commerc: 
Department up in business. We have a Bureau of Foreign and 
Domestic Commerce. In a sense, in our approach we have to « urr’y 
water on both shoulders. We have an export business that we have 
to give some concern to. We have the domestic production to give 
concern to. 

I think that the President’s statement summed it up very well when 
he said that we have got to take a look at this thing and not allow the 
process to be carried to the point where it does damage to domestic 
industries. Ido not want to do that. 

The CHarmman. I do not, either; and there is another point, too, 
that worries me. I still think that the market which we have in this 
country is the very heart of our prosperity, our employment, and 
our high standard of living. According to all the statistics, there are 
600,000 or 800,000 new laborers coming into our market seeking jobs 
ach year. The argument on the other side is that, of course, if we let 
payrolls be exported abroad, the people over here who are deprived 
of their jobs in a certain industry in order to help the nervous and 
jittery people abroad, these displaced persons over here can just go 
on relief or we can put them on a dole or we can retrain them for 
other jobs. Many of the industries right in New England that would 
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be threatened if you get your tariff too low, are specialists. You 

‘annot put them in another job. It is difficult to retrain them for 
meter job. I feel that our first duty, if we are going to preserve 
free enterprise, is to be able to expand the free-enterprise system so 
that these thousands and thousands of people can have jobs. If you 
do not, you are creating the very situation that people worry about— 
creating communism by people being unemployed, and the younger 
element not being able to get jobs. 

I think this committee here should not be ignored in a study of 
this situation as relates not only to our own country, but to countries 
abroad. , 

I think you have made a fine statement. It is splendid and I want 
to congratulate you on it. But, after all, the tenor of all the testi- 
mony is this idea that we have to depart from wisdom as this com- 
mittee sees it just because foreign countries are nervous and want more 
of our market. I think it is the business of this committee to deter- 
mine what is best for the country rather than a commission picked out 
ofthinair. I feel that we are entitled to some consideration as a com- 
mittee concerned about the economics of this country and the tariff and 
all the questions of taxation. 

Secretary Werks. Mr. Chairman, I can only suggest that in the 
final analysis it is the job of your committee in any event. It comes 
back to you. Whatever studies are made come right back to you for 
implementation and action. 

The Cuarrman. It makes a lot of difference, though, how that study 
is conducted. Unless this committee is going on a junket abroad to 
confer with these people abroad, how are we going to know just what 
the preconceived notions are? Are we expec ted to take their findings 
and just ps es legislation based upon those findings ? 

Here we have hundreds of people coming in here who have payrolls 
and their very existence depends upon their getting some relief from 
the ills from hid ‘h they os now suffering under the administration 
of the law that you are asking to have extended. We are supposed 
to be the forum before which these aggrieved people can come. People 
from every part of the United States are coming here and are testi- 
fying. 

Is all of that going to be dismissed because of the nervous condition 
abroad? What is this new organization that you are going to set 
up here to make a study? What are they going to study? Can they 
determine all of these problems involved in the situation abroad by 
staying here and will they get really objective findings if they go 
abroad 2 

I do not know. I just feel very much disturbed over the bypassing 
of Shes committee on an import int question of this kind. 

secretary Werks. Mr. Chairman, if I may be permitted, I certainly 
oan | not think that that was the thought behind it or would suggest 
that such a thought was in the picture of bypassing this committee. 
The Commission suggestion involves, as I understand it, 3 appointees 
from the House, 3 from the Senate, and 5 by the President, so the 
majority action of the Commission rests ‘with the Congress. The 
Commission operates as a fact-finding study body. It brings its 
recommendations back to you for such action as your committee and 
the Congress would want to take. 
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As I see it, nothing is done in any event by way of bypassing the 
Congress, and all that is being done is t: aking a little time to stu lv 
these very, very fateful decisions that are coming up before us. It is 
particularly desirable, as I pointed out, because we have a new admin- 
istration on both ends of Pennsylvania Avenue, and we have really 
not yet had a chance to take a good look at this whole overall picture. 

The Carman. For instance, you say it is not bypassing the com- 
mittee. I cannot imagine that the administration would deliberate sly 
do it, but a letter was sent up to the House, to the Speaker, yesterday, 
which was referred to in the Foreign Affairs Committee. It was 
dealing with the setting up of this Commission. I have looked into 
the letter. There was a clause in there that caused the Parliamentarian 
to sit down and go into conference and go into it very carefully. 

The message was so drawn that it was referred to that committee. 
One paragraph was carefully worded to cause it to be referred to the 
Foreign Affairs Committee. IT knew nothing about it. I would have 
liked to have had that communication so I could have taken it up with 
this whole committee, They could have considered it, and perhaps 
they would have felt a little differently about it. At least I would 
have. 

Maybe I can vet it referred here But if not. I think that I owe 
it to the committee at least to have a communication sent to the 
spe iker, so drawn that it would be bg sch to this committee, relat ng 
to the same subject. I do not like to have this committee ignored in 
that way. I knew nothing about it until Saturday, and I did not 
get even then the contents of the communication. I just got a little 
excerpt that they were going to release this idea. I had no chance to 
consult the committee or to do a thing about it. 

I do not know whether that was just an oversi 
administration is new, or what. 

Secretary Werks. I myself am not acquainted with the facts, nor 
am I competent to comment on that particular action, Mr. Chairman. 

The CratrmMan. I am not going to take the time that my commit- 
tee should have, but I just want to say to you that as long as you 
say that you are a good tariff man and agree with me on that point, 
you and I can get along very well. There will not be any trouble about 
that. 

I want to thank you for your contribution here, and I will now 
ask you to submit to questions of the other members of the committee. 

Mr. Coorrer. Mr. Chairman. 

Mr. Secretary, IT hope you will allow me to congratulate you on 
the splendid statement you have presented to the committee and the 
helpful information you have given us. 

I invite your attention to page 4 of your statement, the second para 
graph from the top: 


rht or just that the 


Oo 


It is for these reasons that I was among those who recommended to the Presi- 
dent that he request Congress to avoid fundamental changes in the trade-agree- 
merit legislation at this time. 

That was your considered judgment at the time you made that 
recommendation to the President ? 

Secretary Werks. It was. . 

Mr. Cooper. It is still your considered judgment on that point? 

Secretary Weeks. That is correct. 
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Mr. Coorrr. Then next to the last paragraph on the same page: 


Under these conditions I feel sure it would be unwise and premature to take 
any action to modify the present legislation. 


That was your view at the time you made your recommendation to 
the President, and still is the position that you take? 

Secretary Werks. That is correct. 

Mr. Coorer. Mr. Secretary, I would like to invite your attention 
to an - lress by Samuel W. Anderson, Assistant Secretary of Com- 
merce for International Affairs, before the Export Managers Club, 
New York, March 17, 1953. I quote this statement which appears 


about the middle of page 5: 

The integration of the Western World, the whole movement toward closer 
and closer economic, commercial, and political ties in the western part of the 
world, the whole trend of development in this country and abroad, especially 
in those countries which are far behind the United States in their economic 

development, suggests that there is sound reason why the 
in wh people and, indeed, the Western World as a whole, will 
be far better served by a rather wide expansion of international trade 


Do you agree with that statement ? 

Secretary Werks. Mr. Chairman, I will answer the question in 
this manner: that I believe in trade. I want to see more trade. 
Trade is | rically the medium of converse between the nations, 
and trade is good. That is what I am supposed to be in Washington 
for, p! ii "O on trade and domestic production 

v ] hat I hope we can export more goods and 
level of trade in and out of this country. 
‘hen you think that is a sound statement made by 
‘eEKS. This is the first time, Mr. Congressman, that I 
tatement. I should want to read it, carefully. As 
I listened to you and as I look at it here, I do not take issue with it. 

Mr. Coorer. All right, thank you. 

Mr. Secretary, I invite your attention also to an address by the Hon- 
orable Samuel W. Anderson, Assistant Secretary for International 
Affairs, United States Department of Commerce, at the annual 
meeting of the American Cotton Spinners Association, in the Pea- 
body Hotel, Memphis, Tenn., Friday, May 1, 1953, 11 a.m. On page 
3, the second paragraph of that speech 


We hear much today about “trade, not aid.” Perhaps a more accurate way to 
put it would be “Balanced trade and more investment instead of aid.” If we 
are, as the President has said, resolved to reduce progressively, and ultimately 
largely to eliminate, unrequited American assistance, it seems to me obvious 
that we must choose between balancing our international trading position at a 
relatively high or at a relatively low level. If we prefer not to permit our 
friends abroad to sell larger quantities to us or if they are unable to do so on 
a truly competitive basis in the absence of high protection, then we must face 
a lowering of our exports 

If, on the other hand, we consider it to be more in our national interest to 
adopt a trade policy which will permit a fairly high level of exports of agricul- 
tural crops, of crop surpluses, and of products of our factories, then we must 
certainly face the necessity of doing what we properly may to widen the oppor- 
tunity for the sale of materials and goods in this market from abroad. 


Are you in agreement with that statement by Secretary Anderson? 
Secretary Werks. In a general way. 
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Mr. Cooper. Then, Mr. Secretary, on page 5 of that same speech, 
at the bottom of that page, I read to you as follows: 

As the so-called Bell Report so clearly brought out, we have now reached 
the stage in our history where we must be mature enough to construct our eco 
iomic policies in the interest of the Nation as a whole and abandon, however 
mainful it may appear to be in certain cases, the writing of such policies on the 
hasis of interests of individual sectors of our economy. 

Are you in agreement with that statement of Secretary Anderson ? 

Secretary Werks. Not entirely; no. 

Mr. Coorrr. You do not agree with that ? 

secretary Weeks. Not entirely. 

Mr. Coorrer. Are you familiar with the Bell Report? 

secretary Werks. No: I am not. 

Mr. Cooper. You would not care to comment on that, then ? 

secretary Weeks. No. 

Mr. Coorer. Then, Mr. Secretary, this final question, if I may, 
please, sir: OF course, as Secretary of Commerce, you are the responsi- 
dle official of the Government interested in the welfare of business 
re ut the countr y. 

Secretary WEEKs. That. I believe, is what I am here for, sir. 

Mr. ( ‘ooperR. Then, is it your best judgment that the extension of 

b } 


the present Trade Agreements Act for 1 year as recomme} i | ne 


President is in the best interests of the business of this count y 4 
Secretary Weeks. It is, if we go ahead with this very careful, 
thoughtful study that is proposed. I certainly agree that we ought 
to go ahead and make the study and carry on with the status quo for 
| veal 
Mr. Coorer. Then, as you have so well pointed out in your splendid 


statement presented to the committee, you think it is in the best 
interests of the business of this country to allow the status quo to 
continue for the 1 year while this study is ben o made so that action 
may then be taken based upon the benefits derived from that study ? 

Secretary Weeks. I do, Mr. Congressman. 

Mr. Coorer. Thank you. 

The Cuatrman. Just to keep the record straight—this is nothing 
in relation to your appearance here, Mr. Secretary—I have just learned 
that the message sent by the President to the Speaker and to the Vice 
President relative to this Commision to study the tariff situation and 
the trade situation, was referred to the Finance Committee on the 
Senate side. That would indicate that we have deliberately been 
bypassed as a committee on this side. 

Mr. Jenkins will inquire. 

Mr. Jenkins. Mr. Secretary, I am glad that you two gentlemen 
agree on one proposition, anyhow: that you are both protectionists, 
end I want to join that fraternity. I think I am qualified. 

I am not going to ask you any question, Mr. Secretary, but I am 
going to ret ad a little adve rtisement that appeared in one of the lead- 
ing weekly magazines of the Nation just yesterday. I clipped it out 
this morning. This is put out by a big manufacturing company, but 
I will not mention the name of that company because that would be 
some politics, maybe. Here is the heading of the article: “Ghost 
Towns Pay No Wages.” 

In the West are towns that used to be busy and bustling, now without a soul 
in them and with buildings falling apart. The companies that kept them busy 
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stopped making a profit. There were many reasons, some of which eouldn’t 
be helped, but the one fact common to all dead towns, dead companies, dead 
industries, is failure to make a profit; and no profits, on companies; no com- 
panies, no jobs. And not only do the miners and factory workers lose their jobs, 
but also the grocers, the hotel keepers, and even the sheriff. 

It is everybody's worry that the factories, on which we all depend in the long 
run, continue to make a profit. There is no fun in a ghost town. 

That is all, Mr. Chairman. 

The CHarrman. Mr. — on, do you wish to inquire? 

Mr. Simpson. Mr. Weeks, I p jut this bill in because at the moment 
I put it in there had been nothing come from downtown indicating 
the wishes of the administration other than a statement made earlier 
by the President, and i put it in at a time when, except for your Mr. 
Anderson, so far as I] know, there had been little by way of public 
comments made by the administration spokesmen as to this question 
of renewing the Reciprocal T a Agreements Act. 

The basis for my bill was the very statement of the President which 
you cite in support of your position. I well recollect being in the 
House on the day of the joint session when, as the record discloses, 
the President said: 

further recommend that the Congress take the Reciprocal Trade Agreements 
Act under immediate study and extend it by appropriate legislation. 
The record discloses there was applause at that point, in which I did 
not yon. 

The next sentence is: 

This objective must not ignore legitimate safeguarding of domestic industries, 
agriculture, and labor standards. 

And I did applaud. 

Now we have before us administration spokesmen agreeing to the 
first part of the President’s request at that time, and opposing all the 
rest. Why the change’ Why do you disregard the second part of 
the President’s request at that time ? 

Secretary Weeks. Mr. Simpson, I do not think I have changed. 
I am simply suggesting, in view of all the ramifications of this whole 
picture, that we have a little time to have a good look at this picture. 
I am as anxious to do what the President suggested in the second part 
of that recommendation as you are. 

Mr. Srupson. Yes, I know that, and I believe it. So why do we 
not do it? 

This commission, to which there has been considerable reference, 
will make a report to the President, to the public, and to this com- 
mittee. I think we are in agreement that getting this legislation 
started after the end of the special commission’s report depends upon 
action by this committee, does it not? 

Secretary Werks. As to getting the commission started ? 

Mr. Smrpson. Getting the final ‘legislation, if they recommend legis- 
lation, getting that legislation depends upon this committee’s activity. 

Secretary Werks. I would say so, if I understand the question cor- 
rectly, 

Mr. Stimpson. Do you mean to say that this committee should accept, 
without reservation, the recommendations of the special commission ¢ 

Secretary Wrrxs. Not by any means. I think you would normally 
take the recommendations and bring your own final judgment to bear 
on what action you think ought to be taken. 
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Mr. Suupson. But we will not have the advantage of having the 
same testimony before us that the special commission will have had, 
unless we at that time decide to take an equal length of time to still 
further study the matter. 

se retary “WEEKs. Would there not be representatives from both 
yrranches of Congress on that commission ¢ 

Mr. Simpson. There j s no indication that ;: Lyone from this com 
mittee would be on the specia } COMM USSION. There is no indicatio 
on that point vhatever. The Foreign Affairs Committee will have 
jurisdiction of | the resolution. 

Secretary Weeks. Who appoints the members of the commission ? 

Mr. Simps ww. I do not have the resolution before me. In fact, 
has not been introduced as vel. 

The CuarrmMan. It is just aletter. It is not a resolution. 

Mr. Stmpson. Mr. Weeks. what could this commission recommend: 
what possibilities are there for it on the tariff question? Either to 
raise the tariff or to lower it? What other possibility is there ? 

Secretary Weeks. To answer that question, which I cannot do 
directly, you vo into the whole realm of all the angles to this whole 


] 


picture, involving trade and aid, security, the agri cultur: il picture 
[ do not think that there has been any real study of this whole situa 
tion yet, and I think it is time we gave it a good look at. 

Mr. Simpson. Then a con lusion is to be ren hed by this speci lé ul com 
mission. What can that COMMISSION rea h by wav of cone lus} on so fal 
as tariff is concerned, other than that our tariffs are too high and 
should be reduced, or that t they are too low and should be increased 4 
What other conclusion could they reach? 

Secretary Werks. Oh, I suppose they would study the question of 
tariffs and study the question of whether or not the whole process be 

carried on as it presently is, by reciprocal trade agreements. They 
wen study the question of countervailing duties—and, by the way 
you will have noticed the Treasury announced that one such would 
be made applicable shortly in respect of the Uruguayan wool-top 
situation. It would study the question of countervailing duties, the 
question of import restrictions, all in line with what the necessities 
from the standpoint of security and welfare are, as far as this country 
is concerned. 

Mr. Srupson. Do you see a possibility that such a commission might 
recommend to this committee that certain areas of our economy should 
be abandoned ? 

Secretary Werks. I certainly would not think that that would be, 
you might say, one of their recommendations. 

Mr. Simpson. No. But do you see a possibility that they might 
conclude that, in order to help certain foreign countries with their 
exports, in order to find a market for them, we should go out of the 
production here of textiles. for example, or of pottery, or of bicycle 
manufacture, or any one of a dozen others I can name? 

I refer ta the very industries that today come before us and tell 
us that right now they are in serious financial status. Do you see 
a possibility that this committee might go along with the Bell report 
recommendations and urge that we get out of certain fields tradition 
ally ours? 

Secretary Werxs. Of course, in a sense, even to comment would be 
to prejudge the work of the Commission, but as far as I personally 
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am concerned, I do not visualize the Commission as coming with rec- 
ommendations that we just plain out-of-hand abandon an industry 
in this country. 

Mr. Simrson. You will agree with me that the physical makeup 
of the Commission is of importance; that the personalities who are 
named to the Commission are of importance in determining the kind 
of report that is furnished ¢ 
Secretary Werks. It makes a substantial difference, of course, but in 
the final analysis, the Commission has no power. The power resides 

your committee. 

Mr. Srwpeson. That gets us back to the other end of the circle, 
namely, that it has to come to this committe, which is called upon to 
take final acti 

Secretary Wi mks. That is correct. 

Mr. Srwpson. I note with respect to petrole um, lead, and zine, you 
suggest that we should do nothing in behalf of those producers, for 

‘ 1ely that they have not exercised the rights for pos 
. relief under the terms of existing law, and therefore they should 

t come to Congress for specific relief. That is right, is it not? 

Secretary Wrrxs. M ——e has been that in view of what I 

ler the desirability of maintaining the status quo, they pursue 


CONS Tae 
the remedies offered in the statutes now on the books. 

Mr. Suwpson. I would like to explain that on the basis of the state 
nents made by those industries or by peop le with whom I have been 
in consultation, their statement is that if they had the advantage and 
benefit of every possible relief available under existing law, there 
would still be such a spread for that, for example, the coal miners in 
Pennsylvania could not hope to go back to work, and so on. In othe 
words, there is not enough relief available through the relief provi- 
sions of the trade-agreements law to materially benefit them. 

Secondly, I am sure, as a manufacturer and businessman, you have 
known how woefully slow and long the people charged with the ad- 
ministration of the escape clause have been in the past, and how 
exceedingly difficult it has been to get any relief under the provisions 
of the Trade Agreements Act. Are you familiar with that at all? 
Have you ever had occasion to go to them for relief ? 

Secretary Weeks. Not personally; no. 

Mr. Srwpson. You are fortunate. Many of your neighbors were 
not so fortunate, and they are in here complaining that on most legiti- 
mate claims, the administrators dragged their feet a full year, as per- 
mitted by law, and raised every obstacle to giving them relief. 

I am not persuaded an iota from my belie f that if we simply extend 
this act we are utterly disregarding ‘the President’s objective, which 
is to provide legitimate safeguarding of domestic industries, agri- 
culture, and labor standards. We are giving time. We are playing 
a delaying action, during which time, if I were a foreign exporter, I 
would be very nervous, because they must know that eventually the 
matter has to come to this committee. Knowing the committee as I do, 
we are not given to snap judgments just because some committee 
or some individual tells us what we must do with respect to safe- 
guarding American industry, which is our obligation as it is yours. 

I think, with Mr. Reed, that anything we do to weaken this country, 
to throw our men out of work, is going to make us a laughingstock 
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abroad, and is going to defeat the principal purpose, which is to 
keep our country strong if we are to maintain our assumed obligations 
abroad. 

I think it is foolish to throw away our market here just to give some 
fellows work elsewhere, after we have built up good, healthy indus- 
tries, with all the safeguards we have for our American workingman. 
I just cannot see it at all. 

Secretary Weeks. Mr. Simpson, I must say as far as the Commerce 
Department is concerned, we are naturally, by the basic law, concerned 
with foreign and domestic commerce. We had last year, I think, about 
seven and a half billions of exports, excluding military supplies, and 
about two billions of imports. That is of manufactured goods that I 
am talking about. 

We have been making studies. I have some thoughts which I am 
not prepared to discuss yet, because I have not completed the studies. 
We have some studies in progress that I think are going to be helpful 
in the work of this commission, if it is established, and in the work 
of your committee as we bring our thoughts to a conclusion. 

I am optimistic that we can do this job of promoting foreign com- 
merce and not subjecting our domestic industries to disastrous com 
petition. Fair competition, but not disastrous competition. 

Mr. Srupson. But we have a near disastrous situation today, and 
that is the point of my bill. We have that near situation, according 
to the testimony, in a great number of industries, not the largest ones, 
but collectively they represent some millions of employees. We have 
that near situation today. 

So I say, go ahead with the studies. I do not care about that. But 
give the relief right now. Protect what we have. Next year do 
something else if we have to. 

You mentioned lead, and I am going to go back to that once again 
Out in the State of Utah, in 1940, there were 212 mines shipping ore 
to mills and smelters. The price of lead at that time was around 19 
cents a pound, and it is now 11 and 12 cents. The cause of the price 
break was dumping of low-wage imports on the American market. 
Imports jumped from 264,000 tons in 1951 to 634,000 tons in 1952 
The number of mines has dropped down until there are only half 
dozen operating profitably today, and some thousands of people are 
out of work, in an area that relates closely to our national defense and 
in an area where I think we have to do something, if for no other rea 
son than our own defense. 

I would like to give them relief right now. Another year from now 
may be too late. 

I wish very much that you gentlemen of the Cabinet would consider 
your recommendations for a special commission, extension of the 
Trade Agreements Act, but then go back to what the President asked 
for when he took office, and give them right now legitimate safeguard 
provisions for domestic industry, and certain parts of my bill will 
do that in a procedural way, in part, and I think it is desirable. 

The CuatrmMan. The gentleman from Pennsylvania, Mr. Eberhar 
ter, is recognized. 

Mr. Esernarrter. Mr. Secretary, first I want to say that your open 
ing remarks I consider very appropriate and quite statesmanlike. 
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I notice on the first page of your opening statement, in the fourth 
paragraph, you say: 

The tariff and trade policy of the United States is a single phase of our overall] 
foreign economic policy. 

Is that not the whole phase of the foreign economic policy ? 

Secretary Werks. I would not say so. 

Mr. Esernarrer. You put the wording “foreign economic policy.” 
Is not the tariff and trade the entire economic policy ¢ My point is 
that it is a single phase of the foreign policy, but it is the total phase 
of the economic foreign policy, is it not? 

Secretary Weeks. I would not say so, Mr. Congressman. One of 
the major items under discussion and study is the hope that, after 
developing a favorable climate abroad, we may encourage the invest- 
ment of American funds in foreign fields where those ‘funds can be 
profitably and suitably employed. I think that is one of the real major 
phases of what we are trying to work out. 

Mr. Esernarrer. It also takes in grants as part of the foreign 
economic policy ¢ 

Secretary Wrexs. It seems to me the grant end of it is more in line 
with defense policy than it is directly with economic policy, as I con- 
ceive the economic policy which we in Commerce are attempting to 
study. 

Mr. Erernartrer. Of course, it is part of defense, but it is part of 
the economic foreign policy, or foreign economic policy. The loans 
also are part of foreign economic policy ? 

Secretary Weeks. That is right. 

Mr. Esernarrer. AsI understand it, Mr. Secretary, the Tariff Com- 
mission jurisdiction extends only over the subject of tariffs and auctas, 
and so forth, without any regard whatsoever to the effect on the foreign 
policy or foreign economic policy. 

Secretary Weeks. That is right; yes. 

Mr. Esernarter. So the Tariff Commission does not have any par- 
ticipation whatsoever under its present procedures in the foreign eco- 
nomic policy of the United States? 

Secretary Werks. That is correct, as I see it. 

Mr. Esernarrer. In considering and rendering its recommenda- 
tions, which it would have power to do under this act and which it 
would have power to force compliance with under this act, they would 
have no consideration whatsoever to foreign economic policy? 

Secretary Weeks. I do not think they would. They consider spe- 
cific problems that come up to them under peril-point or escape clause 
act’on. 

Mr. Erernarter. That is the point I wanted to make. The Tariff 
Commission would disregard entirely the foreten eeoom > nolicy. 

Secretary Werks. I would say so, as an overall pr oposition. 

Mr. Erernarter. Mr. Secretary, of course, it ic 9 rotter of I 
that this policy of reciprocal-trade agreements was first eeaienet 
and first proposed by Secretary of State Cordell Hull. 

Secretary Werks. I think, Mr. Congressmen, it was first suggested 
by President McKinley about 50 years ago, was it not ? 

Mr. Enrruarrer. Cordell Hull is the one who really gets credit for 
it. Because of the perseverance and the manner in which it was pro- 
posed to the Congress of the United States and accepted, we generally 
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give credit to Cordell Hull, when he was Secretary of State, a former 
member of this committee. 

Mr. Simpson. So was McKinley, incidentally. 

Mr. Enernarrer. There are some mighty good things about Presi 
dent McKinley, too. 

At that time, Mr. Secuniany, in the wisdom of the Speaker, in spite 
of the fact that 1t was intros luced by the Secret: Lr'y of State, the sub 
ject was referred to the Committee on Ways and Means. Is that 
correct ? 

Secretary Weeks. I guess so. I cannot directly answer the question. 
[do not know. I presume it Was. 

Mr. Evernarter. The act was adopted in 1954, and since then it 
has been renewed seven times. You are familiar with that fact ¢ 

Secretary Werks. I know it has been renewed. I could not have 
cuaranteed that it was renewed seven times. I know it has been 
renewed, 

Mr. Esernarrer. That is in the official record, Mr. Secretary. Of 
course, I cannot expect you to know that. 

This committee has had jurisdiction over it for 19 years, during 
which repeated hearings we ave been held. You know that, do you not? 

Secretary Weeks. Yes, s 

Mr. Exernarrer. Do you think it, then, the part of wisdom to take 
the jurisdiction from the Committee on Ways and Means and put it 
in the jurisdiction of another committee which has no jurisdiction 
over domestic industry whatsoever ? 

Secretary Weeks. I would not think that the suggestion made—you 
are referring to the commission, I believe, that has been propose hao 

Mr. Esernarter. No. I am referring tothe Committee on Foreign 
Affairs of the House of Representatives. The subject has been under 
the jurisdiction of the Committee on Ways and Means. The Foreign 
Affairs Committee of the House of Representatives has no jurisdiction 
whatsoever over domestic industry. Do you think it wise to take the 
jurisdiction from the Committee on Ways and Means of the House, 
which has had it since its inception and during its renewals seven 
times, taking the jurisdiction away from this committee and putting 
it in the hands of the Committee on Foreign Affairs, which has no 
jurisdiction over the domestic industry of this country ? 

I think that question is answerable. Or if you care not to express 
an opinion, let me have that answer. 

Secretary Weeks. Mr. Congressman, I do not think I can properly 
even make a suggestion to a House committee as to where legislation 
ought to be referred. 

Mr. Esernarter. That answer is quite satisfactory, Mr. Secretary. 

I think you will agree that in order to get more export trade, we 
vill have to accept more import trade. 

Secretary Werks. If you are going to have more export trade, if 
presumab ly has to be paid for some way, either by more imports or 
more aid or more tourist travel or more foreign investment, or what 
not. If you are going to sell goods abroad, you have to be paid some 
way or you stop se ling them, naturally. 

Mr. Evernarter. In other words, Mr. Secretary, if we do not accepi 


more imports into this country, we will have to make un the balance 
by grants, by loans, or by foreign travel or by some other method. 
we want more export trade? 
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Secretary Werks. Again, Mr. Congressman, I would say that if you 
want more trade and expect to get paid for it, there are a variety of 
ways by W hich you Call be paid, 

Mr. Esernarrer. Is it a choice between more imports, or grants 
or loans or foreign travel 4 

Secretary \\ EEKS, If you are going to be paid, it is a choice of 
taking 1 or all of the 2 or 3 different avenues, naturally. 

Mr. Exernarrer. I am sorry, that is not responsive to my ques- 
tion, Mr. Secretary, but if you do not want to answer it, that is all 
right with me, too. You have not said that we should have more 
imports into this country this morning yet, have you? 

secretary Werks. I do not know that [ have specifically. 

Mr. Eneruarrer. You do not want to say so, do you, Mr. Secretary ¢ 

Secretary Weeks. If I thought it was applicable to the point in 
question, I would be glad to; but I do not see that it has any rela- 
tionship to what we are discussing, if I understand your question 
correctly. 

Mr. Envernarrer. In other words, you ras not see where greater im- 
port into this country has any relevancy to the question of reciprocal 
trade agreements ¢ 

Secretary Werks. As I understood your question, you said to me—— 

Mr. Enernarrer. Do you understand it now ? 

Secretary Werks. You said to me if we are going to sell more 
goods abroad, how are we going to be paid—in imports or in some 
other manner ¢ 

Mr. Exsernarrer. That is right. 

Secretary Werks. I responded that there are several ways in which 
you can be paid: More imports, more aid, more foreign investment, 
or what not. 

Mr. Eseruarrer. Would you repeat the question T just asked ? 

(The question referred to was read by the reporter as follows:) 

Mr. EBeERHARTER. In other words, you do not see where greater imports into 
this country has any relevancy to the question of reciprocal trade agreements? 

Mr. Exeruarrer. Can you answer that, Mr. Secretary ? 

Secretary Werks. Will you read it again, please ? 

(The question referred to was again read by the reporter.) 

Secretary Werks. I do not mean it in exactly that sense, naturally. 
Of course, it has rune: But again, if I may say, you asked me, 
as I understood it: “Suppose we want to sell more goods abroad. 
Do we have to get ae in more imports?” And I said we can be paid 
in more imports or in several other methods. If we sell a lot more 
goods abroad, presumably we will buy more. We have to be paid 
In some manner, 

I cannot answer the question any other way that I know of, Mr. 
Congressman. 

Mr. Esvernarrer. I think you have made yourself fairly clear now, 
but I do not think you tried to, if you will pardon me, Mr. Secre- 
tary, in the first instance. 

I want to ask you about the address made by the Assistant Secretary 
of Commerce for Laoenetiaee ul Affairs, Mr. ye W. Anderson, on 
April 23, 1953, before the National Council of American Importers, 
at the Astor Hotel, New York City. In that prepared statement, 
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at least in the release coming from the United States Department of 
Commerce, the Office of the Secretary, Mr. Anderson said: 


As importers, you have frequently expressed dissatisfaction with the presently 
vritten “peril point” and “escape lauses, which certainly do impose . 
ipon an expansion of our import trac 1 means of affording protect 
domestic industries. You have frequently told us, furthermore, that the “escape’ 
ause has a tendency to discourage our friends abroad from 1! king the rea 
nd expensive effort necessary to promote their goods in the American mat 
n competition with domestic production 
I think the validity of this last contention is not questioned by any sopl 
cated observer. Furthermore, it seems quite obvious that th the reciproca 
riff reductions which have been negotiated nce 1945, there is not, as we 
, very much more “mileage” left in the presen If the Congress, therefore 
nds the act as the President has requested, | ould not expeet it to be a 
ijor factor during the l-year extension in influencing the volume of 
mport trade 
Nevertheless, its very extension at this time seems to me clearly to put the 
worl on? tice that the 1 ited States does not pro se to give 1" round n 
he liberalization of foreign trade which has been won over the last 19 rs 


since 1934. 


Does that statement express the views held by you, Mr. Secretary? 

Secretary Weeks. In some respects it does. ‘I would not say that 
it does in all respects. ; 

Mr. Exernarrer. You say that it does? 

Secretary Weeks. I would not say that it does in all respect 

Mr. I BERHARTER. ‘] hen spec fir ally, i [r. mecretaryv, do you agre 
with this statement—— i 

Secretary Weeks. To v0 back to where you started to read, “As 

mporte I's 5 ul have frequently expressed dissatisfaction,” that is a 

statement of opinion, and there is not any occasion for a difference 

of opinion on that. I think the importers have expressed dissatisfac 
tio As far as I am concerned, in any statements I have made ove 
the years and any opinion I have had, I have been in favor of the 
“peril point” and “escape” clauses. 

Mr. Ernernarrer. But it says immediately following that, Mr. 
Secretary : 

I think the validity of this last contention is not questioned by any sophisti 
cated observer. 

Of course, that sort of limits it, you know, when you put that word 
“sophisticated” in there. 

Secretary Weeks. I did not get that, sir. 

Mr. Evernarter. I say, there is a sort of limitation there when he 
says the validity of their objections is not questioned by any “sophisti- 
cated observer.” 

Secretary Weeks. Mr. Anderson is sitting here, if you want to ask 
him. I think what he means is that foreign exporters in this country 
have probably been troubled by the “escape” clauses. From their 

standpoint, they see a lack of stability, so to speak, in developing a 

market. They are not sure whether or,not the market will be there 

when they have developed it, usually at some expense. 

Mr. Esernarrter. Mr. Secretary, he says the validity of their con- 
tention is not questioned. 

Secretary Weeks. That is indulging a little in semantics. He is 
here. He can tell you how he meant that, if you want him to. 

Mr. Esernarter. Is that one of the occasions when you make a 
speech in order to please the audience, you know ? 
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Now, I want to ask you specifically : 

The United States does not propose ot give up ground in the liberalization of 
foreign trade which has been won over the last 19 years since 1934. 

Is it the policy of the Office of the Secretary of Commerce, under 
that statement, not to give up any liberalization ‘of foreign trade which 
has been followed? Will you read that last sentence the re? Read 
that, Mr. Secretary, will you? 

Secretary Weeks (reading) : 

Nevertheless, its very extension 


is that what you mean ¢ 

Mr. Esernarrer. Yes, sir. 

Secretary Werks (reading) : 
at this time seems to me clearly to put the world on notice that the United States 
does not propose to give up ground in the liberalization of foreign trade which 
has been won over the last 19 years since 1934. 

That naturally infers an extension to be granted by the Congress. 

1 do not understand what question you are asking me, Mr. Con 
gressman. 

Mr. Erruarrer. It seems to me that that statement is a denial that 
the United States policy will change so that we will heighten our 
tariff barriers. hat is a denial of : Lp olic Vv of higher tar iffs, 

Secretary Weexs. I would not read it that way. I think what he 
intended to say is that we carry on for a year, just maintaining the 
status quo, as I pointed out this morning, in order to study the 
problem. 

Mr. Esernarrer. Should I ask Mr. Anderson that? Do you want 
to answer that, Mr. Anderson ? ’ 

Mr. Anprrson. Delighted, sir, if you wish. 

What I had in mind there, Congressman, was simply if the Congress 
sees fit to extend the act in its present form for 1 year, it seems to me 
that clearly puts the rest of the world on notice that for that 1- -yea 
period we do not at this time propose to give up ground in the libe vali- 
zation of trade which has been made pursuant to the negotiations 
under the act during the last 19 years. 

Mr. Esernarrer. Thank you. 

Mr. Anverson. Of course, it is contingent upon the action on the 
part of the Congress in extending the act. 

Mr. Esernarrer. I am sure that your statement this morning will 
give quite a bit of comfort to the advocates of high tariff. 

Mr. Anperson. I would not have spoken if it wouldn't. 

Mr. Esernarrer. Your statement this morning sort of softens the 
implications of the statement you made in that speech, in my opinion. 

Thank you, Mr. Anderson, and thank you, Mr. Secretary. 

The CuatrmMan. Mr. Kean will inquire. 

Mr. Kean. Mr. Secretary, do you censor every word said by any 
of your subordinates when they make a public statement ? 

Secretary Werks. I certainly do not, and I do not want “yes” men 
around me, either. 

Mr. Kean. You are not responsible for every word that your assist- 
ants say. You appoint good assistants, and you let them express 
their views. In case they are generally in accord with your views, 
you are satisfied. 
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Secretary Werks. Yes, sir. 

Mr. Kean. Mr. Secretary, has the Department of Commerce any 
figures on the number of American citizens who make their living 
from the export business? Figures were put into the record a while 
ago stating that it was one million six, but in that they did not include 
any people in agriculture. 

Secretary Weeks. Mr. Anderson suggests that it is pretty difficult 
to get figures, but we certainly can make a stab at it. 

Mr. Kean. Do you have any estimated figures? The statement was 
made here before the committee that the people that were complaining 
that the low tariff was injuring their business and their employment 
represented about 3 to 4 million people, and then the statement was 
also made that leaving out agriculture, the export people who were 
affected and got jobs through exports amounted to only 1,600,000. 

Mr. Anperson. We have been working, sir, on some estimates in 
this field which are extremely difficult to develop because of the in 
commensurable nature of the data. I would like, if I may, to offer 
to put what we can into the record on this subject. 

One of the most difficult aspects of it, incidentally, is the agricul- 
tural part, which represents a very large sector of our export trade, 
and then carrying that down into such things as shipping and dock 
workers and transportation and banking personnel, and things of that 
sort, makes the job nothing better than an intelligent guess, but we 
will try to put something in the record. 

Mr. Kean. It seems to me it is a very valuable thing for this com- 
mittee to know. 

Mr. Anpnerson. We agree with that. 
(The information referred to follows :) 


ESTIMATED EMPLOYMENT ATTRIBUTABLE TO FOREIGN TRADE 


There is no regular reporting system to any of the Government departments 
on the number of persons dependent for their employment on foreign trade. In 
supplying figures on this subject, it is, therefore, necessary to resort to estimates. 
The Treasury, Agriculture, Commerce, and Labor Departments have agreed 
on the methods used in preparing these estimates for the use of the committee 
and have participated in the preparation of this statement. The figures which 
follow were furnished by the Department of Agriculture and the Department of 
Labor. 

An estimate of the number of nonagricultural employees engaged directly and 
indirectly in production or service for export markets in 1952 has already been 
reported to the committee by Secretary of Labor Durkin as over 2 million people 

Secretary of Agriculture Benson has indicated to the committee that about 10 
person of farm income is due to our export of farm products. The Bureau of 
Agricultural Economics of the Department of Agriculture places total farm em- 
ployment in 1952 at 9,758,000 persons. It is especially difficult to estimate farm 
employment directly attributable to exports. Taking these figures in combina- 
tion, however, it would appear reasonable to conclude that the incomes of about 
976,000 persons employed in agriculture, either as farm operators or as paid or 
unpaid farm production workers, are derived from agricultural exports. 

As regards employment arising out of the handling and processing of im 
ports, the Bureau of Labor Statistics of the Department of Labor has prepared 
preliminary estimates showing: That in 1952 approximately 450,000 workers 
were engaged in ocean transportation, wholesale and retail trade, domestic 
transportation, warehousing, and insurance connected with bringing imports 
to this country and distributing them; and that about 800,000 workers were 
directly involved in 1952 in the first processing of imported materials—that 
is, in working up imports which came into this country either as raw materials 
or as semifinished goods. This figure does not include the very large volume 
of employment which is involved in the later processing of imported materials 
or which is technologically dependent on imports. 
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rhe figures above may be summarized as follows: 


Estimated employment in 1952 attributable to foreign trade 
Ex] 
Nonng tural employees 2, 150, 000 
Agric l orkers 976, COO 
Imports 
I nsportatio nd distribution £50, 000 
Ma wturing R00, OOO 
ota t, 3876, OOO 
NOT ! figu bject t ey n, % time has not been available since the 
I I t ‘ ‘ i ¢ I tes 

Mr. Kean. Mr. Secretary, the first witness for the Simpson bill 
! hire led that ther than increase ou exports, the thing for us 
to ado Was t iecrea our exports in order to meet the dollar gap 
which he recog Zed WAS th lnportant matter. 

I have already asked mecretary Humphrey what he thought ot 
that, but I would like to ask you, as Secretary of Commerce, who are 
cle sionated to encourage trade, both domestic and foreign, to tell me 
what would he the result on the pros perity and employment of labor 
in this country in veneral, of such a policy, the decreasing of general 


foreign trade by trying to pull our exports down to our imports, 
rather than trying to pull a our imports, shipping, and the various 
things that you mentione to Mr. Eberharter, in order to balance trade 
that way / 

secretary Weeks. Mr. Kean, I do not know how you would do it 
unless you put export restrictions on people who make things. If 
they see a market for them abroad, they are anxious to sell the things 
that they make. To put arbitrary restrictions on exports, I do not 
know just how you would do it. 

In any event, I do not think it is desirable. I think our goal 
should be to increase trade. 

Mr. Kean. What would happen if we did decrease our exports in 
general? Would it not slow up business and make for more unem- 
ployment generally in this country, if the amount of business done 
generally was slowed up ? 

Secretary Weeks. Naturally, if an industry, we will say, which is 
shipping abroad, such as agricultural implements or whatnot, is 
shipping abroad, say, 10 percent of its total production and in some 
cases I guess it is higher—naturally if you cut off that export market, 
the industry is going to be seriously affected from every standpoint— 
employment, earning capacity, and so on. 

Mr. Kean. It would mean that less business was done in this coun- 
try, less dollars were turned over, and generally it would affect the 
whole American economy and result in less people employed, smaller 
payrolls, and everything al over the country; would it not? 

Secretary WEEKs. Naturally, and that is where you are on the horns 
of a dilemma. You cut down exports, and you set back production 
in those products that are exported, and you increase imports, and 
you may set back domestic production in the products you import. 
Your studies must tend to indicate a method of enabling you to try 
to operate successfully in both fields. 

Mr. Kean. There has been a little direct talk here by the adminis- 
tration people who have come up, with reference to the thing which 
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S specifically before the committee today, which is the S mpson | ill. 
You mentioned in your written statement the question of the zine, 
lead, and oil. But the key point mn — ee bill is the fact that 
the tariffmaking provis ions under the bill, it seems to me, are removed 


from the President’s jurisdiction over to the jurisdiction of the Tariff 
Commission. Of course, as was brought out when Mr. Eberharter wa 
inquiring, the Tariff Commission does not have the access to the in 
formation with reference to the foreign situation and the mplicatio 
ot anything with reference to foreign trade and the economy of the 
foreign countries, and where the foreign countries are going to sell 
their evoods. 

It seems to me that perhaps in the past, too much attention has been 
given by the State Department, in the consideration of the tariffs 
the foreion policy ; that they were not giving enough attention to 
domestic industry. That is why we had the complaints about trade 
policy, — we had to put in the peril point and the escape clause. 


Now, it seems to me that under the Simpson bill, the pendulum 
a oing too far in the other direction; that under the —— bill the 
Tariff Commission would think only of the internal positio 1 of our 
iodine tries without considering the broad prospective implication on 
foreign relations, foreign trade, Iron Curtain, and all ion tre 
mendously Important prob ems which will bring to us the quest 


of our prosperity, employment in this cor ntry, and all that sort of 
thing. 

Do you not think that that is correct, as far as the Simpson bill 
is concerned, that it does swing too far in one direction ¢ 

Secretary Wrrexs. Mr. Congressman, there are 14 sections in the 
Simpson bill, as I understand it. The first two provide for a con 
tinuation for a year. 

lo the other provisions I have not given any thoughtful study, and 
] am not prepared, really, to dise uss them thi S morning. | onal vO 
either way on several of them upon further informati 

Mr. Kran. In other words, you are saying stantial like what the 
Secretary of State said yesterday : That a year from now he would 
not guarantee that he would not be in favor of certain provisions in 
the Simpson bill, and he just did not want to consider it at the 
moment, but wanted to postpone it for a year. 

Secretary Werks. That is the way I feel. I have read over the pro 
visions, and I can see some good and some bad in most all of them. 
I could go either way on further thoughtful study of them, but I am 
not prepared at this time even to give an opinion as to which way you 
ought to go. 

As I said before, I think that questions of any change in the law, 
unless some great emergency is indicated, ought to be deferred until 
this study is made. 

Mr. Kean. I hope the study will do some good, but this committee 
has studied the question of tariffs for a great many years. Probably 
three-quarters of the members of this committee have been on this 
committee for a good many years. It seems somewhat doubtful to me 
exactly what value we will ¢ get from a new study, however. 

Thank you. 

The Cuarrman. Mr. Camp is recognized. 

Mr. Camp. Mr. Secretary, I have thought your statement so far very 
good, but I do think we should get our “history straight a little here 
about who has been thinking of reciprocal trade on this committee. 
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The former great chairman of this committee, President McKinley, 
saw the need for reciprocal trade away back more than a half century 
ago. President Theodore Roosevelt advocated reciprocal trade. But 
it was not until 1934 that we actually made it a stated policy of an 
administration. 

You are aware of the surplus agricultural products that are now 
piling up in this country; are you not? 

Secretary Werks. Mr. Congressman, I am not qualified to discuss 
the agricultural aspects of this problem. 

Mr. Camp. I did not ask you to discuss it, Mr. Secretary. I just 
asked vou if vou were aware that we now have an alarming amount 
of agricultural products or a large amount of agricultural products 
which we have historically exported, that are now piled up in this 
country ¢ 

Secretary Weeks. Yes; I understand that is a fact. 

Mr. Camp. You know that is a fact; yes, sir. 

Secretary Werks. I believe it is. 

Mr. Camp. You are also aware of the fact that for almost a century 
our trade was balanced, and the balance of trade was in America’s 
favor by the exportation of some of our principal basic crops, such 
as tobacco and cotton. You are aware of that; are you not? 

Secretary Wrexs. Yes, I am, sir. 

Mr. Camp. Now, I would like to ask you this: Is it not true that in 
recent years the exportation of farm machinery from the United 
States has not only been one of our principal exports of manufactured 
goods, but with that machinery has gone to the countries which pur- 
chased it increasing agricultural productivity so greatly needed in 
this present situation that the world is facing ¢ 

Secretary Weeks. I think that is correct; yes, sir. 

Mr. Camp. I would like to follow that by asking you this question: 
Do you think that it is desirable that America should increase its 
export trade? 

Secretary Weeks. Do I think it is desirable ? 

Mr. Camp. Desirable and necessary for our economy, that we in- 
crease our export trade? I might say, bearing in mind the questions 
I have just asked, I include in that question the exportation especially 
of agricultural products and machinery that we manufacture. 

Secretary Weeks. I certainly think it is desirable that we increase 
our export trade. 

Mr. Camp. If we increase our export trade, we must expect it to be 
paid for; must we not ? 

Secretary Weeks. Yes. 

Mr. Camp. How can the world pay for it except in the ways Mr. 
Eberharter just mentioned: First, by selling us goods, or by loans 
made to the country by this country, or grants made by this country, 
or foreign travel from this country? Are those not the only ways 
they can pay for the goods? 

Secretary Weeks. They are the major ways. There are other in- 
direct methods. 

Mr. Camp. Those other indirect methods would not accomplish the 
desired object, would they ? 

Secretary Weeks, They would all be grist in the mill. They would 
all add up. 
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Mr. Camp. It would be a small part of the grist, though, would 
it not, Mr. Secretary ¢ 

Secretary Werks. Somewhat; yes, sir. 

Mr. Camp. Of the ways mentioned there—imports into America, 
ind the other grist, as you call some of it—which do you think would 
be the most desirable ? 

Secretary Weeks. Which of the four methods that you have sug 
vested # 

Mr. Camp. Yes, sir; which of those four methods would help our 
economy the most 4 

Secretary Werks. I think they are all desirable. 

Mr. Camp. Which would be the most desirable, in the measure of 
our economy : ‘To lend them the money to buy the goods with, to give 
them the money to buy the goods with, or to take goods from those 
countries / 

Secretary Werks. Aid is naturally the least desirable. 

Mr. Camp. That is right. 

Secretary Werks. Of the other three methods, they are all desir 
able. 

Mr. Camp. Do you think it would be desirable for this country to 
increase its export trade by lending the countries the money to buy 
the goods ¢ 

Secretary Werks. I think if you can balance the account by the 
investment of private funds, I believe in that. I do not want to see 
the Government in that business any more than it has to be. 

Mr. Came. You would not expect loans to be paid back if they 
did not have trade to get the money to pay it back with, would you? 

Secretary Weeks. Eventually, there would have to be some method 
of repayment. 

Mr. Came. Eventually, then, Mr. Secretary, it would all come right 
back to trade, would it not? 

Secretary Werks. Everything comes back to trade. 

Mr. Camp. That is it. It would be much better for us to make a 
separate trade agreement with countries on a reciprocal basis than it 
would to lay down one broad policy applicable to everybody; do you 
not think that is true? 

Secretary Weeks. Are you referring to bilateral agreements? 

Mr. Camp. I am referring to reciprocal trade agreements where 
a specific agreement is made with different countries, negotiated by 
experts, rather than to have one policy, one world-wide tariff policy. 

Secretary Weeks. If I understand the question, you are getting into 
the realm of “most favored nation” clauses, and that is an aspect of 
any study that I think ought to be given some attention to. 

Mr. Camp. I was not asking you a question like that, because I 
can understand why you would not want to answer it. My point was 
that by making these agreements with various countries, we have been 
able to take one product from one and another product from another 
in order to sell our own products. That takes a period of years. Do 
you know how many trade agreements we have? 

Secretary Weeks. I do not know how many. About 40. 

Mr. Camp. How many major countries are left that we have not 
made agreements with? 

Secretary Weeks. I understand from my associates here that there 
are two—Japan and Mexico to which did have a treaty but it has been 
rescinded. Those are the only two major countries. 
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Mr. Camp. So since 1934, almost 20 year's, we still have not been 


12 these agreements with all of the rest of the 


esstul in negotiati 
world. 

Secretary Weeks. We have none with the bloc countries, and Japan 
has, so to speak, come into the market only recently. I would say that 
as far as the agreements go, we have pretty well covered the water- 
front. 

Mr. Camp. To repeal all of these agreements and begin over would, 
In your opinion, take another long period? Or would it, in your 
opinion, take another long pel iod 2 

Secretary Weeks. You say to begin all over again ? 

Mr. Camp. Yes. To repeal these agreements that we have now 
made. 

Secretary Werks. I do not think anybody has suggested repealing 
the agreements that have been made, have they ? 


Mr. Camper. So the only thing to do would be to study the trade agree- 


ments and work out the problem with a view to our own economic 
condition 2 

Secretary Weeks. I think you would have to study what is now in 
effect, so to spe ak. 

Mr. Camp. That is right. 

Secretary Weeks. And decide whether you want to change it or not. 

Mr. Camp. I thank you. I think you covered the ground that I 
wanted to ask you about. 

1 would like to state before I finish that I think it is most expedient 
for us to begin at once doing anything in our power to increase the 
exportation of the surpluses that are now beginning to be appalling 
in some areas. 

Thank you, sir. 

The Cuarrman. Mr. Secretary, I would like to ask you if it would be 
convenient for you to return at 1 o’clock to give the other members 
an opportunity to ask some questions? 

Secretary Werks. To return when, sir? 

The Cnatrman: At 1 o'clock, if we should adjourn now. 

Secretary Werks. I will return any time you say, sir. 

The Cnamman. Would that be all right with you? 

Secretary Werks. Yes, sir. 

The CHatrman. All right, we will recess at this time until 1 o’clock. 

(Whereupon, at 12 noon, a recess was taken until 1 p. m., of the 
same day.) 

AFTER RECESS 


The Cuatrman. The committee will come to order. 
Secretary Weeks will submit now to examination, and I will recog- 
nize Mr. Boggs. 


STATEMENT OF HON. SINCLAIR WEEKS, SECRETARY OF COMMERCE 
OF THE UNITED STATES, ACCOMPANIED BY SAMUEL W. ANDER- 
SON, ASSISTANT SECRETARY FOR INTERNATIONAL AFFAIRS— 
Resumed 


Mr. Boaes. Mr. Secretary, Mr. Kean, about the time that we closed 
for lunch, directed some questions to you with respect to the number 
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of people involved in the export trade. I do not know whether you 
gave him an estimate on that question or not. Did you? 

Secretary Werks. We did not. I think we said we had some diffi 
culty in getting accurate figures, but that we had some information 
which we would be olad t ypul in the record. 

Mr. Boaas. The fore on commerce de partme nt of the Chambe1 
Commerce of the United States recently publi hed a pamphlet eC] 
titled “International Trade Policy Issues.” You are familiar with 
that study ¢ 

Secretary Weeks. I am not; no. 

Mr. Boaes. I am certain someone in your Department is familiar 
with it,though. Would you not think so? 

Secretary Weeks. I think so; yes. 

Mr. Bocas. It 1 


a very comprehensive study, and apparently in 
volved eonsiderabd 


e research on the part of this committee of the 
United States Chamber of Commerce. They publish fimures show 
ing for the year 1949 

Secretary Werks. Mr. Congressman, n y associates here are famil 
iar with that, if you want to inquire from them. 

Mr. 10 GS, Page 5S of their — 5 hows people emp loyed in non 
agricultural establishments depende upon exports. Then it woes 
on and lists these various items: 

The metal industry; fabricated metal products; machinery; trans 
portation equipment; stone; clay; glass; fuel; power; chemicals; 
lumber ; furniture; woodpulp, and so forth; textiles; all other manu 
facturing transportation; trades and services—showing a total for 
that year in the United States of America of 2,360,000 people em 
ployed. 

That figure does not include people who would also be employed in 
imports. The importation of goods into our country also involves 
employment, does it not? 

Secretary Weeks. Yes; toa smaller degree, I would say. 

Mr. Boces. Right. But it involves transportation, shipping facili 
ties, brokers and merchants, repairmen, assemblymen, and people of 
that character. 

Would it be possible for you to include in your study an estimate- 
because I presume it would be impossible to be completely accurate 
about it—not only of the number of people involved in exports, but 
also the number involved in imports ? 

Secretary Werks. Yes. 

(The information referred to appears on p. 665.) 

Mr, Bocas. That leads me to ask vou this question, Mr. Secreta 
With an estimated 214 million people employed in exports, a ind | 
sibly several hundred thousand employed in imports, that re bertees nts 
a considerable segment of the economy of the United States, does it 
not ¢ 

Secretary Werks. It is certainly not an inconsiderable number. 

Mr. Boaes. As I gather from the statements which have been mad 
here by you and by Secretary Dulles, you feel that it is importa 
that the export trade of the United States be maintained, do you not ? 

Secretary Werks. I do. 

Mr. Bocas. At the present time there is a gap of approximately $4 
billion between exports and imports. When this Commis 
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up, what possible alternatives can they consider that we do not already 
know something about as of right now, to make up this gap between 
exports and imports? What alternatives are there? 

Secretary Weeks. I know of none other than those suggested this 
morning. 

Mr. Boees. One of them is foreign aid; is that correct ? 

Secretary Weeks. One of them is foreign aid. 

Mr. Bocas. Basically, that is a gift, is it not? 

Secretary Werks. That is right. 

Mr. Boces. As a matter of sound policy over an extended period of 
time, I personally do not approve of continuing that forever, do you? 

Secretary Werks. No. 

Mr. Boaes. All right, as a matter of policy, that rules out gifts and 
aid. The other one would be what? Loans? 

Secretary Weeks. Loans would be one. 

Mr. Boces. Yet a loan still does not solve the problem, does it? 

Secretary Weeks. In my judgment, if the loan is a loan by private 
oper: ations, so to speak, it very emphatically helps solve the problem. 
This is the way it was balanced out years ago. Now we are a creditor 
Nation. Presumably this is one of the ways we can balance out 
foreign-trade differentials. 

Mr. Bocas. As a matter of fact, years ago, if my recollection serves 
me correctly, it was not balanced out. It was balanced out in the sense 
that a lot of creditors were not paid, both private and public. 

Secretary Weeks. What I meant was that in earlier days foreign 
investments of one form or another came into this country in substan- 
tial volume. A good many, I believe, were liquidated during the Sec- 
ond World War. That was one method of balancing the account in 
the earlier days of the Republic and until comparatively recently. 

Mr. Bocas. Mr. Secretary, I am trying to delve for a moment into 
what this Commission might examine in its deliberations within the 
next 6 months or 8 months or 12 months, however long its life may be. 
It seems to me that a loan, as an alternative to a liberal trade policy, 
is simply a type of deferred payment. Sooner or later the loan has 
to be paid off, and unless somewhere down the line you are able to 
balance your trade, imports and exports, where is the debtor to receive 
the money to pay the loan? 

Secretary Weeks. These things go in great cycles, and, looking 
ahead 5 or 10 years, that would seem to me one of the clearly indicated 
methods by which this account can be balanced. 

When you talk about the loans being paid off, they may not be loans 
in the particular sense of the word. They may be foreign investments 
which carry on from year to year in one form or another. They may 
take the form of equity capit: al in some enterprise. 

Mr. Boaas. I think that is all a very important facet in this whole 
problem, but I do not think it answers’the question which it seems 
to me confronts the Government of the United States at this moment. 
We have heard and we are hearing that the administration is advo- 
cating a policy of trade, not aid. That means, as I interpret it—and 
I might be entirely wrong—that the objectives is to eliminate aid. 
Therefore, having eliminated aid, which has amounted to about $30 
billion since the conclusion of World War II, all of which has come 
out of the tax revenues of this country, something has to be substi- 
tuted therefor. What would you substitute ? 















































TRADE AGREEMENTS EXTENSION ACT OF 1953 673 


Secretary Weeks. When I talk about loans, I do not mean loans in 
that sense of the word. I mean investment, and investment is quite 
a different thing from a loan with a relatively short maturity which 
does have to be paid. 

Mr. Boages. Let us discuss investments for a moment, because it 
seems to me that that, too, is pretty much dependent upon the policy 
adopted by the Government. Let us assume for the purposes of spec- 
ulation that corporation A invests $50 million in a South American 
country to develop a certain enterprise or to exploit a certain natural 
resource. If at the same time our Government adopts a restrictive 
trade policy, would that not necessarily make this investment less 
likely to pay out ? 

Secretary Werks. There are so many different phases and forms of 
these investments. I havea friend who put up a plant in Holland last 
year. The plant is now getting into operation. That is the type of 
investment I am thinking of. “In the business that I was associated 
with until I got out of business January 20, we have three plants 
abroad, and there are many industries in this country that are ex- 
tending their operations into the foreign field. When they get into 
that field, the “y serve the people of the particular country where they 
go, and they expect to draw back earnings on their investment. They 
do not expect to take out the equity money. 

Mr. Boces. I think Holland might be a very good illustration of the 
point I am trying to make. Y esterday, the Secretary of State was 
asked about section 104 of the Defense Production Act. Many of the 
activities under the Defense Production Act, as you know, were under 
the Department of Commerce. I think most of the act now has ex- 
pired. Section 104 provided for import limitations upon fats and oils 
and certain agricultural and dairy products. 

Your friend builds himself a plant of some kind in Holland, and 
then the Government comes along with a policy that makes it very 
difficult for the people of Holland to export a product which they pro- 
duce in abundance in Holland. Would that not affect the investment 
of your friend in Holland ? 

Secretary Weeks. Conceivably, but not necessarily. This particu- 
lar investment involves the production of heavy moving equipment. 

Mr. Boaes. Turning aside from the subject of investments for a 
moment, it seems to me, Mr. Secretary—and I might be entirely 
wrong about this—that ultimately in the case of this gap between 
exports and imports, the only way you balance them is to reduce your 
exports or increase your goods and services which you credit as im 
ports to balance the exports. Is there any other way to do it? 

Secretary Weeks. They do not have to balance out, no. The tourist 
trade is a very substantial factor. 

Mr. Bocas. When I said “goods and services,” I included every- 
thing. I mean tourist trade, technical assistance, employment of 
every type. 

Secretary Wererxs. Goods and services, and investments I would 
add. 

Mr. Boaes. Then the only alternatives to aid are a policy which 
increases imports, which increases services, and which encourages in 

vestment abroad? Would you agree with that ? 
Secretary Weeks. Goods, services, and investments. 
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Mr. Boces. I agree completely with what you just said. Yesterday, 
the secretary of State was here, and the Secretary of the Treasury 
was here. Without trying to add to or detract from anything that 

| inguished gentlemen said, I felt that Mr. 
Humphrey was very straightforward in his testimony and made a 
very fine impression upon this committee; and with all due respect 
to the Secretary of State, I thought he pussy footed all over the lot. 

I asked the Secretary of State the specific question in connection 
with the Simpson bill, if he advocated a liberal trade policy. And I 
gathered from his statement that he did, whether or not he was pre- 
pared to say whether he was for or against certain provisions in that 
bill which, in my opinion, could not possibly increase goods and serv- 
ices as exchanged between this country and other countries of the 
world. 

Mr. Secretary, I am going to ask you those questions: 

Mr. Simpson’s bill greatly tightens up on the so-called escape 
clause and the so-called peril point provision, and in doing so limits 
very greatly the power of the President of the United States. What is 
your feeling about those provisions in the Simpson bill? 

Secretary Weeks. You mean those provisions that take from the 
President the authority he presently enjoys ¢ 

Mr. Boaas. Correct. 

Secretary Werks. Well, Mr. Boggs, I will answer the question 
twice. In the first place, this morning I said that I had not given any 
detailed study to the several suggested provisions of the Simpson bill, 
so-called; that I felt the Trade Act should be extended as recom- 
mended, without amendment: that we should maintain the status 
quo, ad interim, pending the results of this overall study. 

I am accustomed, I may say, to answering questions. I am not pre- 
pared to get into a detailed discussion of all the 14 provisions of the 
suggested Simpson bill. 

I will say that I am not in favor of taking from the President the 
present authority he enjoys with respect to the escape clause and the 
peril point. On some of the provisions of the bill, as I said this morn- 
ing, I could go either way, perhaps, after some study and discussion. 

I am very much in favor of the attempt there to speed up the work 
of the Tariff Commission. 

In response to the particular question, I would say I would not 
be in favor, myself, of taking from the President the authority he 
presently enjoys. 

Mr. Boaes. I think that is a very direct answer to the question. 

To read just 1 or 2 senences from your statement of this morning, 
you said, on page 2: 


either one of those distins 


We must develop, in cooperation with other nations of the free world, a 
prosperous, self-supporting free world economy which can insure both our mutual 
security and improved living standards for us all. 

This economic system must be one which will create conditions under which 
international investment flows freely, and general progress is possible toward 
freedom of internations! payments, convertibility of currencies, and the widest 
possible multilateral trade. 


In the hght of that statement, what is your feeling about the pro- 
isions of the Simpson bill imposing certain import quotas ? 
Secretary Werks. Are you referring to section 13 ¢ 


s it is section 13. 


Mr. Bocas. I eu 
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Secretary Weeks. Is that the one with respect to lead, zine, and 
petroleum / 

Mr. Boaa. Lead, zine, and petroleum. 

Secretary Weeks. Mr. Congressman, I am not prepared to discuss 
that particular section. 

Mr. Boaas. Mr. pecretary, do you mean to tell us you are not pre 
pared to say whether you are for or against it ¢ 

Secretary Weeks. That is what I mean to tell you; yes. I am not 
at this time. 

Mr. Boges. May I put my question another way— 

Secretary Weeks. May I add a word? 

Mr. Boeas. Surely. 

Secretary Weeks. | said this morning that I thought that the in 
dustries in question had their remedy under the present statute, and 
ought to seek alleviation of any difheulties they are involved in. 
accordance with the statute. Therefore, I said thi morning that I was 
opposed to the applieat ion of these changes in the suggested bill. 

Mr. Boaas. You say that you take no position on section 13 in the 
bill # 

Secretary Werks. I take no position on its merits. I take a position 
on the fact that I think we should carry on with the status quo until 
we have had this study and let those industries, if they need help, 
seek it under the presently provided remedy. 

Mr. Boaes. It seems to me that that position really adds up to this, 

I may make an observation: All last week we had a group of people 
before this committee representing various industries in the United 
States of America who claim, “0 certainly with great sincerity, that 
the present trade policies of the United States are very detriment: il 
to their businesses; that mend. of their people are going broke; that 
there is unemployment; and that unless they have some relief they 
are going to be out of business. 

This week we have the Government departments here, and next week 
I am quite certain that we will -have representatives from some of 
the other groups who will maintain that the trade policies of the 
United States are far too rest rictive today. 

All the Government departments are asking us to do is to extend 
this act for a year. Except for Secretary Humphrey, nobody from 
the Government has taken any position which would either give any 
consolation to these people who claim that the y are being put out of 
business, or to the other people who are advoc ‘ating trade, not aid. 

It is very y diffic ult for me to see any merit in a policy which seeks 
to delay action on problems which people i in this country say are very 
acute, by the creation of a commission which does not even have a 
member from this committee which ultimately must legislate on the 
subject. Frankly, it seems to me that what the administration is try 
ing to do is please everybody, and is succeeding in pleasing nobody. 

teally, your statement, reading it, and the statement of Secretary 
Dulles, reading it. and the speeches of Assistant Secretary pia, \s 


sistant Secretary Morton, Assistant Secretary Anderson, Under Se¢ 
retary Smith—all, reading them, give an im p ression of ms ocating 
vhat has been called a liberal trade policy; but yet, when you gent 
men are asked specific questions about specific matters, you have 1 


position. 
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Secretary Werks. Well, Mr. Congressman, I naturally cannot sub- 
scribe to that. 

Mr. Bocas. I did not mean to interrupt you, Mr. Secretary. Go 
ahead. 

Secretary Weeks. There have been situations developed within the 
last several years, say since the war, World War II, where real dam- 
age has been done to industries, and the suggested remedies have been 
sought as provided in the Reciprocal Trade Agreements Act, and the 
particular references have gone from the Tariff Commission to the 
White House, and no action has been taken. 

Now we have conceivably 1 or 2 other situations where some hurt- 
ful action is being brought about, and all I say is that they have their 
remedy. We suggest the desirability of their continuing with the 
same remedy for the present while extending this bill for 1 year 

I would just like to say again what I said this morning: That we 
have a new administration, a new m: ijority in the Congress, a world 
situation in which we are in two armed camps, in which there are 
many phases of the whole problem that must be given consideration. 
I, for one, think it is extremely desirable that we pause and take a real 
look at thisthing. I think we will come up with a better answer. We 
have studies going on in the Commerce Department which I think may 
be useful as we mature them. 

I think if you can take a little extra time now, it may pay off very 
well in the long run as far as the policy of this Government is 
concerned. 

Mr. Bocas. Mr. Secretary, I am very sympathetic to the new admin- 
istration, and I am also sympathetic to the problems that this great 
country of ours faces. But I think that you, as a representative of 
the administration, have some obligation to us, as members of the 
tariff-writing committee, to tell us how you feel about some of these 
propositions. I think that is part of your responsibility in the 
Government. 

I think, if I may be so bold as to say so, that the creation of a com- 
mission which has no responsibility to this committee, and which by- 
passes this committee, does not achieve the objective that you hope 
to achieve. Every member of this committee is elected by the people 
of the United States, regardless of what side of the aisle he sits on, 
and it is the duty of the committee to study these problems. It seems 
to me that we are bypassing representative government. The chair- 
man of this committee is a very hard working, diligent gentleman, and 
we are willing to sit here for hours to get the testimony of the vari- 
ous branches of the Government. But the only thing that we have 
before this committee now from the Government is that they want an 
extension of the act for a year, and they have not taken any position 
on whether they are for or against anything in Mr. Simpson’s bill. 

This is what we are holding hearings on—Mr. Simpson’s bill. 

Secretary Werks. Mr. Congressman, as far as bypassing the elected 
representatives of the people, that is farthest from my thought. 
When I suggest that this study be undertaken by the suggested com- 
mission, in effect that commission would be the right arm of this com- 
mittee. Certainly, I should imagine that there would be a member or 
members of this committee on that commission, and nothing can hap- 
pen anyway until you, in the final analysis, do it. The matter has to 
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come back here. There can be no bypassing of the Congress on this 
matter 

As to the particular questions involved in the Simpson bill, par- 
ticularly those relating to the quotas you refer to, section 13, if it 
is desired by the committee that we produce some evidence on how 
that particular section would apply, we will be glad to go to work 
and come up with some information that we hope might be helpful 
to you, but 1 am not prepared to do that today. 

Mr. Boces. Let me ask you this question: On April 21, 1953, the 
General Counsel, Mr. Roger Kent, of the Office of the Secretary of 
Defense, addressed a communication to the chairman of our com- 
mittee, reporting on H. R. 4294, which is the Simpson bill. He said, 
on page 2 of that report, in the fourth paragraph : 

The imposition of quotas on the importation of all petroleum oils and of 
residual fuel oil would seriously affect the national security. Its effect would 
be a substantial dislocation of a segment of our national economy and would 
create a barrier to the development of Western Hemisphere oil resources which 
are vital to our national security. 

Do you agree with that statement ? 

Secretary Werks. Mr. Congressman, I have not made a study of 
the effect of the suggested quotas. As I said to you, if the committee 
would like me to come back with information, I will be glad to bring 
it up or put it in the record as soon as we can get it together; but | 
am not prepared today to discuss the particular application of those 
quotas in section 18. If the Defense Department makes a statement 
of that character, it must have ample grounds on which to base its 
opinion, else I should not think it would make a statement of any 
such nature. 

Mr. Boss. Mr. Secretary, I want to ask you just one final ques- 
tion: I wonder if you could give me very briefly, in a sentence or 
two, the administration policy on foreign trade as of now? 

Secretary Weeks. I think you could phrase it this way: That the 
administration wants to increase the general level of trade between 
this country and the rest of the free world. 

That sums it up as quickly as you can. Beyond that, with the 
thought in mind that there are so many ramifications to the whole 
problem, we want to have this study made, and to take time to think 
out the problem a little. 

Mr. Boges. Thank you, Mr. Secretary. 

The Cuarrman. Mr. Knox will i inquire. 

Mr. Knox. Mr. Secretary, I believe this morning, and again this 
afternoon, you have repeated that you, as one of ‘the Cabinet, had 
made the recommendation to the President that there be a 1-year 
extension of this act, and also that a commission be appointed to 
make a study. Is that correct ? 

Secretary Weeks. That is correct. 

Mr. Knox. I have myself reached no concluded opinion on the 
Simpson bill. We still have hearings to be held bodies this com- 
mittee, and a reexamination of the documents which we will have 
before us, before I come up with my opinion. However, I note in the 
message from the President, which you say you recommended, you 
recommend that the Speaker of the House and the President of the 
Senate should be empowered to appoint Members of Congress on this 
commission. That is correct, is it not? 
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Secretary Weerxs. Not literally, Mr. Congressman. My recom- 
mendation involved an extension of the act and a study. The details 
of the makeup of the commission, and how it was to be appointed, I 
made no recommendation on. 

Mr. Knox. The message that has come to the Congress does provide 
for Members of the House and Members of the Senate to be a part of 
this commission to make the study. Are you aware of the fact that 
if the Congress should approve this recommendation, it will virtually 
hamstring this committee ? 

Secretary Weeks. No; I am not aware of that fact. 

Mr. Knox. I believe you should be aware of it, because we do not 
know, at this time, who will be the membership of that commission, 
and this committee will be unable to function because, if they do, they 
will be doing a duplicate job of what the commission was set up to do 
and approved by the Congress. 

At the same time, we will be expected to receive the report from 
the commission of their opinion, which would be somewhat by remote 
control of Congress by opinions and recommendations by an appointive 
commission which is not responsive to the people. 

I believe in my own mind that you are a firm believer in Government 
by elected representatives of the people, are you not? 

Secretary Weeks. I am. 

Mr. Knox. You do not feel that the people should be regimented 
by the continuation of appointments of boards and commissions that 
are going to give directives that will in effect become the law of the 
Nation and will affect the commonweal of the world and especially of 
our United States. That is one of the things that I fear is going to 
happen if this recommendation should go through. 

As far as the President of the United States is concerned, yes, if he 
wants a commission to go out and make a study, Congress should give 
him ample time for that commission to make a study and report to him 
so he can make his recommendations to Congress; but the fact that we 
have in this recommendation that the Speaker of the House and the 
President of the Senate shall appoint the Members of those bodies 
to this commission, definitely proves to me that the Ways and Means 
Committee will cease to function because of the fact that they would 
be duplicating what this commission has been set up to do, ‘and the 
commission would have to be approved by the Congress. To me, it is 
not in the best interests of the people of the United States of America 
to be directed by commissions. 

Secretary Weeks. Mr. Knox, if I may ask a question, do you think 
that the so-called Hoover Commission reports and studies, and even- 
tual implementation of those studies by the Congress, worked out 
badly? 

Mr Kwox. T believe there have been some great advances, as far as 
the Hoover Commission is concerned. Iam speaking now solely about 
testimony which shall he taken relative to what tariff shall be imposed 
or what restrictions shall be imposed upon the people of the United 
Stete if America, This is the committee that mokes the recommen- 

‘tions to the Congress as to what legislation will be considered. I 
hy lieve you recognize that, do you not? 
Secretary Werks. I do. 
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Mr. Knox. Do you feel, in your position, that such a commission 
should travel abroad and meet with the representatiy of foreign 
nations, gather their information, discuss it, and come | p with then 
own opinion, transmit that opinion to this committee, and that the 
as you eall it, they would be the right arm of this committee and 
would be the determining factor as to what legislation shall come out 
of this committee? Or do you feel that this committee should have 
the right to listen to the testimony. to have the opportunity o% ross 
examining the people who are so jittery today and want a continuation 
of aid and trade as far as foreion nations are concerned / 

Secretary ieee: Mr. Congressman, in the first place, I have not 


myself visualized the necessity for this commission to travel abroad 
In the second plac . they will have the advantage of having one thing 
to do—to make this study, to bring in their recommendations; and 
then the C ongress can follow those recommendations or not, as it sees 
fit. 

Mr. Knox. Mr. Secretary, this commission is to be set up primarily 
as the sole information source for the President, is it not 4 

Secretary Werxs. I do not conceive it that way, Mr. Congressman. 
Six of the eleven, a majority, would be appointed by the Congress. 


In the sense that I understand, it is not a Presidential commission 
by any means, in the sense that I would understand a Presidential 
commission to be. 

Mr. Knox. By virtue of that statement you admit that it would be 


a directive to this committee 

Secretary Weeks. That it what 

Mr. Knox. That it would be a directive bearing upon what 
committee does in the future. 

Secretary Weeks. I would not consider it a directive at all. I do 
not think it is within the power of anybody to give this committee 
or the Congress directives. 

Mr. Knox. Is it not true that if the commission should be estab] sh 
ed, the commission is established for a purpose, and that is to make 
findings? 

Secretary Werks. They m: me findings and give them to you by way 
of recommendation, but the ‘y cannot give you directives. 

Mr. Knox. We can either accept or reject, is that it? 

Secretary Werks. Certainly. 

Mr. Knox. In other words, we should not have the right to pursue 
this question on our own intiative as the Committee on Ways and 
Means, as far as these nations are concerned that are so jittery today, 
as you have said? In other words, there is possibly a feeling that the 
commission can do a better job than the Ways and Means Committee. 

Secretarv Weeks. I do not even infer that. I do say that that 
would be their single job, and they would make a report to you presum- 
ablv which you could then take under consideration. 

Mr. Knox. And possibly it would result in the Ways and Means 
Committee, before they could justify making these recommendations 
to the Congress, possibly having to do the job over. 

Secretary Werks. I would not myself think that they would have 
to do the job over. I would think that there would be so much ma- 
terial gathered together that such job as you had to do, vou would 
be well along the road toward having it done, as far as factfinding 
and information is concerned. 
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Mr. Knox. Once again it comes back that we would have to accept 
the recommendations of the commission. 

Secretary Werks. Mr. Congressman, I do not make that statement. 
I do not make the inference, and I do not even have the thought 
remotely in my mind that they would give you any directives or that 
you would have to follow what they suggested doing. 

Mr. Knox. Mr. Secretary, of course, 1 am opposed to the setting 
up of commissions, boards, and bureaus that are elipowse red, which 
this one possibly would not be, but empowered to set up rules that 
are in effect law that regulate the people of our great Nation. We 
have had too much of it. It is about time that we started once again 
to recover some of those responsibilities and obligations of the Con- 
gress and restore them back in the Congress, and also restore those 
rightful things that belong to the judicial and also to the executive 
branch of our Government. You know as well as I do that the Con 
gress has been nothing but a rubber stamp for many years. I, for one, 
have not brought any rubber stamp with me, but I do want you to 
know that I want to give the President of the United States every 
opportunity to make every survey that is necessary for him to come 
up with his recommendation to the Congress. I shall go along, because 
it will take time; but I do not want to see this committee or any other 
committee of Congress stymied, such as this particular document 
would do which has been sent to the Congress. 

That is all, Mr. Chairman. 

The Cuarrman. Mr. Goodwin ? 

Mr. Goopwry. Mr. Secretary, I want to compliment you on a very 
splendid presentation. It gives me an opportunity to express once 
more the great pleasure and personal satisfaction I had when the 
President was looking for a Secretary of Commerce that he should 
come to Massachusetts and select a man whose outstanding qualifi- 
cations for that portfolio are, I believe, universally acknowledged. 

I have no questions, but I would like to make a brief observation. 
For almost 30 years, either as a Member of Congress or of the Massa- 
chusetts Legislature, I have been in the habit ‘of absorbing wisdom 
from you, sir, taking counsel with you on matters affecting industry 
and business, and I am bound to say that at this present time I am 
going to rely on what I understand to be your assurance that you 
would not advocate or advise me to approve setting up any foreign- 
trade policy for the American people which does not take into account 
its impact on our domestic economy and American business and 
American industry. 

Secretary Weeks. I certainly would not, Mr. Goodwin. 

Mr. Chairman, may | thank my friend from Massachusetts for 
his friendly comments. 

The Cuairman. Mr. Secretary, we want you to know that we appre- 
ciate your appearance here and the information which you have given 
this committee. 

I will say, for one, if you were going to be a member of this so-called 
commission that is to be appointed, I think it would raise our confi- 
dence to a very high degree. You have had a great experience and 
a successful experience in the business world. You believe in the 
free-enterprise system, and I believe you told me once that you also 
believe in the tariff. So I want to thank you, sir, for your appear- 
ance here. 
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Secretary Weeks. Thank you very much. 

The Cuarrman. The next witness the committee is privileged to 
hear is the Director of the Mutual Security Agency, the Hunorable 
Harold E. Stassen. 

It is a pleasure, Mr. Stassen, to have you with us. 


STATEMENT OF HON. HAROLD E. STASSEN, DIRECTOR FOR 
MUTUAL SECURITY 


Mr. Srassen. Thank you, Mr. Chairman and members of the Ways 
and Means Committee. 

I wish first of all to thank you, Mr. Chairman and members of the 
committee, for this opportunity to appear before you to express | 
views as Director for one al Security on this question of the extension 
of the Reciprocal Trade Act. As you may know, for many years 

ince the days of my governorship in the Middle West, in Minnesota, 
oat the war, the San Francisco Conference, and my trips throush 
Europe, Asia, and Africa, and more particularly now these last 
months as Director for Mutual Security—I have been following 
closely the interrelationship of United States and world economic 
trends and conditions. It is with knowledge and conviction born of 
these years of study and observation that 1 wish to speak forthrightly 
with you in response to your invitation on the question before your 
committee. 

As I see it, under President. Eisenhower’s inspiring leadership, the 
United States today is bringing new hope to the people of the free 
world—hope for lasting peace and for rising standards of living. 
You recall that on F ebruary 2, President Eisenhower in his state of 
the Union message to Congress, set down certain fundamental points 
that form the basis of the foreign policy of an administration which 
received a powerful mandate from the people at the polls last Novem- 
ber. Among these policy points—and these form the context within 
which this Government approaches the question of reciprocal trade 
Pr _— nt Eisenhower said: 

That no single country can stand alone against Communist ag- 
et mn -as he said—mutual security means effective mutual co- 
operation.” 

That our foreign policy recognizes the importance of profitable 
and equitable world trade. 

That we aim to receive from the rest of the world in equitable 
exchange greater amounts of important raw materials which we do 
not now possess in sufficient quantity. 

That the study of, and extension of, the Reciprocal Trade Agree- 
ments Act be carried out. 

Then on April 7, President Eisenhower followed up his state of the 
Union address by sending to the Congres a special message formally 
recommending, first, that the present Reciprocal] Trade Agreements 
Act be extended for 1 year and, second, that a thorough and compre- 
hensive reexamination be made of the economic foreign policy of the 
United States (he has now recommended to Congress : that a commis- 
sion of 11 members be established to carry out this study). 
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ally. in his great address of Ap ril 16 to the Ne swspaper Editors 
ol America. an a that has been p yrinted around the world, Presi- 
dent Eisenhower proclaimed that- 

We are prepxred to reexamine with the most concrete evidence our readiness to 
help build a world in which all peoples can be productive and prosperous. 

Mr. Chairman and members of the committee, we are today at a 
crossroads In our foreign economic policy. No aspect of American 
policy is more important that the course this Congress chooses to adopt 
in our economic relations with other nations. The economic stability 
and, therefore, the political stability of the free world, will be in- 
fluenced by the wisdom of your decision. 

As I see it, the one guiding prine iple in setting our course of action 
should a Does it help the United States and the free world to grow 
in strength and unity, or does it help the Soviet in its program to 
divide and conquer the free world? To this end we should have as our 
objectives maintaining a high level of production and employment 
in a sound, dynamic, expanding American economy and, second, the 

ositive strenethening and unification of our free world allies in 
rolling back and defeating Communist aggression. Stalin in his 
artic le in the Communist publication Bolshevik release last October 
at that big party congress they had, the 19th party congress, regarded 
as inevitable—because he hope ‘d and wanted it to h: appen—a trade war 
between the nations of the free world. Malenkov, in his October 5 
es pied to the 19th party congress—Stalin and Malenkov were the 
two who had the center of the stage at that meeting—Malenkov’s report 
was even more e xplic it; 

American imperialism is acting today not only as an international exploiter 
and enslaver of nations, but also as a force that is disrupting the economies of 
the other capitalist countries * * * it is wrecking the historically established 
multilateral economic ties between the capitalist countries and replacing them 
by unilateral ties between these countries and the United States. 

That is Malenkov talking about America. 
soosting their exports through the most unscrupulous dumping while at the 
same time closing their home market to foreign goods * * * the economic policy 
pursued by American imperialists is bound to aggravate the antagonisms between 
the United States and other capitalist countries. 

If we wish to prevent the realization of Stalin’s and Malenkov’s 
predictions and hopes, if we wish to thwart the Communist policy 
objective of dividing the free world, then can there be any question 
at all that we do not want to reverse the trend of the past two decades 
and raise again trade barriers to the goods and services of our friends? 

In terms of our foreign policy objectives set down by the President 
and in terms of the objectives of the Mutual Security Act which 
require me, as Administrator, to “strengthen the mutual security of 
the free world” and “to develop their resources in the interest of their 
security and independence and the national interest of the United 
States,” let me respectfully cite a few facts from the recent statistics : 

If we reduce our exports what happens? We hurt America and 
we hurt our friends abroad. In 1952 we exported roughly 10 percent 
of the total movable goods (agricultural products, m: anufacturers, and 
so forth) that we yroduced. Our wheat farmers exported 48 percent 
of their total remaatien in 1952, our cotton farmers 37 percent, our 
tobacco farmers 25 percent. Our machine-tool manufacturers ex- 
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ported 11 percent of their production in 1952, our tractor manufac 
turers 25 percent of their production. These are but a few examples 
of the extent to which American farmers, laborers, and businessme} 


depend on exports for their own livelihood. With large surpluses 


of butter, cheese, dried milk. cotton mn our storage warehouse Ss. if 
emphatically important that we must export more, not less, or o 
American taxpayer will be paying more in terms of price supports. 
[f we reduce our ¢ Xports we hurt our own people- -hut we also hurt 


° ] } } 1] ] ] ] ] 
our friends abroad and allies who are dependent on these imports 
I 


vhich are vital to their own economies and to the free world defense. 


For example, the United Kingdom in 1952 in ported from the ted 
States about 10 percent of its total in ports and its total Imports ere 
about a fourth of the United Kingdom total consumption. Japan, 
to take a country on the other side of the world, imported from the 


United States about 30 percent of its total imports which, too, repre 


sented a considerable portion of its total consumption. 

2. If we try and balance payments by continuing large-scale aid 
indefinitely, we eithér increase our taxes or our debt—perhaps both. 
We weaken the basic morale and initiative of our friends. We play 
into the hands of the Soviet propagandists 

Any industrial country such as the United States which depends on 
the outside world 100 percent for its tin, 100 percent for its mica, 
100 percent for its asbestos, 100 percent for its chrome, 99 percent 
for its nickel, 98 percent for its cobalt, 95 percent for its manganese, 
67 percent for its wool, 65 percent for its bauxite, 55 percent for its 
lead, 42 percent for its copper, is unwise in terms of its own self 
interest to raise new trade barriers. 

I submit to you that at this juncture in the development of unity 
and strength among the free nations, the present Reciprocal Trade 
Agreements Acts should be extended and, as the President has recom 
mended, a thorough study and reexamination of the facts should be 
carried on to allow us to set the best forward course, 

Thank you for hearing my statement. 

The CrHatrmMan. Does that complete your statement ? 

Mr. Srassen. That completes my satement. 

The Cuarrman. Are there any questions? 

Mr. Simpson will inquire. 

Mr. Stmpson. Mr. Stassen, I do not discover anything in your state- 
ment with regard to protecting business here at home. 

Mr. Srassen. I think the whole approach of my statement is from 
the standpoint of studying the best way to protect business and labor 
and agriculture here at home. 

Mr. Stmpson. Is that your principal purpose ? 

Mr. Strassen. Of course, my principal purpose is the future inter- 
ests of the United States in all of the interrelated aspects of its eco- 
nomic health and its national security. 

Mr. Sturson. Do you mean by that that you are willing to sacri- 
fice some American businesses for the international good ? 

Mr. Strassen. No; quite the’contrary, Mr. Simpson. I feel that the 
interests of American business, along with labor and agriculture, can 
only be served as a part of the national good, and the national good 
of the United States, in turn, must take into account the situation 
among the free nations vis-a-vis the center of Soviet power. 
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Mr. Simpson. I am getting confused a bit now. Do you mean, then, 
that if you knew of an American business which was being ruined and 
you were convinced it was a result of too low a tariff, you would be 
for protecting that business? 

Mr. Strassen. It would depend upon, first, of course, your defini- 
tion of its being ruined. There are constantly, in the American econ- 
omy, transfers of businesses from one item of production to another, 
just as there is in agriculture. What I would want to do would be 
to see a careful study of the costs of the production of that item, 
what its competing sources were from abroad, what the other busi- 
nesses might be that it could go into, and then you have to make 
a decision for the national good in America in that total study. 

I feel that there has not been that kind of a thorough and compre- 
hensive study for a number of years in the United States s, and I feel 
the President is very wise in asking for one at this time. 

Mr. Srmpson. Is that one of the subjects you anticipate this com- 
mission which is recommended would study ? 

Mr. Stassen. That is right. . 

Mr. Stmpson. I want to ‘get back to that statement you made, and I 
ask the question again: Do you conceive that there are areas in our 
economy today which should be abandoned in favor of the production 
of those items abroad 

Mr. Srassen. I think it may well be found that some businesses 
could become more profitable and that labor could receive better wages 
by producing a different item, while the item they are now producing 
would be imported from abroad; yes. 

Mr. nice You say that business could become more profitable. 
Do you mean by that that they should go out of business and into 
some other line? 

Mr. Strassen. Some related line. 

Mr. Simpson. Some related line? 

Mr. Strassen. Yes. 

Mr. Simpson. To be specific, do you mean watch manufacturers, for 
example—I think the committee has been persuaded in the past that 
the manufacturing of watches here was a losing business, and the 
Tariff Commission agreed and recommended relief. Then one of the 
great companies went into another line, manufacturing compacts and 
things of that nature, and has made a lot of money. Does that strike 
you as good? Is that in line with your suggestion ¢ 

Mr. Srassen. That could be one example of it. A watchmaker 
might make a lot of the intricate new instruments that are needed in 
modern airplanes and things of that kind, that would use the same 
kind of skilled workmen, and might have a relationship to our own 
security production, and the regular civilian watches might be im- 
ported with a less cost to the American people, and a new market for 
some of the American exports. 

Mr. Stmpson. Is the cost to the American people your test ? 

Mr. Srassen. In the final instance; yes. 

Mr. Stupson. Not the national defense? 

Mr. Strassen. You cannot separate the cost to the American people 
from the national defense. 

Mr. Stmpson. Do you not know that I was referring to the dollar 
cost? Is that not what you were thinking of ? 
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Mr. Strassen. I was thinking of the cost to the American people ll 
relationship to a sound economy that could support the necessary 
powerful defense organizat ion tor security In the world. 

Mr. Srmpson. I am much disappointed if I understand correctly, 
that you recognize some areas in our economy which we should give 
up to secure those items from abroad. 

Mr. Srassen. That was not my statement, if I may say so. 

Mr. Stmpson. I do not want to put words 1n your mouth, and I 
want to be very clear on it. I understood you to say if a business was 
not making a p rofit as a result of the tariff being too low, you thought 
that industry would show a profit if it went into some other line, and 
their men could be trained to go into that line. 

Mr. Strassen. I said there are circumstances in which study could 
show that some shift in production within the country fitting in with 
the imports would result in a total greater production in America 
combined for national use and export, a total of better jobs and 
more stable economy within our country. 

Mr. Stimpson. Do you have any areas in which you think that could 
come to pass? We have had here in front of us bicycle manufac 
turers, dishware of all kinds, safety pins, 15 or 20 items. Do you think 
of any of them as being in that area that we should abandon 4 

Mr. Srassen. [ think it is typically the kind of subject that should 
be studied very closely. 

Mr. Simpson. By this committee ¢ 

Mr. Srassen. By this committee and by the special commission. 
In other words, I feel that we have not had a down-to-earth reexami 
nation of our trade and economic policy for many years, and I think 
it is highly desirable that we have this intensive study at this point 
when you have a new administration in our country. 

Mr. Srupson. In your work do you find that foreign countries with 
whom you deal, when they make an agreement or have made agree 
ments with this country, have lived up to their word? I have in mind 
the question of devaluation of the dollar, embargoes, and restrictions 
that they have imposed. 

Mr. Srassen. In these 3 months that I have been in my present 
oflice every country has respec ted its agreement thus far. As to the 
past situation, in reviewing some of the circumstances that I find, 
one of the problems is a certain amount of confusion as to what the 
agreement was and then some difference over it. We are endeavoring 
to approach it now on the basis of clear understandings with the other 
countries, and then an insistence on living up to it on both sides of the 
agreement. 

Mr. Stmpson. You refer there to the question of imposing embargoes 
against us and also the question of devaluing their money, and so ‘on? 

“Mr. STAssen. Any economic subject that might be the matter of an 
agreement between the countries. 

Mr. Stmpson. Speaking generally, is not their record very bad in 
those respects that I have mentioned, over past years, since we have 
made trade agreements with them ? 

Mr. Strassen. I would say that we do not have the basis on which 
to judge the record. In other words 

Mr. Stmpson. Let me try to bring it to your mind. Great Britain 
devalued her dollar after having made trade agreements, did they not? 

Mr. Strassen. That is true. 
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Mr. Simpson. Did that not have the effect of invalidating a sub- 
stantial portion of the effect of the cuts that we made in tariff? 

Mr. Srassen. No; because preceding that devaluation they had had 
an inflation that had, in fact, through that inflationary process, 
changed it in one direction, and then the devaluation brought it back 
down into vear ain. 

Mr. Srwpson. Was that contemplated in the agreements? Were 
thev worded in that respect 4 

Mr. Stassen. No; neither contemplated the inflation nor the 
devaluation. 

Mr. Simpson. Was it not done as a matter of national necessity— 
national protection? Is that not why they did it? 

Mr. Strassen. That is right. 

Mr. Stmpson. Surely. Do you object to that? 

Mr. Srassen. No. Asa matter of fact, in some instances the only 
way that you can get a country off of the aid rolls and on a sound 
economic basis, if they have gone through an inflationary spiral, is for 
them to devalue and get their currency back down on a sound 
re lationsh Ip. 

Mr. Srupson. Do you anticipate the need for continued grants from 
this Government to other countries to fill the gap which results from 
too much exports compared to the amount we are now buying? 

Mr. Srassen. I am hopeful that through the study envisioned in 
the matter of trade on the careful policies we are placing in, in 
Mutual Security, we can fairly rapidly move out of the gr: ants-in-aid 
situation and come on to a sound, long-term economic and mutual 
defense relationship, but it will take a few years of time. You must 
phase from one to the other. 

Specifically, this morning I recommended that our grants to the 
United Kingdom be cut in half for this next vear, from $400 million 
down to $200 million, and I said it would take careful management 
by the United Kingdom to adjust to that, but I felt that they could. 

Mr. Srupson. Did you contemplate an increase in exports within 
the next year ¢ 

Mr. Srassen. Not in the next year. I felt it would take longer 
than that before we could contemplate any change in the export situ- 
ation. But I did feel that it was qute important that there not be a 
cut in their exports at the same time that we were cutting their aid. 
That would cause them serious trouble. 

Mr. Srupson. Would you feel that same way about it even though 
it meant extremely serious injury to the woolen manufac turing goods 
in New England and Pennsylvania ? 

Mr. Strassen. What same way, Mr. Simpson? I do not quite under- 
stand. 

Mr. Smrpson. Would you feel that we should allow them to con- 
tinue exporting competitive woolen goods, competitive with our man- 
ufacturers here in the textile area? 

Mr. Strassen. I would think textiles would be one of the subjects 
of very special study during this vear. 

Mr. Srupson. But my point is that during the year, the damage may 
be done. It is being done today. That is what concerns the com- 
mittee, I believe. It certainly does concern the industry. 
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Mr. Strassen. My impression is that, taking the American econom y 
as a whole, it is more profitable and has hig rher emp loyime ht today 
than it has ever had before. 

Mr. Simpson. You are right. 

Mr. STASSEN. Taking the American economy as a whole. There- 
fore, 1 would not like to see the situation changed right now in eithe1 
direction—in other words, either higher tariffs or lower tariffs in any 

ap yaee lable degree—while we carefully study these policies and shape 

the future economic policy. 

Mr. Sumeson. But while we study, the damage may be done. It is 
being done today, in the coal fields of P ennsy lvanit 1. It is being done 
to some degree in New England in the te xtile mills. It is being done 
in the pottery fields of Ohio and elsewhere. 

What I envisaged in this legislation _ year was that we wouid 
have an even more healthy economy here by providing continuing jane 
for these people who are out of work today, who have seen their bus 
ness go. 

Mr. Srassen. I realize that you are very sincere and naapenl n that 
approach, Mr. Simpson, and I respect you for it. May I just express 
this cautionary note: that the last time we tried to take that kind of 
action quickly, without study, it had the op posite effect. In other 
words, it created more unemployment and more losses in business, 
rather than improving the situation. I think that in the study that 
we go into—— 

Mr. Stmpson. When was that, sir? 

Mr. Strassen. The period from 1930 to 1984. In other words, in 
1933 there were the lowest imports in America that there had ever 
been, relatively. In that year our total imports got down to just 
$2.056.000,000. It had gone down from 1930 at 4.4 billion; 1931, 
3.1 billion; 1932, 2.079 million; 1933, down to 2.056 million. 

When the imports dropped that way, so did the exports. They 
dropped a little sharper. At the same time, corporation profits went 
from small profits to actual losses. Unemployment climbed up rapidly 
until in 1933 unemployment was at 12,830,000. 

The average earnings for the manufacturing was declining and the 
agricultural income was dropping. 

So by shutting off imports, the previous experience would indicate, 
you do not improve the situation that you are trying to improve. 
That is why I feel we should move so carefully and with such thor- 
ough study in this picture before we move. We may well then find, 
through the study, that there are some situations where protection 
would be increased by tariffs, and there might be other situations 
where you could open up for greater import, and in the total situa- 
tion advance the national good of our country. 

Mr. Stmpson. I get back to the powers of this committee and the 
fact that the obligation falls on us to make those decisions. I do not 
see why we muddy the water by a year’s study by an outside group, 
only to have them came back to us and throw their conclusions at us; 
and if we want firsthand evidence, we have to go all through what they 
have already gone through. 

Mr. Srassen. I am sure the President would not contemplate that 
any commission would throw its findings at you, Mr. Simpson. FT am 
sure that there would be thorough hearings, there would be congres 
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sional and senatorial participation, and there would be the combined 
interests, just as you have, in what is the sound economic course for 
the future good of our country. 

Mr. Stmpson. I wish you would sit in these hearings a while and 
listen to the industries that come before us and tell us their trials and 
tribulations. Accepting them at their word—and we have nothing to 
the contrary—it appears to me that we are inviting the elimination 
of those industries from our economy; and a year’s delay, in the 
absence of increased Government spending, and so on, will only hasten 
the day. 

Mr. Srassen. My cautionary note, Mr. Simpson, is that if because 
one industry has lowered its profits you then take action because of 
that industry alone, without studying the situation, you might thereby 
throw three other American industries into a bad situation. In other 
words, you can create more unemployment than you hope to estab- 
lish employment through a particular action, because all of these 
things are so interrelated in the economic picture. 

Mr. Stwpson. An analysis of the evidence before us will show, I 
think, that the industries which are complaining are in almost every 
instance industries which have a very high labor content in their 
finished prodnet. They are the items with which we are paid by the 
foreign countries shipping bere that pay us for an export item in 
which the labor content is possibly 25 percent of that amount only. 
So when we ship an automobile or truck overseas representing $4,000 
cost, not more than $1.000 of that represents labor; and we pay for 
that automobile by shipping in dishware, bicycles, woven goods of 
different kinds, in which the labor content is very much higher than 
is found in the automobile, 6 or 7 or 8 times as much. 

We thereby not only cause hardship within that industry, but we 
disnlace workmen from their jobs. That does not make sense to me. 

Mr. Strassen. Do you not agree that employment right now is at 
an alltime peak for the month of May in our country ? 

Mr. Srvpson. It is not in the areas to which I refer. It is not in 
the lead mines, not in the coal mines, it is not in the bicycle factories, 
not in the textile mills, and there are many others. 

Mr. Strassen. Of course, you must look at the total American 
economy. 

Mr. Srmpson. That is right, employment in the Army, in the 
defense work, and on the farm, is at an alltime high. But that does 
not say there is not a disruption in our economy, and I am inter- 
ested in that. 

Mr. Strassen. When you are in that condition, it means that you 
must move very slowly to change those conditions. In other words, 
if vou have a very desirable situation of employment and have 
profits for business, then as you plan your future course I feel that 
von must study very carefully. 

You take these very industries that are having some problem of 
competition at the present time. Usually vou will find, if you look 
at the last 3 or 4 or & years, they had terrific profits. Take some of 
these operations that right now are ina dropping market . You will 
find thet they are the ones that had tremendous profits at the time 
of the Korean war. It was because of these very high profits that 
caused a lot of extra production to come in that you then got 
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sectional oversupply at the present time that is causing some of 
those markets to go down. 

If you are to grant them the very high profits of 2, 8, and 4 years 
ago, you cannot immediately change the situation ie them when 
they get a temporary loss, if by that changing you create some other 
economic conditions that dislocate the basic employment in indus- 
try of our country. 

Mr. Simpson. They are not the cases I am talking about. I am 
talking about the cases where the imports of a competitive item 
have gone up very high percentagewise in the last 3, 4, 5, 6, 7 or 8 
vears. 

Mr. Srassen. You mentioned the lead miners, I believe, woolen 
textiles, and you mentioned one other, I believe. 

Mr. ee Bicycles, textiles. 

Mr. Srassen. I think you wn find that in the last 5 years, all 
of those industries have made \ r\ good protits 

Mr. Simpson. Manufacturing blankets and things for the Army 
and Navy, yes, but now they envisage the day, we hope, when 
they will not have to do that. They want to get the market back 
which they used to have. 

You mentioned lead, too. There were 212 mines shipping ore 
to Utah mills in 1940, and as of today there are only 4 mining 
companies in Utah. Lead is understandably vital to our economy. 
I want that business protected. I want those jobs saved. I want 
us to be able to get more than 4% percent of our lead here at home; 
lead which we must have in wartime. 

When I realize that the price was 19 cents a pound last year for 
lead, and it was reduced to about 12 cents as a result of one of these 
foreign countries just deliberately dumping on the market great 
quantities of lead which immediately put our mines out of business, 
I want to do something to have those mines reopened. Great 
Britain dumped the lead, and imports of lead rose from 264,00u 
in 1951 to 634,000 in 1952 

That is not a normal increase. It was done deliberately to get rid 
of their lead, and what happened to our mines did not interest 
Great Britain, apparently. 

Mr. Srassen. Lead is a good example of what I was talking 
about. 

Mr. Simpson. Yes, it is. 

Mr. Strassen. I think on the average, it costs 1314 to 14 cents 
to produce lead. It is now below the cost. of production. But the 
price of lead after the Korean war soared up very high, and they 
had terrific profits and opened up the tailings and the low-cost 
mines. Some went in and opened up mines that previously had 
been thought to be unoperational. They all pitched in, which they 
should do, to try to get lead for the needs. 

At the same time, fearing the possibility, after the Korean war, of 
a general war, the United Kingdom and the United States both began 
tockpiling. So you had this skyrocketing price of lead, huge profits 
or the lead miners, and an extra demand for stockpiling. Soon the 
stockpiles became filled. Then you had an oversupply, bringing 

iporarily bad market for lead at present. 

That I am certain 1s going to straighten out. In other words, the 


price of lead is beginning t climb back up a little bit. 
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Mr. Simpson. Certainly. As these mines go out of business. That 
is the point. 

Mr. Strassen. With the operation of the mines, I mean, you gradu- 
ally work off the oversurplus and the price of lead, I think, has gone 
up a half-cent in the last week. I think it will continue to climb, and 
you will get back into a sound situation. 

Mr. Simpson. I will tell you when it will go up still higher. Just 
as soon as they put out of production all the American mines, it will 
go up still higher if that is what you want. Those two-hundred-odd 
mines in Utah were not operating at the time of the Korean war. 
That was in 1940. It is reduced now until there are only four mining 
companies in Utah. 

Mr. Strassen. Are the 4 mining companies only mining 4 meses | 
In other words, are you citing to me compar: able statistics, or have 
you two different ones? What is the production of lead in Ut a over 
the pas st 20 years { 

Mr. Simpson. I do not know. 

Mr. Srassen. That would be the way to compare that. You might 
have a lot of the little mining companies all consolidated in a big 
inining company, and they would still be getting a lot of lead out of 
the ground. 

Mr. Sunpson. I am willing to pay a little extra to make ourselves 
safe from having to depend upon countries overseas for lead in time 
of war. 

Mr. Srassen. In the case of lead, the main imports—and we do 
need imports, even under the best of circumstances. 

Mr. Stmpson. That is right; we do. 

Mr. Strassen. Most lead imports come from Canada, and there is 
not much likelihood that Canada would be cut off from the United 
States in war. 

Mr. Simpson. This should interest you. In Canada, there are 12 
lead and zine mines closed down, and a thousand miners out of work 
in British Columbia, because of low prices, it was stated in Commons, 
according to a report published April 30. From Australia it is re- 
ported that because of the low price now prevailing, the producer has 
most of the small value of his zine concentrates wiped out after de- 
ducting smelter treatment charges, and so on. 

I do not want those ghost towns springing up again out in Utah. 

Mr. Srassen. Neither do I. I think, furthermore, I do not want 
unemployment in the cities of America. In other words, we have to 
look at the total economic policy, and I am convinced that the lead and 
zine situation will straighten out quite promptly as you work off the 
temporary surplus that was built up. You will find, ‘ believe, the 
lead and zine prices coming on up somewhere in the area of 14 and 
15 cents, and you will get a sound economic operation. 

Mr. Simpson. The surest way to get that price up is to put the 
American producer out of business, and then it will go up. That 
was our experience with rubber a number of years ago. Give the 
foreign country a chance to take the market, and they will take all 
the traffic will bear. It is natural. Everybody else does it but us. 

Mr. Srassen. The lowest lead imports we ever had were in 1932 
and 1933. They were the years of the highest unemployment in 
America. 
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Mr. Stmpson. I do not count that normal, and you do not, either 

Mr. Srassen. No. There are a lot of factors involved. But they 
ndicate a careful study is needed, rather than quick action. 

Mr. Suwpson. The ind ustry has been studying this for years and 

vears, and they know. ‘Tell me something else. Do you believe, Mi 
Stassen, that the relief provisions which are in the present law today 
lealing W Ith the « scape clause are sufficient relief and do ive business 
protection which they may need / 
. Mr. Srassen. | think usually they do: yes. Of course, those pel | 
point, escape, and other clause S, are a part of the study that ought to 
be carried on this year; but in the case of lead and zine, that could well 
be raised with the Tariff Commission right now for study. 

Mr. Simpson. I pointed out this morning that according to the 
industries concerned, oil and zine and lead, assuming relief is needed, 
if they got the maximum available under any and all Federal] oo 
cle aling with rehef for them, it would not solve their probl m. Tl 
; the reason, and the only reason, they are 1n a s¢ parate section i 

Do you think the administration of the escape clause has been fai 
] 


and timely: fair in the sense that industry has been given an Oppo! 


(nity to come In and present its case in the past several years, in the 
past 2 vears / 

. Mr. Si \SSEN | would not be in a position to indge that, aus I have 
been in the administra ) only % month. I do know that the 


} ] 


President’s attitude is that there should be a fair and timely study 
of these situations. 

Mr. Simpson. I had a number of men go down to the Department 
of State the other day representing unions from out in the lead area 
They went down there and met with several men, Mr. Leddy, Mr. 
Beaislidn. Mr. Armstrong, all of whom have been down there through 
out the New Deal years or a good part of it. These American 
workers were told that the State Department has no solution to offer 
for their prese nt predicame nt. They were complaining about being 
out of work. The oflicials contend that when a suflicient number of 
mines in this country have been wiped out, prices will reach the level 
of 151% cents proposed in the present legislation because of decreasing 
supplies. 

Do you agree with that police v.ifitisa police vi 

Mr. Strassen. No, I do not he lieve that isa policy. I think you had 
the Secret: uy of State before you recently. 

Mr. Simpson. We had him yesterday. I neglected asking him, I 
forgot to ask him,-whether he intended to get rid of people who 
express that kind of policy, if they did express it. 

Do you know anything about that? Do you have any comments 
on that ? 

Mr. Srassen. I would hesitate to comment on a sort of double hear 
say report on a policy matter from a junior in the State Department. 
in other words, I would feel that 

Mr. Simpson. It is hearsay only in the sense that I pass on what 
was said by a man who was there, in whom I have confidence. 

Mr. Strassen. You realize that would hardly be the basis on whic 
~— nt on a State Department policy, and I really could not z 
it. do feel that— 
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Mr. Stmpson. Can you agree with me that there have been mei 
carried over from the other administration who ought to be unloaded / 
Mr. Srassen. As a matter of fact, we are 

Mr. Simpson. Slowly doing it? 

Mr. Srassen. Accepting the resignations of a few of them every 
week, 

Mr. Stmpson. Thank you, Mr. Stassen. 

The CHarrMan, Are there any other questions / 

Mr. Eberharter will inquire. 

Mr. Exsernartrer. For the benefit of Mr. Stassen and the membe1 
here, they are just now voting over in the House on a provision which 
I think provides that the Department of Justice, the Attorney Gen 
eral, may dispense with the services of any official or any employee 
of his Department at his own discretion, without any appeal whatso 
ever. So perhaps we ought to get over there and vote on that 
proposition. 

Aside from that, Mr. Stassen, your opinion is that the foreign-trade 
pees of the United States should consider of paramount importance 
the benefit to the economy of the country as a whole, and not place 
the benefit of one particular industry first? 

Mr. Srassen. Yes; that in the long run, the advantage of any single 
industry is better served by policies that consider the total economic 
health of America, than they are by polici les that try to serve a spe 
cial industrial 1 terest. In other vords if vou start out to serve t the 
special indiv ‘dual industrial interests in America, you actually wind 
up in a situation that injures them all, coltcaadl that special interest. 

Mr. Eseruarter. Including the special interest as well as the entire 
economy ¢ 

Mr. Srassen. That is right. If you start to try to specially leg 
islate for one industry without regard to the total economic picture, 
finally it hurts - industry as well as the whole economy, and that 
is why study, especially when vou are in a situation that you have an 
all-time high of ie i a nt, should be thorough prior to action, 

Mr. Erernarrer. With that proposition, Mr. Stassen, it seems to 
me that this committee has done pretty well in the 19 or 20 years that 
it has had jurisdiction over this subject. I cannot for the life of me 
see where any benefit can accrue from appointing an pate Com- 
mission to take over, you might say, the studies that we have been 
conducting for 20 years. I do not ask for your comment on it unless 
you wish to make it. 

Mr. Strassen. I might say that the study that the President has 
asked for is not only of tariff polic cies, but of the broad economic 
policies that include many other aa cts of the situation. 

The Cuatrman. Mr. Secretary, we appreciate vour presence here, 
and the information that you have given the committee. We thank 
you for your appearance. 

Mr. Strassen. Thank you very much, and I appreciate your courtesy 
in hearing me. 

The Cuamman. The committee stands adjourned until 10 o’clock 
tomorrow morning. 

(Whereupon, at 2:45 p. m., the hearing was recessed until 10 a. m., 
Wednesday, May 6, 1953 
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WEDNESDAY, MAY 6, 1953 


Houser or REPRESENTATIVES, 
CoMMITTEE ON WAYS AND MEANS, 
Washington, rat 
The committee met, pursuant to recess, at 10 a. m., in room 1102, 
House Office Building, Hon. Daniel A. Reed (chairman) presiding. 
The CHarrmMan. The committee will come to order. 
in continuing hearings on H. R. 4294, the committee is privileged 
~ norning to have the ( ‘isting ished S« ‘retary of the Interior, the 
Tentonk ab le Dough: is Me ‘Ki: Ly. 
Itisa pleasure to welcome you, Mr. Secretary, and we are ready now 
to hear you. 


TATEMENT OF HON. DOUGLAS McKAY, SECRETARY OF THE 
INTERIOR 


Secretary McKar. Thank you, Mr. Chairman. 

| appreciate this opoprtunity to appear before the committee 
support of an extension of the Reciprocal Trade Agreements Act. 

Before coming to Washington I, as Governor of Oregon, was 
obliged as a part of my offici: al duties to acqi uire a certain amount of 
familiarity with problems of foreign trade. Oregon is a coastal 
State with a great port engaged in foreign commerce. It is closé 
to the border of Canada and closely linked with the fortunes of Brit 

1 Columbia in the watershed of the great Columbia River system 
re oreign trade is a major factor in the treatment of some of the great 
atural resources and industries of our State. We have canneries 
hems proce essing foreign- caught tuna. On the other hand, we have 
t good-sized fishery fleet cf our own which is seeking tuna, salmon, 

d halibut, not only off our own coast but off the coast of Canada, 
and which competes. in the United States market with imports from 
Japan and elsewhere. We have a number of aluminum plants, and 
they are dependent for raw materials to some extent on bauxite mines 

broad, Having neither oil nor gas in our State, we are very muse h 
nterested in getting them consistently at a low price from some 
other area, whether it is West Texas or the new oil fields in Alberta, 
Canada. 

In the Department of the Interior T now have to deal with these 
same commodities, along with petroleum products, fisheries products, 
minerals, and the products of our Territories. Here in the Depart- 
ment it is also understood that consideration of these commodities 
takes you quickly beyond domestic affairs and into the field of foreign 
policy, particularly foreign-trade policy. Therefore, I was pleased to 


li 
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find that my Department has membership in the Interdepartmental 
Trade Agreements Committee and the Committee for Reciprocity In- 
formation, both of which assist the President in the operation of the 
trade-agreements program. This membership makes it possible for 
me to bring to bear the experience and knowledge of the clomest ic 

tuation on the formulation of foreign-trade policy within the execu 


ypear this morning, Mr. Chairman, in support of legislation to 
extend for 1 year the Reciprocal Trade Agreements Act. I support 
the President’s request for this interim action which he sent to the 
Congress in his message of April 7. It is important that the Presi- 


cle author it) to negotiate trade agreements should not be allowed 


to laps He must have the latitude granted by this authority to deal 
with problems growing out of existing trade agreements concessions 


made to us by other countries so as to assure that they retain their 
full value for the United States. 
As the President has stated, a simple extension of the present act 
im measure. It will give the administration a 
chance to study carefi lly the complex problems of our foreign trade 
alo i with re lated domestic consid rations. The President has al 
ready requested the Congress to authorize and join in such a study. 
This is the first bill on foreign trade to come before the Congress 
since the new administration has assumed office. Now many mem 
bers of this committee have had long experience in studying and pass- 


] 


ing on legislation relative to foreign trade. The administration, how- 
ever, would welcome an opportunity to have a fresh look and a closeup 
at the problems of foreign trade—especially in the light of our new 
commitments internationally. 

It would indeed be surprising if such a study did not recommend 
major revision in our tariff legislation, in order to enable it to meet 
current problems. The Trade Agreements Act itself was first passed 
almost 20 years ago. It derives from the Tariff Act of 1930 which 
is now 23 years old. Since these laws were passed the country has 
experienced a major depression and wartime prosperity. We have 
noted the coming and going of both Hitler and Stalin. We are faced 
with a new world alinement and the emergence of a free world alliance 
in which the United States plays a leading part. The United States, 
having previously changed its world status from debtor to creditor, 
also changed, in terms of many of the products with which I am most 
concerned, from exporter to importer, 

I should like to see a fairly comprehensive reexamination of our 
whole foreign-trade policy, so we could bring it up to date. We have 
whole new industries that have grown up since the 1930 Tariff Act 
was written: Plastics, natural gas, atomic energy. We have new in- 
ternational obligations: The United Nations has been born, NATO 
has been created, the Iron Curtain has divided the world into two. 

I wouldn’t dare suggest even the outlines of what new policies, legis- 
lation, regulations may be required to accommodate our foreign trade 
and our domestic economy to these momentons changes. I hope the 
Congress will agree with the President and join in establishing a 
Commission to do this kind of stocktaking. 

Mr. Chairman, I doubt that you and the committee members are 
especially interested in my ideas on the peril point and escape clause 


would bD a mnterl 
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provisions of the Simpson bill. Others more familiar with their op- 
erations have testified on these points. However. these provisions of 
the pending bill, as I understand them, amend permanent legislation 
ind, if enacted, would themselves become permanent legislation. They 
would not automatically expire at the end of a year as would the first 
ection of the bill, the extension of the President’s authority to nego- 
tiate. If we are going to have the proposed Commission give study 
to the whole problem, it would seem undesirable to modify the nana 
rules just at this point. 

I should like to move on to a consideration of section 13 of H. R. 
1994. which deals with commodities with which the Department of 
the Interior is especially concerned: Petroleum (and, by implication, 
coal), and lead and zine. 

Section 13 would place an absolute quota on the imports of petro 
leum and petroleum products so that we could not import more than 
an amount equal to 10 percent of our domestic demand. I presume 
that the sponsors of this bill he pe by such legislation to create incen 
tives that would encourage domestic production and continued ex 
ploration and development. 

Our American petroleum industry must be given every feasible 
oppeny to maintain its strength; that is a matter of national 


ecurity. I recognize the imports ince of domestic petroleum produce 
tion to national defense and the contribution it makes to the national 
economy and that of the oil-producing States. I also realize that 


the petroleum industry is unique in that discovery and development 
of new reserves constitute a major and vital activity of the industry. 
Oil and gas produced must be re = pe by a vigorous and progressive 
search for new reserves or the Nation’s ability to produce petroleum 
would rapidly deteriorate. 

I recognize how important it is that the strength of the domestic 
industry be maintained. To maintain this strength requires an eco 
nomic climate that promotes the competition, progress, and technologi- 
cal development that has brought the industry to its present high 
degree of capability. The domestic industry today is undergoing 
a period of readjustment. The rate of growth in demand has leveled 
off after the rapid gains which followed the Korean outbreak. At 
the same time the expansion of supply has brought about a more 
normal reserve capacity. Demand is now dropping seasonally at the 
close of a warm winter. Domestic production has been reduced in re 
cent months, and there should be a corresponding cut in imports. 
There is evidence that already the industry is effecting such 
adjustments. 

It may be worthwhile to point out that this bill, if enacted, would 
not reduce the imports of crude oil but would permit an actual 
crease over 1952 levels. Residual fuel oil constitutes a large pro 
portion of total petroleum imports. A & » percent limitation on re 
sidual would permit an increase in crude within the 10 percent limi 
tation set by the bill. 

This same argument applies, it seems to me, to the proposal to 
limit even more drastically our imports of residual fuel oil. This 
legislation is, of course, sought in the interest of the coal industry. 
I am not unmindful of the difficulties facing our domestic coal in 
dustry—difficulties which are not new but go back a good many years. 
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The industry knows that there are several reasons why they have 
not been able to capture a greater share of the new markets that have 
opened up, and why they have lost ground in others. As the railroads 
have converted to Diesel fuel, a very important coal market has slipped 
away. The same is true as ships and industrial plants have converted 
to fuel oil, and as homes are increasingly being heated by oil or 
natural gas. Some of these installations converted to use fuel oil, 
especially those on the east coast, have been supplied in part by 
imports, as well as by domestic production. 

All these difficulties of the coal industry have been compounded 
by a very mild winter. 

Of course, the coal people would like to do something about all 
the competing products—natural gas, house-heating oils, Diesel oil, 
fuel oil (both domestic and imported), hydropower. They find it 
difficult, however, to propose action which would discriminate against 
other domestic industries, so they feel themselves driven to se seking 
whatever governmental action is available to them for effecting re- 
strictions upon imports. 

I want this Government to do everything it can to aid the coal 
industry, if in so doing we do not exact a payment from other seg 
ments of our economy out of all proportion to the gains accruing 
to the coal industry. 

America’s development and economic expansion has been built upon 
and made possible by coal, petroleum, natural gas, and waterpower. 
These have been our meus of relatively cheap energy. Imports of 
residual fuel oil—largely from Venezuela—have added to our sup- 
plies of available cheap fuels—especially in New England and the 
Eastern States. 

It seems to me that our first problem is to make sure that we con- 
tinue to have adequate quantities of low-cost energy available in 
proper form, at the place needed, and at the time needed. At the 

same time we must take a long-range view of the problem from the 
standpoint of security and peacetime requirements and not hamper 
domestic development and become unduly dependent upon foreign 
sources. 

Our second problem is to minimize the temporary imbalances which 
occur from time to time in our fuel and power supplies. In the north- 
west we have a power shortage, made more acute from time to time 
by lack of rainfall. In that region we have no coal or oil—but we do 
have abundant water resources, most of which are yet to be developed. 
In the Northeast we have the problem of high-cost power. In the 
coalfields we have signs of distress. 

These are spot problems. They call for treatment. I doubt that 
the right approach is to use the power of the Federal Government 
to control imports. 

To bar nearly 80 percent of our imports of fuel oil can have very 
serious effects upon our economy. Practically the entire impact of 
such restrictions will fall on the east coast which consumes practical- 
ly 100 percent of the imported fuel oil. To what level the price would 
go with shipments limited to 20 percent of existing levels, no one 
knows. It is not difficult to imagine a situation in which these lim- 
itations would impose restrictions in the use of energy upon consumer 
industries that would far outweigh any benefits derived by the coal 
industry. 
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The Secretary of State has spoken of the difficulties abroad which 
ould be encountered if this legislation were enacted. I shall not 
elaborate on them other than to suggest that this is no time from the 
tandpoint of national security to impair one of our very important 
ources of petroleum in _ Western Hemisphere. 

In the long run it may be desirable to place more effective controls 
ver imports of petroleum products in order to guarantee the con- 
nued growth of our own petroleum industry and to rehabilitate our 
oal industry. T can’t say now that such controls are required. But 
f the proposed study should find them necessary, such controls should 

be applied in a way that orderly adjustments could be made by pro- 
lucen and consumers, both here and abroad. The pending legisla 

; would make such orde rly adjustme nts impossib le. 

Mr. Chairman, I should like to turn to the provision of the Simpson 

which, if enacted, would levy an additional tariff on imports of 
1d and zine. 
The domestic lead and zine mining industry is currently expe 
riencing difficulties. It is reported to me that from August 1952 to 
March 1953, 30 mines have closed, that production has been curtailed, 
that the number of workers emploved has de lined, and that prices 
fallen sharply. IT am oo appreciative of the fact that the 
inprece lented flow of these metals to our shores hs as contributed sub- 
stant ally to the plicht of t he de ymestic lead and zine mining industry. 
I am aware also that the governors and legislatures sof many Western 
States Theva taken cognizance of this serious problem. 

Post-Korean mobilization programs fostered by the Government 
stimulated increased production of these commodities in this country, 
as well as abroad. Generally speaking, these mobilization goals now 
have been largely met, as have stockpiling objectives in these two com- 
modities. C onsequently supplies exceed, at least temporarily, current 
demands and prices have fallen. The impact has been most heavily 
felt by the smaller mining companies which are usually located in 
isolated areas and by communities which are virtually dependent on 
the economic activity of the mines. 

On the other hand, steadily expanding industrial activity has main- 
tained lead and zine in high demand and this high level of demand 
seems likely to continue as the economy continues to grow. It is also 
expected that the United States will continue to depend upon imports 
ee foreign sources to meet a substantial part of this growing indus- 

int demand for lead and zinc. 

Tt may become apparent in the near future that the domestic indus- 
try by its own efforts will not be able to make a complete readjustment 
to the present situation without painful consequences. Inasmuch as 
increased imports, as well as increased domestic } rroduction, have been 

a -how significant we do not know—it + appropri: ate for this 
matter to be investigated by the Tariff Commission. This is the 
regular aiaeaes established by law for dealing with situations of 
this kind, and, where warranted, for taking action that is temporary 
and can be rescinded when the temporary crisis is passed. 

This procedure, as provided in the present act, seems to me pref- 
erable to specific legislation at this time. We are in a period of read- 
justment as stockpile and mobilization objectives are being met. 
There will probably be other commodities where, at least temporarily, 
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supply will exceed demand. I feel we need a better understanding 
of the over-all problem. 

I should hope, therefore, that the Congress and the administration 
will cooperate in an examination of our trade policy. And I should 
like to assure this committee that my Department will cooperate 
wholeheartedly in bringing to bear on this study the necessary do- 
mestic considerations. My Department is the Interior. We are pri- 
marily a domestic agency concerned with the development and use 
of the Nation’s resources. The mining industry, the coal industry, 
the petroleum industry, are all concerns of my Department. At the 
same time we also have a responsibility to see that American industry 
has adequate supplies of minerals and fuels. 

In addition, during this interim period of study the affected indus- 
tries continue to have before them the op portunity to take their cases 
to the Tariff Commission for ese ape ¢ lause investigations, which after 
due consideration may result in modification of the tariffs or imposi- 
tion of quotas. The Congress in the Trade Agreements Extension 
Act of 1951 modified considerably the escape clause procedure in the 
direction of making it more accessible for use by domestic manufac- 
turers. It isnow mandatory for the Tariff Commission to accept for 
investigation any application from the industry which meets the 
requirements of the law. Furthermore, the definition of serious injury 
or threat of injury has been clarified by the 1951 act so as to ensure 
due consideration of all pertinent facts affecting an industrv’s com 
petitive position Sanaa r, the composition of the Tariff Commis- 
sion has changed; an industry application in effect now goes before 
a new and different Commission. Neither the coal industry, nor the 
petroleum indu stry, nor the lead and zine industry, has taken ad- 
vantage of this escape-clause mechanism since these new developments 
outlined above and have taken place. There is no reason why these 
industries cannot now seek relief under conditions which are more 
favorable to their petitions than has hitherto been the case. 

In conclusion, I reiterate my conviction that the most desirable 
action at this time is a simple extension for 1 year of the Reciprocal 
Trade Agreements Act without amendment, pending study and de- 
termination of a new foreign economic policy designed to carry out 
the aims of this administration. 

The Cuairman. We thank you, Mr. Secretary, for your appearance 
and the information that you have given to the committee. 

Are there questions? Mr. Simpson will inquire. 

Mr. Stwpson. Mr. Secretary, we are glad to have you before the 
committee. 

I wonder why it is that you suggest that with respect to the possible 
rehabilitation of the coal industr y, and to allow the continued growth 
of petroleum, this new study group should consider that subject; but 
with respect to metals, you suggest that they should go to the Tariff 
Commission for relief under existing law. 

Secretary McKay. They have not yet tried the use of the escape 
clause. Of course, I think the metals industry does need study, too, 
because they are in serious difficulty right now. 

Mr. Simpson. Do you believe that the maximum amount of relief 
available under existing law, assuming favorable action by the Tariff 
Commission and the President, would suffice to give the metal industry 
that degree of aid which they need to rehabilitate themselves ? 
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Secretary McKay. I do not know, sir. 

Mr. Simrson. If I may suggest, I do know. It would not. So it 
would be a moot question if they chose that method. It would not 
solve their problem. 


That, may I add, is 


why they are included in this bill in a special 
section. 

There is one other point that concerns me with respect to this 
special commission which is to be named to study many, many prob 
lems. This being the committee which, as you know, has primary 
jurisdiction with respect to tariffs and things of that kind, we have 
undertaken to ascertain what would happen after the commission 
made their study. I have not been able to get any conclusive answer 
until I read your statement here. I do not know whether you mean 
this. I wish you would explain it. You are referring to imports 
of petroleum, and you talk about controls, and then you say : 

But if the proposed study should find them necessary, such controls should be 
applied in a way that orderly adjustments could be made by producers and 
consumers 

Do you mean and is it your conception that whatever that proposed 
study group do and whatever they find, this committee then should 
do what they say ? 

Secretary McKay. You mean the committee of Congress? 

Mr. Stwpson. That is right. 

Secretary McKay. Oh, no. 

Mr. Stwpson. That is what the sentence says. 

Secretary McKay. I did not mean to leave that impression be 
cause, after all, the Congress is the final authority. 

Mr. Stupson. Then I follow it up by this question: What can that 
commission do that this committee will not have to do ultimately, 

ind are we not simply delaying the day when a proper decision 1s 
reached by interjecting a commission to do the work which this com 
mittee W ill have to do? 

Secretary McKay. I think this study would be more a help to the 
administration than it would to this committee, because this committee 
has men‘on it who have served for many, many years, and they prob 
ably have views that we in the administration, which has been here 
just a little over 3 months, do not have. 

Mr. Stmpson. They have been here for only 3 months, but this com 
mittee has been here for years. 

Secretary McKay. That is what I meant toimport. You have more 
information on the subject than we have in the administration. 

Mr. Stmpson. That is right. You will have the recommendations 
of this commission. You will have that, which you do not have 
now, that is true, and so will we. 

Secretary McKay. I think it would be advantageous to the ad 
ministration. That isthe point I was trying to make. I do not think 
you gentlemen need it because there are men on here who have served 
eight terms, such as the chairman, and he is certainly well informed. 

Mr. Srwprson. Another question, and this one is quite important, 
to my way of thinking. It has to do with this matter of petroleum. 
Do you see no objection to our including in our stores of reserves the 
vast amounts of oil which are available in Venezuela? Is that, in-youn 
opinion, highly desirable and can that be counted as a firm supple 
ment to our reserves here ¢ 
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Secretary McKay. Under the present international situation, it is 
very important that we have access to foreign petroleum. 

Mr. Srurson. Does that, then, remove, in your thinking, the neces 
sity for our continued exploration, and so on, here for more oil 
reserves ¢ 

Secretary McKay. The future of the petroleum industry depends 
upon exploration, and it must be done continually, because it takes 
vears, 10 or 12 years planning ahead to hit these wells. We must 
explore constantly. 

Mr. Stwpson. Do you think this committee should continue deple 
tion allowance and exploration cost allowances, and so on, to the 
domestic oil industry to enable them to go on and search up more 
reserves here when we have vast reserves in Venezuela as a part of 
our reserves ¢ 

Secretary McKay. I do not like to see Government place regulations 
on industry, except as a last resort. I think industry should have the 
opportunity of trying to work out their own problems. I believe that 
the importers of petroleum now are aware of the situation. I believe 
they have restricted their importations somewhat in the last few 
months. 

Mr. Smpson. Since this bill was introduced, they have; yes. 

Secretary McKay. Whenever you write into the law restrictions on 
industry or business, in my opinion that is the last step. Every other 
avenue Seal | be exhausted first. 

Mr. Simpson. I am right in believing that you do believe in tariff 
in some instances, do you not ¢ 

Sec retary McKay. Yes, sir. 

Mr. Simpson. Surely. That isa restriction. 

Secretary McKay. Sure, you have to have tariffs to compensate for 
the different wage scales, 

Mr. Simpson. I wish we would have that and nothing but that. 
Then our problem would be solved right away. 

Secretary McKay. Perhaps. 

Mr. Stimpson. In many areas. 

Secretary McKay. But on the other hand, you are going to place 
an import restriction in the law that I just do not go along with until, 
asI say,asa last resort. 

Mr. Simpson. You are not sure that maybe that commission might 
not recommend something of that sort, and then you would reconsider, 
would you not? Think it over. 

Secretary McKay. We would think it over, surely. 

Mr. Simpson. Now, in the mineral area, you know better than I 
that we are confronted with a fact where the ghost towns are springing 
up in the West which are the result of their inability to sell their lead, 
just as we have them in Pennsylvania in the coal areas where they 
cannot sell their coal any more. People are out of work. They are 
forced to go on unemployment insurance and on relief. These people 
abroad, being paid far less in wages, and so on, not having the social 
benefits that we give the workingman here—they have the jobs. I do 
not object to all the studies in the world. We have had a lot of them 
in the past, and another one will certainly do no harm and conceivably 
it can do a lot of good, but it will take time. 

All we are asking in this bill is that while that study goes on, we 
give some manner of protection to these people to whom I refer, who 
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are today suffering as a result of being unable to sell their products. 
Why could we not agree to give them some relief now, and if this com 
mission came In w ith better recommendations later on, change it next 
year ¢ 

Secretary McKay. Sir, I cannot agree with the first part of your 
statement where you say that those towns are springing up i in the 
West in the metal industr y. I donot think it is that serious. 

Mr. Srpson. I will admit I am taking the word of the people from 
out there, the representatives of the labor groups, some of the owners 
ind former operators, and certain governors. Maybe the word was 
used loosely and when they talk of five or ten thousand people out of 
work, maybe they are mistaken. I do not know. I am taking their 
word. 

Secretary McKay. On the other hand, the unemployment situation 
nationally has not yet reac hed a serious stage. 

Mr. Stmrson. | agree it is spotty. 1 know that, and I am not ar- 
guing about that. But Iam saying that a coal miner in Pennsylvania 
or a lead miner out in Utah who is hungry, it is important to him. 

Secretary McKay. That is right. 

Mr. Srrpson. T am thinking of him, and so are you. 

Secretary McKay. Sure. 

Mr. Stmpson. I would like to give some kind of relief right now 
and go ahead with all the studies we want. That is my position 
on 1t. 

Thank you, sir. 

The CHamman. Any questions? Mr. Cooper? 

Mr. Cooprr. Mr. Secretary, I hope you will allow me to congratu 

‘you on the sple ndid state ment you have presented and the helpful 
— vou have given the committee. 

I note that you state very clearly that it is your considered judgment 
that the est thing to do now would be to follow the President’s rec 
ommendation and extend the present act for the period of 1 year. 

Secretary McKay. Yes, sir. 

Mr. Coorrr. Mr. Secretary, are you familiar with the Paley report ? 

Secretary McKay. Slightly. 

Mr. Coorrr. What is the Interior Department’s position with re- 
gard to the Paley report? 

Secretary McKay. They have not taken any position as yet offi 
cially. It is under study in the Department. 

M. Coorrr. I noticed one statement contained in the Paley report 
which I will quote: 

Although vigorous efforts should be made by both industry and Government 
to maintain output, the best that can be hoped for is that the domestic mine 
production will not decline by more than 50 percent by 1975. The United States 
therefore will have to rely increasingly on imports, the demand for which may 
be some 60 percent greater in 1975 than the 565.000 tons imported in 1950 

Are you prepared to agree with that statement in the Paley report? 

Secretary McKay. No, sir, I am not prepared to. I just do not 
know. 

Mr. Coorrr. Are you familiar with the fact that the Director for 
Mutual Security, Mr. Harold Stassen, testified quite strongly yester 
day against the sliding scale of tariff on lead and zinc ? 

Secretary McKay. I did not know that he so testified, but I presume 
that he would. 
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Mr. Coorrr. Are you in agreement with him in that position 

Secretary McKay. Not entirely. I think the sliding scale is some- 
thing I am not prepared to endorse at this time. It is something that 
I think should be considered. The lead and zinc business is an up- 
and-down business, as you know, and at the present time, because of 
the surplus, the price is down below what it should be for profitable 
operation of the good mines. 

I believe—and it is just a guess—that it will adjust itself before 
too long, and that is what Mr. Stassen believes. If it does adjust itself 
at a price that industry can survive on, that is satisfactory. 

Mr. Coorer. Then it is your position that the present law affords 
ample appertenaty for any consideration and adjustments that may 
be found necessary with respect to the domestic mining industry 4 

Secretary Me Kay. At the present time, yes, sir. 

Mr. Co peR. All right, thank you. 

The Cramman. Mr. Kean will inquire. 

Mr. Kean. Mr. Secret: iry, Mr. Si Impson said that the ese ape clause 
action might not completely cure the troubles of the lead and zinc 
people, the mil ers. It would help, wouk | it not ? 

Secretary McKay. I would think so. 

Mr. Kean. It is pretty difficult to persuade me that we ought to 
pass legislation when the industry itself has not made use of all its 
possible remedies. As I understand it. under the reciprocal trade 
agreements and the escape clause, it would be possible for the Presi- 
dent, if he felt that it was the right thing to do, to put the rate back 
to what it was in the Tariff Act of 1930. 

Secretary McKay. I am not an authority. Iam not a miner. 

Mr. Kran. I believe he could. 

Secretary Mi Ix AZ» I believe he could, and ] believe they should 
exhaust that possibility first. 

Mr. Kean. The whole situation in zine and lead has changed some- 
what since 1930, has it not? Do we not have to import a great deal 
more than we used to back prior to about 1930% Was not the situation 
then one that we were producing most of our domestic requirements, 
and now the situation is that we are going to have in the future to 
Import more than we did ? : 

secretary McKay. Yes, sir, I believe that is right. 

Mr. Kran. Besides the question of the miners in this country, we 


do get the question of increased cost for American consumers. We 


naturally want to take care of the miners, but we also want to take 
care of the American consumers. 

Secretary McKay. Of course, at that time the price was very low. 
As I reeall, it was something like 6 cents, and the tariff has been cut 
in half since that time, so you do get a great deal more imports au- 
tomatically than you would at that time. 

Mr. Kean. As far as the fuel oil is concerned, if this bill for fuel 
oil was a. as is. those of us who live on the east coast would prob- 
ab ly find that the cost of manufacturing to people on the east coast 
would be increased. 

Secretary McKay. I think that is true. 

Mr. Kran. Therefore, ow eastern manufacturers perhaps would 
not be able to produce goods that the people would be able to pay for, 
and it probably would result in unemployment among industries 
along the east coast. 
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Secretary M« Kay. Iam sure that supposition Is corres t, that if the 
‘mports are restricted, the price may go up. 

Mr. Kran. Thank you. 

The CuarrM \N. Mr. Curtis will mquire. 

Mr. Curtis of Nebraska. Mr. Secretary, in trying to determine a 
policy on foreign trade, do vou feel that we should take into account 
the national defense needs? By that I mean not their immediate need 
for so many tons of this or that. but the production potential in th 
ountcry. the maintamMge ot certain mdustr eS anc MminMe oper ition: 
so th it they are available and can be put m use in time of war? 

Secretary McKay. Yes, sir. 

Mr. Curtis of Nebraska. If this study is conducted, do you think 

hat it 1s likely that our national defense needs and the need for pro 
tection perhaps 1 n some areas of our domestic activiti can be left 
entire ly in the hands of the dip vlomats, the relief to be oa uned by the 
consent of the other nations ? 

Secretary Mi Kay. I do not follow your question. 

Mr. Curtis of Nebraska. My question is not very good. I will try 
to restate it. Do you think that the tariff policy of this country, in 
volving national defense as well as domestic matters, can be brought 
about satisfactorily entirely by vetting the foreign countries to agres 
to 1té 

secretary McKay. No, sir 

Mr. Curtis of Nebraska. You think even when all studies are com 
plete, the ( Ongress V ll have to ussume Its respol sibility for reouiat 
ng foreign commerce and providing for the national defense some 
way, and of course if we can get people to agree to it, that is fine. 
but we cannot stop there; is that right ¢ 

Secretary McKay. Congress is the final authority. 

Mr. Curtis of Nebraska. That is all, Mr. Chairman. 

The CHamman. Mr. Holmes will napa. 

Mr. Houmes. Mr. Secretary, please let me, as a Northwesterner. 
e _ nd to you our most cordial welcome on your first appearance before 

he Ways and Means Committee. 

Secretary McKay. Thank you, sir. 

Mr. Hotmes. For those members of the committee and the people 
present in this room, you have been a great Governor of a great State 
out in the Northwest, namely Oregon, and we are happy indeed to 
have you here. 

In relation to the provisions of the present act, could you giv 
assurance, as Secretary of the Interior, if your Department were con 
sulted, that you wou: ld Zo into the prob lems of these industries that 
are in difficulty and furnish the facilities of your great Department 
in he ‘Ipin ¢ the Tariff Commission determine the facts of the case in 
relation to these situations referr ing to the spec ific troubles that thee \ 
have ? 

Secretary McKay. I think, Mr. Holmes, we could furnish a lot of 
technical information that would be very useful. For instance, 
PAD, Petroleum Administration for Defense, is an organization 
created—I am not sure how it was created—by Executive Order or 
Congress, but it consists of industry men, some of the topflight men 
in industry. They have made a very close study of the whole 
petroleum situation. 
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Likewise, in our Bureau of Mines we have some topflight technicians 
who undoubtedly can furnish information that would be of value. 

Mr. Hotmes. The reason I asked that question for the record, Mr. 
Secretary, is because in the past, many of these industries in trouble 
feel that they have never had proper recognition of their problem 
in relation to the provisions already in the present act, and I think 
assurances along the line of the enforcement of those provisions and 
the proper use of those provisions would give them more confidence 
in the new administration of the act. 

Secretary McKay. For instance, in the Department of Mining and 
Geology, I would like to call to your attention the fact that the new 
Assistant Secretary has been on the job only about 3 weeks now, 
Felix Wormser, who has spent his life in the mining business. He 
has had some topflight jobs in the lead and zinc business, as a matter 
of fact. He knows the mining business, having worked as a mucker 
on up to vice president of a big corporation. He has the confidence 
of the industry. Unquestionably, in my opinion, Felix Wormser 
would be in a position to give valuable information to this committee 
or to any group of people. 

Mr. Hor_mes. Thank you very much, Mr. Secretary. 

The CuHarrman. Mr. Eberharter will inquire. 

Mr. Exsernarter. Mr. Secretary, your Assistant Secretary, Mr. 
Wormser, gave up his interests in the St. Joseph Lead Co. when he 
came to the Government ? 

Secretary McKay. Yes, sir. 

Mr. Esnernarter. I assume, then, that he has no special interest any 
more in protecting the mining industry, lead and zinc, and so on. 

Secretary McKay. No, sir. Mr. Wormser is a very high-class citi- 
zen. He has taken an oath of oles which he will respect. 

Mr. Esernarrer. Did he make the suggestions as to the protection 
of that industry which have gone into the Simpson bill, the so-called 
equalization plan or sliding scale plan? Do you know whether he 
did or not ? 

Secretary McKay. I know nothing of the source of Mr. Simpson’s 
information in that bill. I have no way of knowing. 

Mr. Eevrruarter. I believe you said, in answer to Mr. Cooper of 
the committee, that you are not completely sold on the equalization 
plan or sliding scale plan as outlined in the Simpson bill, is that 
coped 

Secretary McKay. I did not mean to leave the impression that I was 
not sold. I am not informed enough yet to have made an opinion. 

Mr. Esernarter. Mr. Wormeer is in charge of the Metals and Min- 
ing Branch of your Department ? 

Secretary McKay. Yes, sir. 

Mr. Evernarter. You are not informed right now. Then can we 
not reasonably conclude that you will follow his advice, having such 
a high regard for his opinion and experience? 

Secretary McKay. Yes. Not necessarily. At least, the final au- 
thority rests with the Secretary. I take the advice of all these men, 
but I do not agree in advance to agree with them. 

I think you will find that Mr. eee regardless of what his 
opinions may have been before he became Assistant Secretary, is 
now a faithful employee of the United States Government. 





TRADE AGREEMENTS EXTENSION ACT OF 1953 705 


Mr. EKneruarter. You feel, then, Mr. Secretary, that the larger 
nterests of the country will now govern him and not the special 
nterests of the mining industry ¢ 

Secretary McKay. Having known him for many years, I have not 

he slightest doubt of his integrity and his abi lity to serve the United 
States faithfully, without any thought of the lead business. 

Mr. Esermartrer. Are you familiar with the fact that he made a 
tatement in an address contained in the March issue of “The Mines 
Magazine,” that this sliding scale proposition will provide a reason- 
ble cost to the consumers ? 

Secretary McKay. I am not familiar with the speeches he made. 
1 know that before he assumed the position of Assistant Secretary, 
ie was friendly to the sliding scale and was speaking for it. I 
ever read his speeches. 

Mr. Eppruarrer. In a hearing before the Committee on Interior 
ind Insular Affairs, Mr. Wormser stated—and I want to quote this— 
‘The primary purpose of the sliding scale tariff was to increase the 
price of lead in this country.” 

eretary McKay. What date was that statement made, please / 

Mr. Eperuartrer. That was in the hearings before the Committee 
on Interior and Insular Affairs of the United States Senate, 83d 
Congress, lst Sess., April 13, 1953, in which he said the primary pur 

ose was to increase cost of lead to the consumers of this country. 

Secretary McKay. That was made before he was an emp loyee of 
the Department. 

Mr. Epernartrer. That was the hearing held on his nomination 
on the question of whether or not he should be confirmed by the 
Senate after his name was sent up. 

pe enim McKay. I see. He was still not an employee. He could 
not be an employee of the Government— 

Mr. Reaciad ,rTER. You think he still holds to the idea that the best 

ry to handle this situation with respect to the mining of lead is to 
ncrease the cost to the consumers of the country ¢ 

Secretary McKay. I do not know what his thinking is, but I would 
presume that if his opinion was firm, it still is the same. I say again, 
his first obligation today is to the United States Government and not 
to the lead industry. 

Mr. Esernarrer. This statement was made after he was nominated 
by the President of the United States to his present position. The 
primary purpose was to increase the cost of lead to the consumer. 
Do you not think, Mr. McKay, that it is important for you to know 
whether or not he still believes that that is a good polic y ¢ 

Secretary McKay. No, I do not think that is important. This is 
the first time I ever heard he made the statement, but there is no 
doubt about it, the sliding scale is to raise the cost of zine so that 
the miners can live. Naturally, the consumer would pay. There is 
no doubt about it. There is no debate on that. 

Mr. Esxernarter. That is not the same thing. 

Secretary McKay. It certainly is. 

Mr. Exsernarter. The primary purpose, you stated just now, is to 
vive employment to the miners; whereas he stated the primary pur- 
pose was to increase the cost. It seems to me there is some slight 
tifference there. 
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Secretary McKay. The results are the same, because the consume 
naturally. if vou increase the sliding scale imports so the miner gets 
more money for his merchandise, the consumer pays. 

Mr. Eseruarrer. Last month, Mr. Wormser stated categorically 
that he was in favor of H. R. 4294. which we now have before us. 
Did you know that ¢ 

Secretary McKay. No, I did not. 

Mr. Enernarrer. Would you say that any conflict exists in your 
opinion as expres ed to this committee, and that of Mr. Wormser of 
last month ? 

Secretary McKay. I cannot say: but I can say this—that I would 
not attempt to control the t hinkin ey of the people of the De ‘partment 

e Interior 

Mr. Esernarrer. Then, Mr. Secretary, it seems to me in all sin- 
eritv that one of youl top assistants and you should have rotten 
together so we could weigh your testimony and give it some con 
sideration. You, in effect, say here that your assistant in charge of 
this subject is practically diametrically - -— to your position. 

Secretary McKay. I did not say that, 

Mr. Esernarrer. I quoted the testimony that he gave last month, 
which is diametr cally opposed to the position you present to this 
committee, and yet you say in effect that you do not know about 
his position and that it does not make any difference. I think it 
makes a tremendous ditlerence to this committee. 

Secretary McKay. I do not think those words that you just quoted 
were used by me. I admitted that his opinion was such as of that 
date, but he was not an employee of the Federal Government at that 
time. He was applying for a job. 

Mr. Esernuarrer. He was trying to be an employee of the Federal 
Government. 

secretary McKay. He did not apply re this job. I coerced him 
to take this job. I twisted his arm to take this job because I think 
he is the most valuable man in the United States to serve on this job. 

That was his opinion at the time he applied for the job. He told 
the Senate honestly that that was his opinion. He is entitled to that 
opinion. Certainly I have talked to him about this in the last few 
days. But he will abide by the decision of the administration on 
support of the bill. 

You are at perfect liberty to bring Mr. Wormser up here and ask 
him personally. 

Mr. Esernarrer. I would not ask that, Mr. Secretary——— 

Secretary McKay. He is available. 

Mr. Eseruarrer. Because you are representing the administration. 
You are representing before this committee the views of the Depart- 
ment of the Interior, and we find that the last information we have 
on the subject is that your views are diametrically opposed to those 
of your assistant in chi arge of that activ itv in the Interior Department. 
That leaves the committee sort of dangling on a string, in my opinion. 

Secretary McKay. I cannot agree with your statement, sir. 

Mr. Esernarrer. Thank you, Mr. Secretary. 

The Cnatrman. Mr. Sadlak will inquire. 

Mr. Sapuak. Mr. McKay, do I understand from your formal state- 
ment that you are now suggesting that all of those who felt they 














TRADE AGREEMENTS EXTENSION ACT OF 1953 707 





had an Injury and had been accorded an investigation before the 
Tariff Commission but did not find relief from their injuries, go back 
to the Tariff Commission, and that in view of a new environment there 
they might hope for success where previously they were denied any 
relief ? 


Secretary Me K Zz. No, J do not believe they apphed for relief under 


the escape clause. ‘That was my statement. 
Mr. Saptak. You mention only one industry, if I recall, during 
your formal statement, that did not apply. Did you also have refe1 


ence to those that had applied and were turned down, and then came 
to this body here as the only avenue of recourse, and who now find 
hope in the Simpson bill, that they should go back to the Tarifi 
Commission? Or do I misunderstand you ¢ 

Secretary McKay. I was not speaking of them, because I had no 
information on the fact that they were turned down. 1 was speaking 
of the lead and zine industry, which had not applied. 

Mr. Sapiak. You had no reference to the previous hearings o1 
investigations ? 

Secretary McKay. On what industry, sir? 

Mr. Sapiak. There are many industries that came before this 
committee, Mr. Secretary, who had previously gone to the Tariff 
Commission. There have been some 20 investigations, and only 2 
glaring exceptions where they had obtained relief. The others were 
turned down. 

Secretary McKay. I was not referring to that, because if you check 
the testimony, I think it says that lead and zine industries had not 
applied for relief under the escape clause. 

Mr. Sapiak. Following Mr. WKean’s line of inquiry, Mr. Secretary, 
can you tell this committee v hy the eastern coastline started to t 
residual oil in o1 ler to run its heavy md istry é 

Secretary McKay. What is that! 

Mr. SADI AK, Why cid the eastern seaboard use thi heavy residtla 
oil for its industries, and has been usine more of it? 

Secretary McKay. It is a matter of price. I presume the greatest 
problem in this country, industrially, is the source of energy, and they 
buy the energy wherever it is cheapest, energy-producing fuel. 

Mr. Sapuak. Is there not also the fact in this matter that they were 
unable to obtain other materials with which they ran the industry 
previously ¢ 

Secretary M« Kay. I do not know. Are you referring to coal ? 

Mr. Saptak. Yes, sir. 

Secretary McKay. I did not know that they were unable to ob 
tain it. 

Mr. SapLik. The Secretary knows that there has been some diff 
culty not so lone ago in that respect, and for that reason WLAN of them 
have changed over to the use of oil rather than coal. 

Secretary McKay. Yes, that is right. 

Mr. Saptak. In order that I might understand your own feeling 
on this trade, Mr. Secretary, do I interpret your feelings correct], 
when I say that you are for competitive trade rather than free trade ¢ 

Secretary McKay. Yes, sir. 

Mr. Sapiak. Then one final question: In your formal statement 


you tell us that you were pleased to find that your Department has 


32604— 535 +6 
































































708 TRADE AGREEMENTS EXTENSION ACT OF 1953 


membership on the Interdepartinental Trade Agreements Committee 
ind the Committee for Reciprocity Information, both of which assist 
the President in the operation of the trade agreements program. 
When the Secretary of State, Mr. Dulles, was here on Monday, he 
ndicated to us that the State en ment was only 50 percent of the 
whole picture, and that the other ‘abinet members would re present 


1 


tne other dO peres ni 
Do you know how much of the percentage you will be allowed in 
the administration and the prepari ation of these trade agreements ? 

Secretary McKay. Offhand, I could not say. If we have a minority 
interest, we will at least be able to speak our piece. 

Mr. Sapuak. It is my understanding, of course, that the State De 
partment controls and dominates the trade neesneness and L won- 
dered if perchance the particular phases wherein, let us say, petroleum, 
lead, and zine are concerned, you would have the say r: "i ier than the 
sec retary of State. I wondered if such a promise hs id been made to 
you. 

Secretary McKay. No, sir; it has not. 

Mr. Sapuak. That is all, Mr. Chairman. 

The CHarrMan. Mr. Baker will inquire. 

Mr. Baker. Mr. Secretary, you rece onze, do you not, that the coal 
business, the coal industry, is in a sick and distressed condition in this 
country ¢ 

Secretary McKay. Yes, sir. 

Mr. Baker. And that 1 year could well mean life or death to many 
companies ¢ 

Secretary McKay. I do not know that, but I presume it could be. 

Mr. Baker. You do realize that down in Tennessee and Kentucky, 
a large num! ber of mines have closed within the past few months? You 
know that, do vou not ? 

Secretary McKay. Yes, sit 

Mr. Baker. What is your answer to this problem ¢ 

Secretary McKay. You must look at the history of the coal mines. 
For instance, natural gas has taken more away from the coal business 
than residual fuel. I believe; and also the change in the railroads from 

steam to diesel | ius hurt the coal business. It is one of those things 
that progress hurts people. 

I happened to be in the autor nobile business for 33 years. We put 
a lot of live ry stat bles out of business, which J regretted because J love 
horses. But that is progress. 

Mr. Baker. I am speaking not of the condition or the problem, but 
what is the answer? Do you have any answer, as Secretary of the 
Interior, or any suggestion ? 

Secretary McKay. My Department, the Bureau of Mines, can 
probably give you a lot of suggestions. I am not an expert on coal. 

Mr. Baxrr. Do you have no policy, as head of the Department, at 
this moment to offer to solve the problems of the dying coal industry ? 

Secretary McKay. Certainly we have, sir. Not me personally, be- 
cause I do not personally run all those departments. There are 11 
bureaus down there. We have some topflight people in the Bureau 
of Mines who are working on this thing. 

Mr. Baker. Of course, I did not mean you personally, at all. 
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Secretary McKay. We are very much aware of the seriousness of 
the coal industry ; and the coal industry, just like the petroleum in- 
dustry, are a couple of the children of the Department of the Interior, 
and we are interested ” both of them and do anything we can to help 
either of them. We are vitally interested in the coal business. 

Mr. Baxer. Has your Department so far taken a position on a 
minimum price structure for coal ? 

secretary McKay. Not to my knowledge 

Mr. DAKER. Is that being considered in the Department ? 

Secretary McKay. I could not say without checking with the De- 
paltinenh 

Mr. Baker. One further question only on residual fuel oil. At 
page 7 of your testimony, about the middle of the page, you say: 


But if the proposed study should find them necessary, such controls should be 
pplied in a way that orderly adjustments could be made by producers and con- 
sumers, both here and abroad The pending legislation would make such orderly 
adjustments impossible. 

Applying that statement particularly to residual fuel oil that comes 
into this country from the Dutch Antilles and Venezuela, and not to 
crude petroleum and its products generally—you follow me, do you 
not—is it not true that nearly all of this residual fuel oil is burned 
in very heavy industrial and utility aaah, and not ordinarily in 
commercial and certainly not in homes or small plants! That is true, 
is it not, Mr. Secretary ¢ 

Secretary McKay. Yes, sir. 

Mr. Baker. Is it not also true that nearly all of those large plants 
with very heavy boilers have facilities already existing to shift ove 
night from this residual fuel oil to coal ? 

Secretary McKay. | am not familiar with that. 

Mr. Baker. That is all. 

The Cuarrman. Mr. Curtis will inquire. 

Mr. Curtis of Missouri. Mr. Secretary, I am very disturbed about 
the language that you use on page 3 in your prepared statement, in 
the last paragraph, where you state that you doubt that the committee 
members are especially interested in your ideas on the peril point and 
escape clause provisions of the Simpson bill. | Reading: | 


Others more familiar with their operations have testified on these points 


I want to pick up the rest of that statement a little later, but to 
start out there, I, as a member of this committee, am very much 
interested in your ideas on “peril point” and “escape clause” because 
I think that is the guts of this whole question oe fore us. 

You have testified that you think that the lead and zinc people, for 
example, will be able to present their case under the provisions in 
the present act, and that it is unnecessary to modify the language 
of the present act in order to give them this relief if they have a 
just case. Yet you say you are not familiar with these “peril point” 
ons ‘escape clause’ ’ provisions in the present act. 

How do you come to the conclusion, then, that these peop le, if 
they will present their case under the present act, would receive an 
adequate and prompt hearing ? 

Secretary McKay. I think they will receive a prompt hearing. 

Mr. Curtis of Missouri. They have not in the past, sir. Here is the 
point: As a committee we have been listening, and rightly so—it 
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is our job as a committee—to the complaints of American industry 
day after day here, and they have told us the story that they have 
not been able to get prompt hearings, and the evidence seems to be 
building up that under the past administration of this act they have 
not been able to have their case heard or to have it heard in any 
sympathetic manner. P 

Previous Cabinet officers have testified, as I have judged their testi- 
mony, that the act is all right, that the language of the act is all 
right, and under proper administration these cases of American in- 
dustry will be heard promptly and can receive prompt consideration, 
and that it is not necessary to change the language of the act in 
order to produce those results. 

To me, that is the whole issue before us, and when you say that 
we are not interested in yo ur ides as on the te rminology and the lan- 
guage of the act on “per il point” and “escape” clauses, “and when you 
yourself are particularly concerned, as you have said, with the lead 
and zine industry and the coal industry, how do you conclude, then, 
that they will have an adequate hearing without changing of the 
language ¢ 

Secretary McKay. This administration, I am sure, will insist upon 
any department of the Government giving speedy action to the interest 
of any of its citizens. 

Mr. Curtis of Missouri. Yes, but you see, your Tariff Commission 
is not changed. You say there is a new Tariff Commission. One 
member has been changed. Part of this bill provides that instead 
of having a three-and-three membership which can produce an im- 
passe, that it have an odd number as other commissions have, so there 
will bea adiaia That is a procedural matter. Those are the things 
that. as a member of this committee, I am concerned about. 

Your statement goes on and says: 

Others more familiar with their operations have testified on these points. 


I regret to say that in my opinion, they have not. They have been 
talking in generalities, just as I would say your statement is. I 
appreciate those generalities and I agree with them, but we are con- 
cerned with trying to write legislation, and if we have found that 
the act as administered has not been administered to protect certain 
phases of our industry, maybe it is the administration that has been 
wrong, but maybe there is something wrong in the act itself. 

That is what I am trying to find out. You come here and tell me 
that you do not know anything about, or rather, that you have not 
any opinion on the actual way the act has been written. 

Secretary McKay. I do not think I said quite that. As I said 
before here, 1 have been in Washington a little over 3 months. I do 
not think I can be expected to be an authority on all of these things 
so quickly. JI think you know a great deal more about it than I do, 
as a matter of fact. 

Mr. Curtis of Missouri. No, sir, I would not put myself in that 
category, but I would put this committee in that category; and yet 
the word has been spread around this country, sir, that this Simpson 
bill is going to cripple the Reciprocal Trade Agreements Act. If it is 
voing to, | want to know where. because I do not want to cripple the 


Re iprocal Trade Act. 
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I am inclined to £0 along with the administration, I might say, 
but if I do not have a little positive evidence somewhere where some 
body says a particular provision here will cripple it—and to date, 
I have heard none from the testimony of the administration—unless 
I can find it my self, I am constrained to feel that this is just epithets ; 
that there is no basis for this condemnation. 

To take this section of your statement a little further, you state that: 
However, these provisions of the pending bill, as IT unders ad them d 
permanent legislation and, if enacted, would (hemselves become permanent 
legislation 

That is certainly not true up through section 7 of the bill, through 
page 8. Those are simply amendments of the temporary act that we 
are extending. Those are the changes of laneuage in the criteria of 
how we are to determine when an industry might be adversely affected 
through imports. 

Surely, some of the rest of the act actually goes into permanent 
legislation, like putting an aaditional member on the Tariff Com 
mission. but I cannot follow generalities. I can understand details. 

I would like to ask you, Mr. Secretary, if, in your opinion, there 
Is any provision in this Simpson bill that would so cripple it that the 
administration could not properly function if this became law / 

Secretary McKay. No, I do not say that. I do not think it is going 
to cripple anybody. But I say that a simple continuation of the 
Reciprocal Trade Bill, the act, for one year would give a chance for 
further study on the whole situation. 

Mr. Curtis of Missouri. But if this committee felt there were cer 
tain changes that could be made which would be beneficial and still 
give the authority to go ahead with the Reciprocal Trade Act, what 
would be wrong with that? President Eisenhower has said that as 
long as the amendments in the extension are not changing the basic 
purpose of the act, he would go along, as I interpret what he said. 
What I am trying to find out from the administration is what particu 
lar things in this Simpson bill are objectionable, in detail; what 
language in here is harmful. I have not heard any yet. 

Secretary McKay. I am sorry I cannot help you, but I still go back 
to my statement. that it is a very simple procedure to extend it for 1 
vear. We have not done so badly under the present act, I do not 
believe. 

Mr. Curtis of Missouri. If you had to listen to the testimony that 
this committee has had to listen to, and the situation that a lot of 
American industry feels that it is in, [ think you would be as disturbed 
as we are, and as concerned to try to do something about it. 

One final matter. On page t of your statement you say: 

Section 13 would place an absolute quota on the imports of petroleum and 
petroleum products so that we could not import more than an amount equal 
to 10 percent of our domestic demand 

I would say you could say that with justification, if that were a 
rigid, absolute quota, it would be a very dangerous thing, in my 
opinion. But on page 14 of the bill, section (b) has a provision for 
suspension of the quota, and gives the President the power to suspend 
that quota if certain situations change, as far as the demand is con 
cerned, which seems to me to meet the objection that vou are raising 
here. 
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Maybe in your opinion, after you read the provision on suspension 
of the quota, you would still feel that that is too r igi. I would like 
to know if that is so, but certainly the way the Simpson bill is written, 
it is not “an absolute quota” at all. It has its own escape clause and 
gives the President these powers. 

Secretary McKay. I have read the bill. IT am not an authority on 
it. I did not observe- 

Mr. Curris of Missouri. This is on page 14 of the bill, and it is 
subsection (b) under section 322, “Import Quotas for Crude Petro- 
leum and Residual Fuel Oil.” It is entitled, “Suspension of Quotas,” 
and has subsections (1) and (2) which set up the procedure. 

Secretary McKay. “ may be sup wr by the amount of 


Imports necessary. If it is inadequate to meet the demands of the 
United States, then it can io — onded. 
Mr. Curtis of Missouri. That is correct. As I interpret your 


statement, that is what vou art aieebal about: that if an absolute 
quota were imposed, the needs of the United States m ight be : idversely 
affected. But I think that is just the reason for th s provision of 
suspension of quota 

Secretary McKay. That probably would be used as an escape 
clause in the event of an emergency where we need more oil, but, 
at the same time, as I said before, I do not believe in the Govern- 
ment’s moving in on business, the control feature, unless it is abso- 
lutely necessary. That is the reason I do not approve of the quota 
vstem. I think industry themselves competitively can arrange that 
better than the Government. I would like to see it tried. It has been 
only a short time that petroleum has been im any difficulty, and I 
do not believe they have exhausted all their avenues yet, before they 
should come to Government and ask that a quota be put on by law. 

Mr. Curtis of Missouri. Thank you, sir That is all. 

The Cuarrman. Mr. Utt will inquire 

Mr. Urr. I wish to con pliment you on your ipa peech last night. 
I think you gave thousands of small-business men a great belief im 
America and the free-ente rprise sh ten. J certall ly personally en- 
joyed it very much. 


I have just 1 or 2 questions. One is as to whether you, as the 
Secretary of the Interior, would subscribe to the theory and the 
idea that if certain American specialty crops cannot compete with 


foreign imports, they should abolish those industries and transfer 
into some other type of production ¢ 

Secretary McKay. Now you are getting right down 

Mr. Urr. L refer specifically to the cherry industry. 

Secretary McKay. Cherry and filberts in Oregon. 

Mr. Urr. Right. 

Secretary McKay. I do not believe we want to put those industries 
out of business. In the first place, under a tariff policy we must 
have a strong America. If America is not strong domestically, the 
world will not be strong. So we cannot be in the position of putting 
people out of business. But I will say this, for the filbert industry, 
for instance: I do not believe they have yet exhausted all of their 
opportunities in merchandising the crop. Naturally, they are hurt 
and they want to get t additional protection from products from the 
Mediterranean. 
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The cherry industry is a little different, particularly the mara 
schino cherries. Because of the imports from Italy they are really 
priced out of the market. They would have to have some ad litional 
protection. That is the only thing of opening up this whole story 
at this time. There will be dozens of them that ae some adjustments 
on tariffs. 

Mr. Urr. The thing that we have in the Simpson bill is to add a 
criterion to help guide the Tariff Commission. As you know, il 
the past there have been 25 industries applied for relief from the 
Tariff Commission, and so far only about 2 have finally ae 
relief. The Simpson bill simply adds criteria by which they can be 
guided. Iam glad that you do not subscribe to the idea of the en ida 
tion of businesses, although the Tariff Commission has recommended 
that to the cherry industry, and also to the garlic growers of Cali- 
fornia; and in the recent report of the Tariff Commission as regards 
the tuna problem, which involves the States of Oregon, California. 
Washington, and other States, they said, on page 67 of their report i 
the conclusion, among other things: 

That a sharp curtailment of imports of tuna and tuna-like products, whether 
through quotas or tariffs, would probably benefit the immediate future of the 
domestic fisheries, but it might also encourage the tuna industry to expand 
their domestic fleet and contribute to a later recurrence of the very same thing 

I can find nothing in the instructions to the Tariff Commission 
under the law that an industry is not entitled to protection just be 
cause it might expand its own industry. I am wondering if you 
would subscribe to the idea that the Tariff Commission should not be 
guided by the impact of imports, but should just be arbitrary and 
capricious on the basis that it is not good for the industry to expand 
itself ? 

Secretary McKay. Oh, no; that is absolutely foreign to the Ameri 
can prine iple. We surely want to expand any time we can. 

Mr. Urr. I knew that would be your answer, and I wanted to get 
it in the record. That is what American i industry has faced every 
time it goes before the Tariff Commission, and we do have a Tariff 
Commission that is not completely changed. You, as a businessman, 
if you would examine the record and find that 25 industries had been 
practically turned down, would hesitate to go to the expense of going 
before a commission which you felt might completely turn the mat 
ter down. 

One other thing. This probably should not be direc ted to you, but 
I failed to get it into the record when Mr. Stassen was here because we 
had a roll call and we all had to leave in a hurry. That is, accord- 
ing to your statement here you do believe that we should have a com 
mission appointed or a committee ap pointed by the Speaker of the 
House and the Vice President, to examine the full tariff problem and 
foreign trade problem. Is that correct? 

Secretary McKay. Yes, sir. 

Mr. Urr. Speaking only as one member of the committee, it just 
seems to me that we have had more bureaus and commissions making 
examinations and reporting back and doing nothing about it. This 
committee will have, of course, to duplicate the work that that com- 
mittee does, and I would like to invite your attention to the fact that 
after the first of the year there was a large committee of businessmen 
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sent to Europe to examine the mutual security and foreign aid, and 
they have been returned to this country for some 60 days now, and yet 
no report has been given, either to this committee or to the public. 

I am wondering, personally, whether those reports are being sup- 
pressed because they may contain something in them that would be 
adverse to the Mutual Security Administration, even to the effect 
that they might have recommended that the Mutual Security Agency 
be abolished along with the Administrator. 

I am not asking you to comment on that, but 1 did want to put it into 
the record that we may face that same thing with another commis- 
sion coming back and not reporting, either to the public or to this 
committee; and in the meantime we have lost many industries in the 
United States because this committee has failed to act, and we are 
the ones who are going to be blamed and not the general administra 
tion. It is roing to be this Committee on Way s and Means, which 
has the responsibility of trying to protect domestic industry. 

I do not ask for comment on that, because it is not in your Depart- 
ment, but I did want to get that into the record, having failed to do 
SO yesterday. 

Thank you. 

The Cuarmman. Mr. Jenkins will inquire. 

Mr. Jenkins. Mr. Secretary, I was very much interested in your 
colloquy with our distinguished member from Pennsylvania, Mr. 
Eberharter. In your discussion of Mr. Wormser, your principal As- 
sistant, you indicated that he is a man of great ability and great 
perspicacity, and that he has about everything that it t: akes to make 
a real man. 

Still, I understand in spite of his position with reference to this 
matter, you come before us with a different view. He is a man of ex- 
perience in this line. You admit that you are not. Still he has an 
opInio n different from yours. What do you think? Do you think 
I would be wrong if I would take his opinion against yours? 

Secretary McKay. You have not asked his opinion as i Federal 
employee. Naturally, all of 1 business might " a little prej- 
udiced in favor of our own aan ealont t youthink? I do not know. 
I have not discussed that feature with him. 

Mr. Jenxins. That would make no difference. If he is right with 
reference to the lead and zine and the things that he knows about, if 
he is right as an engineer, then he is still right whether he is your as- 
sistant or whether he is not your assistant. 

Secretary McKay. That is right. But I think the question is 
hardly fair, because we have not examined Mr. Wormser on these 
things. I think if you want to get his opinion, he will be glad to 
give it to you in detail. 

Mr. Jenkins. I already have his opinion, and I am satisfied with 


l 
] 
I 


r 
; 
( 


Let me ask you another question. Over on page 2 of your state- 
ment — 

Secretary McKay. Pardon me. May I answer that? 

You have not had his opinion since he has been in the Department. 

Mr. Jenkins. I just got his opinion from what Mr. Eberharter 
read from the book. That is all I had. 

Secretary McKay. That was his opinion prior to the time he be- 
came a Federal employee. When you become a Federal employee of 
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the administration, naturally there is some give and take in some of 
your opinions. I do not think it is as serious as that a man is right o1 
wrong. Ido not think it is that serious 

Mr. JENKINS. I will sive you my reasons for taking my position 
] have sa t here how for : 3 weeks, and fol z weeks we have listened to 
men west all parts of the country. representing millions of people 
and billions of dollars, all of them without exception advocating the 
passage of Mr. Simpson’s bill. 

I put your first assistant in the same category with those people, and 
that is the reason I want to call that to your attention: That you have 
with you a man who thinks consistently with the great group of people 
who have already been before us. 

I wish you could have heard them, nen I know you are an honest, 
conscientious man, and you have been an able public servant. I know 
you woul | be hh 1oved by the ir pos.tion, by the position of peop le who 
know what the y are t alking about. 


Let me ask you just one question about your statement a page 2. 


At the bottom of the page, the second paragrap hn from the bottom: 
This is the first bill on foreign trade to come before the Congress since the new 
administration has assumed office Now many members of this committee have 


had long experience in studying and passing on legislation relative to foreign 


trade. The administration, however, would welcome an opportunity to have a 


fresh look and a closeup at the problems of foreign trade—especially in the light 


of our new commitments internationally 

I would like to ask you what those new commitments are. I do not 
know anything about them and maybe other members of the committee 
do not know. Can you tell me what two or three of them are? 

secretary McKay. There are no secret commitments. You know 
them as well as I do. We have created NATO, and so forth, in 
Kurope, the idea of uniting the free world to fieht Communism. I 
think those commitments are well known. 

Mr. Jenkins. Then that was just a general statement you made? 

Secretary McKay. Yes, sir. 

Mr. Jenkins. I thought you had something specific in mind that we 
did not know about. 

That is all, Mr. Secretary. Thank you. 

The Cuarrman. Mr. Eberharter wishes to inquire again. 

Mr. Evernarrer. Mr. Secretary, on page 9 of your prepared state 
ment, in the second paragraph, you say: 

In addition, during this interim period of study the affected industries continue 
to have before them the opportunity to take their cases to the Tariff Commission 
for escape-clause investigations, which after due consideration may result in 
modification of the tariffs or imposition of quotas. 

Further down in the same paragraph you say: 

Moreover, the composition of the Tariff Commission has changed; an industry 
application in effect now goes before a new and different Commission. 

Just what do you mean by that, “new Commission” ¢ 

Secretary McKay. I must admit I do not know. I thought it had 
changed from the information I had. I thought it had changed. 

Mr. Evernarter. In what respect ? 

Secretary McKay. In the composition of it. I did not write this 
particular paragraph, as you may well know. I supposed they had 
information that it had changed. Has it not changed # 
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Mr. Esernarter. That is what you mean’ You mean it has a new 
member now ? 

Secretary McKay. Just one, is it? I did not know. 

Mr. Evernarrer. Well, the person who wrote this statement, then, 
probably meant by that that it has a new member whose views are 
well known with respect to tariffs. Do you think that is what he 
meant ¢ 

Secre ‘tary McKay. I suppose so. 

Mr. Exernarrer. So you could practically depend upon anybody 
going before the Commission receiving a very sympathetic hearing 
on his complaint ¢ 

Secretary McKay. I would think if there is a Tariff Commission 
that is not giving industry sympathetic hearings, something would 
be done about it administrative ‘ly. The appointing power certainly 
has power to remove, has it not ¢ 

Mr. Esernarrer. That is a doubtful question. The terms of the 
Commissioners are fixed by law, and if there is a change of adminis- 
tration, it is very doubtful whether.a change in administration could 
force the removal of a member of the Tariff Commission. 

Secretary McKay. I see. 

Mr. Esernarrer. The Tariff Commission has been in existence for 
early 40 vears. Are you aware of the fact that it always has been 
nonpartisan ? 

Secretary McKay. Yes, sir. 

Mr. Esvernarrer. Do you think that the statement here may mean 
that the Commission is now not nonpartisan ¢ 

Secretary McKay. Oh, no. 

Mr. Exvernarrer. The composition of the Commission has been 
changed, you say. Would you say it is still nonpartisan ? 

Secretary McKay. I would think so. 

Mr. Esernarrer. I cannot get away from the fact that the impres- 
sion from that statement is that the change in the personnel of the 
Commission will result in different findings. 

Secretary McKay. Well, you are entitled to your impression of it, 
sir. 

Mr. Enernarter. It does not give you the same impression, though ? 

Secretary McKay. Not necessarily. 

Mr. Esrrmirrer. Inferentially, then, instead of not necessarily ? 

Secretary McKay. Very well. You know, this is testimony sub- 
mitted to you. You are not going to act on this testimony alone. 
You are going to act upon the combined testimony. If this is not 
satisfactory, throw it out the window. 

Mr. Enernmarrer. We are just trying to get an explanation of what 
you meant by your official statement. That is an official statement, 
Mr. Secretary. 

Secretary McKay. I will stand on it. 

Mr. Esnernarrer. It is not an off-the-cuff opinion, you know. 

Secretary McKay. This is submitted; and if it.is not right, we 
will have to correct it. 

Mr. EneruaArtrer. There may be some faults in it, is that it? 

Secretary McKay. We are not perfect. 

Mr. Esernarter. Thank you. 

Secretary McKay. If there are statements we have made wrong, we 
will stand corrected. 
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Mr. Epernarter. Thank you, Mr. Secretary. 

The Cuairman. Mr. Cooper wants to ask a question. 

Mr. Cooper. Mr. Secretary, | would like to ask a question for infor 
mation here on a point on which I think you would be prepared to 
give it to us. 

I invite your attention to the top of page 5 of your statement, where 
you state: 

It may be worthwhile to point out that this bill, if enacted, would not reduce 
the imports of crude oil but would permit an actual increase over 1952 levels 
Residual fuel oil constitutes a large proportion of total petroleum imports. A 5 
percent limitation on residual would permit an increase in crude within the 
10 percent limitation set by the bill. 

Would you elaborate on that a little bit for us, and give a little 
further information on that point? 

Secretary McKay. As I remember the bill, there is 10 percent on 
all petroleum products. I think there is room for—I will have to stop 
and think. It is confusing to me, also, Mr. ¢ ooper, 

Mr. Cooper. I am not trying to embarrass you. I am just seeking 
some information on that point, if you have it. 

Secretary McKay. There might be a differential in the residual fuel 
oil against other petroleum products. 

Mr. Coorrr. How is that? 

Secretary McKay. You see, the 10 percent is on the total. The 
limitation of Mr. Simpson’s bill is 10 percent total, that is correct, | 
not, on all petroleum products 4 

Mr. Stmpson. That is correct. 

Secretary Mckay. The residual fuel might be up or down or vice 
versa. There could be a differential between residual and other petro 
leum products. 

Mr. Coorrr. So, in view of that situation, as you point out here, the 
imports of crude oil might permit an actual increase over the 1952 
level ? 

Secretary McKay. I believe that means that the 1953 volume could 
be large enough so there would be an actual increase in imports over 
what it was last year. 

Mr. Cooper. One other point, if I may, Mr. Secretary. 

Secretary McKay. Surely. 

Mr. Cooper. With respect to lead and zine, on page 8 of your state- 
ment, the middle of the page, you say: 

On the other hand, steadily expanding industrial activity has maintained lead 
and zine in high demand and this high level of demand seems likely to continue 
as the economy continues to grow. It is also expected that the United States 
will continue to depend upon imports from foreign sources to meet a substantial 
part of this growing industrial demand for lead and zine. 

By that do you mean that the industry of this country, as well : 
the demands of the Government in the defense program, will have to 
depend in the future upon imports of lead and zine 

Secretary McKay. Yes, I think that is right. At the present time 
we have too much, however. There has been more imported than is 
necessary for the market. That has forced the price down. I believe 
there is quite a little import necessary in a normal market. 

Mr. Coorrr. I happen to recall that this committee has been re- 
quested several times in the past to suspend the tariff duty on certain 
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metals, scrap metal, and I believe other metals, because of the needs 
existing in this country eam materials. 

Secretary McKay. Yes, s 

Mr. Cooper. By this statement here, you intend to point out that that 


condition will continue to exist in the future as it has in the past? 

Secretary M K. y. I think so. Of course, at the moment lead and 
zinc are in oversupply. TIT am hopefully thinking that it is going to 
adjust itself in the next 2 or 3 months, perhaps. Many of the mining 
people do not think so. The \ think it is going to continue to be in 
oversupply. At the -_ ent price, many of the mines cannot operate, 
which I hate to see because we need the employment and we need the 
business, of course. We must keep the business up. We will always 
have to have some import, I believe. 


Mr. Coorer. Of course, these natural resources of this country come 
especially under the jurisdiction of your Department. 

secretary Mi KAY. Yes. sIr. 

Mr. Coorer. Do you have any thought that you would be prepared 
to express on the general question of permitting imports of some of 
these natural resource materials rather than continuing to deplete 
our own natural resources ? 

Secretary McKay. That de pe nds upon the resource. Some of them 


will sustain for a long, long time. For instance, in the lumber busi- 
ness, with whith [ am familiar, we are trying to get on a sustained 


vield basis in the Northwest Territory, and we are approaching that. 
If you are on a sustained-yield basis, you can go on for a thousand 
years. 

But on these exhaustible resources, like minerals, I could not say 
offhand what the survey shows. Ultimately, of course, we may be 
out of petroleum or we may be out of lead and zine. I do not know. 
Phose are things that we must watch. 

This Department, in my opinion, is largely a natural resource de- 
partment. We must be interested in the conservation—and that does 
not mean the locking up, but the wise use—of our natural resources 
sons to preserve the mm for poster ity. 

"4 think in some cases it is desirable that there be some imports to 
prevent using up some of ours that might be scarce. In no case, 
though, should the imports be such that we would weaken our own 
economy. 

The CHarrman. Mr. Secretary, I have not asked any questions, but 
I shall address you now. 

Secretary McKay. Yes, sir. 

The CHatrman. On this matter of lead and zinc, I just want to ask, 
is not this true and a good, sound policy: If we are going to have 
imports into the country, should we not kee “p our industries that com- 
pete, we will say, with foreign imports, going, so far as possible, 
as a regulator of the price of the imports that we Hedeive’ 

Secretary McKay. t agree with that. 

The CHatrmMan. That ts certainly a sound proposition, because we 
have had the experience that just as soon as they can drive us out 
of an industry or a market, immediately the price goes up. 

Secretary McKay. Yes. 

The CHatrMan. In other words. if it were not for our manufacture 
of synthetic rubber—which I aieehiand now is going to be taken 
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from the hands of the Government and perhaps go over into private 
enterprise, which I think 1s very desirable—were it not for that as a 
regulator, we do not know what the price would be for rubber. 

We have had one experience of its voling clear up to the sky, almost, 
is that not true / 

Secretary McKay. Yes. sir. 

The Cuarman. Then I take it that you are interested, you must 
be interested, of course, 1n tariffs where they can be applhed propel ly 
to protect our industries. You have had some experience in Oreg« 

I remember a few years ago when there was great pressure brought 
to bear on this committee with reference to your shingle industry out 
in your country, is that not right 4 

Secretary McKay. Yes, sir. 

The Cuairman. Canada was simply driving you out of the market. 

Secretary Mckay. That is right. 

The CuatrmMan. To your people, the shingle indu try was a pretty 
important thing. It provided quite a payroll for certain commu 
ties, isthat not right ¢ 

Secretary McKay. Yes,si 

The CuarrmMan. My idea is that if you fly over this country, you 
look down upon hundreds of thousands of little communities, and 
you naturally wonder what supports each community. It is not the 
profits of an industry there alone that does it. It is the payroll that 
sustains the communities ¢ f this country, is that not right, 

secretary McKay. Yes, sir. 

The CuHatrMan. Every time we export a payroll to some othe 


country, they get the benefit of that payroll, and it rarely occurs that 
we get a suflicient benefit from that caeaeite tam up for what 
that payroll here means to that community and to the people who 


liveinit. Isthat not right ? 

Secretary McKay. That is right. 

The Cuatrman. Is is on that basis that I have always been a pro- 
tectionist. This committee has aided in the growth of this country 
by protecting our industries as far back as 1802, and sometimes per 
haps the tariff has been made too high, and sometimes perhaps it has 
been very much too low. I think it is too low now on the average, 
down to 12 percent. 

Oregon is a wonderful State. I have always been very much taken 
with it, and I have enjoyed traveling through it. Its scenery, its 
woods; and the courage of the people has always been an inspiration 
tothis Nation. I think most of them had to go into Oregon originally 
by water, did they not ? 

Secretary Mc IXay. They drove across the continent, which took 6 
months. 

The Cuairrman. And lowered their prairie wagons down into great 
ravines and then hauled them up on the other side. 

pocretary McKay. That is right. 

The CuarrMan. Your people have great courage. It is that energy 
that has built this Nation. If our people were to be subjected to the 
low cost of labor abroad—I have traveled abroad and have seen what 
it means over there. 

Let us take Italy, for instance. There are some of those great valleys 
of rich, fertile soil over there, all owned by maybe one family. The 
people who work that land are practically slaves. All they would 
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ask in the world in the way of liberty would be to have a little piece 
of land of their own. They are a peaceful people over there. 

Just because the other nations are a little bit nervous about what 
we are going to do over here, I do not think we should give up the 
very heart and soul of this Nation, which is our domestic market. Do 
vou not agree with that ? 

Secretary McKay. I agree with that, sir. May I add something / 

The Cnatrman. Yes. I want you to answer. 

Secretary McK AY. I agree with that in theory. I, too, have always 
been a protection! ist; but, under the present circumstances, some of 
these things that are imported enable these nations to import some of 
our commodities. It is a very delicate balance. Nobody knows just 
where it should start or stop. I think we have to be flexible in our 
thinking on that. 

The oil that comes in from Venezuela, for instance, if we were to cut 
that out, it would cut off their buying from us a considerable amount 
of merchandise. 

We in Oregon, for instance, have always depended pon the export 
market. There was a time during the day of the sailing vessels when 
the largest port for wheat in the world was Portland, Oree. Tt has 
lost that through changed conditions. In the wool market it was 
second to Boston. We have always been in the export business. 

We raise our things in surplus. Our lumber business is in spirited 
competition with Canada. It is a two-way street, in other words, more 
today than ever before, because we are trving to create the impression 

the theory of “trade, not aid”: rather than giving fore ‘ign countries 
who are allies outright gifts, that we trade with them and enable them 
to help sustain themselves. It is a delicate balance. 

The Cuarrman. I think you would agree with me that if we have to 
support these other nations through taxation while they reduce their 
ae sand pay their de bts and balance their budgets, if we still have to 
do that, am not sure, but that it would be just as well for our economy 
here to continue to dk » that, m: avbe, as it would be to jus st destroy our 
markets and payrolls and put a lot of our people on relief. 

Secretary McKay. I do not believe, Mr. Reed, that we can continue 
to pe the world. 

The ¢ \IRMAN. I nan ees to bane you say that. For my own part, 
[ an analy disgusted with the idea of the amount of foreign aid 


v hich they are ai to give at this time. Why should we be 
building seaways over there and building 22 dams and 46 power sta 


tions on a great canal going up from the Mediterranean to Lake 
freneva, Which the French are not putting a nickel into? All of that 
is going to lead to 0 competition with us eventually. We do not have to 
build mile-long railway stations over there. The time to stop this is 


now, and to oe pouring all this money into foreign aid. We have to 
look after our own country. 

\ll Iam worried about here is that we are going to ignore the com- 
plaints of the people who come from your State and all over this coun- 
try which we have been hearing, as the men have told you, day after 
day. This forum is for our people to come before. Personally, I do 

not think that a study such as was proposed is going to bring us any- 
thing new. Our duty and our sworn duty is to protect our own 
country. 
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Mr. Secretary, I want to congratulate you on your remarks. You 
have come before a pretty hard-boiled committee, and you have not 
been in office so very long, and I think you have done very well, sir. 
I congratulate you on your statement, and we are mighty proud to 
have had you here. 

Secretary McKay. Mr. Reed, I have spent my life in business, a very 
competitive business. I am used to being kicked around. It makes me 
feel at home. 

Thank you very much. 

The CHarrMAN. One question, Mr. Secretary, by Mr. Sinypson. 

Mr. Stmpson. Mr. Secretary, I want to inquire about the following 
statement: 

I doubt that the right approach is to use the power of the Federal Government 
to control imports. 

You were speaking about oil in the preceding sentences. What do 
you have in mind? That the Federal Government power should not 
be used to control imports ? 

Secretary McKay. There is a difference of opinion among industry, 
but I believe the majority of the petroleum industry would like to 
try to adjust the imports themselves. 

Mr. Stmeson. Do you have any specific information as to how fat 
that policy may have progressed, or if itisa policy, or if there is any 
effort being made along that line? 

Secretary McKay. Yes; there is an effort made along that line, but 
of course the industries are afraid of the Sherman Antitrust Act, too. 

Mr. SIMpson. Incidentally, the Federal Government is controlling 
imports in the sense that the Sherman Antitrust Act comes into it. 

Secretary McKay. That is right. I believe that men in busines 

annot have hard-boiled rules and regulations, because then you W ill 
be in violation of the Sherman Antitrust Act. But I believe industry 
s sufficiently intelligently to attempt the adjustment itself. 

Mr. Simeson. I want to congratulate you, sir, for the refreshing 
wr you have brought to the committee, and for your complete frank 
ness with us. 

Secretary McKay. I am sorry I do not know more. 

The CyHatrmMan. Mr. Forand wishes to make an insertion in th 
record. 

Mr. Foranp. I ask unanimous consent, Mr. Chairman, to introduce 
into the record a statement by the Independent Oil Dealers of New 
Kngland, including some statistics. 

The CuammMan. Without objection, it is so ordered. 

(The documents referred to follow.) 


INDEPENDENT OIL MEN’S ASSOCIATION STATEMENT ON IMPORTANCE OF OIL IMPORTS 
TO THE EcoNoMy or NEW ENGLAND 


An extended exposition of the importance of imports of foreign oil to the 
New England economy, it would seem, is not necessary. The story can be 
briefly told. The importance of residual-oil imports is so striking and specific 
that recitation of a few facts and figures will suffice. The importance of crude- 
oil imports appears to us equally clear, but the specific effects of restrictions, 
because of the vast complexity of overall domestic supply and demand for crude 
and distilled products, are difficult to state beyond the obvious generality that 
short supply is bad for New England, and increased prices for products would 
not be welcome to New England consumers. 
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By way of definition, it may be stated that a “barrel” in oil industry termi- 


nology, and in this statement, means 42 gallons. Crude oil is the basic petroleum 


from which all petroleum products are extracted by the refining processes. 
Residual or heavy oil is used for bunkering of ships and as fuel for industrial 
furnaces and powerplants. It is also blended with other oil for specialized 
industrial and commercial purposes. Our studies show that the use of residual 
n New England is 30 percent for utilities, 40 percent for manufacturing, 15 
percent for heating and the balance for various military and maritime uses. 
ilendar year 1951 60 million barrels of residual oil was consumed in 
Ey l ie U.S. Bureau of Mines Of this, 40 million barrels, 
-thirds, represented foreign imports 
our conclusion that the 5-percent restriction provisions of the Simpson 
$294) would shut off at least 50 percent of the supply of residual oil 
land. The 50 percent figure assumes that New England would receive 
barrels of foreign residual even under the provisions of the Simpson 
‘ign residual to 5 percent of the Unites 
is assumption is a dangerous one. If it 
should ) hat New kn nd would receive as foreign residual imports 
only 5 percent its demand, then, using the 1951 figures, New Enzland would 
receive only 3 million barrels of foreign residual and 20 million of domestic, or 
total of 23 n ! els This would 38 percent of the 1951 New England 
ind and would mean that we would lose 62 p nt of our residual supply 
i the United States Army Corps of Engineers we have the figures for the fol 
ngland ports: Bucksport, Searsport, and Portland, Maine; Ports 
Boston, and all River, Mass.; Providence, R. 1: and 
Haven and Bridgeport, Conn A copy of these figures is at 
ippendi The figures show that New England as a whole 
nt of its residual-oil supply from foreign sources and 36 
sources 
Assumin 1, that New england would lose approximately 37 million barrels 
ts residua supply, the question arises whether domestic refineries, located 
I the United States, would or could make up the difference 
answer aj ous to be “No.” American refineries are so organized as 
produce ¢ ittle as possible of residual oil and as much as possible of the 
ghter higher priced petroleum products. Since 1945 the yield of residual oil 
United States refineries has gone down from 28 percent to 19 percent per 
barrel of crude 
The only practical conclusion is that residual oil would, by operation of supply 
and demand and price, be eliminated as an effective competitor of coal. The 
ultimate effect would be to drive the price of the shrunken supply of heavy oil 
skyward : then the coal industry could adjust their price upward accordingly 
Thus, the simple effect of the Simpson bill provisions on residual oil is to gouge 
the present users of residual and the purchasers of their products and services 
For example, the increased costs of electric utility companies would, under the 
usual rate structure, be passed on to every individual commercial and private 
consumer 
Involved in the matter is not merely the increased cost of the fuel that is 
ultimately used but the cost for business enterprises of installing coal-burning 
equipn ent whicl they do now POSSeSS Tl is, we believe, w« uld work particular 
hardship on smaller rather than larger business enterprises. Worst of all, there 
are thousands of establishments—-apartment houses, laundries, greenhouses, 
bakeries, cleaning establishment te Which could not convert to coal, and 
would have to pay the ‘ ‘for what residual oil they could get. There 
are many others ’ ney of operation would be greatly diminished by 
conversion 
rhe provisions oj the Sin pson bill for restriction of imports of crude to 10 
t of previous domestic demand would have similar though less extensive 
The position of this association is a simple one. New England, dependent 
for every drop of its oil on sources outside of our area, should oppose any 
procedure which might produce a shortening of supply and resultant arbitrary 
nerease of price of gasoline, home-heating oils, or other petroleum products. 
So much for the specific restrictive provisions of the Simpson bill. It is our 
opinion, further, that the general provisions of the Simpson bill would permit 
the Tariff Commission, without the restraining influence of the President, to 
establish the 5 and 10 percent restrictions by administrative action, even were 
the specific proposed legislative quota restrictions eliminated. We consider that 
section 4 of the Simpson bill removes the President’s discretionary power to 
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disregard a Tariff Commission peril-point recommendation. It gives him a 
mandate to abide by the findings of the Commission. 

We are aware that Congress must consider the whole national interest. We 
believe that the interests of the Nation and New England, in this matter, are in- 
separable and identical. 

DoNAL M. SULLIVAN 
Erecutive Secretary. 


Reccipts of crude and residual oil for the ear 1951 in barrels 


Percentage figures indicate ratio between foreign and coa 


Foreign 


BUCKSPORT, MAINE 


Crude oil 
idual 


Tota 


SEARSPORT, MAIN 


PORTSMOUTH, N 


idual 


Total 
See footnotes at end of table. 


32604—53 47 








QA TRADE AGREEMENTS EXTENSION ACT OF 1953 


7 


Receipts of crude and residual oil for the year 1951 in barrels Continued 
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Mr. Esernarter. I ask unanimous consent to insert in the record 
at this point a compilation of the recommendations made to the 
President under the escape clause procedure, which shows that there 
was never a divided vote with respect to these recommendations, 
They were either unanimous or by a majority vote. 

The Cuatrman. Without objection, it is so ordered. 


(The tabulation referred to follows:) 


Unde escape ¢ lause procedure 


Investigations instituted ‘ 28 
Completed investigations 21 
Recommendations to President ; 7 
Unanimous action - meets 5 
Divided vote (4 and 2) ei 2 
Finding of no injury ‘ wines ment 
Unanimous action im pbetlanksneless 4 
Divided vote ? iia 4,» 

2 cases (4 and 2) 4 cases (38 and 2). 

2 cases (5 and 1). 2 cases (3 and 1). 


Pending investigations ; 7 
The Cuarrman. The committee stands adjourned until 2 o’clock 
this afternoon. 
(Whereupon, at 11:50 a. m.. a recess was taken until 2 p- m., of 
the same day.) 


AFTER RECESS 


The Cuairman. The committee will come to order. 

I wish to welcome on behalf of the members of the committee the 
distinguished Secretary of Agriculture, the Honorable Ezra Taft 
Benson. It is a privilege and a pleasure to have you here, Mr. Secre- 
tary, and we shall be very glad to hear you. 
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STATEMENT OF HON. EZRA TAFT BENSON, SECRETARY OF AGRI- 
CULTURE, ACCOMPANIED BY R. E. SHORT, DIRECTOR, FOREIGN 
AGRICULTURAL SERVICE; KARL D. LOOS, SOLICITOR; DON 
PAARLBERG AND WHITNEY GILLILLAND, ASSISTANTS TO THE 

CRETARY; AND ORIS V. WELLS, CHIEF, BUREAU OF AGRICUL - 
TURAL ECONOMICS 


Secretary Benson. Thank you very much, Chairman Reed. 

I have a brief statement. If I may, I will read that first. 

The Crairman. Certainly. 

Secretary Benson. Mr. Chairman and members of the Committe: 
on Ways and Means, this is my first formal appearance before the 
committee since we took oflice. It is, therefore, a significant occasion 
for me. However, my associates and I have counseled repeatedl|y 
with Members of Congress and have profited greatly from yout 
advice. We expect to continue to work closely with this committe¢ 
and other committees of the Congress. 

I welcome this opportunity to appear before this committee to 


discuss the renewal of the Reciprocal Trade Agreements Extension 
Act of 1951. 
In his message of April 7 to the Congress, President Eisenhowe1 


recommended the renewal for 1 year of the present tr: ide agreements 
legislation. This renewal was asked for as an interim measure to 
permit temporary continuation of the present program, aan o the 
completion of a thorough and comprehensive reexamination of the 
entire economic foreign ‘policy of the United States. 

The Department of Agriculture supports the President’s recom 
mendation. We hope that there can be a straight 1-year renewal. 
During these nearly 20 years that the act has been in effect, it has 
proved its advantages. It has had strong bipartisan support in its 
present form. An extension will give the Congress and the admin 
stration an op portunity to study our foreign trade polici les carefully 
and thoroughly, in the light of our changing times. The act contains 
au number of provisions that should not be allowed to lapse without 
other legislation to take their place. 

An important part of the market for American agriculture lies 
abroad. In recent years, we have exported the production of from 
50 to 60 million acres of farmland. Our farm exports in the last 5 
years have averaged $314 billion in value each year. Last year we 
exported some i) pe rcent of our cotton, wheat, and rice and about a 
fourth of our lard and tobacco. We exported significant parts of our 
production of many other items and these exports made a necessary 
contribution to the prices and incomes of Americ ‘an farm producers. 

Attached to my prepared testimony is a statistical supplement which 
gives detail regarding foreign trade in farm products. You may 
find it a useful reference. 

(The document referred to is filed with the committee.) 

Secretary Benson. Foreign purchasers must buy our exports with 
dollars. They obtain these dollars primarily in selling to us the 
goods and services which they can produce most effectively in exchange 
for our goods and services. For our foreign trade as a whole we have 
been buying a smaller amount of goods and services than we have 
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been exporting. We have made up the difference by lending or giving 
away our dollars. 

The excess of our total exports of goods and services over our total 
imports began sometime in the last century. In those days we were 
u debtor country. We were paying dollars to foreign countries as 
interest and principal on our debts, and our export balance helped 
service our debt. 

Since World War I, however, we have been a creditor nation, and 
an excess of exports over imports is no longer to be considered ad- 
vantageous. We are told by the Assistant Secretary of Commerce, 
Samuel W. Anderson, that from 1914 to 1952 the excess of United 
States exports over imports has totaled some $120 billion. More 
than 70 percent of this excess has been accounted for through Govern- 
ment loans or through so-called giveaway measures at direct cost to 
American taxpayers. To send our goods abroad and attach a check 
for payment to the bill of lading—this is hardly to be considered as 
good business practice. In its pi: 1ce must be some means of making 
the trade-sheet balance. Imports to match our exports is the prac- 
tical answer. The trade-agreements machinery can be used to help 
accomplish this objective. In the use of trade agreements, negotia- 
tions should be broadened to consider regulatory devices other than 
tariffs, such as quotas and manipulated exchange rates. Other na- 
tions have employed these devices to our disadvantage, offsetting 
seeming gains obtained through tariff modifications. The authority 
might also be used to negotiate a regulation of foreign trade in some 
agricultural products similar to regulations authorized by marketing 
«greements and orders. 

I recently recommended to the Senate and the House Agricultural 
Committees that the Reciprocal Trade Agreements Act be extended. 

At the same time I indicated that import controls should be pro- 
vided for those United States agricultural products which were under 
price support, and recommended that section 22 of the Agricultural 
Adjustment Act of 1933 be strengthened so as to make this possible. 
Let me review for you the conditions that made these recommendations 
advisable. 

We, in Agriculture have in operation, as a consequence of congres- 
sional action, various price-support programs. Many of the commodi- 
ties included in these price-support and marketing-order programs 
are subject to substantial import competition. In many cases the 
price-support level is substantially above the world initia price, 
even after allowance for the cus oe duties assessed against imports. 
When that happens, imports are attracted to this country from all 
over the world, including areas ie products would normally be 
exported in whole or in part to other countries where they may be 
badly needed. But the price-support level in this country acts like 
a powerful magnet to draw these commodities out of their normal 
flow in international trade. When we seek to limit the effect of this 
influence, we are simply seeking to diminish or avoid the distortion 
of trade by the stimulus of an artificial influence, such as a price- 
support program. 

I am sure the Congress would not enact a statute making mandatory 
the support of the world price of agricultural commodities at 90 
percent of American parity. Yet that is what the present mandatory 
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supports mean if we do not have a readily available and effective 
method of controlling imports of those commodities or products whose 
prices are maintained here above world levels by price-support or 
marketing-order programs. Our price-support activities, already 
ostly, would become much more expensive. 

In recognition of the fact that a stimulation of imports can impose 
in intolerable burden on a price-support program, the Congress 
enacted section 22 of the Agricultural Adjustment Act. ‘This section 
provides for the imposition of import quotas or import fees whenever 
imports of any agricultural commodity or product thereof render 
x tend to render ineffective or materially interfere with any price 
support or marketing order (or certain other) program. ‘This is 
ermanent legislation. 

Although section 22 originally enacted in 1935, it was very little 
used. It calls for investigation by the Tariff Commission after rec 
ommendation by the Secretary of Agriculture. Only 5 such investiga- 
tions have been instituted in the past 17 years. Experience has shown 
that these investigations are usually long drawn out and this pro 
cedure has proved to be wholly ineffective to meet the problem. 

This is indicated by our experience with wool. Wool price support 

mandatory at such relation to parity between 60 and 90 percent as 
determined necessary to encourage an annual production of approxi 
mately 360 million pounds of shorn wool. Current production is 
considerably below this goal and wool is currently being supported at 
#0 percent of parity. U pon the recommendation of the Secretary 

Agriculture that imports of wool were interfering with the wool 
= ce-support program, the President directed an investigation under 
ection 22 which was instituted by the Tariff Commission and hear ings 
were held commencing September 29, 1952 

Up to this date no report has been made by the Tariff Commission. 
Imports of foreign wool have been received in large quantities and 
the marketing of domestically produced wool has been materially 
retarded. Commodity Credit Corporation presently holds under loan 
about 100 million pounds of 1951 and 1952 crop wool, representing 
almost half of the 1952 production. In the 12 months ending 
December 31, 1952, imports of wool have been 300 million pounds 
(actual weight basis, dutiable wool). We are simply immobilizing 
our domestically produced wool and it is being replaced by imports. 

Because of the failure of the executive branch to use section 22 in 
such a manner as to achieve the objectives of its enactment, Congress 
enacted section 104 of the Defense Production Act. This section 
applies only to certain fats and oils, butter, cheese, and other dairy 
products, peanuts and rice and rice products. 

It requires that imports of such commodities shall be limited to such 
quantities as the Secretary of Agriculture finds will not (1) impair 
or reduce domestic production below current levels or such higher 
levels as deemed desirable; (2) interfere with orderly domestic stor ing 
and marketing; or (3) result in an unnecessary burden or expenditure 
under a price- -support program. 

The control of imports under section 104 is prompt and effective. 
But it has been subjected to severe criticism on the ground that the 
procedure is arbitrary in character, and it has been the source of much 
friction in international relations. It requires the imposition of more 
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drastic import restrictions than would be required simply to protect 
our price-support programs. 

We feel strongly that Congress intended section 22 to be used, and 
used effectively whenever necessary to protect price-support and other 
programs. The statutory history clearly so indicates. Section 22 
can be made an effective instrument by improved administrative pro- 
cedures and by supplementing it with authority, in an emergency, to 
impose the quotas or import fees within the limits specified by the 
section, on an interim basis pending decision by the Tariff Commis- 
sion and action by the President. So strengthened, section 22 would 
assure the protection of the Department’s price-support and other 
programs against interference or nullification by the distortions in 
international trade which such programs are likely to create. 

Furthermore, under this procedure the import restrictions which 
are necessary to protect our price-suport progams would be subject 
to deliberations in which all parties could be heard rather than being 
imposed arbitrarily as is now the case. This would be in harmony 
with the policies embodied in the reciprocal trade agreements. 

The Tariff Commission, at the request of the President, began 
bent isis on Monday of this week in an effort to expedite action on 
agl icultural commodities now under price support. 

With the strengthening of section 22 there will be no need for an 
extension of section 104. The strengthening of section 22 can be 
accomplished by expedited administrative action and by a separate 
legiitatls ve action. I point this out merely to clarify the fact that 
extension of the trade agreements for a year, pursuant to the Presi- 
dent’s request, need not impair our price-support operations nor our 
protection of them. 

I wish to emphasize that the limitation of imports for commodities 
under price support is made necessary by our price-support laws. 
Such recommended restrictions are not inconsistent with my recom- 
mendation for a continuation of reciprocal trade. 

There are many problems that await solutions. Not all the answers 
have vet been given. Our foreign aid program, America’s prospec- 
tive role in her trade relations with othe ‘r nations, the question of 
international commodity agreements—these and other unsolved prob- 


lems confront us. The legislative and executive branches of govern- 
ment have a grave responsibility in finding solutions to these im- 
portant problems. Perhaps it is an act of prudence to proceed with 


deliberation rather than with haste. 

I wish to stress that the Department will wholeheartedly cooperate 
with the study of our economic foreign policy that the President has 
ordered to be undertaken. The interrelations between our foreign 
trade policies and our agricultural] policies will be a part of this study. 
We hope the study will result in widely agreed proposals for a compre- 
hensive and constructive effort toward building a strong economic sys- 
tem within the free world, such as envisaged by the President in his 
message on April 7 to the Congress of the United States. 

In the meantime, we trust the Congress, in its wisdom, will see fit 
to grant the renewal, for 1 year, of the present trade agreements 
legish: a m as requested by the President. 

May I conclude by saying that in the days ahead I shall continue 
to seek Vole counsel and direction, as I have that of the President. 
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The services of the Department will always be available to you. You 
will, no doubt, on many occasions have reason to question my judg 
ment, but I trust you will never have occasion to doubt my sincerity 
or my deep interest in the problems of the farmer. 

That concludes my formal statement, Mr. Chairman. 

The CHarkMan. Mr. Secretary, | wish to congratulate you, sir, upon 
a very clear presentation of the subject as you see it. We are very 

glad to have vou here today. 

Secretary Benson. Thank you very much. 

The Cuamrman. Are there any questions? 

Mr. Simpson will inquire. 

Mr. Stimpson. Mr. Secretary, if I followed correctly, you recom 
mend the discontinuance of section 104 now in the law, whatever law 
it is—the Defense Production Act. 

Secretary Br NSON. The Defense Production Act. 

Mr. Simpson. You have recommended that that be eliminated, and 
you suggest that section 22 can accomplish its intended purpose by 
expedit Ing admiunist rative action within by separate legislative action. 
(re vou recomme nding legislative action now? Ido not mean today, 
but in connection with these hearings. 

Secretary BENSON. We feel, Congressman, that there is a possibility 
of meeting the need through effective administration action in con 
nection with the legislation already embodied in section 22. How 
ever, if that proves not to be sufficient, then it is my feeling that it 
should be strengthened through amendment. 

Mr. Simpson. Under those circumstances, you would recommend 


amendments to section 22 to make it workable ? 
Secretary Benson. I think it must be workable. We must hav: 
ome type of protection against imports, particularly while we are 


erating a support program with high, rigid supports. 

Mr. Simpson. If section 22 as it exists presently will not accomplish 
that purpose, then you would like an amendment added to it now 4 

Secretary Benson. Yes; if through administrative effort it cannot 
be accomplished, then I would think that an amendment to strengthen 
t is desirable. 

Mr. Simpson. When you make that recommendation you have in 
mind agricultural interests ? 

Secretary Benson. Yes, primarily; that is right. 

Mr. Srupvson. The whole purpose of these hearings and of my in- 
terest in this particular legislation and the reason I introduced 
bill was because I had in mind the interests of agriculture, yes; pot- 
tery manufacturers, yes; bicycle manufacturers, textile workers, coal 
miners, lead miners, and a dozen others. 

Ilow would you suggest that we might justify affirmative action 
{o protect the farm group in this area by amending section 22 and 
yet suggest that we delay any action pending the study of the Com 
mission which you recomme nd? 

Secretary Benson. I feel, Congressman, that the whole field needs 
very careful study, including section 22. Personally, I have made 
up my own mind that section 22 can be made effective so far as agri- 
culture is concerned. There may be other legislation that could be 
used and made effective in the case of these other commodities. I am 
not familiar with that field, particularly. 
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Mr. Srmpson. But you do agree with me that if it cannot be done 
administratively, we should do it legislatively and we should do 
it now 

Secretary Benson. Of course we have a rather peculiar situation 
in agriculture, Congressman. We have these high, rigid support pro- 
grams, as you know, and we are costing the t taxpayer a great deal. 
If we do not have some seuhethiah against excessive imports, it means 
we are attempting to hold an umbrella over the rest of the world, 
which of course is rather impractical. 

Mr. Simpson. Let me counter one by one. We have exceedingly 
low import duties which in my opinion are causing excessive suffering 
on the part of men thrown out of jobs. I can counter those argu- 
ments one by one. As far as my judgment is concerned—inc iden- 

ally, I am for this aid to the farm group—I just cannot see why 
we should single that group out to the exclusion of the others wherein 
I see the need relatively at least as great. I think you can understand 
what I mean. It is a little hard to pick out one of a group suffering 
and not the others. 

Secretary Benson. I think that is true. 

Mr. Stmpson. I will say one thing more. I would like to see this 
Commission go ahead and study it. I have seen them before, and 
I hope to profit by the results of this new one. But I think damage 
is being done every day in certain areas of the economy, and I w ould 
like to give them some relief right now while we are making the study 
and then next year do what that committee recommends, if this com- 
mittee sees fit. 

I thank you, sir. 

Secretary Benson. I can understand that, sir. 

Mr. Coorrr. Mr. Chairman. 

The Cuarrman. Mr. Cooper will inquire. 

Mr. Cooper. Mr. Secretary, the section 22 referred to in the 
discussion is section 22 of the Agricultural Adjustment Act? 

Secretary Benson. That is correct, Congressman. 

Mr. Coorer. That measure is under the jurisdiction of the Com- 
mittee on Agriculture of the House? 

Secretary Benson. Yes, I think that is correct. 

Mr. Coorer. As I understand your statement here, you are not at 
all certain yet but that through administration the desired results 
may be accomplished ? 

Secretary Benson. Of course, we are always hopeful that if it can 
be accomplished through administrative action, we would not need 
to resort to legislation. It is our feeling that probably that particular 
legislation has not had a real thorough trial, an adequate trial. It may 
be that we can make it effective through proper administration. 

Mr. Cooper. Certainly there is no good purpose to be served by pass- 
ing another law if you alre: ady have a law that will do the job, is ‘there ? 

Secretary Benson. That is correct. 

Mr. Cooper. It is your thought that. through. proper administra- 
tion it is at least possible to accomplish desired results under the pres- 
ent section 22? 

Secretary Benson. That is my hope. 

Mr. Cooper. If you find that additional legislation is needed to ac- 
complish desired results along the line contemplated by section 22 
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of the Agricultural Adjustment Act, then you will present your rec 
ommendations to the Committee on Agriculture ¢ 

Secretary Benson. That is what we have in mind. As a matter 
of fact, Congressman, we have already presented our views and our 
recommendations on this particular section to the Senate Committee on 
Agriculture. 

Mr. Coorrer. Mr. Secretary, I invite your attention to the top of 
2 of your statement where you state: 


page “a 


An important part of the market for American agriculture lies abroad. In 
recent years, we have exported the production of from 50 to 60 million 
acres of farmland. Our farm exports in the last 5 years have averaged $314 
billion in value each year. Last year we exported some 40 percent of our cot 
tor, wheat, and rice and about a fourth of our lard and tobacco. We exported 
significant parts of our production of many other items and these exports made 
a necessary contribution to the prices and incomes of American farm producers. 

There isn’t any doubt that that statement is correct and is borne 
out by the actual experience under the trade agreements program. 
Isn’t that true? 

Secretary Benson. I think the statement is correct, Congressman. 
It would be difficult, I presume, to assign fully the reason for that 
trade, how much of it should be attributed to trade agreements and 
how much to other things, but certainly we do have a very sizable for 
eign trade in agricultural products. 

Mr. Cooper. And a considerable part of those exports from this 
countr y have gone to trade agreement countries. 

Secretary Benson. Yes, some of them. On some of these commodi 
ties I am sure we do not have trade agreements. 

Mr. Cooper. But the fact remains that a considerable part of these 
exports have gone to trade agreement countries. 

Secretary Benson. I would have to check to determine just what 
percentage. I am sure there is quite a percentage of them that do 
go to trade agreement countries. Maybe Dr. Paarlberg of my staff 
could answer that better than I. 

Mr. Paarteerc. We cannot give you the exact figure. We can get 
it for the record if you wish. It is true that a substantial part of them 
does go to trade agreement countries. 

Mr. Coorrr. That was my question. Thank you. 

Mr. Secretary, you are the responsible official of the Government 
primarily interested in agriculture and the farmers of the country. 

As long as we produce e oo large agricultural surpluses, produce con- 
siderable quantities of many agricultural products, more than we 
consume in this soars don’t we have to find markets for those sur- 
pluses somewhere else in the world? 

Secretary Benson. Yes, it would appear so, Congressman. 

Mr. ( ne r. If we do not find markets for those surpluses in the 
world, it can only have the result of those surpluses remaining on 
the parle in this country and beating down the prices that the 
farmer receives for the products of his toil. Is that not true? 

Secretary Benson. Yes, we have great accumulations of surpluses 
now, as you know, and we would like to see more of our present sur- 
pluses moved into foreign trade. 

Mr Cooper. All right. Thank you. 

The Cuarman. I would like to ask a question. I probably will 
not ask any more. 
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Of course, Mr. Secretary, we are regaled with this old moth-eaten 
argument of the free traders that if we can buy things more cheaply 
from abroad as a result of cheap labor over there, our consumers over 
here should have the advantage of those low prices and that the 
industry that those imports displace here should simply fold up and 
either go on relief or else find jobs in something else. 

If we were to apply that same philosophy to the farmer, he would 
be in exactly that situation. He could go on relief, I suppose, accord- 
ing to that free-trade argument. I am not questioning anything that 
you have said; I am just pointing out that what is good, for instance, 
for the goose may be good for the gander. There is some old saying 
of that kind. 

I would like to ask for information just what has the Government 
accomplished in trying through laboratory experiments to find new 
uses for agricultural products. 

Secretary Benson. I can tell you briefly what we are doing. We 
have, as you may know, our Agricultural Research Administration, 
and an important phase of the work of that particular Administra- 
tion is in the field of attempting to find new uses for agricultural com- 
modities. Wealso havea voluntary group which you may be familiar 
with, known as the Farm Chemurgic Council which is devoting some 
time to it. 

Two weeks ago while at Purdue University, I had the pleasure of 
meeting with the directors of research from the leading industrial 
firms of the country for a discussion of the whole field of research, 
what the Government’s obligations might be, what the Department 
of Agriculture can do, and what industry might do to help in finding 
new uses for agricultural commodities. 

[ am very hopeful, personally, that much more can and will be 
done in that field. However, I think it will not be fast enough to 
meet some of these surplus problems we have. We are exploring it. 
We have already found some new uses, but with the cost involved 
at the present time it is not very practical to use great quantities of 
surpluses in the me mee icture of these new items. 

However, it may be that we can find ways of doing it so that it 
will be practical and inexpensive enough so that thev can serve as a 
substantial outlet for some of the surplus products. Certainly, we are 
exploring the field, and it does offer some promise. 

The CrarmMan. I am very glad to get that information. I have 
been interested in that subject for quite a number of years. Wheat 
is one of our surplus crops. How many acres do you suppose could 
be absorbed by industries in this country through new uses in in- 
dustries ¢ 

Secretary Benson. That would be a very difficult thing to estimate. 
It would be only a guess, Congressman. Of course, as you know, 
some quantities were used in the production of alcohol, both corn and 
wheat, during the war period. There has been considerable experi- 
mental work done, but there is no large volume as yet moving through 
those products. 

The CHarrman. Do you have much of a problem with a surplus 
corn crop’ ‘That does not go into export very much, does it? 

Secretary Benson. It does not go into export ordinarily, Congress- 
man, but under our present 90 percent support prices we have quite 
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an accumulation of corn. I forget the exact stocks, but I think it is 
in the neighborhood of something over 200 million bushels that we 
now have in storage that is owned by the Government in the hands 
of the Commodity Credit Corpor: ition. That is due in |: arge measure 
not because exports have been shut off ; we normally do not export 
much corn. It has been due to the fact that we have a high, rigid 
price support on corn which tends to keep corn away from the feed 
ing of livestock. 

Normally the great bulk of corn would move through livestock, 
but livestoc k pr ices are free and corn pr ices are pegged at 90 percent, 
so it has proved more profitable for many of the corn farmers who 
also have livestock, normally, to turn their corn to the Government 
under the loan, under the 90 percent arrangement, and sell their live 
stock or reduce the number of their livestock. 

The Cuarrman. I represent, as you know, quite a large dairy 
ndustry. 

Secretary Benson. Yes, I know. 

The CuatrrmMan. There are somewhat over 1,200,000 dairy cattle, 
I] think, in my little congression: al district. Of course, one of our 
problems there is that we do not raise all the corn and all the feed 
We have to buy it from the West. We have a problem there under 
the high price of corn. We do not import much corn, do we? 

Secretary Benson. I think very little, if any. Practically none, 
normally. 

The Crarrman. I remember we tried in the First World War 
export corn to France, and pe would not eat it. 

Secretarv BENS IN. I had ¢ L pe rsonal experience operating a relief 
organization in Europe — — war. In the relief shipments there 
came some corn and part of it went to Norway and we got a message 
back that they were very indiel to us for remembering the birds 
Humans did not eat corn up there. 

The CuarrMan. There is just one other phase here. 

You give these vast figures on exports. After all, farming in a 
sense is a mining industry. As we ship all of these articles abroad, 
we are simply shipping a great deal of the chemicals which are nec 
essary to the fertility of our soil. 

Secretary Benson. Of course we are encouraging a program which 
we feel will tend to offset the tendency to mine the soil. We like to 
look upon the production of agricultural products as one of our renew 
able resources. Through proper fertilization and crop rotation we 
hope we can reduce the mining to the minimum. No doubt there is 
some of it, however. 

The Cuarrman. I hope that is true. 

I had a very interesting conversation with the Honorable James 
W. Wadsworth, who has a large farm, and that farm has been op 
erated since Revolutionary days. They had kept exact records away 
back there of the cost and the production from each field. He told 
me that in checking over the production at the present time from 
the various fields on something like I think 5,000 acres, the produc 
tion was just as great per acre today as it was away back in those 
early days when the costs of production were kept. 

Secretary Benson. Of course, as a matter of fact, our production 
per acre over a long period of vears has increased in this country 
rather than decreased, but that is due to improvement in seed, im 
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provement in cultural practices, and probably taking better care of the 
soil ae the increased use of fertilizers. 

The Cuairman. The imports would ordinarily 
the price supports, would they not? 

Secretary Benson. Yes, they would, of course, because price sup- 
ports mean that our market here is above the world market. That is 
the thing that attracts them to our shores. 

The Cuarrman. Thank you very much. 

Any quest ions ¢ 

| will recognize Mr. Mills. 

Mr. Mus. Mr. Secretary, I do not desire to detract from your ap- 
pearance before the committee, but I want the members of the com- 

\ittes to know that you are accompanied today by one of my very 
vood friends and constituents, Mr. R. E. Short. I see him here in 
the room at your right. 

Secretary Benson. We are happy to have him on the staff, Mr. 
Congressman. 

Mr. Mutts. You are very fortunate in having him. 

The Cuarrman. Mr. Kean will inquire. 

fy. Kean. With reference to the questioning by Mr. Simpson on 
section 22, section 22 does not actually help any farmer. It is the 
price support that is helping the farmer; and section 22, if properly 
put into effect, would prevent the American taxpayer from support- 
ing the whole world. Section 22 does not support the farmer, does 
it’ That is right, isn’t it? 

Secretary Benson. That is one way of putting it, Congressman. 
Of course, section 22 would limit imports. 

Mr. Kean. Yes, but the farmer is protected by the price support? 

Secretary Benson. That is correct. 

Mr. Kran. I thought there was a little misunderstanding on that 
from the way Mr. Simpson was making the inquiry. 

Mr. Secretary, do you know approximately how many farmers’ 
livelihood is dependent upon the export trade? 

Secretary Benson. I could not give you an accurate figure, Con- 
gressman. We can get a fairly accurate figure for you, I think. It 
would represent about 40 percent of our cotton producers, about the 
same percentage of our wheat growers, about 25 sehen of our tobacco 
farmers, and some other groups. We could get an estimate for the 
record if you would like it. 

Mr. Kean. Roughly, how many million people would it be? 

Secretary Benson. I do not know. It represents about 10 percent 
of the total farm income, as I recall, and I presume it might represent 
in the neighborhood of 10 percent of the farmers. Mr. Wells or Mr. 
Short, do you have that information? We can make an estimate for 
you. 

Mr. Kran. You do not want to do it now? 

Secretary Benson. I do not believe it would be much more than a 
very rough estimate. 

Mr. Krywn. I would like to know that because it has been testified 
that there are about 1,600,000 people who earn their living by the 
export trade in the manufacturing industries, and I would like to 
add the farmers to see about how many workers are affected and get 
their livelihood. 


get the benefits of 
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Secretary Benson. We have about 6 million farms with about 10 
million farm workers. I imagine that our exports of farm products 
account for arount 10 percent of farm income. A larger number 
than that that would be producing crops a portion of which would 
be exported, but when it comes down to the percentage of our total 
farm resources that are producing for export, then it would be a 
smaller figure. 

Mr. Kean. Thank you. 

The Cuatrrman. Mr. Curtis will inquire. 

Mr. Curtis of Nebraska. Mr. Secretary, I am very much interested 
in your paper, and I think you made a good presentation. 

Secretary Benson. Thank you. 

Mr. Curtis of Nebraska. In reference to your statement in here— 
In recent years we have exported the production of from 50 to 60 million 
of our farmland. Our farm exports in the last 5 years have 
billion in value each year. 


acres 
averaged $314 

That includes various foreign-aid programs, does it not? In other 
words, the export of farm products that were paid either by loaning 
the money or giving the money away—or does it? 

Secretary Benson. I can give you a breakdown, I believe. These 
figures I have here include farm products that move as a part of our 
foreign-aid program. These are the percentages. For example, in 
cotton, in 1950 we exported 4,117,000 bales, and about 55 percent 
of that was financed through foreign-aid funds. 

In 1951 we exported 5,519,000 bales, 14 percent of which was financed 
with foreign-aid funds. 

Mr. Curtis of Nebraska. After all the studies are made and the 
Executive makes recommendations and they are accepted and written 
into the law by the Congress, it is quite unlikely that we will end up 
with a program to encourage the importation into this country of 
products in which we have a surplus, is that not correct? 

Secretary Benson. I would think so, and I would hope so, particu- 
larly so long as we have these high support programs. Of course, 
it is to our advantage to encourage foreign trade in agricultural « 
modities. It would be rather inconsistent to import great quantities 
if we already have a surplus of those same items here. 

Mr. Curtis of Nebraska. We hear a great deal of discussion, and 
no doubt it is quite fundamental, about the balance of trade, and i 
order for foreign countries to get dollars they must trade here. 
Another way of saying that is that we must buy their products. 
Why aren't we buying more of them now! ‘To be more specific, is the 
tariff barring imports to any great extent in this country now ? 

Secretary “BENSON. I would like to ask Mr. Short to comment on 
that. 

Are the tariffs restricting imports to any great extent ? 

Mr. Snort, Of course, the thing that restricts exports of quantities 
of goods is the limitation of dollars abroad. 

Mr. Curtis of Nebraska. That is what I am talking about. What 
is restricting the Import: ations here in order to get our dollars? As 
it stands today, are tariffs barr ing imports into this country ? 

Mr. Suorr. There is only one thing aside from tariffs, and so forth, 
that limits our imports into this country, and that is the availability 
of the things that we might need. Our imports vary directly with 
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the industrial activity and general economic level and income of the 
Nation. To the extent that strategic materials or things that we can 
use are available in the world we have no restriction, so far as I 
know, in our purchase of them. 

Mr. Curtis of Nebraska. In your study of foreign commerce, do 
we have any tariff walls now that are materially cutting down the 
im} orts into this country ¢ 

Mr. Snorr. I cannot give you the specific items. I would say that 
probably a careful analysis of the whole tariff structure would indicate 
that the re might be a few cases, several cases possibly, where our tariffs 
are prohibitive, making it impossible for certain items to come into 
this country 

Mr. Curris of Nebraska. But if the level of prosperity is high 
encugh in this country and we have the purchasing power here and 
rs people want foreign products, imports will flow over that tariff 
wall. 

Mr. Suorr. Provided of course the price is sufficient to permit the 
product to be produced and at the same time pay the entry fee to 
come into the country. 

Mr. Curtis of Nebraska. What I am wondering is if we aren’t over- 
simplifying an awfully big problem here. For 20 years we have 


had the millenium around ‘the corner by the reduction of tariffs. T 
am willing to agree that perhaps tar iffs have been too high on some 
things and they certainly are not the solution to everything, but that 
by no means is the principal obstruction to trade at this time, is it? 


Mr. Suorr. There are many other devices being used today, and 
in many instances, of course, much more prohibitive on trade or re- 

rictive on trade than are the tariffs themselves, as you know—quotas 
and exchange Da 

Mr. Curtis of Nebraska. Currency blocs? 

Mr. Sriort. Currency bloes. 

Mr. Curtis of Nebraska. Embargoes? 

Mr. ae rT. That is right. 

Mr. Curtis of Nebraska. And state trading itself? 

Mr. eae State trading itself, of course, has in it difficulties. 
We feel that the maximum trade should be carried on through private 
trading. We feel that is in the interest of maximum trading. 

Mr. Currts of Nebraska. Perhaps there is less percentage of the 
trade actually being carried on between individuals or business con- 
cerns now than ever, isn’t that true? 

Mr. Suorr. There has been a trend, of course, since the war due to 
the fact that factors that enter into international trade were so 
seriously disrupted during the war. By reason of that fact, dollar 

shortage, nonconvertibility of currency, and what have you, in the 
minds of much of the leade rship of certain nations of the world made 
it almost mandatory in their opinion either to do state trading or to 
egulate by law the flow of goods to the dollar area because of the 
shortage of dollars. 

Mr. Curtis of Nebraska. But in a number of the important coun- 
tries the government does all of the foreign trading or nearly all of it, 
isn’t that true? 

Mr. Snort. That is right. 
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Mr. Curtis of Nebraska. So in increasing our imports in order to 
give other people dollars, we have to deal with a great many trade 
barriers entirely separate ce apart from the tariff, isn’t that true 4 

Mr. Suorr. That is right, sir. 

Mr. Curtis of Nebraska. We also have to deal with a great many 
factors that aren’t in a sense trade barriers at all in the academic 
sense as we consider trade barriers, tariffs, embargoes and so on. State 
trading, political alliances, ideologies, and all those things are direct 
ing the channels of trade at this time, are they not ¢ 

Mr. SuHorr. That is correct, sir. We are hopeful, of course, that 
these efforts in our relationships and in some of our agreements with 
many of the countries with which we have trade agreements today 
have pledged themselves to relinquish or loosen up trade to the extent 
that they possibly can. 

Mr. Curtis of Nebraska. As a matter of history, this country im 
ports a lot of goods when we have a lot of money, isn’t that right ! % 

Mr. Suort. That is correct. 

Mr. Curtis of Nebraska. When we do not have it, they do not 
import very much, and that is true regardless of which party is in 
power or whether the tariff is high or low. Isn’t that right? Don’t 
our imports go up, measured on the prosperity of the country ? 

Mr. Suorr. That is very largely true. Of course, I think a study 
of nationalism or the extent that nations make an effort to become 
self-sufficient, it encourages uneconomic production. 

Mr. Curtis of Nebraska. Understand, I am not advocating any 
thing that is cong to create an uneconomic situation and that 
going to make us trouble later on. What I am trying to point out 
is that here the whole Nation has been told for years and years that 
the solution to all this complicated problem is lowering some tariff 
from 6 percent to > percent or something or other; and while that 
has been voinge on, trade restriction after trade restriction has been 
imposed, the individual is pushed aside, and governments take over 
the trading. Individuals just cannot carry on international trade 
right now. 

Mr. Suorr. That is partially correct. 

Mr. Curtis of Nebraska. That is all. 

The Cuarrman. Mr. Eberharter will inquire. 

Before you start, I wanted to ask the reporter here if he had the 
name of this last gentleman who spoke. In fact, Mr. Secretary, we 
should be happy to. have you introduce all these associates who accom 
pany you today. 

Secretary Benson. This is Mr. Loos, the Solicitor of the Depart 
ment, Mr. Karl Loos. 

This is Dr. Paarlberg, Special Assistant. 

Dr. Oris Wells, Chief of the Bureau of Agricultural Economics. 

Mr. R. E. Short. in charge of our foreign agricultural service. 

The Cuarrman. Thank you very much. 

All right, Mr. Eberharter. 

Mr. Esernarrter. Mr. Secretary, I might say at the beginning that 
I think you were well advised to bring your staff with you because if 
some of the other Secretaries had had their staffs with them, they 
might have had more effect on the thinking of the committee. 

Secretary BENSON. Maybe they are more capable than the Secretary 


of Agriculture. 
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Mr. Exernarrer. Personally, if I appeared before a committee such 
as this, I would want as many experts from my Department as I 
possibly could bring along. 

Secretary Benson. None of us has all the answers. We are work- 
ing as a team, however. 

Mr. Exvernartrer. That is certainly correct. 

Mr. Secretary, the United States is encouraging as much as it pos- 
sibly can in the European countries the lessening of trade barriers as 
between each other. Isn’t that correct, all kinds of trade barriers? 

Secretary Benson. Yes, I think that has been our policy for some 
time, Congressman. 

Mr. Exvernarrer. I think we feel definitely in this country that 
that is one of the main causes of the recurring difficulties between the 
various European nationalities and countries “because there have been 
these trade barriers existing for many, many years. Do you agree 
with that ? 

Secretary Benson. I have heard it expressed that that is one of the 
causes. It would be a difficult thing, I presume, to measure; but cer- 
tainly when you have retaliation as a result of these import restric- 
tions, it apparently does not contribute much to friendship. 

Mr. Exvernuarter. That is right. By the same token it would be 
well for us, after attempting to encourage among the European na- 
tions the lessening of trade barriers, to be a leader in the field of 
lessening trade barriers, especially as we are considered the leading 
Nation in the world today. Do you agree with that. 

Secretary BENSON. We are looked to asa leader , ce rtainly, and it 
entails, of course, a very grave responsibility. At the same time, I 
presume other nations will expect us to protect our own economy and 
to take whatever steps are necessary in our own best interest. If 
that meant some protection, I presume they would recognize it. They 
would probably do the same thing if it was in their best interest. 

Mr. Esernarrer. That is correct. 

Secretary Benson. The President made the expression, I think— 
I forget the expression now—in our own intelligent best interest, o1 
something to that effect, enlightened self-interest. 

Mr. Esnernarrer. Enlightened self-interest. 

Secretary Benson. It seems to me we ought to look at foreign trade 
and other phases of our foreign program in terms of our own enlight- 
ened self-interest. 

Mr. Erneruarrer. So the problem revolves itself down to whether 
enlightened self-interest would bring us to the conclusion that a freer 
distribution of the world’s goods would be to the advantage of our 
country ¢ 

Secretary Benson. That is right. 

That is what I would hope this study would help to reveal, just how 
far we should go in the direction of free trade, free exchange of com- 
modities; to what extent it is in our own best interest to provide some 
protection for certain of our commodities. 

We have a case in wool that has impressed me very much. I men- 
tioned it in my statement. Is it to our best interest to maintain the 
sheep and wool industry in this country’ If it is, then it appears 
that it will be necessary to give them some protection. 

Through the vears we have more or less determined that it was to 
our interest to have a wool and sheep industry, and have provided 
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some protection. However, in more recent years, through the manipu- 

lation of currencies and so forth, the protection that has been avail- 
able apparently has not been sufficient. At least the wool industry 
and the sheep industry has been in very serious condition, as you 
know. 

All those things have to be considered. 

Mr. Exernarrer. That is right. 

Mr. Secretary, with all these impediments to free exchange of goods, 
such as currency manipulation, tariffs, import quotas, facing solution, 
do you think the best result can be arrived at by way of agreement 
between the nations, or by way of this Congress arbitrarily passing 
legislation which may at the moment appear advantageous to our 
country and to our own economy, but which conditions may change 
within a very short time ¢ 

Secretary Benson. I think, Congressman, there may have to be some 
of both, but certainly through friendly negotiation with other nations 
of the free world we should be able to bring about a program of trade 
that will be of mutual interest to all of the countries involved. 

Mr. Eseruarrer. In other words, Mr. Secretary, by agreement you 
think more can be accomplished for the benefit of our own economy 
than by the Congress passing a rigid statute? 

Secretary Benson. That eaie be very difficult to say. It depends 
somewhat on at what levels that statute provided protection. ‘There 
are many vari: Aen that would have to be considered. 

Generally speaking, I favor negotiation with other countries. Ce1 
tainly that ought to be explored to the limit. 

Mr. Everuarrer. Negotiation and agreement rather than rigid stat 
ute, such as was provided by the old method of the Smoot-Hawley 
tariff bill? 

Secretary Benson. There may be a need for both, but certainly we 
ought to e xplore to the limit the possibili ty through trade agreements 
and voluntary negotiation. 

Mr. Esernarter. Right now, you are favorably inclined toward the 
igreements side of it, because you testified we ought to continue that 
practice for another year. 

Secretary Benson. Yes, that is correct, and I am in favor of the 
request which the President has made for the setting up of a commi 
ion to study the entire field. I think that is practical and wise. 

Mr. Esernarrer. I believe you indicated in your formal statement 
that the restriction on the imports of fats and oils, butter, cheese, and 
other dairy products, under the mandatory provisions of the statute 
which we passed was not, in your opinion, wise. 

Secretary Benson. I think I did not say that the passage of the 
legislation was unwise. Under the conditions, it probably was a wise 
thing todo. However, I did emphasize that if section 22 can be made 
operative and effective, then I see no particular need for section 104. 
But so long as we have our high price suport programs on certain com 
modities, then we must have the machinery to protect these commodi 
ties against excessive imports. 

Mr. Esernarter. Then, as I understand, your present recommenda 
tion is that the Congress should not renew section 104? 

Secretary Benson. I so testified before the Senate Agricultural 
Committee, with the understanding that we provide in the hands 
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of the President or the Secretary, as the case may be, sufficient 
authority to meet emergency condition involving excessive imports 
of those commodities on which we have high support programs. 

Mr. Esernarrer. Do you think that section 104 has helped Ameri- 
can agricultureé Do you think on balance the harm that was done 
to the export of wheat, corn, and other farm products, more than 
offset the slight benefit which was received by the dairy farmer ? 

Secretary Benson. Of course, it would be a very difficult thing 
to measure. Section 104 applied to only a limited number of com- 
modities, as you know. 

Mr. Exernarrer. That is right. 

Secretary Benson. Principally to dairy products and some of the 
oil crops and rice and rice products. The big advantage I see of a 
strengthened section 22 is the fact that it covers the entire board. 
I feel sure that section 104 did, to a degree at least, limit imports 
of some of those commodities which it covered. Right now, for 
example, under the authority of section 104, import embargoes have 
been placed on certain dry milk products, dry whole milk, dry butter- 
milk, and dry skim milk, and dry cream, if I remember correctly. 
Under that legislation, when it is shown that further imports will 
tend to interfere with our price-support program, then the Secretary 
is bound to place embargoes or quotas against imports. 

I feel sure that that section has tended to reduce the imports of 
those paticular commodities. What effect those limitations on im- 
port have had on our exports would be very difficult to determine. 

Mr. Enernarrer. Our exports of wheat, corn, tobacco, rice, and 
other products of the American farmer, have dropped off considerably, 
have they not ? 

Secretary Benson. Yes, but I doubt very much if section 104 has 
been a very important factor in that decline. In the first place, the 
quantities that would normally come into this country, of the com- 
modities covered by section 104, are very, very limited. We normally 
do not import very mue th of those ¢ ommodities. 

Mr. Esernarrer. They never were large enough to have much of an 
effect on the dairy industry, were they / 

Secretary Benson. That is correct. 

Mr. Evernarrer. Therefore, it would follow, the imports not being 
large enough to have an important effect on the dairy industry, 
it was ill-considered action to make it mandatory on your part to 
impose those restrictions ? 

Secretary Benson. No, Congressman, we have had high price sup- 
port prices on these dairy products, and the imports would have 
become very large had we not had that machinery. 

Mr. Enrruarrer. The farmer would have gotten the same price 
for his goods under the support program, would he not? 

Secretary Benson. Yes, he would have gotten the same price, and 
the taxpayer would have paid the bill. 

Mr. Enernarrer. He would have gotten the 90 percent? 

Secretary Benson. Yes, he would have gotteri the 90 percent, but 
the taxpayer would have had to pay not only 90 percent to the domestic 
producers, but to foreign producers as well. 

Mr. Esernuarrer. The consuming public would have to pay a much 
higher price, too ¢ 
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Secretary Benson. Yes. 

Mr. Esernartrer. Do you not think the 10 countries that made a 
protest against section 104 were justified in making it 

Secretary Benson. I presume under similar circumstarnces we 
probably would have protested. It is only natural that they would 
protest. 

Mr. Esernarrer. Mr. Secretary, Mr. Linder, one of your Assistant 
Secretaries 

Secretary Benson. I do not have an Assistant Secretary by that 
name. 

Mr. Epsernarrer. He is Assistant Secretary of State, I am sorry. 
We have had so many Secretaries up here, 1 am getting a little con 
fused. 

Mr. Linder, Assistant Secretary of State, said that 





Foreigners, finding that their American market is gone, will be forced to cut 


back on their purchases of our export crops as a result Some of our farmers 
which means United States farmers— 


who previously raised export crops will turn to production for the home market 
thereby adding to home competition and adding to the pressure on our support 
programs 

Have you thought of that phase of 

Secretary Benson. 1 am not sure that I get Mr. Linder’s meaning 

Mr. Enernarrer. In other words, if foreign countries stop buying 
certain of our farm products, then our American farmers will switch 
to raising other crops, and therefore make more of a surplus and more 
pressure on the support programs—do you get what I mean—by shift 
ng their crops. 

Secretary Benson. I do not know that that necessarily follows, 
Congressman. They may shift. They may shift to the production 
of some commodity in which we do hot have a surplus. We do have 
some commodities like that. 

Mr. Exerunarrer. They will certainly shift to one that they are 
sure the y will get price support on, will the y not ¢ 

Secretary Benson. Of course, the farmer, like the businessman, 
always shifts to that production which he thinks will give him the 
greatest return or some return. 

Mr. Esernartrer. A guaranteed return. 

I think that is all. Thank you, Mr. Secretary. 

The CHarrMan. Any questions? 

Mr. Holmes will inquire. 

Mr. Hotmes. Mr. Secretary, I noticed in your statement before the 
committee that you were hoping that section 22, if properly adminis 
tered, would remedy many of these difficult situations in which some 
branches of agriculture find themselves. Do you, by the same token, 
feel that proper enforcement of the aoe il point and the escape Clauses 
that are in the existing act could be stepped up as to speeding the 
program, and could be more effective ly used than has been the polic V 
of the administration in the past ? 

Secretary Benson. You mean in the trade agreements legislation 

Mr. Houmes. Yes. 

Secretary BENSON. | oe aa there could be some relief if the 


were strengthened through administrative action. 
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Mr. Hotmes. One of the difficulties that some of these industries 
have, both in agriculture and outside, has been the fact that they 
have not received proper administration of the provisions contained 
in the present act. If there is any way in the world that the executive 
branch of this Government can step up those procedures, it would be 
greatly appreciated, I am sure, by those particular industries and 
those sections of agriculture involved. 

Other administrators coming in here from various departments 
have said that they hoped that such position and such procedure could 
take place in a much more effective and efficient manner. 

Secretary Benson. I know it is the hope of the President, also, 
with whom I have discussed this matter. So I have hope that we will 
have more effective administrat Hon of those provisions. 

Mr. Hotmes. Thank you very much, Mr. Secretary. 

The Cuarman. Mr. Byrnes wil inquire, 

Mr. Byrnes. Mr. Chairman. 

The Cuarrman. Yes, Mr. Byrnes. 

Mr. Byrnes. Mr. Secretary, you place considerable reliance on a 
big “if,” namely, if section 22 could be made effective. 

Is is not true that section 22 is restrictive as far as the extent of 
the quota that you can impose upon imports? As I understand it, 
it is 50 percent of what they term—— 

Secretary Benson. Imports, I believe, for a certain base period, is 
it not ? 

Mr. Byrnes. As I understand, it does not have a base period. It 
has what they call a reasonable period or a representative period. 

Secretary Benson. Representative period. I think that is correct. 

Mr. Byrnes. Under section 22, you are going to have to let some 
of it come in. If there has been importation in the past during a 
representative period, you are going to have imports. 

Secretary Benson. Yes, I think that is correct. 

Mr. Byrnes. It is my understanding, for instance, that before the 
Tariff Commission on May 4, ap pearances were made by the Depart- 
ment of Agriculture calling attention ph Gagne to the butter and 
the cheese situation. As I understand it, the recommendation of the 
Department was that in the case of butter and butter oil, the quota 
he established at 50 percent of the average imports in the representa- 
tive period; and under the representative period advocated by the 
Department, that would permit 741,000 pounds of butter. 

Am I correct that 741,000 as used in that report represents 50 
percent of the imports during the representative period, or is that 
the figure of 100 percent of the imports during that representative 
per iod? Which is it? 

Secretary Benson. It is my understanding that that is 50 percent. 
That is my understanding, Congressman. 

Mr. Byrnes. So, using section 22, and assuming the Tariff Com- 
mission gives you everything it possibly ¢ an give you, and the Presi- 
dent goes along with that, you are still going to have 741,000 pounds 
of butter coming in here in the next year, is that correct ? 

Secretary Benson. Under section 22, I think that would be correct. 

Mr. Byrnes. Under section 22; yes. 

With your present butter situation, unless there is a vast improve- 
ment, that means that you are going to have to buy 741,000 more 
pounds of butter, does it not ? 
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Secretary Benson. Well, yes, generally speaking I think that would 
be true, because under our present price-support program, in order 
to maintain it at 90 percent, we are required to buy enough dairy 
products to maintain that level, whether those dairy products come 
in from abroad or are produced locally. 

Mr. Byrnes. You run into the same situation as far as cheese is 
concerned, unless you get a change in the general cheese picture. It 
is my understanding that under section 22, and as the Department 
las presented its case to the Tariff Commission, the most the Tariff 
Commission could grant you would be a quota which would still 
permit the importation of approximately 2,766,000 pounds of cheddar 
cheese. 

Secretary Benson. I am not sure as to the figure, Congressman, 
We could check it, of course, and find out. 

Mr. Byrnes. I will tell you where I got that. It is a summary 
tatement by Mr. E. M. Norton. 

Secretary Benson. Of the Dairy Branch? I assume it is correct. 

Mr. Byrnes. Of the Dairy Branch; yes. 

Among his recommendations, one is cheddar cheese, including pas- 
teurized, processed cheddar cheese and blends thereof, American 
cheese, and pasteurized, processed cheese food made in whole or in 
part from cheddar or American cheese, 50 percent of the average 
imports during 1948 to 1950 representative period. Then in paren- 
thesis: “ Approximately 2 2,766,000 pounds.” 

Secretary Benson. That would be correct. 

Mr. Byrnes. So, under section 22, the most you could possibly get 
would be a situation where, as far as your purchase program is con- 
cerned, you are going to have to purchase 2,7660,000 more pounds of 
cheddar cheese. 

Secretary Benson. That is entirely possible. 

Mr. Byrnes. For blue mold cheese 

Secretary Benson. That is a very small part of 100 million pounds, 
but then it is some. 

Mr. Byrnes. But you are going to have to buy it, right? 

nder blue mold cheese, there would be 4,167,000 pounds. 

Under edam and gouda cheese, 4,600,000 pounds. 

This is the rate now permitted, and exceeds the 50 percent of the 
imports in the representative period. 

Secretary Benson. Of course, some of those cheeses, as you know, 
Congressman, are specialty cheeses that normally come in whether we 
have a price-support program or not. 

Mr. Byrnes. Right. 

I am not going through the rest of this list. The point is that 
under section. 22, you still cannot have a real protection of the Treas- 
ury of the United States or of the taxpayers, because you are still 
going to have to let a certain percentage, 50 percent of this repre 
sentative period, come in. The Government is going to have to Soe 
that amount as long as the market condition is as it is today. 

I wonder, therefore, how effective section 22 is under these ‘cir- 
cumstances; and I wonder, further, whether that “if” you use is 
not just too big to be even given consideration. 

Secretary Benson. Of course, under section 22, Congressman, it 
would not be possible, as I understand it, to impose a complete em- 
bargo. That is what you are suggesting here. 
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Mr. Byrnes. That is my complaint as to section 22, Mr. Secretary. 

Secretary Benson. It may be that there would be justification if 
that section were amended to give the President or the Secretary 
emergency powers to meet an unusual situation. However, I still 
feel that under normal conditions, from a longtime standpoint, if 
section 22 could be made operative it would give us much of what we 
need in the way of protection. 

Mr. Byrnes. You mean the general theory of section 22? 

Secretary Benson. That is right. 

Mr. Byrnes. I do = think anybody will disagree with you as far 
as theory is concerned, but you see right now the impractic ality of the 
restriction which limits you to a quota representing 50 percent of the 
imports during the representative period. 

Secretary Benson. However, I think that that would not seriously 
interfere with the overall operation of our price-support program if 
we had that authority and it could be made effective and operative. 

Mr. Byrnes. In other words, you mean you would just as soon buy 
another—— 

Secretary Benson. No, I do not want to buy any more than we 
have to, 

Mr. Byrnes. That is what I thought, and I do not think the farmers 

ant you to buy any more than you have to. 

Secretary _ NSON. It is just a question of how much we can afford 
to pay of the t \xpayers’ money in order to sponsor or to promote good 
will among the free nations of the world through encouraging trade. 

Mr. Byrnes. There is another aspect. You say in your statement 
on page 6, at the top: 

The control of imports under section 104 is prompt and effective. 

Secretary Benson. That is correct. 

Mr. Byrnes. What more could you ask than to have a statute and a 
situation which provides import control that is prompt and effective ? 
Is that not what everybody wants? 

Secretary Benson. Certainly for those whose commodities are 
covered under such a program, that is about all they could ask for. 
But | — we have to look beyond those commodities, and we also 
have to look beyond the immediate imposition of restrictions. We 
have to lek to this whole question of trade with our friends in foreign 
countries. 

I have never felt it was desirable for the Secretary of Agriculture 
to have quite as much power and responsibility as is imposed on him 
under section 104. He takes the action without any hearings. I have 
always felt it is a good thing if we can have hearings, as the Tariff 
Commission provides, where “all sides can be heard, where the thing 
can be debated, where testimony can be presented, and then the 
decision made, 

Mr. Byrnes. Mr. Secretary, there is nothing in the law, as I recall, 

which restricts you and says you cannot provide machinery for hear- 
ings. I do not think there is any restriction in law which says, “Mr. 
Secretary. you cannot set up a board and hear witnesses and hold 
hearings.” 

Secretary Brwnson. I think, though, Congressman, that you will 
agree that it probably would be better to have that hearing conducted 
by an independent agency rather than by the person who is required 
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under the law to make the decision. 


about it. 

Mr. Byrnes. Of course, we have run into, and the history of section 
22 and the history of section 104 shows that Secretaries of Agriculture 
have not even used the power that was given to them in statutes. 
They just avoided the great responsibility that you say section 104 
places on you. They just forgot about it, even with it in the law. 

Also, before section 104 was put 0n the books as a mandatory 
proposition, they did not use the machinery of section 22, which was 
at their disposal and gave them good opportunity to call in an 
inclependent agency. 

Secretary Benson. That may he true, Congressman. I hope that 
we can do the very best we can to carry out the intention of Con 
gress and our responsibility with reference to section 22 or any other 
legislation which the Congress may pass. 

Mr. Byrnes. I have confidence that you will, Mr. Secretary, but 
we never know whether you are going to be around tomorroow or the 
next day or the next day. 

Secretary Benson. No, and I never know either. 

Mr. Byrnes. I do not know who is going to succeed you, if we have 


At least, I would feel better 





a successor, you see. I like to have some things written into the law. 

Secretary Benson. I assure you that when the job is done, I will 
be very happy to be relieved. 

Mr. Byrnes. | certainly hope that you do not decide that or nobody 
else decides it ve ry soon. 

Secretary Benson. Thank you very much. 

Mr. BYRNES. We have ti alked about the importance of section 22, 
and we also spoke of section 104 as being essential because we have 
support prices and a support-price program, which therefore require 
that we have to take some action to restrict imports in order to pro 
tect the Treasury. 

Let us assume that we did not have wi support prices today, and 
the taxpayer, as such, was not involved, but you just had a lot of 
dairy farmers and a dairy industry faced with the import problem. 
Would that not still require that they have protection from improper 
unloading of goods whic h they cannot possibly compete with because 
of the difference in the cost of production, primarily brought about 
by labor costs and standard-of-living costs as between this country 
and the country of origin ¢ 

Secretary Benson. Of course, if we did not have the high support 
program and we did not have the protection provided under section 
104 or section 22, then the tendency would be for our market to be 
the world market; and if it is our desire to maintain a market above 
the world market, then certainly there would be a need for some type 
of protection. 

Mr. Byrnes. Yes. You certainly would not contend that the Amer- 
ican dairy industry can manufacture and market butter at the price 
New Zealand butter is being sold in the market today, would you? 

Secretary Benson. | have been a dairyman a good part of my 
life, I have alw: ays considered that to be rs ither strenuous competition. 

Mr. Byrnes. Yes. It would be impossible. They would just -go 
out of business. 
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The same way as far as the cheese industry is concerned, with 
some of the cheap production that is possible in the countries that 
are attempting to ship into this country. 

So you would have a serious problem as far as providing assistance 
to this particular industry, whether you had price supports or not. 

Secretary Benson. That is entirely possible, yes. 

Mr. Byrnes. They would be in a desperate situation if they did not 
have more than what the Tariff Act provides today, by way of mere 
duties. Is that not true? 

Secretary Benson. Yes. I think that is correct. 

Mr. Byrnes. One concluding aspect. 

My friends, particularly Mr. Eberharter and some others, are ve ry 
concerned about maintaining this export market of ours, and they are 
hesitant to do anything to restrict imports, on the theory that that 
would reduce our possible export market. 

Mr. Secretary, are we not today in other areas, and particularly 
in the field of agriculture, taking action in foreign countries which 
will have the effect in the end of reducing their reliance upon the im- 
port from the United States of certain agricultural commodities ? 

I refer particularly to the program under point 4, some of them 
under programs that have been in operation by the Department of 
Agriculture in assisting foreign countries to develop their agriculture 
and their agricultural production, much of it in elds that are also 
competitive to agricultural production in this country. I would like 
your comments on that aspect. 

Secretary Benson. That would be very difficult to appraise ac- 
curately, of course. Generally speaking, the point 4 aid that has been 
given, the technical assistance, has been primarily in countries where 
they have not been very heavy importers of our farm products from 
this country. It has been largely a program to help people to help 
themselves, to provide them with the things that they normally would 
go without. 

I presume there may be some competition developed as a result of 
some of the things we are doing abroad. It would be a difficult thing 
to measure. I would like to point out, however, that in connection 
with our high support prices on dairy products, there was a tendency, 
as I believe I mentioned in the statement, to draw products to these 
shores that normally would go into other channels. To that extent, 
of course, we rather seriously upset the flow of commodities into ex- 
port from those countries that are shipping to us because of our high 
supports. 

Mr. Byrnes. Is not action which has encouraged high wages in this 
country, action which has encouraged various social legislation which 
has increased the cost of the production of an item and thereby also 
increased the end cost of the product in the market, encouraged a shift 
of exports to this country which thereby finds a market at a pretty 
high price for these imported goods ? 

Secretary Benson. Yes; that certainly would be a factor. Of 
course it would. 

Mr. Byrnes. We are in an area where we have so many complica- 
tions it is pretty hard to see the proper answer. 

Secretary Benson. That is correct. 

Mr. Byrnes. I wonder whether we are wise to constantly focus our 
attention to the export trade, and forget the domestic market which 
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is also very important as far as American producers are concerned. 
Secretary Benson. We need to look at the whole picture, and I 
would hope that this study proposed by the President would encom- 
pass the entire picture. It is a complicated one, as you know. 

Mr. Byrnes. When Secretary Dulles was before ‘the committee, he 
advised us that it was an agreed position by the administration and 
the Cabinet officers that the administration would advocate at this 
time the maintenance of the status quo, as far as legislative ma- 
chinery was concerned, in this area of trade and trade restrictions. I 
asked him at that time why they did not carry that all the way through 
and maintain the status quo such as maintaining section 104, so that 
they could be consistent in saying that we are going to wait until we 
have a study of the overall picture before we sre going to advocate 
any changes. 

Do you not think it would be consistent, if we are going to have a 
study and have an overall look at the whole picture, and if we are 
going to maintain the status quo as far as legislative machinery, that 
we must also say that we will keep section 104? 

Secretary Benson. I have already made my statement regarding 

104, Congressman. I think if we let it expire and put our emphasis 
on section 22, it will more nearly meet our overall needs and cover all 
commodities. I believe we can make it work. If we cannot, then 
I would hope the Congress would provide necessary amendments to 
give the President emergency powers to meet these emergency situ- 
ations, particularly under our present support program. 

Mr. Byrnes. Have you made any recommendations for amendments 
to section 22 yet, to the Agricultural Committee or any other com- 
mittee ¢ 

Secretary Benson. We have not submitted, I think, an actual draft. 
However, Senator Aiken has introduced a bill (S. 1680) which we 
think will provide what will be required in the event it cannot be done 
administratively. 

Mr. Byrnes. Who did you say has introduced it? 

Secretary Benson. Senator Aiken, chairman of the Senate Agri- 
cultural Committee. I do not have it with me. 

Mr. Byrnes. I wonder if you could furnish the committee with your 
recommendations in that respect. 

Secretary Benson. It is the same as the Senator’s bill, Mr. Loos 
just tells me. We would be glad to provide it if you prefer it that 
way. 

Mr. Byrnes. I would prefer to have it from the Department as the 
Department’s view. 

Secretary Benson. We will be glad to do that. 

Mr. Byrnes. I will ask you at this point whether it removes the re- 
striction which I referred to earlier, which limits the quota to 50 
percent ¢ 

Secretary Benson. May I ask Mr. Loos, who helped in the drafting 
of it, to comment on that? 

Mr. Loos. No, Mr. Byrnes, it does not. It does not give the power 
to impose embargoes, but all it does is to give an emergency power, 
pending action of the Tariff Commission, to impose quotas or import 
fees within the limits of section 22. But that can be done without 
awaiting the report of the Tariff Commission, and can be done at any 
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time if the emergency so requires, in the opinion of the President. 

Mr. Byrnes. So you would still have in the act the restriction that 
no limitation on quantity could be less than 50 percent of the total 
quantity entered during a representative period? That wording still 
would remain in section 22? 

Mr. Loos. Yes. That would pertain to the emergency interim 
power, as well as final action under section 22. 

Mr. Byrnes. So, even if this amendment is passed, you are going to 
have 741,000 pounds of butter coming in here, and 2,766,000 pounds 
of cheddar cheese, and so on down the list. 

Mr. Loos. That is correct. 

Mr. Byrnes. That is all, Mr. Chairman. 

Mr. Eneruarrer. Mr. Chairman, I ask unanimous consent to put 
into the record at this point the third paragraph of section 7 (a) of 
Public Law 50 of the 82d Congress, chapter 141, Ist session, a very 
short paragraph, which relates to the escape clause. 

The CuarMan. Without objection, it is so ordered. 

(The information referred to follows:) 

Should the Tariff Commission find, as the result of its investigation and hear- 
ings, that a product on which a concession has been granted is, as a result, in 
whole or in part, of the duty or other customs treatment reflecting such con- 
cession, being imported in such increased quantities, either actual or relative, 
as to cause or threaten serious injury to the domestic industry producing like or 
directly competitive products, it shall recommend to the President the with- 
drawal or modification of the concession, its suspension in whole or in part, or 
the establishment of import quotas, to the extent and for the time necessary to 
prevent or remedy such injury. Within 60 days, or sooner if the President has 
taken action under subsection (c) of this section, the Tariff Commission shall 
transmit to the Committee on Finance of the Senate and the Committee on Ways 
and Means of the House of Representatives an exact copy of its report and 
recommendations to the President. 

Che Cuairman. Mr. Sadlak will inquire. 

Mr. Sapiax. Mr. Secretary, I thought that Mr. Byrnes would con- 
fine himself to the butter and cheese department there, and would not 
touch on point 4, about which I made a notation, but I want to follow 
up with a few questions along that line in order that I might have the 
picture clearly in mind. 

First of all, you mention that you are exporting agricultural com- 
modities. Do you include in that the exportation of agriculturat 
implements, also ? 

Secretary Benson. No: we do not. That would be food and fiber 
products, as I understand it. 

Mr. Saptak. Then as [ understand from your testimony, you cur- 
rently have large surpluses of agricultural products, primarily wheat, 
and I want to follow along that line, if that is true. 

Secretary Benson. It is really wheat, corn, and cotton, the three 
principal ones. 

Mr. Sapiax. The wheat part of it impels me to ask these questions, 
and I ask them from what I have viewed during a visit in Turkey and 
Germany back in September 1951. 

Mr. Byrnes has alluded to the point 4 program, the technical skills; 
also to agricultural organizations, whether they be national or inter- 
national, such asthe FAO. You also have at each American Embassy 
around the world, agricultural experts who I think also try to help 
the governments where they find themselves. , 
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I also noted that at that time for the first time, Turkey, which ordi 
narily would be a country that would buy some of our wheat, had 
exported some wheat in 1951. They claimed the reason for that was 
that they now had our tractors; they also had a little better weather. 

What I am getting at is that with our various programs, whether 
we sold, lent, leased, or gave away, let us take, for example, tractors, 
and helped some of these countries which formerly imported wheat 
from us, they have reached their own saturation point of their need, 
and they no longer need our wheat and are even exporting it. So in 
the days ahead, the present large surplus of wheat will not decrease, 
but will increase. 

Secretary Brnson. Of course, we helped them in other ways, also, 
Congressman, and no doubt the overall results in their purchasing 
more total items from us. There may be a single item like wheat in 
which they would increase their production. But as we tend to — 
them to increase their purchasing power, they may buy more of i 
dustrial products from us, even though they may be producing more 
wheat. I think we have to look at the overall picture. 

Mr. Sapitak. What I am getting at, Mr. Secretary, is that we met 
in Germany a man who was a representative, I believe, of our Agri 
culture De ‘partment, and he told us how we were insisting upon the 
Germans using our tractors, even though the contour of the land was 
not such that tractors could properly be used. I think we have im 
posed upon those countries some of these, call them necessities, which 
they did not or could not fully utilize, but where they did use them 
it was to our detriment, as we find our present surplus here. 

Secretary Benson. Of course, I have observed that under the point 
4 program and other foreign aid programs, there has been a great 
effort made on the part of some of our manufacturers to do all in thei 
power to increase the sale of their products abroad. It has come to 
my attention that there has been great urging on the part of some of 
these groups to increase our budget for foreign aid so they could buy 
more of our industrial products. 

Mr. Saptak. But by helping them in that fashion, Mr. Secretary, 
it seems that we harm ourselves, do we not ? 

Secretary Benson. On the other hand, we have been giving them 
the dollars with which, in part at least, they have bought some of 
our own agricultural commodities, and I presume they are anxious to 
hecome somewhat self-sustaining and anxious to get on their own feet 
so they can enter into trade with other nations, rather than continue 
to receive gifts from abroad. This program is aimed to help them to 
get on their own feet. Maybe we have gone too far. I am not sure, 
Congressman. 

We do not have agricultural representatives from the Department, 
generally speaking, in all of these countries, attached to the em- 
bassies. The agricultural attachés are not a part of the Department 
of Agriculture. They were at one time. I think they should be, if 
I may say that, but they are not at the present time. 

Mr. Saptak. You certainly have a great many of them scattered 
around the world helping in that phase, and in some instances those 
to whom they had gone to help, they actually do the work and the 
others watch and observe. 
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Secretary Benson. The program should be to help them to help 
themselves. What they need is know-how. They ought to be en- 
couraged to do all they can themselves. 

Mr. Sapiax. I notice in Greece, where they are working with sickles, 
we probably could help them by giving them a scythe “and showing 
them how to use it so they would not have to devote all that time 
(o stoop labor. You have irrigation on a very large scale there at the 
present time. As a matter of fact, they are growing Sunkist Califor- 
nia oranges in Greece, and pretty soon they will be sending them in 
here, particularly to the east coast, and we want people to use s the west- 
coast oranges, 

You mentioned wool during your testimony, Mr. Secretary; that 
vou thought at one time, or even at the present time, the wool industry 
here in the United States would completely go out of the picture. 

I wish you would straighten me out on that, because I was always 
of the belief that wool was a very important cog as far as national 
security is concerned. 

Secretary Benson. I think it has been the policy of our Govern- 
inent through many decades that it was in the national interest to 
have a sound wool industry and sheep industry in this country. Be- 
cause of that conclusion, there has been provided certain protection 
for the industry through tariffs and other means. 

However, in more recent years, even though there has been some 
,rotection, through the manipulation of currencies and other things, 
his protection has been made largely ineffective. 

As a result, we have had rather heavy imports from abroad, to the 
extent that our wool industry has tended to go down, rather than 
increase, even though it has had some protection under the price- 
support program. 

Mr. Sapiax. Mr. Secretary, will you tell me, then, whether it is 
your belief that wool is an important item as far as national security 
is concerned, or a commodity used for making instruments which 
contribute to our national defense ? 

Secretary Benson. Yes; I think it is very important, and I think 
our Government has considered it such, even to the extent of going 
to great lengths to stockpile part of it during and immediately prior 
to an emergency. 

Mr. Sapuak. I have one concluding question. It does not necessarily 
bear on reciprocal trade agreements. 

Mr. Secretary, there are a great many farm boys—and I mean real 
farm boys—particularly in the dairy industry in my area, who have 
been inducted into military service. I am very much concerned about 
that, because everyone wants to work in defense plants and they are 
having great difficulty in my State of Connecticut in obtaining farm 
help. 

It seems to me that the dairy industry will suffer tremendously 
if the policy is continued of taking these boys who have lived on the 
farm, who want to remain on the farm. Once they are taken into 
military service, they will not want to go back to the farm again. 

Have you taken any measures along that line? 

Secretary Benson. Of course, we do not have authority in that 
field, particularly, except to present to the proper authorities the sit- 
uation as it relates to food and fiber production and manpower on the 
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farms. It is a problem that became very acute during the last World 
War when they were asking for more food, when we had less farm 
machinery, and they were taking the boys off the farm to the point 
where it was tending to reduce production rather than increase it. 

Of course, the farmer, I think, generaliy wants to make his con- 
tribution to the war effort, and has done and will do it; but if there are 
cases where it is working a hardship and is tending to reduce pro- 
duction of products we need, then, of course, those cases ought to be 
presented to the proper authorities. 

Mr. Sapiax. During Worid War II, Mr. Secretary, it is my under- 
standing that many of the farm boys, being real farm boys, were 
deferred. 

Secretary Benson. There were some deferred; that is right. 

Mr. Sapiak. Quite a number, I understand. But that does not 
prevail at the present time, and we are not in a full war. I know of 
instances just outside of Hartford where the county agent in that 
area had suggested that the farm would require about 514 men. 
There were 110 cows, 72 milking cows, and so on. They had 24% 
men to run the place. 

A young man, only 24 years of age, who was really running the 
farm day and night, was taken into ans military service. I was con- 
vinced that there was a definite hardship. They may have to sell 
off the cattle. 

Secretary Benson. I understand, Congressman, there is machinery 
provided for the presentation of hardship cases. We have some of 
them that come to the Secretary’s office for review, and for recom 
mendation or rejection, as the case may be. 

I cannot explain to you the details of the machinery, but I know 
that there is such machinery in operation. If there is a hardship 
case, there is a way to present the case for appropriate review and 
consideration. I think eventually it comes to the Department of 
Agriculture. 

Mr. Saptak. Mr. Secretary, I thought I had availed myself of 
every one of these avenues, but thus far we have not had much 
success. 

Secretary Benson. We could check into it and let you know what 
part our Department plays in that field. 

Mr. Sapvak. I appreciate your offer. Thank you very much. 

Secretary Benson. Thank you. 

The Cuamman. The gentleman from Tennessee, Mr. Baker, will 
inquire. 

Mr. Baker. Mr. Secretary, this is a rather broad question. In view 
of section 22 of the Agricultural Adjustment Act being a part of the 
law of the land, and in view of its possible strengthening and of your 
intention to use it, do you, as Secretary of Agric ulture, see any way in 
which the enactment of H. R. 4294 could be harmful to agriculture ? 

Secretary Benson. I was checking to be sure of the number, Con 
gressman. 

Mr. Baxer. Of course, I said “to agriculture.” 

Secretary Benson. I do not know, Congressman, that it would be 
particularly harmful to agriculture. 

Mr. Baxer. I was very much impressed with your statement on 
page 4 in which you stated you felt sure that Congress would not 
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enact a statute making mandatory the support of the world price of 
agricultural commodities at 90 percent of American parity. Of 
course, there is not any question that that is right. But without 
section 22 and its possible strengthening, I can see where havoe might 
result without that in there. But there is no way that I can see where 
either the agricultural products or the attendant vast sums of money 
in connection with price support could in any measure be increased 
by H. R. 4294. That is what I was directing my question to. Can 
you see any way where it would cause you to spend more money ¢ 

Secretary Brnson. There may be the possibility, Congressman, 
that it would tend to decrease the imports from friendly nations 
abroad, and by doing so may affect the exports of farm products. It 
would i very difficult to measure, however. 

Mr. Baker. That is right. 

Secretary Benson. It would be somewhat speculative. 

Mr. Baker. Let us take tobacco for just a minute, and that is all 
I intend to ask you. Practically no tobacco is imported into this 
country now, is there / 

secretary Benson. I think practically none. 

Mr. Baker. Just a very, very small amount. So this could not af- 
fect tobacco ? 

Secretary Benson. There are certain special varieties that come in 
at certain times, but I think it is very, very small. 

Mr. Baxer. So there is no apparent reason that I can think of that 
H. R. 4294 would affect tobacco. Can you think of anything on that? 

Secretary Benson. Except in a general way. 

Mr. Baker. In the general picture, of course. 

Secretary Benson. Yes, that is right. 

Mr. Baxrr. That is all. 

The Cuarrman. Mr. Curtis of Missouri will inquire. 

Mr. Curtis of Missouri. Mr. Secretary, I just want to ask questions 
along one line. 

Of course, the Simpson bill, which is H. R. 4294, actually includes 
amendment to section 22 of the Agricultural Adjustment Act. 

Secretary Benson. Yes, I understand that. 

Mr. Curtis of Missouri. On pages 8, 9, and 10, I was just wondering 
whether there was any of this amendment that would be harmful, 
from your point of view, in the Sompson bill, or whether it would 
strengthen it. I would just like your comments on the particular 
language in section 8 of the Simpson bill, H. R. 4294. 

Secretary Benson. May I ask the Solicitor, Mr. Loos, to comment 
on that? 

Mr. Curtis of Missouri. Yes, sir. 

Mr. Loos. The amendments proposed in section 8 of H. R. 4294 do 
not relate to the proposed strengthening of section 22 to which the 
Secretary referred in his statement. They relate to other matters. 

One of them is to require expedition in the report of the Tariff 
Commission. That is something that is very difficult to accomplish. 
It is easy enough to say in the statute that the action should be ex- 
pedited, but it is very difficult to foresee all the conditions that might 
arise. 

We think that this emergency power that the Secretary suggested, 
giving interim authority pending action by the Tariff Commission for 








TRADE AGREEMENTS EXTENSION ACT OF 1953 153 


the President, on recommendation of the Secretary, to impose quotas 
and import fees within the limits of section 22, gives an authority 
that is immediate and complete, and that with that no legislation 
is required to force expedition of action by the Commission. 

Mr. Curtis of Missouri. In other words, you think this is supe 
fluous, but not damaging? 

Mr. Loos. It would not be damaging, no, but it would be unneces 
sary if the suggestions of the Secretary were adopted. 

Mr. Curtis of Missouri. Then the ae sections, if you plea 

Mr. Loos. The other sections, if ] call—I thi nk this one ‘ to 
make it mandatory that the President follow the Tariff Commission’s 
recommendation. Is that the effect of this? It is a rather long 
provision. 

Mr. Curtis of Missouri. It is a long provision, and I am not my 
self entirely sure what it is doing, but I did want the comments of the 
Department of Agriculture on this as to whether it was harmful, from 
vour standpoint. 

Mr. Loos. If you will aye me just a moment. 

I think the effect of that is to require the President to follow the 
recommendation of the i ariff Commission. 

Mr. Curris of Missouri. That is my understanding. 

Mr. Loos. That would not-be harmful. I would not Say that would 
be harmful to agriculture, but we do not think it is the right way to 
administer a law of this kind. We feel that there should be some dis 
cretion in the President to act upon the recommendations of the Tariff 
Commission. 

Mr. Curris of Missouri. In other words, on this, first, the main 
thing I wanted to find out: this certainly, from your standpoint, is 
not strengthening section 22 as you conte ‘mpl: ite: and further, I might 
add, in your opinion this, if anything, i is superfluous rather than objec 
tionable. Is that a fair statement 

Mr. Loos. That is true with respect to the first item; item (a) ; yes. 

With respect to the second, it could not be said to be superfluous 

Mr. Curtis of Missouri. Because it does clo something; yes. 

Mr. Loos. Because it does something that is very much in addition 
to what the present law prov ides. We do not feel that it is the right 
way to administer a law of this kind. 

Mr. Curtis of Missouri. Mr. Chairman, might I suggest that if the 
Secretary cares to make a specific comment later, in writing, on this 
specific section 8, I would appreciate very much having the statement 
in the record. That, sir, will give you an opportunity to consider it 
fully, rather than do this haphi azardly right now. 

Mr. Loos. I think that would be better. We have studied this, but 
I do not have any of my notes with me at the moment. 

The Cuarrman. If there is no objection, that may be done. 

Mr. Curtis of Missouri. Thank you. 

(The information referred to follows :) 

Section 8 of H. R. 4294 contains three subsections: 

The first—subsection (a)—is designed to expedite the report of the Tariff 
Commission in all section 22 proceedings. 

The second—subsection (b)—makes the findings of the Tariff Commission 
binding upon the President and requires the President to act within 30 days in 
accordance with the Commission’s findings and report. Under the present law 
the Commission makes its report to the President who has the responsibility of 
making the final determination. 
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Third—subsection (c)—withdraws the authority of the President to determine 
suspension, termination, or modification of proclamations previously issued and 
places that authority in the Tariff Commission requiring the President to follow 
such determinations as are made by the Commission. 

The first provision appears to be unnecessary if the interim authority is granted 
to the President, in an emergency, to impose the quotas or import fees within 
the limits specified by the section, on an interim basis, pending decision by the 
Tariff Commission and action by the President. 

The second and third provisions would vest in the Tariff Commission execu- 
tive functions which are now, and appropriately should be, vested in the President 
as the Chief Executive Officer of the United States. It seems unwise and im- 
proper to make the President subordinate and subservient to the Tariff Com- 
misslon. 

The Cuarrman. Are there any more questions ? 

Mr. Knox will inquire. 

Mr. Knox. Mr. Secretary, I was greatly interested in your forth- 

right comments on the major farm problems that the committee has 
Eres to your attention, as far as imports and exports are concerned. 
However, I have had numerous communications in a field that has not 
been covered, and that is the fur farmer. 

Of course, I have had also communications from the Commerce De- 
partment, and they have referred me now to the Agriculture Depart- 
ment and the Department of the Interior. 

Secretary Benson. Is that a last resort ? 

Mr. Knox. Apparently they felt that you had that jurisdiction to 
control the imports of fur into our country, which is claimed by the 
fur farmer 

Secretary Benson. I believe fur farming has been classed as agri 
cultural. 

Mr. Knox. Yes, it has been classed as agricultural, that istrue. But 
in face of the fact that we have some imports from Russia, China, and 
other satellite nations, and of course then from our friendly nations, 
such as England and Canada, the fur farmer today finds himself 
highly embarrassed, practically naked, for any possible source of sale 
for his furs at a price that would bring him a profit so he could con 
tinue in business. 

I do not know whether you have any of the figures on what the im 
ports are on furs, or not, at this particular time, but I do appeal to 
your Department to see if some relief cannot be given to these people 
who are small in numbers as far as the farmer is concerned, but who 
I think have played a very important role in our national defense as 
far as fats, and so on, are concerned. 

To destroy the fur farmer in the United States of America, I do not 
believe would be in the best interests of all concerned. I cannot be- 
lieve that we could continue to expect to have the imports of furs at 
the low price at which they are bringing them in here today and selling 
them on our American markets, if the competition here in the United 
States was not available also to that particular market. 

Have you any comments on that particular question, Mr. Secretary ? 

Secretary Benson. I am certainly sympathetic, Congressman. I ‘to 
not have the figures right at hand, but we can get them for you. My 
interest in fur farming goes back to high-school d: ays when I had a 
string of traps and used to tr ap muskrats to make my expenses for 
high school. I am acquainted with quite a number of the areas where 
they are producing a Jot of furs. 
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I cannot say right offhand just what the protection is for them. We 
would have to check it and get that information. We will be glad to 
do that and let you have the information, if you would care to have it. 

Mr. Knox. I would certainly appreciate it if you would do so; and 
also, if the fur farmer does not have sufficient protection today, I 
would like to have your comments as to possibly what steps could be 
taken immediately to protect that particular industry of the fur 
farming area. 

Secretary Benson. We will be happy to get in touch with you. 

Mr. Knox. Thank you, Mr. Secretary. 

(The information referred to follows:) 

There are no import duties on raw undressed furs with the exception of silver 
or black fox fur or skins, which carries a duty of 37% cents ad valorem. Dressed 
furs and manufacturers of furs, however, carry a duty ranging from 10 to 37% 
percent ad valorem depending upon type. 

The present rates represent a reduction of from 25 to 50 percent of the 1930 
rate as a result of concessions made under the Reciprocal Trade Agreement Act 
Imports from U. 8. 8. R., or from any part of China under Communist domina 
tion, are now prohibited under the Trade Agreement Extension Act of 1951 

The CHarrMan. I just want to make a little con ment. I was over 
in Europe in 1948, and I was in Holland. I guess some of you have 
been there, too. 

Secretary Benson. I spent the year 1946 in Europe and spent 
probably a month or so in Holland. 

The Cratrman. Holland depends largely on her exports for her 
dairy business, does she not? 

Secretary Benson. Yes: she is one of the rather large exporters of 
dairy products. 

The Cuatrman. As I said earlier, I come from a dairy district. 

Secretary Benson. New York State is one of our big dairy States. 

The Cuarrman. I am interested in that branch of the industry. I 
visited one of the farms in Holland, and a very fine young couple 
had taken over the father’s farm; it had been developed, and I went 
into the stable, and it was immaculately clean. They had a design of 
a rug on the stable floor worked in sawdust, a very artistic affair. I 
had had dairy cattle on my own farm, and I could picture the stable 
at home, and then I pictured this stable, because they had lace cur 
tains on the windows for the cattle. Right back of the cattle was an 
inset in which there was a fine rug, and there again they had lace 
curtains. The man stayed there all night to look after the cattle in 
case they were ill. 

They had a convertible butter and cheese factory which was immac- 
ulate. I wonder if, in our country, we could get to the point of having 
lace curtains in the dairy barns and work these designs on the floor. 

Secretary Benson. I am not sure lace curtains will contribute to 
the total production of the cow, but if so we will probably resort to 
their use. 

In Europe they live close to their cattle, as you know. 

The Cuatrman. Holland is a wonderful country, as are her people. 

Secretary Benson. The Minister of Agriculture in Holland is in 
the city now. He has been with us and visited with us in the Depart- 
ment. We were very pleasantly surprised to learn from him how well 
acquainted he was with our own agriculture industry here. 
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The CuHarrman. They are wonderful people, and wonderful stu- 
dents. They have developed their vocational schools for cheese and 
buttermaking and all the other dairy products to a very high standard. 

Mr. Secretary, we are certainly delighted that you could come here, 
and I think you have given us a wonderful presentation, a great deal 
of information, and I am sure we will all feel great confidence, in 
turning to you and your fine experts you have brought here today, 
whenever we find ourselves in trouble in agriculture. 

Secretary Benson. Thank you, Mr. Chairman. We stand ready to 
be helpful any time. 

The Cuarrman. The committee stands adjourned until 10 o’clock 
tomorrow morning. 

(At 4 p. m., the committee recessed until 10 a. m., Thursday, May 7, 
1953. ) 
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THURSDAY, MAY 7, 1953 


House or RePreseNnTATIVES, 
CoMMITTEE ON WAYs AND MEANS, 
Washington, D. C. 

The committee met, pursuant to recess, at 10 a. m., in room 1102, 
House Office Building, Hon. Daniel A. Reed, chairman, presiding. 

The CHatrman. The committee will come to order. 

The hearing will be resumed on H. R. 4294. This morning, we will 
hear testimony from persons interested in section 8 of the bill, which 
has as its purpose the amendment of section 22 of the Agricultural 
Adjustment Act, as amended. 

The first witness will be a distinguished member of the House Agri- 
cultural Committee, Hon. August Andresen, of Minnesota. 

You are well known to the members of this committee and we are 
honored to have you here. If you will give your full name for the 
record, and the capacity in which you appear, we shall be delighted to 
hear from you. 


STATEMENT OF HON. AUGUST H. ANDRESEN, A REPRESENTATIVE 
IN CONGRESS FROM THE STATE OF MINNESOTA 


Mr. AnpresEN. Thank you very much, Mr. Chairman. 

My name is August H. Andresen, representing the First District of 
Minnesota. 

Mr. Chairman, I appreciate the opportunity of appearing before 
your committee. I do not have a prepared statement, so I will speak 
to you orally with your permission. ‘The reason that I did not havea 
prepared statement is due to the fact that somebody might accuse me of 
reading a statement prepared by some other persons. I believe I can 
talk with experience, having been a member of the Committee on Agri- 
culture for over 26 years. 

Mr. Chairman, I favor a healthy foreign trade, but I definitely feel 
that legislation is necessary to prevent the dumping upon the American 
market of competitive articles or commodities of which we produce a 
domestic surplus, especially so with agricultural commodities which 
come under the Government’s support program. 

The present tariff laws mean very little in protecting American 
producers. I find upon investigation that nearly every country in the 
world has exchange restrictions, licenses are 1 ‘equired, and in most in- 
stances imports are not permitted to come into any of those foreign 
countries if they produce enough themselves to take care of their own 
needs. 
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I think this publication, which is published by the International 
Monetary Fund, would be of interest to your committee. It deals 
with exchange restrictions in the countries of the world who are seek- 
ing to send their commodities into the United States because of the 
higher price level in this country. 

The Cuarrman, Is there some part of that that you would like to 
extend in the record ? 

Mr. AnpreEsEN. I think it would make the record too voluminous, Mr. 
Chairman. 

The Cuarrman. When testimony is offered in that form, the mem- 
bers of the committee rarely have an opportunity later to read it. 

Mr. Anpresen. Undoubtedly the committee is aware of that, and 
therefore I have not attempted to break it down, because the volume 
covers over 2UU pages. 

The Cuarman. I know how valuable anything you offer will be to 
the committee. If you wish the privilege of inserting in the record 
excerpts from that book, it will be received for that purpose, subject to 
objection by any member of the committee. 

Mr. AnbrEsEN. I would like that privilege, and I would also like the 
privilege of revising my remarks before the record is printed. 

The CHarrMan. Without objection, it is so ordered. 

(The information is as follows :) 


IMporT RESTRICTIONS OF SPECIFIED Datry ExporRTING AND IMPORTING COUNTRIES * 


(Prepared by the National Milk Producers Federation) 

Australia 

“Nature of restrictive system.—Restrictions are exercised through licenses 
required for imports from all countries and through licenses required for non- 
trade payments; exchange is granted for imports and nontrade payments author- 
ized by these licenses. Foreign exchange from exports must be surrendered. 
bixchange receipts trom invisibles and capital in United States dollars, or Cana- 
dian doilars in banknote or check form, must be surrendered. Practically all 
exports require licenses.” 

(linports not restricted from soft-currency countries, but are restricted from 
dollar countries to those which are essential and unobtainable from sterling 
areas.) ~ 


Denmark 


“Nature of restrictive system.—Restrictions are exercised through licenses 
required for imports and through licenses required for nontrade payments; ex- 
change is granted for imports and nontrade payments authorized by these licenses. 
Restrictions are also exercised through advance deposit requirements attached 
to certain imports. Foreign exchange must be surrendered, Certain exports 
require licenses.” 

(Dairy products imported under license, except cheese from European coun- 
tries.) * 

France 


“Nature of restrictive system.—Restrictions are exercised through licenses 
required for some imports from certain countries and for most imports from 
all other countries, and through licenses required for nontrade payments; 
exchange is granted for imports and nontrade payments authorized by these 
licenses. Foreign exchange derived from exports and invisibles in currencies 
quoted in the official markets, with certain exceptions, must be sold in those 
inarkets. Some exports require licenses.” , 

(Import licenses are required for foreign dairy produce. Imports are normally 
stored upon entering country and released by order of Ministry of Agriculture. 
Price of imported butter and some cheeses are fixed on a basis of similar French 





1 Third Annual Report, Exchange Restrictions. Int. Monetary Fund, 1952. 
* Foreign Agriculture Service, U. S. Department of Agriculture. 











TRADE AGREEMENTS EXTENSION ACT OF 1953 759 


produce and importers are obliged to pay the difference between the fixed and cost 
price.) ? 
Italy 

“Nature of restrictive system.—Restrictions are exercised through licenses re 
quired for a few imports from certain countries and for most imports from all 
ther countries, and through licenses required for nontrade payments; exchange 
is granted for imports and nontrade payments authorized by these licenses. For 
eign exchange in United States and Canadian dollars must be 50 percent surren- 
dered ; the remaining 50 percent must be used by holders for authorized payments 
or sold on the free market. Foreign exchange in other currencies must be entirely 
surrendered. Many exports require licenses.” 

(Imports from Europe are not subject to licenses but are subject to duties. 
Imports from other countries subject to both.)* 


Netherlands 
s 


“Nature of restrictive system.—Restrictions are exercised through licenses 
required for most imports and through licenses required for nontrade payments; 
exchange is granted for imports and nontrade payments authorized by these 
licenses. Foreign exchange, with certain exceptions, must be surrendered 
Exports require licenses.” 

(Imports are subject to import licenses except from Belgium and Luxembourg. 
Same for duties. )? 

Norway 

“Nature of restrictive system.—Restrictions are exercised through licenses 
required for some imports from certain countries and for most imports from all 
other countries, and through licenses required for nontrade payments to certain 
countries ; exchange is granted for imports and nontrade payments authorized 
by these licenses. Foreign exchange must be surrendered. Exports require 
licenses.” 

Siveden 


“ 


Nature of restrictive system.—Restrictions are exercised through import pro- 
hibitions, licenses being required for some imports from certain countries and 
most imports from all other countries, and through licenses required for non 
trade payments; exchange is granted for imports and nontrade payments author- 
ized by these licenses. Foreign exchange from certain countries or in certain 
currencies must be surrendered. Other exchange receipts must be transferred 
to Sweden. Certain exports require licenses.” 

(Domestic market is isolated from foreign market by quantitative restrictions 
(import licenses) and tariff duties.)? 


United Kingdom 

“Nature of restrictive system.—Restrictions are exercised through licenses 
required for almost all imports from certain countries and for some imports 
from other countries, and through licenses required for nontrade payments to 
outside the sterling area; exchange is granted for imports and nontrade pay- 
ments authorized by these licenses. Foreign exchange in certain currencies must 
be surrendered. Certain exports require licenses.” 

(There is complete Government control of imports of dairy produce except 
unrationed cheese. Long-term government to government contracts with Aus- 
tralia, New Zealand, and Denmark at fairly low prices. Purchases on the open 
market are restricted in line with balance of payments position. This considera 
tion is particularly restrictive to imports from dollar source. )* 


Argentina 

“Nature of restrictive system.—Restrictions are exercised through licenses re- 
quired for all imports, individual import quotas for some goods, licenses for 
nontrade payments, and through a multiple currency practice resulting from the 
use of a basic, a preferential, and a free-market rate. Exchange proceeds of 
exports must be surrendered. A multiple currency practice results on the buying 
side from the use of three buying rates, including a free-market rate. Some 
exports are controlled taking into account the requirements of the internal 
market.” 


? Foreign Agriculture Service, U. 8. Department of Agriculture. 
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Germany (Federal Republic of) 

“Nature of restrictive system.—Restrictions are exercised through import prohi- 
bitions and licenses required for most imports, and through licenses required for 
nontrade payments; exchange is granted for imports and nontrade payments 
authorized by these licenses. Foreign exchange, with certain exceptions, must 
be surrendered. Certain exports require licenses.” 

(German imports of most dairy products must conform with quotas fixed by 
trade agreements, in accordance with the market situation and requirements. )-° 


New Zealand 


“Nature of restrictive system.—Restrictions are exercised through licenses re- 
quired for almost all imports from certain countries and for some imports from 
all other countries, and through licenses required for nontrade payments; ex- 
change is granted for imports and nontrade payments authorized by these licen- 
ses, ign exchange derived from exports must be surrendered. Foreign 
exchange, other than sterling area currencies, derived from invisibles and capital 
nrust be surrendered or declared to the exchange control authorities. Practically 
all exports require licenses,” 

(Imports not restricted from soft currency countries, but are restricted from 
dollar countries to those which are essential and unobtainable from sterling 
areas. ) 





Switzerland 

“Exchange payments, imports.—Imports from countries with which Switzer- 
land has payments or clearing agreements and certain imports from EPU 
countries and their associated territories “ require import licenses, Exchange is 
automatically granted at fixed or agreed rates for authorized imports from 
those countries but payment must be effected through an appropriate account. 
Payments for imports from countries with which Switzerland has no payments 
agreement can be freely effected.” 

(Imports and exports are regulated to assure the best possible guarantee of 
price of milk.) * 

Canada 

(No quantitative restrictions singe August 1, 1951, Agriculture Board has been 
sole importer of butter.) * 

Mr. ANpresen. Manipulation of foreign exchanges has virtually 
rendered our low tariff duties ineffective. 

In 1949, at the suggestion of the Truman administration in Wash- 
ington, it was suggested that the foreign countries devalue their 
currencies 30 percent. That really placed the United States upon a 
free-trade basis. So I maintain that in order to have effective pro- 
tection for American producers in any product, we must proceed on 
the theory of quotas on imports. Otherwise this country will be used 
as a dumping ground for commodities produced in other countries. 

Phat is particularly true of agricultural commodities, like dairy 
products, fats and oils, and the commodities coming under the sup- 
port program. 

There is a quota on wheat of 800,000 bushels that was placed into 
effect some years ago, and not more than 800,000 bushels can come into 
the country. There has been very little, if any, criticism against 
fixing a quota on wheat. Some other quotas were established several 
years ago. But the main criticism that we have today seems to come 
from foreign producers who are engaged in the production of dairy 
products. 


2 Foreign Agriculture Service, U. S. Department of Agriculture. 


These countries are listed as follows: Austria, Belgium, Denmark, France, Greece, 
Italy, Luxembourg, Netherlands, Norway, Portugal, Sweden, Trieste, Turkey, Western 
Germany, their overseas territories, and all territories of the sterling area. 


* Foreign Agriculture Service, U. S. Department of Agriculture 
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Daily products are under the support program with a domestic 
price level that is from 15 to 25 cents a pound higher in this country 
than it is in the foreign countries, which naturally attracts the 
products from foreign countries, into the United States, because they 
can get more money for them. If it were not for the support program, 
we would find the price of dairy products in the domestic market pos- 
sibly down to the world price. That would demoralize the dairy 
industry in this country. It would also demoralize the fats and oils 
industry, and it would leave a chaotic situation at a time when our 
farmers are in a squeeze because of falling prices and the high prices 
that the farmers have to pay for the things that they buy. 

[ would like to cite just a few illustrations, Mr. Chaiman, on price 
levels. In the case of butter, which these foreign producers want to 
ship into the United States, the world price on butter from New 
Zealand is around 39 cents a pound. The support price in this country 
s 6534 cents a pound. There is a difference there of more than 25 
cents a pound on butter. Butter can be laid down here under the 
reduced duty of 7 cents a pound with transportation paid from New 
Zealand and Australia at less than 45 cents a pound. So there is an 
advantage of 20 cents a pound in selling that butter in the Ameri 
market. 

If foreign butter is allowed to come into this country, we will see 
the Government of the United States purchasing hundreds of millions 
of pounds of butter produced in this country at support prices of 
6534 cents a pound, which is — prevailing price in the market, and 
imported butter taking over the domestic market. 

We all know what that means to the greatest basic industry that 

have in American agriculture. There are more than 3 million 
\merican farm families who secure a large part of their livelihood 
from dairying. It is our principal industry. 

The dairy industry supplies ap proximately 18 percent of the diet 
of the American people. Not only does it supply these dairy produc ts 
to the people, but it supplies also 40 percent or better of the meat 
that the American peop le eat. 

As you know, Mr. Chairman, most of these dairy farms are family- 
size farms, where dairying is the main business. The feed that is 
produced on the farm is fed to the dairy cows and other livestock 
on the farm, and the farmer must get his income from the sale of 
those perishable commodities. 

Our Committee on Agriculture created a special subcommittee, 
called the Committee To Investigate the Dairy Situation in This 
Country, because of the depressed situation that we had found, and 
because of the desire of the administration to come up with a new 
program for the handling of dairy products, in lieu of the present 
support program. Our committee has held extensive hearings on the 
need for import controls on dairy products, fats and oils, and the 
other commodities covered in section 104 of the Defense Production 
Act. All of the witnesses before our committee, with one exception, 
were of the unanimous opinion that it would be necessary to maintain 
import controls for dairy products. The only witness who appeared 
before our committee who was not in agreement was an importer, or a 
man representing the import associations, who of course wanted un- 
limited quantities of dairy products and fats and oils to come into the 
United States. 
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The committee has directed me to recommend the continuance of 
section 104 of the Defense Production Act, which properly belongs 
before this committee. Section 104 was passed in 1951 as a part of the 
Defense Production Act. They have requested me to have this in- 
cluded in whatever bill is reported by this committee to extend the 
Reciprocal Trade Act. 

I want to give you a few moments of history about the need for 
section 104. 

In the spring of 1951, Secretary Brannan advised me and others 
that he no longer intended to continue the embargo on butter imports. 
There has been an embargo on imports of butter since 1942 under the 
provisions of section 101 of the Second War Powers Act. When Sec- 
retary Brannan advised me that they would permit unlimited imports 
of butter to come int» the United States after June 30 of 1951, I 
recognized, and so did the members of the dairy industry, that some- 
thing had to be done to continue import controls and the embargo on 
butter. Therefore, we wrote and presented to the Banking and Cur- 
rency Committee section 104 which gave the Secretary of Agriculture 
and the President the authority to continue import controls if the 
Secretary found that imports of dairy products would jeopardize 
domestic production, would interfere with normal marketing and 
storing of dairy products, or would be a burden upon the support 
program. 

The Secretary of Agriculture did order an embargo on butter after 
that bill was passed, and as a part of the Defense Production Act, he 
fixed a quota on imports of cheese on which we had so much 
controversy. 

The reason I included cheese in section 104 was due to the fact that 
certain countries were beginning to dump their cheese upon the 
American market at prices ‘from 10 to i5 cents a pound below the cost 
of production in this country. 

The Secretary fixed the quotas. I thought some of them were too 
large. Nevertheless, quotas went into operation. But in spite of the 
quotas, we find that these foreign countries have shipped in just about 
as much cheese under the quotas as they did prior to the enactment 
of the quotas. 

Mr. Curtis of Nebraska. Why was that Mr. Andresen ? 

Mr. Anpresen. Primarily maladministration of section 104. The 
quotas were fixed at too large a figure. In the renewal of this section 
104, which was approved last June, a clause was added, permitting 
15 percent increase in the quotas as fixed under the 1951 section. 
Instead of distributing that extra 15 percent to adjust inequities, 
Secretary Brannan increased all the quotas by 15 percent. That 
became the established quota which increased the imports. 

Prior to the enactment of section 104, the imports on cheese in 
1945, which was during the war, only amounted to 8,300,000 pounds. 
In 1950, the imports were around 56 million pounds. In 1951—the 
quotas went into operation on August 8, 1951, after section 104 was 
passed—the shipments amounted to over 52 million pounds. 

That does not seem to be a very large amount of cheese compared 
with the total production in this country, but the types of cheese that 

came into the country were types that competed with specialty 
cheeses here in the United States, like blue and Cheddar cheese. 
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Since November 1, 1952, the Government up to this time under the 
support program has purchased over 105 million pounds of cheese 
under the support program to maintain the cheese price in this coun 
try. I might also advise the committee that since November 28, 1952 
the Government purchased up to yesterday 173 million pounds of 
butter under the support program. The price of butter went down 
to the support price on November 28 of last year. One reason why 
butter declined to the support price level which required the Govern 
ment to buy under the support program was due to the shift in pro 
duction in certain foreign countries where they placed their milk 

into whole milk powder, which contains butterfat, for export to the 
United States. 

In 1950, the imports of whole milk powder amounted to only 24,000 
pounds. In 1952, the imports of whole milk powder had risen to 
37 million pounds. That brought about a depression in the price of 
butter because the bakers, the candy makers, and the ice ceam makers 
ae this imported whole milk powder to prepare their products in 

ieu of butterfat produced in this country. 

Mr. Jenkins. About what proportion of this amount that you say 
the Government had to buy under the support program has been 
distributed? Is there a program of distribution ? 

Mr. AnpreseN. Of the support price, you mean / 

Mr. Jenkins. What they take in. 

Mr. Anpresen. At the present time there is an embargo on butter 
which is proposed to be lifted when section 104 expires on June 30, 
1953. 

The Cuatrman. With respect to the question that Congressman 
Jenkins asked as to what they are doing with the accumulation of 
butter, is it becoming rancid or what is happening to it? 

Mr. Anpresen. I am informed that approximately 50 million 
pounds has been given to the school-lunch program. On March 26, 
I began negotiation with the Army to take over at least 50 million 
pounds of surplus butter which the Government had paid for, and 
use that for the feeding of American soldiers who are now required 
to eat aleomargarine. The Army agreed to do that. It was only 
earlier this week that it was announced that they would begin taking 
over butter that had accumulated in Government hands. 

The Department of Agriculture has the right to turn that butter 
over without any cost to any other governmental agency. They can 
do that without any repayment whatsoever. They got together on 
an agreement to turn the butter over at 15 cents a pound, so that the 
Army will reimburse the Commodity Credit Corporation at the rate 
of 15 cents a pound for the butter they take over. 

The Cuamman. And the purchase price was 65 cents. 

Mr. AnpreseNn. For most of it they paid 6734 cents a pound. The 
support price now has been reduced to 6534 cents a pound. It was my 
opinion when I talked to these men from the Army that rather than 
let the butter spoil we had better feed it when it was good to our boys 
in the service who are now required to eat oleomargarine in lieu of 
butter. 

Mr. Chairman, the President and all of his Cabinet members have 
appeared—or most of them—before your committee asking for a 
continuation of the Reciprocal Trade Act for 1 year, for the purpose 
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of having further study about our foreign trade problems. A com- 
mittee will no doubt be appointed, and I hope the members of the Ways 
and Means Committee will pass on this, because your committee under 
the Constitution, and under the law, is the one to initiate legislation 
with respect to the matter of foreign trade. 

The CHarrman. Up to this time, it looks as though the Foreign 
Affairs Committee would make a study of the matter. 

Mr. AnpreseNn. I would make a point of order on that one. I am 
urging that this section 104 be included in the Reciprocal Trade Ex- 
tension Act, whether it be Mr. Simpson’s bill or any other bill coming 
out of this committee. 

I do this under instructions of our oe ial Committee to Investigate 
the Dairy Situation. I do it for other reasons as well, which I will 
outline to you. 

There is a 90 percent support price under dairy products. That 
was announced a few weeks ago by the Secretary of Agriculture to 
continue for 1 year, until April 1, 1954. During this year period, the 
Government will be required to buy all surplus domestic butter that is 
offered tothem at the price of 6534 cents a pound. 

The Secretary of Agriculture is also making a study of the dairy 
situation with the hope that he and a committee that he has appoil nted 
will come up with a new program that will take care of the dairy 
industry. The Secretary of Agriculture has appointed a committee 
of 95 men from the industry to study the dairy situation, and our com- 
mittee is cooperating with that committee in order to come up with a 
new program. That is comparable to what the President proposes 
under the Reciprocal Trade Act extension. 

Our Committee on Agriculture is giving study to this problem. 
This special committee selected by the Secretary of Agriculture is 
working with the industry, and has appointed this special committee 
of 95, and another committee of 20 to formulate a new program for 
the dairy industry. 

So I believe when I ask you, in view of the circumstances, that if the 
committee here dsdines to save the Government and the taxpayers 
hundreds of millions of dollars under the support program, we had 
better continue section 104 during this study and discussion stage 
while a new program is being shaped for American agriculture, and 
particularly the dairy industry. Section 104 reads as follows: 

Sec. 104. Import controls of fats and oils (including oil-bearing materials, fatty 
acids, and soap and soap powder, but excluding petroleum and petroleum products 
and coconuts and coconut products), peanuts, butter, cheese, and other dairy 
products, and rice and rice products are necessary for the protection of the 
essential security interests and economy of the United States in the existing 
emergency in international relations, and imports into the United States of any 
such commodity or product, by types or varieties, shall be limited to such quanti- 
ties as the Secretary of Agriculture finds would not (a) impair or reduce the 
domestie production of any such commodity or product below present production 
levels, or below such higher levels as the Secretary of Agriculture may deem 
necessary in view of domestic and international conditions, or (b) interfere with 
the orderly domestic storing and marketing of any such commodity or product, 
or (c) result in any unnecessary burden or expenditures under any Government 
price support program: Provided, however, That the Secretary of Agriculture 
after establishing import limitations, may permit additional imports of each type 
and variety of the commodities specified in this section, not to exceed 15 per 
centum of the import limitation with respect to each type and variety which he 
may deem necessary, taking into consideration the broad effects upon interna- 
tional relationships and trade. The President shall exercise the authority and 
powers conferred by this section. 
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Secondly, I am urging the committee to amend section 8 of the 
Reciprocal Trade Act. I have placed before you a copy of my aoe 
posed amendment to section 8 (a) of the Tr: ide Agreements Act, it 
would be an amendment to section 7 of H. R. 4294. This ame ane nt, 
if I have your permission, I would like to read: 


Sec. 7. (a) Subsection (a) of section 8 of the Trade Agreements Extension Act 
of 1951 is hereby amended to read as follows: 


“Sec. 8 (a) In any case where the Secretary of Agriculture determines and 
reports to the President and to the Tariff Commission with regard to any agri- 
cultural commodity or products thereof, a condition exists or is practically certain 
to occur, requiring emergency treatment on account of imports of any agricul 
tural commodity or products thereof, the Tariff Commission shall make an im 
mediate investigation under the provisions of section 22 of the Agricultural 
Adjustment Act, as amended, or under the provisions of section 7 of this Act to 
determine the facts and make recommendations to the President for such relief 
under those provisions as may be appropriate in the emergency. The President, 
on recommendation of the Secretary of Agriculture, shall take immediate action, 
however, without awaiting the recommendations of the Tariff Commission if 
in his judgment the emergency requires such action. In any case the report and 
findings of the Tariff Commission and the decision of the President shall be made 
at the earliest possible date and in any event not more than 25 calendar days 
in the case of any perishable agricultural commodity or products thereof, includ 
ing milk and all products of milk, and 60 days in the case of any other agricul 
tural commodity or products thereof after the submission of the case to the 
Tariff Commission.’ 


This is the new part of the amendment: 


In the exercise of the authority conferred in this section, full consideratio 
shall be given to (1) domestic production and consumption requirements, (2) the 
impact of imports of any agricultural commodity or products thereof on (a) 
nermal marketing and storing of domestic products, (b) on any Government 
support or other program or (c) on the Government objective of achieving full 
parity prices for domestic agricultural commodities or products thereof in the 
market place: Provided, That notwithstanding the provisions of section 22 of 
the Agricultural Adjustment Act, as amend ¢, or any other law, the President, 
upon the recommendation of the Secretary of riculture, may (1) order further 
limitation on the quantity of imports of any such agricultural commodity or 
products thereof, or total suspension of imports of any agricultural commodity 
or products thereof, to meet the emergency situation and (2) proclaim the con 
tinuance of the emergency action, herein authorized, as long as the emergency 
continues to exist: Provided further, That any interested party may file an appli 
cation for investigation, with respect to any agricultural commodity or any 
products thereof, under section 7 of the Trade Agreements Extension Act of 
1951 or under section 22 of the Agricultural Adjustment Act, directly with the 
Tariff Commission and upon the filing of such application the Tariff Commission 
shall conduct an investigation and report its findings to the President within 25 
days in the case of any perishable agricultural commodity or any products thereof 
or within 60 days in the case of any other agricultural commodity or any products 
thereof. 


The last proviso, Mr. Chairman, gives any individual who is con 
cerned or interested an opportunity to present a petition to the Tariff 
Commission which is not provided in section 22 or in any provision of 
the Reciprocal Trade Act. 

This amendment seeks to spell out a program which still leaves 
discretionary authority in the hands of the Secretary, but it points 
the way to what is needed in this country and what the Secretary 
should follow in order to make a proper recommendation to the Presi 
dent with reference to the emergency that may exist. 

I might say, Mr. Chairman, that whenever the Government finds it 
necessary to buy commodities under the support program, I consider 
that an emergency. because I do not want the Government in business 
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at all for any commodity, whether it be perishable products, like dairy 
products, or basic commodities. I want these commodities to flow 
through normal channels of trade into the American market without 
any dumping process from foreign production to depress the price in 
this country down to the support price. 

So I would like to make it very clear that when the Government is 
forced to buy these perishable commodities, dairy products in par- 
ticular, under the su pport program, I consider that this language 
creates the emergen cy that I feel exists. I trust that this committee 
will be in a position to include this proposal with section 104 as a part 
of the Reciprocal Trade Extension Act 

Now, Mr. Chairman, I am also working on another proposal to 

mend section 22 to conform with the provisions of the amendment 
th it I have just offered to section 8 (a) of the act. I will submit that 
to you.and to the members of the committee within a few days. That 
is really a perfecting amendment. 

Mr. Anpresen. At the present time, Mr. Chairman, the Commodity 
Credit Corporation owns over $3 billion worth of commodities under 
the support program. That goes all the way from tung oil and pea- 
nuts, tobacco, butter, cheese, whole milk powder, cotton, wheat, corn. 

Mr. Curtis of Nebraska. Would it be difficult for you, Mr. An- 
dresen, to supply for the record a list of the major products that make 
up this figure? I do not mean the exact dollar amounts, but the major 
ones. 

Mr. Anprersen. I will attempt to get those figures and include them 
as a part of my remarks. 

(The information is as follows:) 
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Commodity Credit investment in agricultural commodities (Mar. 31, 19538)* 
















































[All figures in thousands] 


Commodity and status Unit Quantity Value Percent 
W heat 
Loans Bushel 348, O52 $805, 706 
Inventory do 119, 438 321), 505 
Total do 488, 390 1, 126, 211 
Corn 
Loans do 254, 952 99, IRF 
Inventory do 261, 108 419, 877 
Total do 516, 060 819, 062 9 
Cotton: ¢ 
Loans c ( 229. 204 
Inventory = 3 224, 189 
Total 513, 393 16.0 
Tobacco 
Loans Pound 510, 766 226, 231 
Inventory do 4,317 1, 210 
Total do 515, O83 227, 441 
Milk products 
Loans 
Inventory. 4 100. 757 
Total 100. 757 
W ool 
Loans Pound 3, 007 56, 792 
Inventory do 11, 376 9, 840 
° Total do 104, 383 66, 632 l 
Linseed oil 
Loans 
Inventory 5 Pound 489, 631 141, 385 
Total _..do 489. 631 141. 385 4.4 
All others 
Loans a 125, 018 
Inventory ‘ 79, 729 
Total ates 204, 747 6.4 
Grand total he ’, 199, 628 100.0 
Loans -” 1, 902, 136 59.4 
Inventory a 1, 297, 492 10.6 
Latest available official data. 
2 Includes 2.1 million bales cotton; 538.2 million pounds cottonseed oil; 335.3 million pounds cotto it 


499.9 million pounds cottonseed meal 

3 Includes approximately 260.5 million pounds 1952 cottonseed oil which CCC is obligated to purcha 
from refiners 

4 Includes 94.6 million pounds butter; 38.7 
solids 

5 Includes 300 million pounds linseed oi) held for account of the Secretary of Agriculture pursuant to 
sec. 304 of the Defense Production Act of 1950, 


million pounds cheese; 123.2 million pounds nonfat dry milk 


Mr. ANnpresen. I might say the amount invested in dairy products 
is very small when you compare the amount of Government money 
in cotton, wheat, corn, and tobacco. Those are the principal items 
upon which most of the money has been spent. 

Mr. Jenxrns. How long has the Commodity Credit Corporation 
been operating, about 10 years? 

Mr. Awnpresen. The Commodity Credit Corporation went into 
operation in the thirties. It was one of those emergency measures 
to begin with. 

Mr. Jenkins. It has been a very good institution, but has its cost 
been substantial ? 
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Mr. Anpresen. No, it really has not cost so much money, if you 
consider that all of the commodities that have been given away the 
Commodity Credit Corporation has been reimbursed from appropria- 
tions made by Congress. I will cite just 2 or 3 of those items which 
are included in exports from this country. 

Under the Marshall plan, Congress appropriated and the Govern- 


ment spent $1,600,000,000 to get rid of our wheat. They spent $1,- 
200,000,000 to get rid of our cotton. They spent $42 50 million to get 
rid of surplus tobacco in this country. Those were giveaway pro- 


grams. They spent a considerable amount in giving away our dairy 
products, not only under lend-lease, but also under the ECA pro- 
gram. The countries that received these gifts from us under the 
ECA program, including dairy products, are the countries now that 
have been rehabilitated with an expenditure of some 35 or 40 billion 
dollars from this country to produce not only manufactured goods, 
but also dairy products for shipment into this country. 

With the price maintained under the support program for agri- 
cultural products, naturally this is the attractive market with a de- 
mand to ship them all into this country. 

I will place as much information as I can 
all of these items 

The Cuarman. Without objection that may be done. 

Mr. Curris of Nebraska. When the Government spent so many 
millions and millions of dollars, you say, to give away a certain prod- 
uct, that was part of the budget of the foreign-aid program, was it 
not ¢ P 

Mr. Anpresen. That was under the so-called Marshall plan foreign 
aid progr: um. As you will recollect, the theory under the Marshall 
plan we had to do something to feed hungry people or they would turn 
Communist. I happened to be a member of the Herter committee. 
As chairman of the Committee on Food and Agriculture, I visited 
nearly all the countrie ‘s that were to receive aid under the Marshall 
plan. With the exception of Germany, I did not find outstanding 
hunger as we were led to believe existed at that time, but there were 
hungry people, and I recognized that the hungry people would be sus- 
ceptible to Communist influence. So when I came back from that trip, 
[ offered an amendment to the Marshall plan, stating that two-thirds 
of the food we sent over there should be fed to hungry people through 
the Red Cross and church and charitable organizations, to stop them 
from becoming Communists. 

I was defeated on that amendment because we learned at that time 
the administration did not intend to feed hungry people. So the 
food we gave in the figures that I have mentioned was given to the 
governments of the respective countries, and the governments sold 
those items of food, wheat, bread, and tobacco and dairy products, 
to the people who had money to pay for them. The hungry peeple 
did not have the money and consequently they still went hungry and 
we still have the threat of communism in many parts of the world that 

e had previously. 

ae Jenkins. In that connection, the Commodity Credit Corpora- 
tion very seldom sells any of its commodities in the market? 

Mr. Anpresen. In the domestic market? 

Mr. Jennkins. Yes. 

Mr. Anpresen. I can point that out. I cannot give you the exact 
figures but I will be glad to put them in the record. 


ret into the record on 
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The CHarrMan. Without objection, it is so ordered. 
(The information is as follows:) 


Purchase and disposal of butter under the dairy price support program, Januar 


y 
1949 through December 1951 


Million 


pounds Percent 





Purchases 
| 1949—Grade A, 62 cents per pound; grade B, 60 cents per pound 114.3 47.1 
1950—Grade A, 60 cents per pound; grade B, 58 cents per pound 127.9 52.8 
51—Grade A, 66 cents per pound; grade B, 64 cents per pound 2 1 
j Total purchases 242. 4 00.0 
Sales to 
Domestic trade 142.6 10 
Domestic school lunch and sec. 32 outlets 19.2 7.9 
Italian Government 5 2 
Total sales 167 ) 
Donations 
yomestie distribution 6.4 é 
Foreign distribution 
Israel 18.8 
Yugosl 1a ll 
Grerman y 4 
Ita 4 
Fra e 
I te 
Other it pecified 
Total foreign distrib ) ) 
otal donations , 8 
lotal sales and donation 241.6 0.0 
1 Appr is of butter were purchased prior to July 2 ’ er 
grade A vrade B 
2Ni ory Diiferer irchase and posals due tract ‘ 
ance I htly great 1 qua t 





Purchase and disposal of Cheddar cheese under the dairy price support program, 
January 1949 through December 1951 


Percent 





Purchases 
1949—Grade A 3134 cents per pound 26 8.8 


1950—Grade A 31 cents per pound 








109. 0 RO), f 
1951—Grade A 26 cents per pound g 
Total purchases | 
Sales to 
Domestic trade 33. 24.8 
U.N. children’s fund 13.5 10.0 
United Kingdom 55 40. 7 
EC A—Greece { ) 
rotal sales 10 8 
Ti 
ition 
on 
Israel 4.4 
Germany 3.2 
France ; 
Greece 
Italy l 
Al la 1 
Ot 
Total foreign distribution . 


r ld ti 
rotal donations 


Total sales and donations 
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Mr. Anpresen. Prior to the enactment of section 104, the Govern 
ment had purchased 242 million pounds of butter in this country 
under the support program. Most of that was sold back into the 
domestic trade. A very substantial portion, probably around 30 mil 
lion pounds, I will have the accurate figures for you, went to the schoo! 
lunch program. In the fall of 1948, a substantial amount of butter 
was distributed for relief purposes in Illinois and some of the other 
States, in the month of October and the first part of November. That 
was in 1948. But there was a balance of 37 million pounds of butter 
which was sent to foreign countries as a gift. 

I will just enumerate the countries that received it, because there 
were undoubtedly many asking for it. One-half of the butter and 
a very substantial portion of cheese was given to Israel. There were 
19 million pounds of butter that went there. Yugoslavia got 11 mil- 
lion pounds of that butter. The balance of that 37 million was dis- 
tributed in smaller quantities up to a million or two million pounds 
to other countries. 

Of the surplus cheese that we had, the British bought in 1951 and 
1952 cheddar cheese for around 15 cents a pound. I am not certain 
whether that 15 cents a pound came out of the ECA money or not. 
I have not been able to find out. Our Government purchased that 
cheese at around 33 cents a pound, and sold it to the British at 15 
cents a pound when the market in this country was around 45 cents 
a pound at retailers. I wanted them to sell that cheese back into the 
domestic market, but I could not get Mr. Brannan to agree to that 
proposition. 

I think there are certain places we can use that surplus butter and 
cheese in this country, and also to take care of our needs among the 
people who are on relief and school lunches, that is, the American 
people who lack dollars to buy the necessities of life. I have heard 
about fhat and so have you, people living on pensions and old age 
security who do not receive enough to maintain a decent standard of 
living. 

I would like to recommend to the committee a reading of certain 
documents. You probably heard about the Bell report. That is a ver Vv 
interesting document. President Truman appointed the Bell Com- 
mittee. It is so astounding and amazing to me that I cannot believe 
a group of Americans would come out with a program which would 
recommend unlimited imports into the United States of all types of 
commodities. If anyone is thrown out of work in this country that 
they shall be put under high social-security payments; that the Gov- 
ernment is to move people from one area to another to find work for 
them if they are displaced because of imports in industry or in agri- 
culture. That is a very voluminous document that I hope the Amer- 
ican people have a chance to read. 

I also want to comment for a moment on Mr. Ford’s much publi 
cized statement of free trade for this country, at least for automobiles. 
He has recommended the elimination of the 10 percent duties, as I 
understand it, on imports of automobiles, and generally freer trade. 
| heard him over the TV the other night, and he did not want abso- 
lutely the removal of all tariffs. So apparently he has modified his 
position. 
~ The Government has spent around $35 billion or $40 billion to re- 
habilitate the free countries of the world. Probably we have helped 
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some of the other countries to become rehabilitated, too. I think that 
the people of those European countries where we have spent so much 
of our money can also be taught the know-how to make Ford auto 

mobiles. They only receive wages of about 25 percent of what the 

automobile workers receive in this country. What could be better 
for a manufacturing institution than to build factories over in Kuro 

pean countries with modern American mac hinery and the know-how 
that we claim to possess, and to have automobiles made over there to 
ship into the United States duty free so that our people can get those 
automobiles and possibly the manufacturers will make more money 
in getting that cheap labor. 

I just do not believe in that kind of philosophy, whether it be for 
automobile workers or whether it be for some other branch of our 
economy. I honestly believe, and during my 26 years in Congress | 
have felt that it is the duty of Congress to protect agriculture, and 
industry and labor in this country to maintain the American stand- 
ard of living. Because as sure as we are here today, if we permit un- 
limited imports of all these commodities to come into the United 
States with American capital, we will find our standard of living 
going down so that the people who are living today will never imagine 
what will take place should this occur. I feel it is our duty in Con- 
gress, and in your committee, to do its constitutional part to protect 
the American citizens in whatever group or economy they may find 
themselves. 

Now, Mr. Chairman, I have just one more point before I leave, with 
your permission. QOne of the purposes of the Marshall plan was to 
restore historic world trade between the countries of the free world. 
So our money was poured out to restore that historic trade between 
those countries. Now because of the higher price level and because of 
the encouragement of some who claim to represent the present ac 
ministration, they say that we ought to have more stuff to come into 
the United States. When I say the present administration, let me 
point this out, that Mr. Linder came before our committee claiming to 
represent the State Department on its foreign-trade policy. He vir 
tually urged free trade, and he thought we ought to do it for the bene- 
fit of the overall economy of the United States, and if it hurt some 
body In partic ular and he ‘Iped more people, we should let compet iti ve 
commodities come in that might injure some little manufacturer o1 
might injure the dairy industry or any other part of our agriculture 
But the main purpose of the Marshall plan was to rehabilitate these 
countries and restore historic trade between those countries. 

If we are to permit, because of the higher price level in the United 
States, these commodities to come in here in unlimited quantity, then 
we have destroyed our objective, and we will make these countries of 
the world dependent upon the United States and the taxpayers of the 
United States, and we will destroy our standard of living at the same 
time. You will have to hunt around for new means for heavy taxes 
to pay the bill for the relief of the American citizen. 

Thank you very much, Mr. Chairman. 

The CHamman. Mr. Andresen, we certainly thank you for your 
statement. I consider that you are one of the best informed men in 
Congress on the subject of agriculture. 

Mr. Anpresen. Thank you very much, Mr. Chairman. 
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The Crarrman. We appreciate the fact that you have come here 
and given us the benefit of your many years of experience on the great 
Committee on Agriculture and in Congress. You may now submit to 
questions. 

Mr. Jenkins. I want to say one word. As Mr. Andresen knows, 
I have followed him pretty consistently across the years, and I feel 
better about it today, because from his display of the knowledge of 
the facts and figures, I join with Mr. Reed in saying that he is the rec- 
ognized leader in Congress on this subject, and I am very glad and 
proud to join him in agreement on these important questions. 

I have no questions to ask. 

The Cuatrman. Mr. Curtis, of Nebraska. 

Mr. Curris of Nebraska.. Mr. Andresen, in any agricultural pro- 
gram that might be followed, whether it be a development of a two- 
price system, or whether it is support prices maintained by Govern- 
ment purchases, or whether it is production control or any other farm 
program that might be undertaken, do you think that the control of 
imports is essential to make such an agricultural program work ? 

Mr. Anpresen. I am so convinced of that that I will say this to you: 
If unlimited imports are permitted to come in, it will destroy the 
support program. It was never intended that this program would 
support w orld prices 

The best illustration we have of that is what happened to the potato 
program. Our Government spent around $450 million to support the 
price of potatoes. We destroyed potatoes in the United States with- 
out even digging them. The Canadians increased their acreage up 
com and came in and took over the market at a few cents under the 

upport price. They took over the entire eastern market. 

Mr. Curris of Nebraska. I will state my question another way. Do 
you think that a farm program is likely to be devised that would make 
it unnecessary to give primary and direct attention to the problem of 
controlling the imports ¢ 

Mr. Anpresen. I have given a lot of study to that. I was here when 
we passed the original McNary-Houghton bill, which some of your 
colleagues will remember. We devised in that bill a two-price system, 
primarily for wheat and cotton. I am hopeful that such a program 
can be devised. But to make it work, you have got to have either effec- 
tive tariffs—which I do not believe you can have now with the coun- 
tries devaluating their currencies—or you must have import quotas or 
something to limit imports. Otherwise we are doing the very thing 
that will destroy any program. 

Let me point out one program. <A few days ago we had the Minister 
of Agriculture of a European country—I will not mention which— 
before our committee. This ecountr ye xports € heese and butter. They, 
of course, want to send it all to the United States. They sent quite 
a bit of cheese into the country now. I said, “Mr. Minister, can we ship 
our surplus butter and cheese into your country?” He said, “No; 
you can’t do that. We have restrictions against shipping i in things of 

vhich we have sufficient qui intities and su irp lus in our country. 

Vhat is true with every country that wants to ship their dairy prod- 
ucts into the | nited States. 

Mr. Curtis of Nebraska. Now let me ask you this. If we are goi ng 
fo have an American price for agricultural products, that means nec 
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essarily a price above the world level. To permit the flow of quanti 
ties of agricultural products into the American market, not only places 
upon us the burden of supporting the world price, but what does it do 
with what might be called the normal channels of tr: ade, between the 
other countries? 

Mr. Anpresen. As I tried to point out a few moments ago, we have 
failed in our effort to restore normal trade between the different coun- 
tries where they had historic trade. Most of the countries in Europe 
traded among themselves. There are trade barriers and restrictions 
between all those countries. I know they are trying to remove some 
of those, but that was the historic pattern. Where they, and we, at 
least I thought, were trying to rehabilitate the European countries un- 
der the Marshall plan so trade could be restored, because of the higher 
price level in this country, even though people might go hungry in 
some of the other countries, they will ship their butter and cheese into 
the United States, because of the higher price that the imports will 
vet and it is trying the importers in this country who get the greatest 
benefit from it. 

Mr. Curtis of Nebraska. When we consider the fact that there are 
perhaps millions of people in the world who are hungry, are those 
people more likely to be able to buy food at the world price, or if they 
have to pay a price that is supported by the United States Govern 
ment intended for the support of our own farmers ? 

Mr. Anpresen. I am afraid if unlimited imports come in here, it 
will just mean that we will get all those commodities, particularly 
dairy products, that the people should be consuming more of in their 
own countries, and in their historic trade pattern, and we will have to 
turn around and start another ECA program or lend-lease program, 
or UNRRA program to help feed the hungry people of the world. 

Mr. Curtis of Nebraska. I have been thinking about these problems 
of trade in relation to agriculture and food. I do not challenge any- 
body’s motives in the least, but I am not so sure whether all the pro 
posals are humanitarian. I really doubt if they are in the interest of 
the downtrodden and hungry people of these countries. 

Mr. Anpresen. We ought to work toward that program. I might 
say that there are those in the administration who feel that we should 
rehabilitate that part of their economy to restore the historic trade 
pattern. But I am hopeful that we can work out some kind of pro 
gram for agriculture that may be a two-price system. 

Mr. Curtis of Nebraska. Have you given any attention to the prob- 
lem of bartering or exchanging surplus food items that we have for 
strategic and critical materials that we do not have or produce at all 
which can be stockpiled ? 

Mr. Anpresen. I am sure there would be great opportunity to do 
that under bilateral agreements. Nearly every country in Europe has 
bilateral agreements with eve ry other country in Europe and Asia. 

Mr. Curis of Nebraska. As a matter of fact, quite a number of 
important strategic and critical materials that we do not have at all 
are produced in so-called under-privileged sections of the world where 
malnutrition is a factor, is that not right ? 

Mr. ANpresen. That is true. 

Mr. Curtis of Nebraska. It seems to me that that is an avenue that 
has been neglected a long time, that is, of getting our excess food into 
the hands of these people suffering from malnutrition and low stand 
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ards of living who actually have the things we are begging to buy. 
It is not being done under the present program. 

Mr. Anpresen. Let me point out that one of those countries is India. 
India has as of January 1, 193 million head of cattle. But if we at- 
tempt to change the eating habits of the people of India, I suppose 
there would be a revolution. Their cattle are sacred and the people 
do not eat meat. 

Mr. Curtis of Nebraska. No, we cannot do that, unless it is some 
thing they want. We cannot force it on them. 

Mr. Anpresen. No, and I do not think we should try to force them 
to adopt our eating habits or even our form of government if they do 
not want to do so. 

Mr. Curtis of Nebraska. That is all, Mr. Chairman. 

The Cuatrman. Mr. Byrnes will inquire. 

Mr. Byrnes. Mr. Chairman, I want to say that I for one am very 
pleased that Mr. Andresen has seen fit to appear before the committee, 
because we who come from the great dairy center of the country cer 
tainly know that in August Andresen we have not only an authority 
on the problems that confront the industry, but one who has devoted 
himself to finding solutions for those problems. 

Mr. Anpresen. I thank you, Mr. Byrnes. I do not own a farm. I 
am not interested in the dairy business financially or otherwise. I 
think that our dairy industry, which is the biggest industry in agricul- 
ture, and the most important one, must be protected, and it is our duty 
to do so. It means so much to the civilian economy of the people of 
the United States. 

Mr. Byrnes. I wonder, Mr. Andresen, if you are acquainted with 
the fact that the Department of Agriculture has just recently appeared 
before the Tariff Commission in connection with hearings under sec- 
tion 22. It is my understanding that under section 29, the import 
quotas that can be imposed are limited to 50 percent of a representa- 
tive period. Therefore if section 104 is not continued, and we have 
to rely on section 22, there is bound to be a certain import of butter, 
cheese, and other dairy products. 

Mr. Anpresen. Whatever the quota is that they might fix under 
section 22. I read the statement submitted by the Department of 
Agriculture to the Tariff Commission, which I thought was rather 
vood. 

Mr. Byrnes. The question I am leading up to is this: Can you see 
any sense, as long as our dairy industry is in the state it is in today, and 
the support program of the Government in purchasing cheese and 
butter, in going back to a system of permitting, for instance, the im- 
portation of 7 741,000 pounds of butter a year? That simply means that 
we are going to have to purchase 741 ,000 pounds more of butter. 

Mr. Anpresen. That is right. It may be more than that. It may 
hold the price down in this country to the support price level, so that 
the Government may have to buy many millions of pounds because 
the price level is held down to the support price. 

Mr. Byrnes. It will undermine the support price because the Gov- 
ernment is now forced to purchase sufficient to maintain the price? 

Mr. Anpresen. It is 6534 cents in the wholesale market, and that is 
the support price. 

Mr. Byrnes. They are buying to maintain that price. 
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Mr. Anpresen. About half a million pounds a day. 

Mr. Byrnes. And you have the same situation in ¢ ‘heese where under 

1e program we are limited by section 22 and we are going to have to 
permit the importation of at least 2,766,000 pounds of Cheddar cheese 
i year. That is just 2,766,000 more pounds of Cheddar cheese that the 
Government will have to buy, is that not correct ? 

Mr. ANpRESEN. That is right. 

Mr. Byrnes. And the same with these other items on which we now 
have an embargo. 

Mr. Anpresen. That is right. 

Mr. Byrnes. Anything that we let in the country under a quota or 
iny other method merely means we will have to purchase that much 
more, 

Mr. AnpRresEN. And that will demoralize the market here in the 
United States. 

Mr. Byrnes. Does that make any sense to you? Is it consistent with 
| support program or consistent with the welfare of this basic indus 
try? 

Mr. Anpresen. No, that does not make sense to me, although I will 
give Secretary Benson credit for being sympathetic to the problem and 
ilso the President, who is working to get out a satisfactory report, 
[ hope, from the Tariff Commission before the end of this month. 

Mr. Byrnes. The point that I make is even if they get the most 
satisfactory report that the Tariff Commission can give them, they are 
still going to have to permit the import of these quantities that I just 
mentioned of butter and cheese. 

Mr. AnpresENn. Unless this proposed amendment that I have placed 
at your desk is adopted, which gives them, the Secretary and the Presi- 
dent, the authority to continue embargoes or further limitations, not 
withstanding the 50 percent base in section 22 

Mr. Brnes. Let me ask you this, Mr. Andresen. Your proposed 
amendment to section 8, which you presented to the committee, if that 
were to be adopted, then would it be necessary to continue section 104, 
our could we then consider it as a replacement for section 104? 

Mr. Anpresen. There again it all depends on the type of administra 
tion you get as to the intent of Congress. With the forces that are 
moving on this problem, I feel that the best thing we can do during 
this study period by the Department of Agriculture, the industry, and 
so forth, that we should proceed to adopt section 104 as a part of the 
Extension Act here, and also to include this amendment and the 
amendment that I will submit to the committee on section 22. We are 
going through a period here with a new administration with hundreds 
of complicated problems, and I am willing to give the Cabinet mem- 
bers and their staff, if they get new ones, an opportunity to study this 
situation but why jeopardize one of our greatest industries in agri- 
culture when we are going through this study period. 

Mr. Byrnes. Thank you. 

The Cuamman. Mr. Kean will inquire. 

Mr. Kean. I notice that in this proposed amendment you say any 
agricultural commodity “or product thereof.” 

Mr. Anpresen. That is part of the existing law. 

Mr. Kean. And products thereof is in the existing law ? 

Mr. ANpresen. Yes. 


Mr. Kean. Because it does cover the waterfront. 
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Mr. AnprrsEN. It does, but let me state to you, my good friend, Mr. 
Kean, that Brannan and President Truman refused to put section 8 
(a) or section 22 into operat ion. 

Mr. Kean. I know that. 

Mr. ANpresEN. That was in 1951. That is the reason we had to 
proceed with section 104. I have a lot of confidence in the Secretary 
and the President, hoping that this matter will be worked out, but 
during this study period which they are also giving to the foreign trade 
program under reciprocal trade, let us also include section 104 in order 
to save the taxpayers hundreds of millions of dollars, and also have an 
opportunity to work out a new program which I recognize we must 
have for the perishable commodities. 

Mr. Kean (presiding). Are there any other questions? Mr. Cur- 
tis of Missouri. 

Mr. Curtis of Missouri. Mr. Andresen, I just wanted to get some 
things straight in my own mind. 

First of all, you say that your amendment would not take care of 
the complete situation as far as you are concerned and that we would 
stil] a to continue section 104. Am I right in that respect ? 

Mr. ANprEsEN. I want to try to perfect an amendment to section 
22 that will carry out the purpose and the intent of the amendment 
that you have before you. 

Mr. Curtis of Missouri. You will have another amendment that you 
will be submitting to the committee for consideration, is that correct ? 


Mr. ANDRESEN. | h ypeto. Ltisa hard job to do it. 

Mr. Curris of Missouri. I realize that, sir. There has been some 
unendment under the Simpson bill to section 8—it is under section 7 
in here—and further there has been amendment to section 22. I was 


wondering if you have read that language and whether you think the 
effect of those two sections is still desirable in your opinion. 

Mr. pase en. I have studied those sections of the Simpson bill 
which seek to amend section 22. I honestly feel that there must be 
further amendment to section 22 in order to work effectively for these 
perishable commodities. 

Mr. Curtis of Missouri. Is there anything in the present Simpson 
bill that you would find objectionable as far as these amendments of 
section 8 of the 1951 act and section 22 of the Agricultural Adjust- 
ment Act are concerned ? 

Mr. Anpresen. No, not particularly, with the exception of these 
amendments that I have suggested. 

Mr. Curtis of Missouri. I have one final question. Do you know 
whether the Secretary of Agriculture has had an opportunity of going 
over this proposed amendment of yours to section 8 ¢ 

Mr. Anpresen. He has not. I understand that when the Secretary 
appeared before your committee, yesterday, he stated that there should 
possibly be some amendments to section 22. 

Mr. Curtis of Missouri. Yes, sir, he did. He said that there should 
be some strengthening and was talking in terms of possibly a separate 
bill. But he did not go into the details of just how it should be 
strengthened. 

Mr. Anpresen. He made the same statement before our committee, 
but he did not have any amendment prepared. I expect to submit this 
to the Secretary for ‘his opinion. I do not know whether he will 
agree or not, but I hope he will. 
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Mr. Curtis of Missouri. Mr. Chairman, I think it would be advis- 
able if, when that is done, that the Secretary of Agriculture’s opinion 
or views on any amendment be submitted to the committee for our 
consideration as well. 

Mr. Kean (presiding). I feel sure that that will be done when we 
get in executive session. 

Mr. Anpresen. I will be glad to submit any opinion that I get 
from the Secretary. 

Mr. Kran (presiding). Any further questions? Mr. Knox? 

Mr. Knox. Mr. Andresen, I want to compliment you upon the fine 
presentation that you have made here of the facts and also your opinion 
on these particular facts this morning. 

There is one question I would like to ask your opinion on, and that is 
with your broad knowledge of agricultural law, affairs of this Nation 
and our imports and exports, as to what is in the offing as far as 
storage is concerned for agricultural products ? 

Mr. AnpresEN. The first answer I will give you is, that depends 
on what kind of a crop we get this year. Nobody can predict that. 
But with the large amount under the loan and under the ownership 
of the Commodity Credit Corporation of these basic commodities like 
wheat and corn and some other grains, the storage may be a serious 
problem. I have gone into some, and I have discussed it with of- 
ficials in the Department of Agriculture. The matter is being worked 
on. Isay that because certainly if we get a big crop this year we must 
have storage space for it. 

Mr. Knox. Is it becoming critical ? 

Mr. Anpresen. There again it depends so much on the size of the 
crop that is produced. For instance, in the cotton areas, if they secure 
another 15 million bale crop, that must be stored. If we get a big 
wheat crop, we must find additional storage. It is my hope that we 
can move out some of the commodities that are now in storage and 
under owner: hip of the Commodity Credit Corporation. 

Mr. Knox. Thank you, Mr. Andresen. 

Mr. Kran. Any further questions? If not, thank you very much, 
Mr. Andresen, for your testimony you have given. 

Mr. Anpresen. I desire t thank your commitee for permitting me 
to testify before you on a matter which is of vital importance to the 
future welfare of many American producers. I again stress the 
importance of maintaining effective import controls on dairy products 
and all fats and oils. If such controls are not effectively continued 
the following will take place: (1) The support price program in- 
tended exclusively for commodities produced by American producers 
will become a price-support program for the world; (2) competitive 
products produced in foreign countries w - substantially replace do- 
mestic products in the American market ; (3) this may cost American 
taxpayers several billion dollars to sedan the domestic price sup- 
port program; and (4) materially reduce domestic production of such 
perishable and other commodities. It will also demoralize domestic 
distribution channels and make the Government the principal buyer of 
the commodities produced in this country. I therefore urge your com- 
mittee to approve legislation to provide the executive branch of the 
Government with an effective import control law, and the responsibil- 
ity for the administration of the law will rest upon the President and 
the Secretary of Agriculture. 
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(The following material was received from Mr. Harvey Adams, 
secretary ‘manager, the Agricultural Council of Arkansas, West 
Memphis, Ark.) 


At the annual meeting of the council on March 9, the council passed a resolu- 
tion to approve the following recommendations submitted by the resolutions 
comiittee, designed to strengthen the position of agriculture in the South: 


FOREIGN TRADE 


1. The council is of the belief that maintaining a high level of international 
trade and a wide distribution of goods and services throughout the world is vital 
to the prosperity of cotton farmers, the national economy and the security of 
free nations. 

To this end the council urges the United States Government to stimulate eco- 
nomic development and greater purchasing power throughout the world by en- 
couraging private foreign investments and limiting Government assistance to 
fields and areas not suitable for private capital, and which are vital to the interest 
and security of the United States. That procurement abroad of military equip- 
ment for our allied armies should be encouraged in lieu of direct aid and transfers 
of United States equipment. 

2. That in an effort to facilitate and expand cotton exports, since insurance 
against war and seizure risks in foreign countries—especially “on shore” war 
risks—is not available and its absence is restricting shipments of American 
cotton, the United States Government should take steps to assure such protection. 
Legislation to provide such protection has already been introduced in the United 
States Senate by Senator Maybank. Be it resolved that the Agricultural Coun 
cil of Arkansas endorse this legislation and urge its prompt approval. 

3. That whereas the Reciprocal Trade Agreements Act has been a constructive 
and effective means of offsetting the ill effects of the Smoot-Hawley Tariff Act 
except for the so-called escape clause written into the 1951 extension of the act, 
we urge that these crippling amendments be eliminated when the act comes 
in for consideration in 1953. 

It is also recommended that where Export-Import Bank loans are made to 
finance purchases of United States cotton they be made available to the spinners 
of the country at the interest rate the Export-Import Bank is charging plus a 
reasonable service charge, insofar as possible. 


Mr. Kean (presiding). The next witness will be Mr. Herschel D. 
Newsom, master of the National Grange. 

Will you please give your name and the capacity in which you 
appear. 


STATEMENT OF HERSCHEL D. NEWSOM, MASTER, 
NATIONAL GRANGE 


Mr. Newsom. I am Herschel Newsom, Indiana farmer, master of 
the National Grange. I would like to introduce to the committee 
Dr. Lloyd Halverson, our National Grange economist, who has a state- 
ment that will follow i general sort of statement. 

As you will well understand, my own statement is presented from 
the standpoint of the broad American agricultural viewpoint, as we 
understand it. Dr. Halverson’s statement will have some specifics and 
details that we think may be helpful. 

Mr. Kean. You may proceed, Mr. Newsom. 

Mr. Newsom. Mr. Chairman and members of the committee, the Na- 
tional Grange requests the extension of the present Reciprocal Trade 
Agreements Act for a period of 1 year. At the same time we want 
vigorously to endorse the President’s proposal to the Congress that 
a bipartisan commission should be established to thoroughly examine 
our whole trade and foreign-policy program with particular attention 
to reciprocal trade agreements and their effects. 





TRADE AGREEMENTS EXTENSION ACT OF 1953 779 


I would like to point out that I do not want the members of the 
committee to take for granted that we in the Grange or in agriculture 
are too happy with the performance and the effects of the Reciprocal 
Trade Agreements Act. We feel that we have justification for feeling 
that that act has operated to the disadvantage of agriculture. At the 
same time we think that it is sound to extend it for this 1 year, espe- 
cially in light of the type of study that we hope will be forthcoming, 
which we have long advocated. 

The Grange has long sought such a broad approach to our eco- 
nomic and commercial relationships with the rest of the world. We 
have long believed firmly that we must as a Nation shift our emphasis 
as rapidly as is possible or practical to an economic and commercial 
approach toward sound and peaceful relationships among people 
of the world rather than to continue indefinitely to put a major re- 
liance on military strength and political as well as military alliances. 

Recognition not only by the President but by the Secretary of 
Agriculture, as reflected in the creation of a Foreign Agric ultural 
Service within the Department of Agriculture, may well be an in- 
dication of an intelligent and even vigorous approach to this tre- 
mendously important problem. 

Che peculiar stake of American agriculture in correcting the in 
adequacy and in some cases shortsightedness of our trading policies 
and foreign program, including some of the tariff agreements, is com- 
pletely apparent when we recognize that we are the world’s most 
efficient producers, of not only wheat and cotton but also of several 
other agricultural products. The strength of our potential compe E 
tive position in the world’s economy is furth@r underlined by the fac 
that Western Europe and many other sections of the world « Shptenay 
need these products of our agricultural industry. The fact that the 
volume of our agricultural exports has declined drastically over the 
past quarter of a century even in the face of our efficiency as com- 
pared to the rest of the world, forces a vigorous examination of the 
fact that it may well be this particular fact is the root of our Ameri- 
can farm problem. Its persistence and recurrence (as often as we tend 
to move away from the artificial stimulus of a wartime condition) 
unde ines this possibility, of a major factor in our total farm prob- 
lem being the lack of normal or natural trade relationships between 
America and the rest of the world insofar as American agricultural 
products are concerned. 

It seems clear that we will either find a way to regain markets for 
American agriculture, on the basis of efficiency of production and 
delivery, or we will be forced into a monopolistic, restrictive, cartel 
sort of a program in agriculture even to a greater extent than we have 
ever known. To resign ourselves to such a program seems inexcus- 
able in the face of our own efficiency and the world’s needs for the 
products of American fields, farms, and feedlots. A determined and 
realistic effort on our part to translate those needs into effective de- 
mand and markets offers the greatest single potential increase in the 
income for American agriculture. But this whole problem is vastly 
more than just an agricultural income or a farm-price problem. It is 
a problem that is a large part of the whole subject of freedom and 
opportunity to individuals in American agriculture, in the Nation as 
a whole and to peoples around the world. "The Grange believes firmly 
that the surest and most effective road to peace will be found in the 
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freest sort of a movement of the world’s goods and services according 
to the efficiency of production, marketing and distribution. 

The fact that American agriculture in 1952 realized only 7.3 percent 
of the total national income which (with the single exception of 1932 
when it was exactly the same percentage of the total national income) 
is the lowest portion of that income on record for agriculture, has 
forced our vigorous interest in all potential expansions of markets 
for agriculture. Even in the midst of high purchasing power, a high 
level of gross national output and high industrial profits with high 
industrial wage rates, we have mounting agricultural price and in- 
come problems. In our judgment there is no escape from the fact 
that the approximately 30 percent decline in the value of our agri- 
cultural exports, coupled, of course, with the continuously increased 
cost of production domestically, is of a most serious consequence, not 
just to farmers, but to the total American economy. 

It is a well-established fact that our Nation’s early trade and eco- 
nomic policy was predicated on the desirability of tapping our superior 
agricultural efficiency and productive resources for the benefit of an 
infant and needed indus trial expansion. Our failure as a nation to 
recognize that we could not indefinitely continue to thus tap agricul- 
ture’s efliciency through protective tar iffs and other devices fend thus 
provide higher than world costs of production in our farm industry, 
and higher than world income outside of agriculture here in our 
Nation) has forced American farmers into a relatively untenable posi- 
sion increasingly. ‘This is a major basic cause of our 30-year-old farm 
problem. It is equally clear that this very protective system on indus- 
trial products has prevented food deficit countries of Western Europe 
and other areas from selling their industrial goods and other com- 
modities to us to earn dollars with which to buy our food and cotton. 

It is clear that nations, even as individuals, must earn the dollars 
with which to purchase our goods. They cannot buy these goods any 
more than I can buy a new automobile without coming into possession 
of the Jallars with which to buy. They will most certainly buy in- 
creased volumes of our own potential exports in proportion to their 
ability to earn those dollars with which to pay for those goods, and 
in like manner the export of the additional quantities of our produc- 
tion, agricultural and otherwise, will provide increased national, as 
well as individual, income with purchasing power otherwise non- 
existent here in America. Sound business transactions of this nature 
between nations are just as capable of being good business transactions 
to all nations involved, as are sound and good business transactions 
between individuals likely to be good investments or transactions for 
both parties involved. 

We need a positive rather than negative trade program. We must 
reverse our approach to trade among nations. Instead of seeking to 
limit or preve nt fore 12 goods from coming into America by r aising 
tariff rates, imposing quotas, ete., let us start with the existing restric- 
tions and work the other way. Let us gradually modify these prac- 
tices in the right direction and under a sound and constructive formula. 
We do not seek to either destroy the practices suddenly or reduce them 
arbitrarily by a given of a fixed percentage. 

I should like to say here that I have the utmost confidence in the 
sincerity of purpose and the good intent of some of our friends who 
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have proposed that we ought to approac h this thing by serving notice 

that we will horizontally decrease duties by a given percentage every 
year. I just do not agree with them, because I do not think it will 
work because this structure has been built up over a long period of 
years. 

As a matter of fact, our prolonged adherence, and to some extent 
an overemphasis of a high unit price-supporting program in agri- 
culture (and comparable neglect of markets), has added some con 
fusion in this world trade-policy program. It is completely obvious 
that we cannot carry out a domestic a, support program within 
agriculture of the nature that is now in operation without either 
strengthening section 22 of the Aueicabeunel Adjustment Act or 
eliminating delay in its application (or continuing some of the pro- 
visions of section 104 of the Defense Production Act) to provide quotas 
on certain competitive products which would render our present price 
supporting programs « ‘ompletely impracticable, unworkable, and dis 
astrously expensive to the American taxpayer. There are doubtless 
conditions or situations of a somewhat similar nature with respect 
to other American indust ry and other American jobs. 

We do respectfully submit for the consideration of the proposed 
study commission that a constructive and progressive attempt to 
modify or break down these barriers to international trade in propor- 
- to the increased dollar income that will be provided in America 
by the exportation of otherwise nonmarketable products, offers great 
pote ntial good. 

Whether these duties or other barriers have been established by 
reason of so-called pressure or “log rolling” tactics, or whether they 
have been compelled by sound economic necessity, they are in effect 
now and we must guard against their removal or destruction at a rate 
or in such manner as would in itself constitute an act of “economic 
aggression” of American workers or American business. This does 
not, however, mean that we cannot serve the whole national interest 
well by seeking always to use increased dollar income wrovided 1 
export markets (otherwise probably nonexistent as national income ) 
or at least some reasonable portion of it, to purchase the products 
of foreign nations that must earn dollars if they are to buy farm 
and other products from us. 

As a possible means of serving this objective we have tried to de- 
velop a world trade certificate which could be used under certain re- 
strictions to stimulate the importation of efficiently produced foreign 
products into this country in some direct relationship to this coun 
try’s ability to export otherwise nonmarketable products to foreign 
markets. Such a certificate would stimulate a profitable two-way or 
multilateral trading operation by encouraging imports in direct pro- 
portion to the building of our export business. By making it valid 
as payment of import duties with a value dete rmined by the current 
tariff on the exports (of which it is evidence) and by sound control 
of its use in paying import duties, this device could surely promote 
markets for these farm products in which we are most efficient. This 
would happen at the same time that we were providing an American 
market (and the necessary dollars) needed by our foreign customers 
in proportion to our own expanded income. This would be ac- 
complished without threat of economic aggression on established 
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American enterprise and jobs. Over a long-time operation period 
its effect would be highly significant. 

This idea would have a basic sunuerity to the export debenture 
idea advocated by the Grange 25 years ago. It would be different 
from that mechanism, however, in that its redemption would be con- 
trolled or restricted under the authority of the Federal Tariff Com- 
mission or some other agency. To be successful this sort of program 
would have to be administered by an agency dedicated to the sound 
promotion of profitable trade among nations rather than to its restric- 
tion. Such a program would necessarily have to be slow in its opera- 
tion if we were to guard against undue damage to certain established 
industries and their workers. Its institution and its use or employ- 
ment might under some circumstances be put into operation entirely 
on American initiative and still be entirely sound, but its use might 
very likely be most constructive if made operative as a result of nego- 
tiation between America and other nations of the world after the 
manner of any other trade agreements and could well be the basis for 
an expanding economy and a rising level of income, not just in 
America but in all the nations with whom we would thus trade. Thus 
its very operation would be just the reverse of economic aggression 
on anybody. It would provide increased opportunities and expanded 
liberty and freedom to produce for market. 

There can be little doubt that the major factor in the drastic price 
decline that hit American agriculture in the early twenties and which 
eventually was reflected on the total American economy in the late 
twenties was the loss of our natural and normal markets in western 
and central Europe. War had impoverished that great normal mar- 
ket for American farmers. Western Europe today imports now as 
it did then about a third of every bit of food it eats and more than 
a third of its fiber. It needs our agricultural products and we need 
that market. To fail to work effectively on this problem is to invite 
the possibility of driving them into the Russian orbit economically. 

I would remind you that during 1952 this whole situation referred 
to sometimes as the dollar gap forced Western Europe to buy millions 
of tons of feed grain from our Communist adversary in this world- 
wide revolution. We just have to face this thing on a completely 
broad basis. 

Prior to World War I we had been a debtor nation. We had, 
therefore, been sending dollars abroad in interest and principal pay- 
ments. There are doubtless other factors that entered into the change 
of economic relationships between ourselves and that portion of the 
globe over and above those brought about by World War I, but suffice 
it to say here that that change in relationship did take ‘place, and 
we have not even yet modified our basic economic policy to coincide 
with the change that did take place. The history of our agricultural 
price and income problem clearly indicates that without the stimulus 
of wartime spending or psychology, agriculture in America has been 
constantly at a disparity with regard to the other segments of our 
domestic economy. 

We were, of course, parties to an economically unsound peace treaty 
arrangement following World War I. The very terms of the peace 
itself played a part in impoverishing and virtually destroying the 
German economy. The economic chaos that resulted from these terms 
on top of the terrific cost and destruction of the war itself prevented 





TRADE AGREEMENTS EXTENSION ACT OF 1953 783 


economic recovery there and developed a story in which we later had 
to pay a frightful cost not just in dollars but in tears, heartache, 
and blood. 

This then is vastly more than an agricultural price problem, even 
though agricultural income is a vastly important factor in this whole 
subject matter. It is more than a matter of sound and just economic 
relationships. It is actually a large part of the whole struggle as to 
whether or not freedom and opportunity can be expanded in the world 
of which we are a part. 

We hear much about the dollar gap, stabilization of currencies and 
their convertibility. Money or currency, ours or that of other lands, 
is only a medium of exchange or measure of wealth. Let us then face 
the real problem and face it squarely and courageously. We cannot 
surely afford to fail to solve the problem of exchange or trade of 
goods and service—products of people. The exchange or convertibility 
of “the measures of value” will then follow swiftly and surely. 

The Carman. Does that conclude your statement, Mr. Newsom ? 

Mr. Newsom. That is right. 

The Cuamman. We thank you for your appearance and the paper 
you have presented to this committee. 

Mr. Newsom. For your information, Mr. Chairman, I in effect said 
I would be glad to answer questions on this statement, but Dr. Halvor- 
son, our National Grange economist, has a factual statement to supple- 
ment this general approach which he can either file or read at your 
pleasure, and then we can both answer questions, if there be questions. 

The CHatrman. Thank you very much. I know the committee 
does not want to foreclose any of the witnesses here from covering 


the ground. How much we will be interrupted in the House today, 
I do not know, but we still have a large number of witnesses here. 
Suppose you do present your statement, and if I feel I have to 
shorten your time a little, I will let you know. You can extend your 
remarks, of course. 
Again I thank you for your presentation here and the information 
you have given to the committee, Mr. Newsom. 


STATEMENT OF LLOYD C. HALVORSON, ECONOMIST, 
NATIONAL GRANGE 


Mr. Hatvorson. To try to save time, I will largely summarize my 
statement. Mr. Newsom has given the basic recommendations of the 
Grange, asking for a 1-year extension of the reciprocal trade agree 
ment without amendment. He endorses the need of a Commission 
to make a study of the trade policies of the United States. 

We have felt that the trade-agreements program should have done 
more in opening foreign markets for farm products, but we do believe 
in the general idea of trying to get foreign countries to try to reduce 
their tariffs through reciprocal trade agreements so our products can 
enter their countries. 

On page 2, I quote the resolution of the Grange of last fall asking 
for the extension of the reciprocal trade-agreements program. 

T have made a brief appraisal of H. R. 4294. It seems to me, at 
least, and to the Grange, that this bill will give the Tariff Commission 
more or less final say as to tariffs. We feel that there are a number 
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of other broad considerations that should enter into determining what 
the level of tariffs should be and the President should have some 
final say in determining whether or not a peril point provision should 
be imposed. The President has to ask not only the status of specific 
domestic industry, but also the importance of trade to maintaining 
good international relations, national security, and a prosperous 
economy. 

On page 5 I have a section of the importance of freer trade to the 
unity of the free world. I believe other witnesses, especially the 
State Department and Mr. Newsom also covered that subject quite 
thoroughly. 

I would like to say that it is quite evident that if Western Europe 
needs our foodstuffs and our fibers and a number of our industrial 
machines, that somehow or other she will have to earn those dollars so 
she can buy them here. Otherwise she will try to find other parts of 
the world to trade with, and in all likelihood it will be some of the 
communistic countries that also have foodstuffs in surplus. 

On page 4 I have a section entitled, “Trade, Not Aid, Will Reduce 
Our Tax Burden.” I think there are two main reasons for that. One 
is that instead of having to give Europe the dollars with which to 
buy these excess foodstuffs, fibers, and machines that we produce 
exclusively or better than any other part of the world, if we allow 
Kurope to sell goods to us, she will be able to earn the dollars to pay 
for the voods she badly needs. 

Secondly, unless we are willing to cooperate economically with the 
free world in all likelihood we cannot count them as our strong allies 
in the fight against communism. If we were to try to stand the 
ground alone against communism, in all likelihood we would have to 
greatly increase our military might. Not only would that be a dollar 
cost, but also there would be a lot of human cost involved in trying to 
stand the ground against communism alone. 

Therefore, we feel that to the extent we can develop trade with these 
countries, we W ill not only save the expense of giving gifts, but also 
be able to, in the long run, maintain a fortress against communism 
with the help of the other countries. 

Also, on page 4, I have a section entitled, “Lower Tariffs Will In- 
crease Our Standard of Living.” That is one point that I know a lot 
of people disagree with, but I think that economists quite generally 
agree that lower tariffs will increase our standard of living. Our 
standard of living depends on what we can produce in this country, 
plus what we import. Exports is what takes away from our domestic 
consumption. If we can maintain production in this country with 
imports, our standard of living will remain high. The reason we 
have a higher standard of living in this country than peoples in the 
other part of the world is that we have a higher output per man than 
exists in other countries. Our export industries are our most efficient 
industries. ‘Those industries are able to pay very high wages, and still 
sell upon the foreign market. 

Take in the case of rice, rice is produced by the people of Asia which 
have a low wage and our American people have a very high wage. 
Still we can sell rice upon the world market. 

It seems to us that especially in the case of minerals and petroleum 
and such products that are exhaustible that we should try to preserve 
our own resources and to utilize as much as possible imports from 
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ibroad. If we tend to use up our own resources, very quickly, before 
long we will be dependent upon foreign sources, whic h we would have 
less control over a less certainty of having a continual supply. 

On page 8, I have a section called Interest of Agriculture in World 
Trade. <A large part of the world is hungry. Western Europe has 
to import conside ney food. That has, of course, been true for many 
years. However, Asia a situation is developing where possibly 
‘Asit i will ~_ be try in penn 3 iy our foodstuffs. Before World War II,a 
good part of Asia was under European countries. We received 
lot of rubber, tin, hemp, jute, and coconut oil from that area. Those 
dollars that were earned by selling those products to us were in effect 
earned by Europeans who used them to import foodstuffs into Europe. 

Now that those countries are more independent, it is quite possible 
that those countries will utilize those dollars to buy foodstuffs from 
us. Already there is a rice shortage in the world and those Asiatic 
countries are buying large quantities of our rice. 

Also, they are looking into the possibility of using wheat. There- 
fore, I think there is a very good chance that Asia will use the dollars 
earned to buy our foodstuffs. 

In 1951, farmers sold 10 percent of their products abroad. This 
means that on a 200-acre farm, an average of 20 acres was used to 
produce for export. If this market is lost, the effect on the American 
farmer will be bad. Producers of some commodities would suffer 
very severely as indicated by figures I have in my statement. Farmers 
who cannot receive a satisfactory price for cotton, et cetera, would 
tend to shift to dairying or any other industry that would be protected 
and havea higher price. 

On page 9, I give a list of the basic commodities showing a percent- 
age of the crop which was exported in 1951. For cotton it was 51 
percent, wheat 46, rice 42, tobacco 25, peanuts 14. It is clear if we 
should lose our foreign markets because of inability of foreign coun 
tries to earn dollars to buy those products, our American agriculture 
would be in very bad shape. 

We have a special problem with agricultural products as far as 
imports are concerned, because we have a domestic price-support pro 
gram. ‘There are a number of reasons why our farmers in this country 
have to have a farm program in order to maintain a farm income 
that is satisfactory. We are trying to get away from very high, 
rigid price supports, and we are trying to do as much as we can to 
maintain farm income by promotion of sales both domestic and 
abroad. In that way we avoid these restrictive farm programs. 
But to the extent we have to have these farm programs, we have to 
have section 22, and it has to be realistically administered. 

I believe th at Congressman Andresen this morning had some good 
suggestions for strengthening ths at section. We have not seen the actual 
text of his proposal, but it has, 1 believe. some good suggestions for 
strengthening that and making it work more realistically. 

Mr. Chairman, I believe that covers my statement. 

The Cuarrman. We thank you, Mr. Halvorson. 

Now, are there any aquestions to be asked of Mr. Newsom ? 

Mr. Curtis of Nebraska will inquire. 

Mr. Curtis of Nebraska. I regret our time is short because a great 
many of the witnesses appearing have brought materials and ideas 
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to us that are well worth pursuing. In the number of trade agree- 
ments that have been entered into during the life of this law, have 
they been weighted in favor of agriculture or against? By that I 
mean have we done the reducing of tariffs on agricultural products 
to make markets for American industry elsewhere, or has the reverse 
been true ? 

Mr. Newsom. Frankly I am not qualified to give you a positive an- 
swer to that. I thought I was, but when I went to get some evidence 
to support my firm conviction to the effect that agriculture had been 
penalized terribly in most of these agreements, I did not find as much 
evidence as I thought I would find. 

I would like to point this particular fact out, however. This matter 
of what I have chosen to refer to as a normal or a natural export 
market is one that may be a little difficult to define except in the gen- 
eral terms I have used. That is on the basis of efficiency of production 
and marketing. That compels me at least to feel that especially in 
view of the fact that Western Europe, for example, does have to 
import a third of every bit of food they eat, we have a real sound 
economic claim on a large portion of that market. By the same 
token their dense population—I noticed Congressman Andresen re- 
ferred to talking to a Minister of Agriculture in his statement this 
morning, and talking to the Minister the night before last, we re- 
viewed some of the conditions that exist in their country and they 
have 700 people per square mile in that country. It seems perfectly 
apparent to me that it is a natural conclusion that the normal and 
natural ws of goods between our countries is that we should be more 
interested in buying their manufactured articles than to buy their 
agricultur al foaiins e of which surely they produce an inadequate sup- 
ply for that dense population. 

On that basis I would say I think our agreements have been totally 
unres meen insofar as our re: “ needs of our people are concerned. 

Mr. Curtis of Nebraska. As far as Europe is concerned, we really 
cannot oe from the picture since the war as far as natural or free 
trade is concerned ? 

Mr. Newsom. That is right. There have been too many inter- 
ferences. 

Mr. Curtis of Nebraska. Various programs of aid have changed 
the whole picture of agricultural exports so that it does not lay a pat- 
tern for the long-range goal, does it ? 

Mr. Newsom. That is exactly right. A major factor in that par- 
ticular story may be one that you are not quite as familiar with as we 
are, because we live with it. We have been concerned about this sud- 
den and drastic decline. We have lost a third of our world market in 
the last 12 months for agriculture. A major reason for that thing 

can be found in a review of the last 6 years’ experience. We have 
ho importing into this country about $12 billion worth of com- 
modity from abroad. We have been exporting about $18 billion worth. 
There is a $6 billion gap. It is not easy to miss the answer to that 
one. It is in the $36 billion of your money and mine that we have sent 
abroad, about $6 billion a year. 

Mr. Curtis of Nebraska. In our trade agreements with Latin and 
South America, the whole movement has been primarily to open up 
markets for America’s industrial products. 
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Mr. Newson. That is right. 

Mr. Curtis of Nebraska. And the only thing they could send us in 
eturn, and the things we did make concessions on were food and 

fiber. 

Mr. Newsom. That is exactly right. At least that is my feeling in 
e matter. As I say, I could not get the evidence to prove it, but J 
ink it isthere. I think I just did not find it. 

Mr. Curtis of Nebraska. You cannot prove it one way or the other 
y taking the trade agreements and seeing what concessions were 
ade on each side, because they might have been totally unrealistic 
‘the amount of goods and the flow. Furthermore, often there is 

reduction in tariff, and then the Nation imposes some other trade 
rier. 

Mr. Newsom. One of the things we must all guard against is an 
vere mph: isis on the tariff structure and its failing, therefore, to recog- 
ze some of the straight trading practices that go on, the export and 

mport license program. Dr. Haivorson referred to Asia and Japan 
vanting to buy our American rice. Actually we are not selling very 
much American rice because we have an exporting licensing program 
| operation to prevent the rice from going out of this country because 
the price is getting too high for consumers to pay. 

Mr. Curris of Nebraska. In addition to State trading you have 
embargos and quotas and currency blocs and all those other things. 
It seems to me that while we have sat here for 20 years and let our 
patural markets slip away from us that we have further made it 
pee more difficult by all the propaganda teaching of the Ameri- 

1 public who should be thinking about these things, that a mere 
eine in tariff rates solves everything. That is not true if other 
barriers take the place of tariffs. It is certainly not true if we have a 
one-sided balance where agricultural protection is cut down merely to 
per industrial markets elsewhere. 

Mr. Newsom. I will agree with you that it is not the whole truth, 
most certainly. As another example of how agriculture pays a penalty 
n this sort of operation, reference has been made to our high-support 
program, and I would like to point out that we are supporting the 
price of American wool at 90 percent of parity, and yet we permit 
Argentina—I say we permit, maybe there is nothing we can do about 
it—to dump wool in this country by currency manipulation. They 
are saying in effect to their native people, “If you will prove to us 
om you acquired your.American dollar by virtue of export of wool 

» America, we will give you not 6 pesos, for example, but 814 pesos 

‘that $1.” That is the sort of state trading practice that I am 
aioe to. Iam saying that all of these barriers to a relatively free 
flow of goods have developed over such a long period of time that I 
think 1 know—I am sure you cannot ride through New England and 
ee the textile industry there, and contemplate the terrifically high 
tariff protection that is provided to that industry—I know you cannot 
destroy all that protection at once, nor too fast, withou creating a 
errific problem. That is why I am so enthusiastic about the approach 
that seems apparent in the President’s proposal of this commission. 

I like another feature of the commission, namely, that it will be made 
up of Representatives of the Congress, as well as people designated by 
the executive branch of Government. Let us eliminate some of the 
confusion. 

382604 
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We do not like to have to come here and buck the State Departme 
vy giving support to a sort of mechanism like we had in section 104, 
and yet the Grange, with all of this approach that we have, was 1 
able to testify against section 104 for reasons that we have pointed ou: 

Mr. Curtis of Nebraska. It is quite evident with our agricultura 
situation that you can just disregard the problem of imports unt 
the whole matter is worked out in some way. 

Mr. Newsom. I hope we do not completely disregard it, but I hoy: 
we have a really objective administration of this Reciproc al Trad 
Agreements Act if the Congress does decide to extend it for the yea 
we are asking. 

Mr. Curtis of Nebraska. That is all. 

The Cuarrman. If there are no other questions of Mr. Newsom, | 
compliment you and appreciate your coming before the committe: 
with your views, which I am sure ‘will be helpful to the committee. 

Mr. Newsom. Thank you, sir. 

The Cuamman. We will insert the prepared statement of Mr 
Halvorson in the record at this point. 

(The statement is as follows :) 


TESTIMONY OF Lioyp C. HALVORSON ON EXTENSION OF RECIPROCAL TRAD! 
AGREEMENTS ACT 


OUR BASIC RECOM MEN DATION 


The National Grange favors the extension of the Reciprocal Trade Agree 
ments Act, without amendment, for 1 year. It may well be that some changes 
in our foreign trade policy and in the Reciprocal Trade Agreements Act are 
needed, but no change should be made until a very thorough study requiring at 
least a year, has been made. This study should be made by a bipartison com 
mittee composed of Members from both the House and the Senate and people 
appointed by the President. 

The National Grange has had some reservations regarding certain aspects 
of the reciprocal trade agreements program. We have endorsed the idea of hav- 
ing the President negotiate trade agreements with other countries because we 
want other countries to cut their tariffs on our products, and tariff making in 
volves considerable detail. We have objected, however, to having the trade 
agreements go into effect without the approval of the Senate and we have 
objected to the act in that it gave the President blanket authority to raise or 
lower existing tariff rates 50 percent without any broad guiding principles for 
determining which tariff rates could best be cut and how much. 

We have felt that the trade agreements program should have done more in 
opening foreign markets for farm products, and the administration of the pro- 
gram has not always been consistent with our farm program. 

The National Grange is very interested in having a bipartision commission 
study these aspects of the reciprocal trade agreements program, but we are even 
more interested in the broad problem of formulating a policy that will recapture 
a normal or natural portion of the world’s markets for our American agri- 
culture on the basis of natural advantage in production and marketing plus 
quality of product as compared with the rest of the world. Our domestic tariff 
policy has a close bearing on this problem because unless foreign nations can 
sell their goods here, they will not have the dollars needed to buy our agri- 
cultural products. 

Last fall the delegate body of the National Grange expressed their views on 
the question of extension of the reciprocal trade agreement program very clearly 
as follows: 

“Since the reciprocal trade agreement will come up for renewal during the next 
session of Congress and since sound international trade was never more im- 
portant for our Nation and the world than at present, and since we are the 
world’s leading commercial, political, and moral power, and cannot shirk obliga- 
tions that are thrust upon us by this leadership: Therefore be it 
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“Resolved, That we endorse the renewal of the reciprocal trade treaties, pro- 
vided adequate provisions are incorporated in them to prevent inequitable 
burdens on American agriculture.—Adopted.” 


APPRAISAL OF H. R. 4294 


We are opposed to H. R. 4294 at this time because it would make basic changes 
n our international trade policy without the benefit of a thorough study by a 
ommission of the type proposed. 

This bill gives the Tariff Commission practically full say as to what tariff 
rates shall be. In this present-day world, it is very important that our tariff 
policy be based on a number of broad principles and be closely under the Presi- 
dent who considers not only the status of specific domestic industries, but also 
the importance of trade to maintaining good international relations, national 
security, and a prosperous economy. 

We believe the American people will benefit economically from a freer trade 
policy, but we believe we must proceed carefully in that direction to avoid undue 
hardship upon protected industries. In some cases there will be compelling 
reasons as to why the national interest justifies tariff protection for some 
industries. 

We believe that H. R. 4294 leads in the direction of protectionism at a time 
when we should be trying to expand our foreign markets. 


THE IMPORTANCE OF FREER TRADE TO THE UNITY OF THE FREE WORLD 


The countries of Western Europe must import about one-third of their food 
stuffs and fiber. In addition, the free world needs our industrial goods which 
are not available elsewhere (or the cost is much higher and quality lower) in 
order to maintain a satisfactory standard of living and show progress. To 
pay for such farm and industrial products foreign nations must earn dollars 
by selling their products or services to us. There will be considerable resent- 
ment against us in the world if we do not allow other nations to earn dollars 
by selling to us so that they can buy from us the foods, fibers, tobaccos, and 
industrial products they need. In fact, free nations of the world will be driven 
to orienting their economies with the communistic countries in order to secure 
the essential foods they must have. If a country falls into the economic orbit 
of the communistic world, it will soon be in their political orbit as well. 

Since World War II, we have sent Western Europe about $35 billion as a gift 
so she could buy the products she so badly needed to keep her people alive and 
reestablish her ability to produce. Now that she has attained new levels of 
production she is willing to pay for the foodstuffs and machines needed from 
us, but to pay she must of course earn dollars. This means some foreign 
countries must sell goods and services to people in our country. We must not 
frustrate this desire of foreign nations to earn dollars by slamming the door 
in their face with higher tariffs and quotas. If we did, we would be forced to 
again resort to a gift program or to tell them we are not interested in mutual 
cooperation for the welfare of all. If we did the latter, we would soon stand 
alone against a hostile world. 

Over the long pull it makes no sense to American farmers to put all of our 
dependence on military might and direct economic assistance programs, and at 
the same time refuse to develop policies that will stimulate profitable trading 
relationships among these same countries and ourselves and build economic unity 
among free peoples. 

Military might in our own hands and in the hands of those who are at least 
temporarily within our political orbit only provides the time during which 
we have an opportunity to develop a sounder economic base. A stronger eco- 
nomic base in turn provides a stronger political and military base, and will most 
certainly diminish the necessity of the latter. 


“TRADE NOT AID” WILL REDUCE OUR TAX BURDEN 


It is well recognized that America’s military might would have to be built up 
tremendously if we were to stop the aggression of communism alone. We must 
have the cooperation of the whole free world in this task or the tax burden 
would be much too great for us before long. Other free nations cooperating 
with us need to buy certain things from us; foodstuffs are especially important, 
but they also need some of our industrial goods. If we prevent them from 
earning enough dollars by putting tariffs or quotas against their exportable 
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products, then we have to give them the goods they need, and charge the bill to 
the American taxpayers. The National Grange would much prefer to receive 
some useful goods in return rather than continue the giveaway. 

Those people employed in the protected industries could shift to enterprises 
in which our output per man is so far superior to foreign competitors that the 
enterprise needs no tariff protection. Our payrolls will be larger if people are 
employed in our most efficient industries rather than in those which cannot meet 
foreign competition without a tariff or some other protection. 


LOWER TARIFFS WILL INCREASE OUR STANDARD OF LIVING 


It is most fortunate that in building economic unity in the free world by 
reducing trade barriers, we will improve our standard of living and not reduce 
it as so many fear 

Our standard of living depends upon what we produce plus what we import; 
and exports take goods aways from domestic consumption. It is not the price 
level that determines our standard of living but the amount we produce and 
import. 

Our standard of living and our wages are higher than in the rest of the world 
because our output per man is greater on the average. If we have some indus- 
tries that do not have a higher output per man than their foreign counterpart, 
the workers in such domestic industries in a sensé should not expect higher 
wages than workers in the foreign counterpart, and the investors likewise should 
have earnings commensurate with the leck of efficiency in the domestic industry. 
If the workers and investors in a domestic tariff protected industry, which does 
not have an output per man exceeding that of their foreign counterpart, enjoy 
the American standard of living, their American standard of living comes because 
they are living off the superior productivity per man in other American industries, 

Greater freedom of trade between the free nations of the world will mean 
more and better goods available to our people and the peoples abroad. reer 
trade will allow more specialization in production which means that each country 
will tend to specialize in producing what it produces best, what the resources and 
climate are best suited for and what the people are best suited to produce. 
Specialization and mass markets means that machines with tremendous output 
per man are economically feasible. Broad world markets will increase competi- 
tion, the spur to progress, and will tend to give consumers more for their money, 

It is true that when imports come in, they tend to take markets away from 
some of our industries. However, the people abroad who sold to us have acquired 
dollars and we know that those dollars will return to buy products from some 
of our export industries 

We are now a creditor nation, and if loans and investments are to yield a re- 
turn, the dollar volume of our imports of goods and services must exceed our 
exports. If we allow nations the opportunity to earn only enough dollars to 
pay for imports of goods and services, how can we expect them to pay profits or 
interest on American investments abroad? Not only is it fair to allow private 
American investment to go abroad and earn a profit, but it is extremely essential 
that American capital go abroad to help develop the underdeveloped areas so as 
to raise their standards of living so high as to make communism unattractive; 
and also our economy needs raw materials from abroad. The more productive 
we help make underdeveloped areas, the more abundant and cheaper raw material 
will be for us. 

This brings us to the question of conservation of our exhaustible mineral 
resources. World War Il put a terrible drain on our exhaustible mineral 
resources. We must think in terms of the future welfare of our child’en and 
the need to preserve enouch of our mineral resources to maintain our Nation’s 
security for generations and generations to come. 

A part of the reason why Americans have had a high standard of living has 
been the fact we are a young nation rich in natural resources so that output 
per man has been very high. In many cases our richest deposits and most ac- 
cessible deposits have been exhausted or soon will be. To maintain the highest 
possible standard of living we must continue to have an*’abundance of mineral 
products, including petroleum, without greatly increasing the amount of labor 
or amount of capital needed for mining and extraction. 

To a considerable extent We must import minerals such as ores and petroleum 
if we are to have these in abundance and at a low cost so that the American 
people can enjoy the highest possible standard of living for a long time to come. 

The American farmer is a big user of metals, petroleum products, and other 
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minerals. To the extent the costs of these minerals rise as extraction costs rise, 
the farmer will be squeezed, and food costs will tend to rise. The American 
consumers also use large quantities of metals and petroleum products, so for 
the American people to have the highest possible standard of living we will 
need to allow our industries to buy metals and petroleum wherever they can 
obtain them for the lowest cost. 

We believe we should lower tariffs on our exhaustible mineral resources rather 
than raise them. This in the long run is essential to our national defense, and 
to the extent that we must have an immediate domestic supply available for 
defense we should stockpile. 








NEED A SOUND WORLD TRADE POLICY 





WI 





We stated earlier that we need more of a trade policy than authority to cut 
tariffs 50 percent where and when expedient. Trade should have a sound basis. 
World trade should flow according to natural advantages of climate or re 
sources, according to the peculiar skills and abilities of peoples, according to 
inventions and product superiority, according to comparative advantages in 
output per man, and according to capital developments. Trade should not be 
based on State trading, currency manipulations, and ether unsound practices 
that constitute unfair competition and in the long run cannot provide a reliable 
souree of supply, and which in the long run does not benefit the people of the 
free world. 

We should not let our efficient industries which really can stand on their own 

feet, be destroyed and harassed by dumped surplus imports from a country en 
ing in State trading practices to acquire some dollars, or which cannot be 
ected to give us a reliable supply of product over a period of years. 
n some instances we need to maintain certain industries for reasons of na 
tional defense. Often, however, if the industry to just large enough to have the 
knowledge, the industry can be quickly expanded in case of war. In the present 
day and age of air transportation, and in view of the fact that the free world 
must be united we need to think more in terms of the self-sufficiency of the 
free world combined rather than each country individually. 

We are for the Tariff Commission engaging in considerable factfinding as to 
output per man in our various industries compared with the industries abroad, 
as to State trading practices, as to problems of adjusting to lower tariffs, as to 
reliability of supply, cartel practices, or the threat thereof, as to minimum 
levels of domestic industries important to national defense but unable to com 
pete with foreign goods, and a number of other things also need continual 
investigation. 
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THE AGRICULTURE IN WORLD TRADE 





INTEREST OF 


A large part of the world has hungry people. Western Europe has to import 
about one-third of her food and fiber requirements to maintain a satisfactory 
standard of living. If Western Europe can sell things to us, she will use the 
dollars earned to buy foodstuffs from us. As the population of Europe increases, 
it will be easier for her to expand her industrial production than her agricul- 
tural production as agricultural production is much more limited by immovable 
natural resources and even economic tradition than is industrial production. If 
Western Europe cannot earn dollars here, she will be forced to buy her food 
stuffs, cotton, and tobacco elsewhere. 

For many years we have received products from Asia such as rubber, tin, tea, 
hemp, jute, and coconut oil. Before World War I, most of the dollars given in 
payment for these products were earned by the Europeans in those areas and thus 
were used by Europeans to buy our products. Now after World War IT, it 
seems more of those dollars will stav in Asia, and the hungry peoples of these 
countries will be quite certain to try to buy foodstuffs from our American farm- 
ers, Japan used to get some foodstuffs from Manchuria and now that is cut 
off. The Communists are disrupting rice production. It is no wonder we are 
now a big rice exporter, the world price on rice is up, and the Asiatic countries 
are looking into using wheat as well as rice for food. 

The peoples of the world badly need our foodstuffs, but if they cannot earn 
dollars they cannot buy from us, our farmers suffer, and communism becomes 
more ominous. 

In 1951, farmers sold 10 percent of their products abroad. This means that 
on a 200-acre farm, an average of 20 acres was used to produce for export If 
this market is lost, the effect on the American farmers will be bad. Producers 
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of some commodities would suffer very severely as indicated by the figures b 


low showing the percent 1951 exports were of production. 


sasic commodities : Percent | Other commodities: Percen 
Cotton__- Dried whole milk__---~ ~~. 45 
Wheat —- ; Tallow__- 35. 
Pees el 4) Raisins ; 26 9 
TWebeacre....— 5. 7) SeyhGRRS.. 6523. ussdicoce, 26D 
Peanuts___~_- d LS) SP eeeees 24.0 
Dry skim milk_ ~~ _ 17 
Prunes__ 
Cheese 


If the food deficit countries cannot earn dollars by selling to us in order to buy 
foodstuffs from us, they may be forced to buy from Russia who will use control 
over food as an instrument of aggression, and as an instrument to get strategi« 
goods. 


THE PROBLEMS OF FARM PROGRAMS AND FOREIGN TRADE 


The output per man+in American agriculture taken as a whole has no equal 
in any country of the world. Our land is relatively fertile and with mechaniza 
tion one man can farm hundreds of acres. In many countries unsound economic 
systems have resulted in small broken-up farms, impoverished soil, and mechani- 
zation is neither possible nor practical under present conditions. 

It is no wonder that during 1925-29, we exported 56.2 percent of our cotton, 
20.6 percent of our wheat, and 34.4 percent of our tobacco. ‘hat was before the 
farm program of the 1930's went into effect. 

By 1935-39, only 40.3 percent of the cotton crop was exported, 8.3 percent 
of our wheat crop and 24.2 percent of our tobacco-crop. The percentages feil 
much lower during 1941 and 1942. The farm programs were in part responsible 

The economic situation in this country is such that with large labor unions 
with tremendous power of collective bargaining, and with big industries, the 
price on things which farmers buy is very rigid, and production is adjusted quite 
largely so as to maintain these prices to cover costs and yield a profit. Agricul- 
ture is made up of many small producers, and agricultural production tends to 
stay high even if prices fall to very low levels. For these reasons and other 
reasons farm programs are needed to give our farmers an even break even though 
they lead the world in output per man and are able to supply food for our entire 
population with only about 10 percent of the labor force. 

We want to avoid price raising schemes as much as possible for farm products 
and we would much prefer to see sales promotions raise farm incomes. If we 
allow foreign nations to earn dollars with which to buy our foodstuffs, there will 
be less need for artificial price raising schemes. If we still cannot attain equality 
for farmers, we should have farm programs that will still maintain for our 
farmers their natural and normal share of the world market. 

When we have a domestic price support program, without a two or multiple 
price system, our prices are soon above world prices. These prices act as a mag 
net to imports. Section 22, if realistically administered, would prevent imports 
from interfering with our domestic farm programs in most instances. There is 
need to give the Secretary of Agriculture authority to impose the quota or import 
fee, within the limits specified by section 22, on an interim basis pending investi- 
gation and decision by the Tariff Commission and action thereon by the Presi 
dent. 

The higher farm prices brought about by our farm program tends to cause 
loss of our export market as well as to attract imports. The Grange believes 
in a two-price approach. American farmers would get a protected price for that 
part of their crop going into primary uses and a lower price for the surplus going 
into secondary uses or export. Imports would have only such part of the primary 
market as negotiations might dictate, and the rest of the imports would have to 
come in at world prices. There would need to be no tariff or quota on the amount 
coming in for secondary uses. If we had such a program, our concern with sec 
tion 22 would be greatly diminished. 

Reciprocal trade aagreements should help to break down foreign barriers to 
the sale of our American farm products abroad. Somehow or other, probably by 
a combination of programs, we must find a way or we will again be forced into 
restrictive farm programs. 

In conclusion, I want to say we would like to see a 1 year extension of the 
Reciprocal Trade Agreement Act, and it would be better to have no bill passed 
than H. R, 4294. 
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The Cuamman. The committee has received a communication from 
he drug, chemical, and allied trades section of the New York Board 
f Trade, which is signed by Mr. Lloyd I. Volckening, chairman of 
hat section. This communication was written with respect to the 
egislation now before the committee, the Trade Agreements Extension 
Act of 1953. 

Without objection I will have this letter inserted in the record at 
this point. 
(The letter is as follows:) 

Drua, CHEMICAL, AND ALLIED TRADES SECTION, 


New YorK Bo rbd or TRADE, INC., 
New York 7, N. Y., May 4, 1953. 


Re H. R. 4294, extension of Presidential authority under Trade Agreements Act, 
and for other purposes. 


Hon. DANTEL A. REED, 
Chairman, Committee on Ways and Means, 
House of Representatives, House Office Building, 
Washington 25, D. C. 

DyrarR CONGRESSMAN REED: The drug, chemical, and allied trade section (known 

short as the DCAT) of the New York Board of Trade, through its 755 mem 
bers, represents a cross section of the country’s drug and chemical manufacturing 
ndustries and others closely related thereto. On the occasion of the hearings 
our committee is holdirg on BH. R. 4294, the DCAT wishes to submit its written 
testimony on the subject, and request that it be recorded with the hearings. 

As chairman of the DCAT, I respectfully request that the following comments 
receive your consideration, with the hope that our position will gain your support. 

We, the DCAT, are very conscious of the encouraging news in the President’s 
message to Congress on this subject that he is calling for “a thorough and 
comprehensive reexamination of the economic foreign policy of the United 
States.” He added that “the executive branch shall consult with the Congress 
in developing recommendations based upon the studies that will be made.” We 
urge that Congress, through its proper committees and the United States Tariff 
Commission, take an active part in the study and assure that all groups of 
citizens interested in the different aspects of the problem be given a fair hearing. 

Under the condition of such a study, we favor the 1-year extension of the 
President’s authority under section 2 (c) of the Trade Agreements Act of 
1934 as extended and amended (sec. 350, Tariff Act of 1930, as amended) from 
June 12, 1953, as proposed in this bill and as requested by the President. 

We understand that periodic extensions of the President's authority give 
the occasion to Congress for reviewing the administration of the power dele- 
gated by the Congress and for making amendments to clarify or to fortify 
the intent of Congress on any matters on which experience has shown some 
lack of understanding on the part of the executive branch of our Govern- 
ment, of the United States Tariff Commission or of the public. This is the 
basis on which we are sending you these comments on the amendments proposed 
in this bill. 

We are interested in and are in favor of the amendments proposed in the 
following sections and subsections of the bill: i 

Sections 3, 4 (p. 3, lines 3 through 6); section 5 (p. 3, lines 2% through 25, 
and p. 4, lines 1 and 2) ; section 6 (a) (3) (p. 4); and section 6 (e) (p. 5, lines 
10 through 13), provided that it is clear in the law that the word “producers” 
(for instance as in line 6, p. 2 of the bill as printed) means all types of 
producers, including manufacturers. If this is not the proper interpretation 
of the word “producers,” we suggest the addition of the word “manufacturers” 
between the words “producers” and “producing” wherever applicable in the 
specified sections. 

Section 6 in toto, except for the sentence on page 6, from the last two words 
on line 2 through the first word on line 7, and subsection (e) of this same 
section amending subsection (c) of section 7 of the Trade Agreements Extension 
Act of 1951. 

Sections 9 (a), 11, 12, and 14. 

We are not in favor of the following sections and subsections: 

Sections 4, 6 (e) (amending subsec. (c) of sec. 7 of the Trade Agreements 
Extension Act of 1951), 8,9 (b), and 10 (a, ¢, e, f, and g). 
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All these sections have to do with the theme that the powers of the United 
States Tariff Commission should be considerably increased and that the recom 
menadtions of the Commission be binding on the President and, by inference, on 
Congress. The DCAT considers that such an extension of power to a fact 
find ng body is excessive and unreasonable. The recommendations of the 
Commission should be final as to fact, but we recognize that, by the very nature 
of the problem, facts alone should not determine the action to be taken 
Certain public policy reasons might have a bearing on the decision and this is 
the area in which the President should have his opportunity to make these 
known. We should be interested in legislation which might be presented to 
set up a responsible body which would be authorized to resolve any difference 
of opinion between the President and the United States Tariff Commission 
and, within a reasonable and definite time, inform the President the extent to 
which such limits and recommendations determined by the Commission need 
not be complied with in the case of a specified article. 

Also, we are not in favor of the proposal made in section 6 (c), page 6, 
from the last two words on line 2 through the first word on line 7. Here 
again we consider this is an unreasonable extension of power to the United 
Stetes Tariff Commission. 

We wish to express no opinion on sections 7 and 13 of the bill, because of 
the special nature of the problems. 

Respectfully submitted. 

Luioyp I. VoLcKENING, 
Chairman, Drug, Chemical and Allied Trades 
Section, New York Board of Trade. 


The Cratrman. The committee will stand in recess until 1 o’clock 
this afternoon. 


(Thereupon, at 11:50 a. m., a recess was taken until 1 p. m. the 
same day. ) 


AFTERNOON SESSION 


(The hearing was resumed at 1 p.m.) 
The Cuarmman. The committee will come to order. 
I wish to insert in the recerd at this time, if there is no objection, a 
statement by the Secretary of Labor. 
(The statement referred to is as follows :) 


STATEMENT OF SECRETARY OF LABOR MARTIN P. DURKIN BEFORE THE House Com- 
MITTEE ON WAYS AND MEANS ON EXTENSION OF THE RECIPROCAL TRADE AGREE- 
MENTS AC1 


The committee has had occasion to consider the views of other Cabinet mem- 
bers, as well as the Director of the Mutual Security Agency, in support of the 
President’s recommendation in his message of April 7, 1953, requesting that the 
Congress extend the present Reciprocal Trade Agreements Act for an additional 
year. 

The President’s purpose, as outlined in his letter of May 2, 1953, to the Vice 
President and the Speaker of the House, is to provide an opportunity for a 
bipartisan Commission to carry out a comprehensive evaluation of our entire 
foreign economic policy, including our tariff policy, against the backdrop of our 
foreign policy and global defense plans as a whole. From the vantage point of 
the Department of Labor, I find myself in complete agreement with this ap- 
proach, which I also understand would be free of any preconceived doctrines or 
prejudgment of the issues to be resolved. 

The importance of an increasing two-way international trade, as the President 
put it, to the welfare of our citizens, including our workers, has already been 
fully elaborated by the preceeding witnesses. I should like to indicate to the 
committee my own views on this matter, as seen from the point of view of my 
special responsibilities. 

It is clearly in the interests of the American working men and women that the 
volume of international trade be maintained at the highest possible levels. 
International trade may be looked upon as promoting an exchange of commodities, 
with each nation contributing the goods it is best equipped to produce. This 
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exchange of goods makes for full utilization of the free world’s resources and 
for enrichment of the living standards of all. International trade may be 
realistically viewed in this light rather than as a process by which foreign goods 
displace our own. 

This is not to say that there are no competitive problems in international trade. 
Chere are such problems, of course, and some of these relate to differences in 
wages and labor standards. It has often been urged, in this connection, that 
our own industry is at the mercy of producers abroad because of vastly lower 
foreign wages and labor standards. This has been one of the key arguments 
advanced in support of high protective tariffs. There is no doubt, however, that 
the great bulk of American industry is able to meet international competition, 
both in United States markets and in the open markets of the world, despite 
great wage differentials, because of enormous differences in productivity which 
actually result in lower costs of production for the American producers. This is 
true of American industry of whatever size—large, medium, and small. Indeed, 
so great is our vitality in this respect that there are estimated to be well over 
2 million nonagricultural workers currently engaged in production or service 
for export markets. 

Nonetheless, there are instances in which this is not true, especially where 
labor costs are relatively high compared to total costs of production. It cannot 
be denied that there are cases in which wage differentials abroad may more 
than compensate for superior American productivity. These situations are, how- 
ever, relatively few in number. And often the potential competition of the 
foreign product is cut down by special marketing considerations, trade distances, 
and many other factors. 

I have found that thus far under this administration difficulty growing out 
of competition based on substandard wages or working conditions receives the 
most careful handling in the practical administration of tariff policy. My own 
Department has participated by Executive order in the conduct of the trade 
agreements program since 1947, when its administration was broadened as a 
result of bipartisan understanding. The procedure seems to be replete with 
such safeguards as hearings, studies, and full interdepartmental consultation on 
specific tariff actions. I am sure, however, that a careful review of both proce- 
dure and principle is at this time in the interest of our national policy. 

I should like to call attention also to the fact that there is one way of seeking 
to minimize competition based on inferior labor standards which does not involve 
imposing restrictions on trade. This is the technique of promoting higher labor 
standards in other parts of the world. Our Government has, of course, been en- 
gaged in activity of this kind through some of its technical-assistance programs 
and notably through its participation in the work of the International Labor Or- 
ganization. I believe that the promotion of more adequate labor standards is 
perhaps among the most important kinds of positive action which the United 
States can take in dealing with the problems of equitable international trade. 

The responsibilities and difficulties of our great role as an export and creditor 
nation have been repeatedly stressed by the President and the witnesses from 
the executive branch of the Government who have appeared before the commit- 
tee. Obviously, the ability of other nations to absorb our goods depends to a very 
great extent on what they are able to sell to us. There are many groups of 
American workers who depend on our export trade for their employment. On 
the other hand, there are workers who are concerned about the relationship be- 
tween their jobs and import competition. In the majority of cases, as I have 
indicated, these fears of job displacement are exaggerated. Nevertheless, some 
of this concern is real and deserves to be weighed carefully. This will assuredly 
be done in the broad-gage analysis which would be undertaken by the Commis- 
sion which the President has recommended. Moreover, as Mr. Dulles and Mr. 
Humphrey have pointed out, appropriate steps can and are to be taken under the 
present program to prevent injury in meritorious cases 

I have reviewed the provisions of H. R. 4294 and I do not believe that any of 
the amendments included in that bill should be enacted at this time, prior to 
thorough study in the manner which has been suggested by the President. Sev- 
eral of the amendments constitute restrictions on the authority of the President. 
All of the amendments certainly warrant further examination in the light of 
our overall foreign trade and tariff policies. I would suggest that, in any event, 
it would be unwise to depart at this time from the type of broad action, such as 
that provided in the Trade Agreements Act, in which the Congress establishes 
basic criteria. for administrative action, and move at this time to specific legis- 
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lative action on individual commodities. During the interim period, as has been 
indicated by Secretary Dulles, there is no intention to engage in major new tariff 
negotiations. 

May I say in conclusion that I am personally convinced of the soundness of 
the interim course proposed by the President because it holds the surest promise 
of protecting our vital interests in these troubled times. I value the pledge that 
the inquiry, if authorized by the Congress, will be conducted with an open mind 
and with due regard to all of the significant viewpoints, including those implicit 
in H. R. 4294. To avoid precipitate steps while charting a course of action based 
upon a consideration of all the important factors involved in a difficult situation 
is a commonsense method which American labor and management have used 
over the years in successfully developing the broad base of our industrial system, 
I recommend it here. 


The Cuairman. The first witness this afternoon will be Mr. John 
C. Lynn, legislative director of the American Farm Bureau 
Federation. 

We are glad to see you here, Mr. Lynn. 

Mr. Lynn. Thank you, sir. 

The Cuarrman. Will you just give your name and the capacity in 
which you appear, for the record, and also the namé of your assistants ? 


STATEMENT OF JOHN C. LYNN, LEGISLATIVE DIRECTOR, AMER- 
ICAN FARM BUREAU FEDERATION, ACCOMPANIED BY RAYMOND 
OGG, DIRECTOR, DEPARTMENT OF INTERNATIONAL AFFAIRS, 
AFBF, AND GWINN GARNETT, STAFF MEMBER, AFBF 


Mr. Lynn. My name is John C. Lynn; I am legislative director for 
the American Farm Bureau Federation. And I have with me Mr. 
Ray Ogg, who is director of the department of international affairs, 
and Mr. Gwynn Garnett, member of the staff of the American Farm 
Bureau Federation. 

With your permission, Mr. Chairman, I would like to read this 
statement. I think it will take about 15 or 20 minutes. 

The CrarrmMan. Very well. 

Mr. Lynn. Mr. Chairman and members of the committee, The 
American Farm Bureau Federation is a national organization of 
farmers representing approximately 1,500,000 farm families in 47 
States and Puerto Rico. Its policies are determined by its farmer 
members through its community, county, and State organizations and 
finally through the elected voting delegates from the member State 
farm bureaus. 

At the last annual meeting, held in December 1952, much attention 
was given to the subject of international affairs and especially to the 
problems of international trade. We believe that the expansion of 
international trade on a mutually advantageous basis is of vital im- 
portance to the prosperity of our American economy. It is also of 
crucial importance to the security of America and the other free na- 
tions of the world. 

We should consider the problem of trade in the international econ- 
omic and political setting in which we find ourselves in the world 
today. I think this is very well expressed in the policies of the Amer- 
ican Farm Bureau Federation from which I quote the following 
statement: 


The challenge to America is to exert the necessary leadership for successfully 
directing its capabilities to the maintenance of freedom and peace. The United 
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States must demonstrate to the world that a dynamic, expanding, competitive 
capitalism is the true way to the more abundant life that thoughtful people 
everywhere are seeking. For capitalism to be dynamic and expanding, capital 
must be allowed to flow freely. This requires world trade and world invest- 
ment, with governments involved encouraging private investment and stimu- 
ating trade as an outlet for the increasing productivity of the world’s farms 
and factories. This approach requires systematic abandonment of policies 
lirected toward restriction of the production and distribution of goods and 
services throughout the free world. 

Our policies in the international field are based on these basic economic proposi- 
tions of U. 8. international relations: 

1. There is no change in the ambition of Communists to dominate the world. 
They seem to be placing somewhat greater reliance on economic and subversive 
methods rather than on military means for accomplishing their ultimate ob- 
jectives, at least for the time being. 

2. With less than 7 percent of the world’s population and about half the 
world’s industrial production, effective United States defense against the Com- 
munist threat includes long-term United States economic and defense arrange- 
ments with the nations of the free world. 

3. Such arrangements must recognize the vital economic needs of all nations 
so joined together. The economies of our industrial allies are not complemen- 
tary. They cannot live and prosper in a market limited to trade among themn- 
selves. They can be bound together in an enduring defense arrangement only 
f the great industrial and other cooperating nations of the free world are made 
mutually benefiting partners in an expanding free-world economy. 

4. Development and expansion of world economies will require considerable 
amounts of capital. The United States will inevitably be called upon to furnish 
a relatively large amount of this capital. ‘We believe the major portion of this 
amount should be private capital. 

President Eisenhower in his inaugural address and in his state of 
the Union message to Congress set forth some basic objectives and 
principles of American foreign policy in the economic and trade 
field. It now remains to implement these objectives. Their attain- 
ment is of great concern to the future prosperity and security not 
only of America but to the entire free world. 

We strongly favor the extension of the Reciprocal Trade Agree- 
ments Act for 1 year without amendment. This is not because we 
are satisfied with the language of the act or with its administration. 
But we believe that a 1-year extension should be provided in order 
that a thorough study can be made not only of this program, but also 
of the entire set of problems involved in our foreign economic relations 
and policies. We wish to emphasize that trade agreements are only 
a part of the solution to the complex and interrelated problems in- 
volved in our international economic relations and national security 
At this point 1 would like to quote from our resolutions on this 
subject : 

Our international economic relations are one of the foundations of our na- 
tional security and domestic prosperity. Our national and agricultural econ- 
omies depend on exports and imports to prosper. Friendly nations likewise de- 
pend upon imports of the same products to live and prosper and must have ex- 
ports in order to pay for these imports. This is the basis for mutual and con- 
certed action among free nations. To endure, these relations must be based on 
sound economic cooperation and the maintenance of self-respect. It requires a 
relationship based on trade, not aid. Both industry and agriculture must share 
the responsibility for proper balance of imports and exports. 

Because of the urgency of getting this job under way and the complexities 
of the problem, we recommend that an adequately financed bipartisan com- 
mission be created by Congress and given the task of preparing specific proposals 
setting forth the role of the United States in developing and expanding free- 
world economies. 
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The Commission should study, report, and, where appropriate, recommend 
egislation to harmonize overall United States domestic and foreign economic 
policies with our foreign political objectives. The Commission should consider 
—— ally: 

(a) The need of the United States for agricultural and industrial exports and 
the need of friendly nations for those exports. 

(b) The United States balance of international payments as it relates to the 
financing of the necessary exchange of goods. 

(c)Means to stimulate investment abroad to expand free-world economies 
on a free choice, private enterprise basis. 

(d) The extent of and procedures for offshore procurement and modification 
of the “Buy American” acts. 

(e) The means and procedures to increase imports without unduly injuring « 
burdening affected domestic enterprises. 

(f) Authority and organization for negotiating reductions in trade restrictions 
among all cooperating nations. 

(g) Customs procedures and import restrictions consistent with United States 
international and domestic policies. 

That is the end of the quotation from our resolution, sir. 

We are very gratified that President Eisenhower has sent a special 
message to Congress requesting the establishment of a special tem- 
porary joint Commission to study international economic problems 
and submit recommendations prior to the next session of Congress. 

The proposed Commission should make an overall appré aisal of the 
many complex and interrelated problems in our foreign economic 
relations and prepare a well-coordinated set of recommendations. 
Otherwise, the alternative is to continue to deal on a piecemeal basis 
with problems of tariff, trade policies, ways and means of encouraging 
foreign investments, the expansion of international trade, foreign 
aid, foreign economic policies, measures for technical assistance and 
economic development of underdeveloped areas and means of main- 
taining cooperative military establishments such as NATO. The 
solution of each one of these problems is affected by what is done about 
the others. We know very well that in agriculture, for example, we 
cannot solve our economic problems unless proper steps are taken to 
deal effectively with the overall problems of foreign trade. American 
agricluture, to be prosperous must maintain a high level of exporters. 
We cannot do this unless appropriate steps are taken to create favor- 
able conditions of trade so that we can maintain a high level of 
exports. 

Therefore, we believe that a representative bipartisan Commission 
affords an effective and practical means of cooperation between the 
executive and legislative branches of the Government to work together 
in studying these difficult problems and in developing United States 
policies and programs in this field. We wish to strongly urge that 
Congress approve the creation of such a Commission at the earliest 
possible date so that it can begin its work without delay. 

American agriculture has a vital interest in the maintenance and 
expansion of our foreign-trade outlets. Farmers know their pros- 
perity is closely linked to the maintenance of a high level of agri- 
cultural exports. This is illustrated by chart 6 attached hereto, which 
shows that in 1951 we exported 41 percent of our cotton production, 
about 48 sities of our wheat production, over 55 percent of our rice 
production, and more ae 25 percent of our tobacco production. 

And I might add, sir, that over a dozen other commodities are vitally 
dependent one cam 
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The loss of our export markets for agricultural products is not 
theory; it is a painful fact. We call your attention to chart No. 
which illustrates what is happening to our agricultural exports. 
During the 6-month period, July-December 1952, as compared with 
the same period a year earlier, our exports of cotton dropped 50 per 
cent, tobacco 34 percent, wheat and flour 28 percent, fats and oils 20 
percent, and lard 36 percent. This is only to mention a few. The 
drastic decline in exports has been an important factor in decreasing 
farm prices. The level of farm prices today is about 15 percent lower 

n the average than a year ago, while prices of things farmers buy 
hi ive rem: \ined at about the same level. Thus farmers are already 
experiencing a severe price-cost squeeze. This is minor by comparison 
to what we may suffer, if we lose our export outlets and agriculture 
finds itself reduced mainly to producing for the domestic market. 

The maintenance of a high level of exports is of great import: r ce 
not only to the producers of export crops but also to producers of all 

ther agricultural commodities. We have been exporting the produc 
tion from 53 million acres of cropland. If we lose our export outlets 
and have to take out of production the millions of acres of cropland 
now devoted to the production of commodities for export, this land 
undoubtedly would be shifted to the production of other commodities 
such as dairy products, beef cattle, fruit and vegetables, poultry, and 
other products. This increased production within the United States 
would expand the supply of these commodities, and consequently 
reduce the price and income to these producers. 

May I inject here, with your permission, sir, an example of what 
we mean? We face in 1954 acreage allotments and marketing quotas 
on cotton. The prospect is that California, for example, will have to 
oe e her cotton acreage in the good irrigated area of the San Joaquin 

Valley by some 600,000 acres. That will have a tremendous effect on 
the producers in California and all over the United States not only 
for cotton but for other commodities. It will have an effect on the 
farmers in New Jersey, who supply the New York market. It will 
have an effect on the farmers throughout the country. 

Now, that has been brought about primarily because of our loss 
of exports of cotton. 

I would also call to your attention at this point that we are definitely 
facing acreage allotments and marketing quotas on wheat in 1954. 
There we get into tremendous acreages of land, some 70 million acres. 
It ms Ly be necessar y to divert 20 million acres out of wheat in 1953-54. 

What is that land going to be planted to? I don’t know, but I 
would like to comment with regard to a lot of the statements I have 
heard with regard to imports of dairy products, and make it per- 
fectly clear, sir, that we are not for the importation of dairy prod- 
ucts to the detriment of the dairy farmer or to the ruination of the 
price-support program. But I would call your attention to the 
fact that these farmers who are forced out of the production of cotton 
and wheat and these other commodities are going into some production 
of some other commodity. 

The CHatrmMan. Will the gentleman yield right there ? 

Mr. Lynn. Yes. 

The Cuamrman. Are you familiar with the cotton development in 
Brazil ? 
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Mr. Lynn. I am to a certain degree, sir. I am not an expert on it. 

The Cuamman. The American cotton industry is going to face a 
situation there, aoe I think it is facing one already ‘to some extent. 
You may remember when Secretary C layton was Secretary of State, 
at the time when cotton was at a low ebb, he moved much of that ma- 
chinery down into that area in Brazil. And a survey made by a pro- 
fessor of McGill University showed that there were millions of acres 
there absolutely perfect for the development of cotton. So we have 
those situations, and we have to keep those in mind. And under yout 
point 4 program, it is not at all impossible that many of these things 
that we now export will find competition from the very development 
which we will promote under point 4 in various countries. 

Of course, sometimes we fail. England spent a fortune trying to 
develop a peanut industry in Africa. 

There are all those readjustments that we cannot now determine 
with respect to the future. We cannot forget that we must protect 
our own market where it is necessary to do so. 

Mr. Lynn. Sir, we are the most efficient producers of food and fiber 
in the world; and for the American Farm Bureau I can say that we 
are not afraid of these developments abroad. Because I think with 
a reasonable break the farmers of this country can meet competi- 
tion. I do not mean that in every single vamenaniey, but particularly 
with regard to cotton and the production of grain I think we are 
the most efficient producers in the world. 

The Cuaimrman. I agree with you, at the present time, but you have 
to consider the future, and all the techniques we are supplying them, 
and machinery, and know-how. 

Mr. Lynn. Since the end of World War II, the United States has 
attempted to exert leadership in assisting the free nations to rebuild. 
Some of these efforts have been successful; others have not made a 
lasting contribution to the economic well-being of either the United 
States or the countries we have tried to assist. 

During this period, we have spent about $35 billion in foreign aid. 
Despite great progress we have not yet att ruined the basic objective ; 
namely, to aid friendly nations to attain economic self-support without 
extraordinary outside aid. 

It is now time to take a new look at these problems, to reappraise our 
foreign economic policies and programs and to develop an effective 
coordinated program. In addition to agricultural exports, it is esti- 
mated that about 2% million workers outside of agriculture are em- 
ployed in the production of industrial items for export. The mainte- 
nance of a high level of both industrial and agricultural exports is 

vitally important to our domestic purchasing power, employment and 
athens il income. In agriculture, any substantial loss of export volume 
would hasten and intensify the need for acreage controls, marketing 
quotas, = other restraints upon production. This ultimately would 
mean less income for farmers. The $35 billion in United States for- 

eign aid we hs ave spent since the end of World War II just about equals 
our excess of exports over imports since 1946. What we have been 
doing in effect is giving away dollars to pay for our excess of exports 
over imports. How greatly agriculture has been dependent upon this 
dollar aid for its high level of exports is illustrated by chart No. 9, 
attached to this statement, which shows that since 1948 an average of 








TRADE AGREEMENTS EXTENSION ACT OF 1953 801 









3.5 percent of our exports of wheat and flour, 42.7 percent of our 
coarse grain exports, 18 percent of our fats and oils exports, 43.4 
percent “of our cotton exports, and 47 percent of our tobacco exports 
have been financed by loans and grants out of the foreign aid pro- 
grams, This does not include the subsidy under the International 
Wheat Agreement amounting to about 63 cents per bushel over the 
1-year period or a total of about $580 million. Nor does it cover other 
export subsidies provided under section 32 programs administered by 
the Department of Agriculture. 

Obviously, we cannot continue to give away the dollars to maintain 
our export outlets. We must find a better solution. Our customers 
must be able to earn sufficient dollars, either directly or indirectly, to 
pay for the goods they need to buy from us, and which we need to sell 
them. If we are to maintain a high level of exports we must recognize 
that trade isa two-way street. If we want to export we must be willing 
to import and do the other things necessary to put our trade on a sound 
basis. Of course you understand the trade that I am referring to is 
much more complicated than the United States buying directly from 
one country everyth'ng it has to sell and our shipping them goods we 
have to sell in exchange. The “two-way street” idea envisions multi- 
lateral trade involving the exchange of goods and services, and en- 
couraging investments among the free nations of the world. 

In light of these facts it seems to us that we have about three alter- 
natives: (1) we can continue to appropriate large amounts of money 
for our foreign aid programs, (2) we can reduce our domestic pro- 
duction, (3) we can, through trade, foreign investments, the purchase 
of services, tourist travel and other methods, make available to our 
customers the opportunity to earn their way and continue to be pur- 
chasers of United States products, both industrial and agricultural. 

It seems clear, and it is the stated view of the American Farm Bu- 
reau Federation, that the first alternative cannot be permanent. 
With regard to No. 2, reducing production domestically, I don’t 
think we can afford to undergo any drastic reduction of our agricul- 
tural and industrial production, if we can find a sound way of avoid- 
ing it. If we follow this alternative in agriculture it means acreage 
control, marketing quotas and other restraints on production, market- 
ing and prices, which ultimately will lead to less income for farmers. 
This in turn would result in reduced industrial production and em- 
ployment. We believe ways and means can be found to make alterna 
tive No. 3, trade, work on a sound basis and we sincerely believe this 
is the course for the United States to follow. 

We believe that it is essential to the prosperity and security of the 
United States and to the free nations of the world in the crucial strug 
gle against world-wide Communist aggression to develop effective 
measures of international cooperation so that the free nations of the 
world can bring about the development of a well-balanced self-sus 
taining and mutually beneficial trade among the free nations of the 
world. We cannot have military security for the free world unless 
the free nations can build up their economic strength to support an 
adequate defense program and to maintain their economies in 4 
healthy condition without extraordinary outside assistance. 

One of the most serious threats to our own security and that of the 
free world is the trade offensive now being promoted by Communist 
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Russia to drive an economic wedge between the United States and the 
rest of the free world by promoting trade between the Russian bloc 
and our allies at the expense of our trade. And I might point out 
here, sir, that at this moment such a trade conference is going on in 
Geneva, Switzerland, as you are well aware. The Russians had a 
similar trade conference last year, where they talked in generalities. 
We understand on good authority that they are trading now with the 
western allies. And as we point out later in this statement, we are 
spending tremendous amounts of money, billions of dollars, in West- 
ern Europe and here at home, building a defense alliance against 
Communist aggression. At the same time, some of our trade policies 
are forcing our allies to go behind the Iron Curtain to get many of 
the products they need. 

In order to illustrate what is happening, it is important to under- 
stand the changes in the pattern of world trade that have occurred 
since World War II. 

It is a fact that western Europe depends on imports for one-third 
of its present food supply. They also have to import all of their cot- 
ton and most of their tobacco from outside sources. These people, 
particularly in Western Europe, will seek sources of supply for their 
food and fiber in order to meet their requirements. With only two 
major sources of supply—the Iron Curtain countries and North 
America—it seems to us that it is to our advantage in America, both 
economically and politically, to continue to export our food and fiber 
to these free nations in Western Europe and other parts of the world 
rather than to force them to trade with the enemy. 

Already there are evidences accumulating that the countries in 
Western Europe as well as Asia are seeking their food and raw ma- 
terials supply from the Iron Curtain countries. Because Western 
Europe is unable to earn sufficient dollars through exports of goods 
and services to the United States, it is turning to the Iron Curtain 
countries for agricultural products and industrial raw materials. 
The Communists are willing to trade these goods for manufactured 
articles. This kind of trade relieves the manufacturing capacity in 
Russia and permits her to build war material. It aggravates our 
problem of surpluses and causes undue price declines in our market. 
Perhaps one of the most important aspects of this problem is that it 
tends to drive an economic and political wedge between the United 
States and other free nations and thus weakens the very foundation 
for our collective security. 

The United States is spending upwards of $50 billion annually in 
rearmament and for military aid to our allies for the purpose of 
strengthening the free world to preserve peace and security. If we 
are to attain security for the free world, we must have strong and 
resolute allies. They must be able to earn the dollars they need if they 
are to be able to pay for the goods they must import from us. 

If the United States were willing to accept payment for its exports 
in British pound sterling, or French francs or German marks, for 
example, our customers abroad could buy our surplus wheat, cotton, 
tobacco, fruit, etcetera, which they need to buy and which we need to 
sell. We must be paid in dollars. Because our customers abroad are 
not able to earn enough dollars through exports of goods and services 
to the United States either directly or multilaterally, to pay for the 
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goods they need, they are short of dollars. Up to now this dollar 
shortage has been filied with dollar aid. Obviously we cannot con- 
tinue to do this indefinitely. Other countries would pre fet to earn 
their own way through trade. Certainly it is to our interest that they 
earn sufficient dollars with which to continue to buy the things which 
we need desperately to sell and which they need to supply their own 
needs. 

We believe that the proper approach to this problem is through poli 
cies which will promote a mutually advantageous exchange of goods 
and services, plus increased foreign travel and investment on a multi- 
lateral basis. I do not mean by this that the American Farm Bureau 
Federation is advocating a complete free trade policy. This commit 
tee 1s well aware of our position with regard to the Re ‘ciprocal ‘Trade 
Agreements Act. You know also that we have aggressively favored 
the effective administration of section 22 of the Agricultural Adjust- 
ment Act in order to give legitimate and necessary protection to agri 
cultural products for which domestic programs are operative. We 
also support the escape clause provision of the Reciprocal Trade A gree- 
ments Act which sets up a procedure covering not only agricuitural 
but also nonagricultural products. ‘These provisions are designed to 
olve acdequi ite protection to the proper interests of both indus try and 
agriculture. We believe that these laws if properly and vigorously 
administered will give the needed protection from imports without 
jeopardizing our real interest in expanding trade. 

While we sincerely believe that the best interests of agriculture, and 
in fact our entire national economy, require that we refrain from main- 
taining unnecessary restrictions on toreion trade, we also recognize 
that the United States cannot solve trade problems alone. Other 
countries must learn to compete in the American market. We compete 
among ourselves here at home, and we compete with foreign pro- 
ducers in export markets. In fact the competitive nature of our 
American economic system is one of its strongest characteristics. In 
some other countries competition has been suppressed by cartel ar- 
rangements which fix prices and allocate markets. Lf, however, we are 
to expect other countries to make the adjustments necessary to find 
a competitive place in our markets we must follow consistent trade 
policies. In other words, we must avoid the practice, we have been 
following, of encouraging people to enter our markets only to meet 
restrictive action when they get into a position to sell here. 

We know that this committee will give consideration in its delibera 
tions to reconciling the relationship of our domestic agricultural pro- 
grams to exports : and imports in the best long time interests in agri- 
culture. I realize that this is not the subject of these hearings and we 
have no intention of discussing the details of our domestic agricultural 
program at this time, but I would point out the fact that the type of 
programs we adopt domestically aifects our position with respect to 
international trade. 

From the standpoint of agriculture, the need to make progress 
toward a solution of the international trade problem is immediate and 
urgent. Exports of several important farm commodities are running 
substantially below the level of a year ago. Supplies are piling up. 

Pending the outcome of the studies of the bipartisan committee, 
which I referred to a moment ago, the following interim recommenda 
tions are proposed : 


52604-—53 52 
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1. Extension of the Reciprocal Trade Agreements Act for 1 year, 
on the following conditions: (@) That immediate action be taken to 
negotiate reciprocal reductions of United States duties in excess of 
25 percent ad valorem in return for concessions to be obtained from 
other nations. 

With your permission, sir, I would like to expand on that for just a 
moment. 

We do not mean that we would negotiate reductions in tariffs here, 
and they, in turn, would negotiate reductions in tariffs over there, 
necessarily. If we give a concession of a tariff reduction on some of 
these items that are above 25 percent, maybe their concession might 
be that they would free dollars for imports from the United States. 

The point I want to make is that this solution to this problem is 
not all in the reduction of tariffs on a reciprocal basis. There are 
many other trade barriers that have as much effect on international 
trade as tariffs either here or abroad. 

We have a list here put out by the chamber of commerce, and I am 
sure that they will make reference to it in their testimony. This isa 
jist of over 492 items, major items, if you please, that still have a duty, 
an ad valorem duty of 50 percent or more. There are 148 items on 
this list that have a 60 percent ad valorem duty, or more. 

We think that in the operation of our reciprocal trade agreements, 
agriculture has already taken quite a reduction, percentagewise, from 
where they started. Many industrial items have taken a "similar per- 
cent reduction. But the difference is the level of protection for agri- 
culture and for industrial products when the trade agreements program 
started. And if you reduce a duty 10 percent from 100 percent ad 
valorem, you still have an embargo. 

I hope that this committee will give consideration to this list of 
items contained in this little booklet, which certainly shows how little 
we have done in many fields with regard to reducing many prohibitive 
tarifis. Now to continue with the recommendations of the American 
Farm Bureau: 

(5) That procedures be established for prompt actions under sec- 
tion 22 and the escape clause—action within 25 days for perishables 
and within 120 days for storable commodities, with authority given to 
the Secretary of Agriculture to take interim action to safeguard 
producers pending outcome of Tariff Commission study and Presi- 
dential action; and (¢) Adequate staff and appropriations to the 
Tariff Commission. 

As you well know, sir, we have for the last 2 years insisted that the 
Tariff Commission speed up its hearings, and we are for an increased 
appropriation for the Tariff Commission if necessary in order to do 
that. We believe that this can be done by administrative action so that 
amendment to the Reciprocal Trade Agreements Act is not necessary. 

. Modify “Buy American” policies to enable allied nations to in- 
crease their dollar earnings. 

Customs simplification : Early enactment of legislation to simply 
ouanneee procedures to facilitate imports. 

Export credit needs: Authorize Export-Import Bank to accept 
as ¢ a ateral nondollar currencies in escrow under bilateral commercia] 
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gare in order to finance exports until imports are received 
in United States. 

5. Offshore procurements: Provide opportunity (in all military 
and foreign appropriations measures) to our allies and other friendly 
countries to earn dollars with which to buy their needs in the free 
world. 

6. Mutual Security program should devote its primary effort to 
developing free world economy. Prime reliance should be placed on 
private capital and expanding private trade to do the job. Mutual 
Security should emphasize trade, not aid, and look to early liquida- 
tion of its operations as soon as trade has expanded sufficiently. The 
United States should accept payment for goods made available 
through this program in the most convertible currencies, and such 
currencies should be used by the United States (a) for loans to in- 
crease production facilities and increase international trade, and (0d) 
to take care of United States obligations for cooperative defense 
establishments, maintenance of United States troops abroad, stock- 
piling of strategic materials and other United States Government ex- 
penditures abroad. 

Technical assistance to underdeveloped nations to be continued 
and improved, but administered by one agency as an American pro- 
gram with its own budget. 

8. International Wheat Agreement: Renewal of the present agree- 
ment provided subsidy costs can be reduced and reasonable price 
schedule is obtained. 

9. Strengthening Office of Foreign Agricultural Service through 
reorganization of its functions and services, assigning full respon- 
sibility to the Secretary of Agriculture for selection and supervision 
of agricultural attachés, increasing the number of commodity special- 
ists abroad and giving them diplomatic status, and providing ade- 
quate staff and funds to carry on work of this organization. 

[It is not a problem which can be approached piecemeal or on a 
commodity basis with any sound expectation of success. 

In view of all these circumstances it is imperative that we exert our 
full leadership toward expansion of our export sales on a sound basis 
which will make a vital contribution, not only to agr icultural welfare, 
but also to national and international welfare. 

We are delighted with the interest this committee is showing in 
agriculture’s foreign-trade problems by conducting these hearings. 
We stand ready to assist you in any way that we can to work out 
solutions which will be consistent both with the welfare of agricul- 
ture and the national interest. 

With respect to H. R. 4294, we believe Ms enactment would make a 
basic and fundamental change in our foreign-trade policy. It would 
reverse the direction of a long-established policy of reducing = ade 
barriers reciprocally among many nations to one of raising tariffs 
by the United States on a unilateral basis. Its drastic eibisicen with 
respect to the operations pf the trade-agreement programs would 
nullify their effectiveness. These propenne are contrary to the basic 
principles and policies which our organization believes to be essential 
to the solution of our foreign problems i In ways that promote the real 
interests of the United States. 
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We recommend that the Reciprocal] Trade Agreements Act be ex- 
tended for 1 year without amendment while the Commission makes 


its findings. 
The Cuatrman. We thank you, sir, for your presentation. 
Mr. Lynn. r, may I ask that the charts be inserted in the record ? 
The CyarrmMan. No, the charts cannot 70 1N the record. It is too 
expensive. The tables can go in, however. 
(The tables referred to are as follows :) 
> 


Quantity of principal United States agricultural ¢ rports, July December 1950-52 


it rice 


rude and refined basi 


ltural commodities suffered drastic de 

red h the high level of exports during th 
m declined 50 percent, wheat and flour 28 per 
1 is 20 percent, a 
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Cash farm receipts classified by significance of foreign trade, United States, 


orts, 
Dry 
Nonf 
Pear 
sarley 
Plum 
Conden 
Grare 
Cottor 
Apricots 
Evaporated milk 


rotal export commodities 


Commodity 


III. Agricultural products (foreign trade not 
importance 

mals and animal products 

Live meat animals 

Meat and meat animal products 

Dairy products not listed elsewhere 

Poultry and products not listed elsewhere 

Other a nals and product 

Other animals and products not classifiable 

Food grains not listed elsewhere 

Hay and feed grains not listed elsewhere 

Vegetables and preparations not listed else- 
where 

Vegetables and preparations not classifiable 

Fruits and nuts not listed elsewhere 

Fruit and nut preparations not classifiable 

Oilseeds and products, vegetable fats and 
oils, not listed elsewhere 

Oilseeds and products, vegetable fats and 

ils, not classifiable 

Miscellaneous vegetable crops and products 

Miscellaneous vegetable crops and products, 
not classifiable 62, 000 


Total. | 17, 142, 883 52. 56 614. 904 


See footnotes at end of tables 
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Quantity of principal United States agricultural exports, July—December 
1950-—52—Continued 


Imports as a per- 
Unite centage of 
Cash farm | Percent rited production * 
receipts of 
1951 | total | 


States | 
imports _ . — 


1951! 1949-51 


1951 
average 


IV. Protection usually desired by producers: In thousands In thousands | 
Butter 4 $1, 199, 768 3. 4: $34 0. 004 | 0. 007 
Fresh vegetables 16 710, 695 2.1 11,119 1.7 | 31 
Potatoes 357, 249 . 5, 249 “2 1.6 
Wool and mohair (dutiable) 241, 703 590, 567 182. 2 155. € 
Flaxseed 120, 673 aa 17 366 . 06 t 
Strawberries and other berries 107, 835 on 5, 104 197.3 | 19 6 
Tomatoes, fresh market 18119, 676 ey 13, 668 10. 1 
Lemons and lime 40, 545 330 
Cherries 39, 416 
Walnuts 31, 809 
Almonds 17, 425 
Olive 9, 965 
Broomcorn 14, 334 
Figs 191 
Tung nuts 5, 564 


Net imports 
1951 
19, 528 
122, 910 
, 356, 336 
Rubber d allied gums 813. 708 
Cocoa, ¢ 10 beans, choe 209. 567 
Vegetable fibe 
hemp, at t 125, 169 
Bananas, pla L 54, 848 
Teg 40, 920 
Spices 51. 979 
Nuts and miscellaneous fruits not pro- 
duced ir ‘ ect States 47,714 
Oilseeds, \ ible fats and oils not 
produced in the United States in 
quantity - 189, 837 
Drugs, herbs, roots, and miscellane- 
ous vegetable products 29 609 
Sugar, molasses, and sugar sirups--.- 5 419, 880 


Total . 5 3, 475, 005 


See footnotes at end of tables. 
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Quantity of principal United States agricultural exports, July-December 
1950—52—Continued 


SUMMARY 


Cash farm 
receipts, 
1951 ! 


In thou- 


sands 


important 
Agricultural products 
portance 
Protection usually desired by produc 
Important ricultural imports 1 
tive ar 
Total 


Data 

2 Cal 
such : 
mark 1 

mi products, w 

wl 

4 Cash farm value of da ( 3 1 pportioned according to the 
nt of each product oft juction: Dried whole milk, 0.9 pe 
rated milk, 5.¢ er “or ! nilk, 9.7 percent; butter, 26.1 pereent 
1cludes soyb 
ased on t 
cludes yx 


xports 


ie incon 


B 
rT 
SE 


production were 


«por re im] t to if I 1 wine producers desire protect 
statistical data are not a ti art come from g imong thes 
Includes wi 
Includes exports of f 
amounted to 26.9 pe 
2 Includes cottor 
3 Includes fi 
4 Includes 
oil, and ghuc 
Less t! 
16 Cash farm in 


‘. 


necome from truc} 


i < crops 
for the 1950 s°as>n was « 
clades fresh market toms 
17 Inculdes flaxseed, lir il, 
18 Cash farm receipts ne va Repre valu 
1# Only a rough approximation. From available data, 
ship between imports and vroduction since the import fig include I 
process*d forms for which cons ersion factors are not available to convert to a fres! 
2 Includes olive oil 
21 The Sugar Act of 1948 provides protection for the domestic sugar industry up to specified level 
duction for the different producing areas by authorizing the use of quotas to lir the totala 
that can be placed on the domestic market and to apportion this totzl to the various domestic au 
areas which have historically participated in the United States market 


Source: Based on data published in the Farm Income Situation, July 
Economics, United States Department of Agriculture and in Foreig Agricultural ‘ 
Foreign Trade in Agricultural Products, Calendar Year 1951, with Comparisons, Jun¢ 
Foreign Agricultural Relations, United States Department of Agriculture 
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The Cuatrman. There is one thought I hope you will give to this. 
You know, the nations that we are friendly with change, through 
history. There isa sort of kaleidoscopic change in the world arrange 
ment. First we are allied with one country and then we are allied with 
another, and the foreign countries are doing the same. Everybody 
is looking forward now to peace. They hope to get peace with Russia. 
Of course, Russia has practically all the resources that any country 
will need. It is a great wheat-producing country, cotton-producin 
country, and of course they can use conscript labor and do use it. 
Great Britain is doing business with Russia. Many of the things 
that we export now ultimately are reexported to Russia. 

Now we helped Russia during the war. She was an ally of ours 
then, and we spent some $17 billion, gave them a lot of ships, and 
everybody was embracing the Russians. They were very popular. 
Russia was decorating our leading men and entertaining them 
Everything was lovely. 

Well, now we have had our quarrel with Germany, and 
West Germany is concerned, we are trying to build up goo 
there. So there is this constant realinement that is going on. 

When this peace comes, you W ill find that these allies of ours, these 
free nations, if they can buy any of the products of Russia more 
cheaply than they can buy them from us, will be trading with them. 
There is no question about that. That is human nature. And those 
are the things that, in evaluating any program that we have, we 
cannot overlook. We cannot overlook those things that are just as 
sure to some as that the sun will rise. We are not always going to have 
the same alinement of nations that we have now. We must keep 
our country prosperous. I have always figured that the best foreign 
policy we could possibly have woud be to make our own Government 
work in the eyes of the world. Then they would see that we had some 
thing in our free-enterprise system that was worth emulating. 

Many countries, when we adopted our Constitution, all through 
South America, Australia, patterned their constitutions after ours. 
So as we set the example in this country of maintaining a high stand- 
ard of living, we cannot afford to lower it. I admit that. We have 
to hold it. 

So I am only throwing that out in view of your observations. We 
thank you for your appearance. 

Are there any questions ¢ 

Mr. Cooper will inquire. 

Mr. Coorrer. I do not want to detain you gentlemen. I simply 
want to congratulate you on the splendid statement you have presented 
and the very helpful information you have given the committee. 

Mr. Lynn. Mr. Chairman, would you allow me to make just one 
comment on what you said ? 

The Carman. Yes, sir. 

Mr. Lynn. I think if we are going to demonstrate to the world how 
good America is, we have got to trade. Now, in agriculture, we 
cannot have a prosperous agriculture in these United States without 
exports. We are already in a squeeze in agriculture. While em- 
ployment is the highest on record, while the personal income of every- 
body in the United States is the highest on record, the farmers’ net 
income has been going down for 4 years. 


far as 
feeling 


as 
] 
t 
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The Cuamman. There is no question about that. We are really 
familiar with that. I do not want to interrupt you. The only thing 
I am worrying about now is that we have 5 or 6 witnesses more, and 
you have had 40 minutes. 

Mr. Lynn. Well, I would just like to add one more sentence, with 
your permission, sir. 

The CHarrmMan. Go ahead. 

Mr. Lynn. If we are going to demonstrate to the world how democ- 
racy works in America, we have got to keep America prosperous. And 
I think that if we are going to kee »p America prosperous, we have got to 
have a prosperous agriculture. And if agriculture is going to be 
prosperous, we have got to export. 

The CuarrMan. It has been my feeling always that unless the farm- 
ers of this country are prosperous, industry is not prosperous, and 
we have no prosperity inthis country. And the drop in prices of farm 
products has always been a prelude to some form of recession or 
depression. 

Mr. Lynn. Thank you very much, sir. 

The Cuatrman. The next witness is Mr. Ernest Falk, manager, 
Northwest Horticultural Council, Yakima, Wash. 

Mr. Homes. Mr. Chairman, may I say that Mr. Falk is a distin- 
guished citizen of the State of Washington. He is representing before 
this committee very important organizations in the State of Wash- 
ington. His residence is in the city of Yakima. 

We are happy indeed to have you before the committee, Mr. Falk. 


STATEMENT OF ERNEST FALK, APPEARING ON BEHALF OF THE 
NORTHWEST HORTICULTURAL COUNCIL, YAKIMA, WASH. 


Mr. Farx. Thank you, Mr. Chairman and Mr. Holmes. 

Mr. Chairman and members of the committee, I am appearing today 
on behalf of the Northwest Horticultural Council, with offices at 704 
Larson Building, Yakima, Wash. The council is composed of the 
following organizations of fruit growers and shippers in Washington 
and Oregon: Washington State Apple Commission, Winter Pear Con- 
trol Committee, Hood River Traffic Association, Rogue River Valley 
Traffic Association, Wenatchee Valley Traffic Association, Yakima 
Valley Traffic Association 

The member traffic associations are composed of growers, marketers, 
and shippers of deciduous fruits in their respective areas. The council 
represents the growers of practically 100 percent of all apples and 
in excess of 90 percent of all other deciduous fruits grown commer- 
cially in the two States, totaling approximately 9,000 growers. Thou- 
sands of employees are engaged in orchard work, harvesting, and pre- 
paring the fruit for shipment. We appreciate this opportunity to 
present our views with regard to the reciprocal trade program and the 
extension of the Trade Agreements Act. 

Northwest apple and pear growers and shippers carefully and pains- 
takingly developed export outlets prior to World War II. These 
export outlets were an integral and normal part of our program. This 
was not a surplus disposal or dumping program but a normal mar- 
keting activity. Most of these export outlets prefer smaller size fruit 
whereas the domestic consumers prefer large and medium size fruit. 





TRADE AGREEMENTS EXTENSION ACT OF 1953 813 


Thus the export market was complementary to the domestic market, 
since all sizes of fruit grow on the same tree. Consumers in these 
world markets had come to appreciate and demand United States 
apples and pears. Consumer reaction to and demand for the small 
volume of United States fruits shipped to the United Kingdom and 
Europe since World War II demonstrates that there is still a market 
for our fruit even though many European countries have increased 
their production. 

Tables 1, 2, and 3, attached to the statement, show the annual pro- 
sian of apples and the decline in exports. And I believe the 
exhibits themselves are self-explanatory. 

From 1923 through 1938, 13 million bushels of apples were exported 
annually. From 1947 through 1951, 234, million were exported 
annually. Exports during the current season will probably be less 
than 1 million bushels, with practically no shipments to the United 
Kingdom or Europe. Excluding the current year, exports of apples 
since 1947 are about 21 percent of 1923-38. ‘The decline in exports 
to the United Kingdom and Western Europe is even greater whereas 
exports to South and Central America and to the Pacific have been 
more stable through 1951. 

Table 4 shows similar information for pears. The figures thereon 
include both summer and winter pears. If summer pears shipped 
to Canada were excluded, the decline would be even more startling. 
Before 1939, about 44 percent of the winter pear production was 
exported. Since the war export outlets have taken about 10 percent 
of the produc tion. 

The Hn jor portion of the prewar export apples were grown in the 
Northwest. Our Northwest apple e xports dec ‘lined from about 22 per- 
cent of our crop prewar to less than 5 percent since 1947. 

That would indicate, of course, the importance of apple exports 
from the Northwest. But I don’t want to create the impression that 
the Northwest is the only apple-exporting area, because there are 
substantial exports from the Applachian States—Virginia, West 
Virginia, Maryland, and Pennsylvania, and through the New York- 
New England area. And, of course, all of the 36 apple-producing 
States are similarly affected, because, as we are denied these export 
outlets, we must market our export apples in competition with the 
fruit grown in the other apple-producing States. So that, actually, 
all of the apple-producing areas of the United States are interested 
in the export outlet. 

While United States apple exports declined during this period, 
imports of apples from Canada increased from an average of 27,000 
bushels to over 1,750,000 bushels annually. 

With this wide experience in the export field it was natural for 
Oregon and Washington producers to endorse the objectives of the 
reciprocal-trade program. We urged extension of the Trade Agree- 
ments Act when the issue was before prior sessions of the Congress. 

We have become somewhat disillusioned as to the interpretation of 
the principle of reciprocity and impatient with the tolerance of the 
then executive branch of our Government toward the frequent unilat- 
eral and discriminatory actions on the part of countries who entered 
into treaties or agreements with our Government and then immedi- 
ately nullified them by unilateral action. Concessions granted have 
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been nullified by failure or refusal of foreign countries to grant the 
necessary import licenses or the exchange necessary to facilitate the 
purchase of United States apples and pears. 

We are not unmindful of the so-called dollar shortage and the 
reluctance of European countries to expend their limited supply 
of dollars. We are convinced, however, that in many instances the 
so-called dollar shortage has been merely an excuse for protectionist 
policies by foreign governments, at the insistence of their domestic 
producers who are reluctant to compete with our fruit but want to 
preserve the wartime monopoly when United States fruit was not 
available. These producers extended the marketing period for their 
fruit far beyond its normal life, and insisted that their governments 
exclude our fruit, many varieties of which were grown for this export 
trade because of their long-keeping qualities. 

The United Kingdom, France, Bel loium, Holland, Germany, and 
Swe - ‘n Were important purchasers of United States apples and pears 
prior to World War II. All of these countries entered into agree- 
ments W ith us granting some concessions on United States apples and 
pears. ‘Then they proceede «1 to nullify the effect and intent of these 
concessions by refusing import licenses or exchange to implement 
purchase of our fruit. They are reported to have negotiated bilateral 
agreements with each other and with Italy, Spain, Denmark, and 
Palestine for their fruit requirements. 

Most of these countries are feverishly endeavoring to become self- 
suflicient as to apples and pears. With ECA encouragement and as- 
sistance, they have sent missions to the producing areas of our coun- 
try to learn more of our know-how. And we gave them the benefit 
of our knowledge and experience. Is it any wonder that we question 
the spirit behind the concessions granted by these countries in the 
various trade agreements when they refuse to provide reasonable 
entry to their markets for our fruits for which there is a demand? 
And there still is a demand in Europe for our fruit, despite the in- 
creased production. Industry representatives and United States Gov- 
ernment representatives abroad have reported that the market for 
United States apples and pears and other fruits is as great as it was 
prewar. 

We recognize the reasonableness of their affording a measure of pro- 
tection to their domestic growers, especially during the period of the 
normal life of their fruit and if they have adequate supplies, but when 
they permit imports from other countries and refuse equal treatment 
to us, when there is an unsatisfied demand for American fruit in 
their markets, we do feel discriminated against. 

In order to restore these export markets for fresh fruit the artificial 
barriers, obstacles, and restrictions which have been so skillfully 
built against us must be removed. These carriers include so-called 
bonus dollars for which the European importer must pay a high 
premium, refusal to grant import licenses or granting of licenses so 
late in the season that steamship space cannot be, arranged, and re- 
fusal to grant necessary exchange. As international trade has for the 
time being yielded to Government direction, we as an industry cannot 
overcome these obstacles without assistance from our Government. 
This was recognized by the Senate Finance Committee in consid- 
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ering the Trade Agreements Extension Act of 1951, as witnessed by 
the following statement in Report 299, dated April 27, 1951: 

Testimony before the committee as to our perennial fruit crops has indi- 
cated difficulties encountered by exporters of those crops in regaining access 
to the importing countries in Europe which in the past furnished an integral 
and important part of our growers’ markets. Your committee, therefore, feels 
justified in urging the appropriate agencies of this Government to take steps 
under presently available authority and procedures to bring about the restora- 
tion of the foreign markets of these exporters. 

The removal of these obstacles to foreign trade is primarily the 
function of the State Department. Without a fundamental change in 
the economic policy and attitude of the State Department toward the 
export of United States fruit, little or no progress can be made in 
reopening these essential export markets. 

Unfortunately, the urging of the Senate Finance Committee was 
insufficient to impel the then executive branch of the Government into 
action. The Congress has frequently recognized the unique position of 
the perennial horticultural industry, but the urgings and directions 
of the Congress have not been implemented. 

During these years when United States applegrowers have not 
had reasonable access to foreign markets we have been faced with in- 
creased imports of Canadian apples. During the last 5 sersons, more 
than 1,750,000 bushels have been imported annually from Canada— 
almost entirely from British Columbia—whereas, prior to 1939, only 
27,000 bushels were imported annually. There was a large national 
crop in the United States in 1950 and an extremely large one in the 
Northwest. The United States Department of Agriculture purchased 
apples for school-lunch programs under section 32. The purchases 
that season were 2,916,254 boxes. And they also provided an export- 
payment program to help move the crop. Under that program, 2,543,- 
520 boxes were exported. Despite this assistance, more than 1,500,000 
boxes of apples grown, harvested, packed, and stored in Washington 
had to be hauled out into the sagebrush and dumped because there 
was no market. The growers received far below the cost of produc- 
tion for the apples that were sold. While this was going on, 2 million 
bushels of apples were shipped in from Canada. 

Our duty on Canadian apples has been reduced to one-quarter cent 
per pound net weight. The Canadian duty on our applies is three- 
eighths cent per pound gross weight. The United States duty is 11 
cents per box; the Canadian is 18%¢ cents per box except during the 
period from May 20 to July 31 they permit free entry of apples from 
the United States. This allows entry of a very few apples at the end 
of the season and of early summer varieties of the new crop. 

During the 1950 season, when the United States Department of 
Agriculture was buying apples under a section 32 school-lunch pro- 
gram and providing assistance to the export market, and the Cana- 
dians shipped almost 2 million bushels into the United States, the 

sritish Columbia grower had the advantage of the premium on the 

United States dollar over the Canadian, did not have to pay trans- 
portation tax on his shipments—which must be paid on United States 
shipments—and had a lower cost of production. The premium on 
our dollar and the saving on transportation more than offset the 
United States duty. The saving on transportation tax amounts to 
about $25 per car and is still in effect. 
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Also, the Washington grower, right across the border from Britisl 
Columbia, was placed at a disadvantage by the marketing procedure 
in force in British Columbia. All British Columbia apples are sold 
by one sales organization. This monopolistic setup, which would not 
be tolerated in the United States, enables the British Columbia indus 
try to undercut us in any United States market they see fit while 
preserving the Canadian market for themselves—for they can, and re 
portedly did, apply pressure on Canadian jobbers to make sure that 
they do not buy apples from United States sources. 

In all fairness, I should add that since this statement was prepared, 
I have been informed that during the past season one of the large 
New York growers has been permitted access to the Canadian mar 
ket. The Canadian jobber handling the British Columbia apples has 
also handled his fruit. Whether that is a temporary condition for 
this year or whether that evil has been remedied, time alone will tell. 

And now, to add to the discomfiture of the Washington grower, 
who in many instances is also a grower of soft fruits—apricots, 
peaches, prunes, and Bartlett pears—the Canadians enforce seasonal! 
duties against these fruits which effectively close their markets to 
our Northwest growers. Is it any wonder that our growers question 
reciprocal trade? Isn’t it reasonable that we should have the same 
safeguards during seasons of heavy production as our friends north 
of the border, or else we should have the same access to their markets 
that they have to ours. 

For years we have worked to have section 22 strengthened. Secre- 
tary Benson, testifying a" fore the Senate Committee on Agriculture 
and Forestry on April 9 and before the House Agriculture Subcom 
mittee on April 14, acknowledged that section 22 should be strength- 
ened and that it had not been administered in the past in such a 
manner as to meet the problem. We concur with these statements, 
and with his suggestion authorizing “in an emergency, to impose the 
quotas or import “fees within the limits specified by the section, on an 
interim basis pending decision by the Tariff Commission and action 
thereon by the President.” 

Although our experience with reciprocal trade to date has been 
unsatisfactory, we support the extension for 1 year as requested by 
the President with the following qualifications : 

(1) Amendment of section 22 to provide the “interim authority” 
recommended by Secretary Benson. Senator Aiken has introduced a 
bill, S. 1680, which provides for emergency interim action under 


section 22. 


(2) Adoption of section 9 (2) of H. R. 4294. This subsection would 
ao the first sentence of 19 United States Code, section 1352 and 
would make section 336 of the Tariff Act, which authorizes equaliza- 
tion of production costs, applicable to commodities which are the sub- 
ject of trade agreements. We believe it is entirely appropriate the 
production costs be taken into consideration. 

We do not feel qualified to express an opinion on section 15 and ex- 
press none on section 14. 

However, I would like to add, in partial answer to a aauntion raised 
by one of the members of your committee yesterday whether the 
passage of H. R. 4294 would be harmful to agriculture, that Venezuela 
has become an increasingly good customer for our apples, pears, and 
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other fruits within the last few years. The table shows the volume 
of increases. And I understand that Venezuela purchased approxi- 
mately $500 million of products from the United States last season. 
Well, if the opportunity of Venezuela to earn dollars is minimized, 
would be directly reflected in the purchases of United States produc ‘a 
including the fruits with which we are concerned. 

We believe that the extension of the Trade Agreements Act for 1 
year with the amendment to section 22 authorizing emergency action 
on an interim basis will place the administration in a position to act 
so that the discriminatory and unreciprocal actions a have too 
frequently been tolerated by our Government can be corrected, while 
udequate safeguards are provided for domestic producers. If the 
administration is unable or unwilling to properly administer section 
22 and to obtain correction of such discriminatory and unreciproca| 
actions, the Congress can consider next year what stronger measure 
should be taken. 

(The tables attached to Mr. Falk’s statement follow :) 


Apples: United States production, exports as percent of production, year 
beginning July 1 


Total in t 
includes pr 
Production 


Quantity er Quantity 


1,000 bushels ,000 bushels 
1910 139, 91 5 163 
1911 210, 447 369 
1912 225, 029 5. 450 
1913 35, 104 520 
1914 23 f 5 
1915 
1916 
1917 
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1919 
1920 
1921 
1922 
1923 
1924 
1925. . 
1926 
1927 
1928 
1929 
1930 
1931... 
1932 146 
1933 . . | 148 
1934 106 
1935. 140, 398 
1936 OR, 025 
1937..... 153, 169 | 
1938 - . . 105, 718 
Bs wb<tie ac 139, 247 
1940 111, 436 
1941 | 122, 217 
1942 | 126, 707 
1943 7, 310 
1944 | 121, 26¢ 
1945 66, 796 
1946 119, 410 
1947 113, 041 
1948 88, 407 
1949 133, 742 
1950 : 124, 4¢8 
1951... / 110, 660 
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Se 


Source: U. 8S. Department of Agriculture, Office of Foreign Agricultural Relations 
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Apples, fresh: Exports from the United States, by country of destination; aver- 
age, 1925-38; annual, 1949-51 
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United States apples: Fresh 
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irtment f Agr uiture,. 
I assume that the California pear producers experience a great deal 
Central Chile? 
So far 


orn 


The CHatrman. Thank you very much for your statement 
Is that not right ? 


Mr. Faux. 


of competition from Chile. 
In the South American market, that is correct. 
is I know, the Chileans have not exported any to the United States. 


82004 
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The Cuaimrman. They are exporting melons into New York City, 
and they are exporting pears. I have t alked with producers of pears 
in California. They are very much disturbed over the pears coming 
in from there. 

Mr. Fax. I was under the impression that the imports of pears are 
from the Argentine. 

The CHatrrman. Well, there are some from there, too, but also from 
Chile. The central part of Chile is a great spot. They have had a 
man down there equal to Burbank. His name I do not recall. He 
had a great laboratory and a tremendous estate. I do not know 
whether he is still living or not. But he developed peaches there 
almost as large as melons, and he has developed some wonderful 
melons, one of which would serve for a whole banquet. I have seen 
those on the market here. I do not know how far they displace our 
fruit. Your principal competition is coming from Canada, is it not? 

Mr. Fark. On apples, that is correct, Mr. Chairman. 

The CHarMan. We thank you. 

Mr. Fark. Might I add, with respect to the South American fruit, 
that since their seasons are reversed from ours, their pears, their early 
variety of Williams, which is comparable to our Bartletts, start com- 
ing in in the late spring, so that actually there is not too much of an 
overlap. There is some competition, though, as you pointed out, with 
the South Americans and occasionally from Australia. 

The Cramman. I have never had the opportunity to study how far 
they have gone into the canning business down there, as far as peaches, 
apricots, and things of that kind. We are glad to get a paper like 
yours, which presents the story as you see it. 

Mr. Holmes? 

Mr. Hotes. I want to thank you for your statement, Mr. Falk. 

Turning back to the historical market of northwest Europe, you re- 
ferred to for our fruits, I believe it at one time reached the point of 
about 28 percent of our apples from the Northwest, that went to north- 
west Europe; and approximately 44 percent of our pears, 

Mr. Fa.x. That is right, Mr. Holmes. 

Mr. Hoimes. And that northwest European market is extremely 
important. 

Mr. Fax. It is extremely important, yes, and we know they want 
our fruit if they are given an opportunity by their governments to 
get it. 

Mr. Hoimes. Thank you. 

Mr. Chairman, may I ask at this time to insert in the record a state- 
ment by Mr. Walter Hebert of Yakima, Wash., president of the Cherr y 
Growers and Industries Foundation, so that it can immediately follow 
the statement of Mr. Ernest Falk? 

The Cuarrman. Without objection, it is so ordered. 

(The statement refererd to is as follows:) 

CHERRY GROWERS AND INDUSTRIES FOUNDATION, 
Corvallis, Oreg., April 24, 1953. 
Re Hearing on H. R. 4294—Trade Agreements Extension Act. 
COMMITTEE ON WAYS AND MEANS, 
House of Representatives, Washington, D. C. 

GENTLEMEN : The Cherry Growers and Industries Foundation desires to express 
its approval and.support of those provisions of H. R. 4294 which would make 
mandatory the findings and recommendations of the Tariff Commission on peril 
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point and escape clause investigations, would amend the present serious injury 
to the domestic industry criterion for relief from damaging imports, would 
shorten the period of time within which the Tariff Commission must report its 
findings on escape-clause applications, would clarify and specify the types of 
relief which may be afforded in an escape-clause proceeding, would increase to 
seven the membership of the Tariff Commission, would reactivate section 336 
and section 337 of the Tariff Act of 1930 with respect to commodities covered 
by trade agreements, and would expressly include exchange rigging among the 
bounty or subsidy procedures calling for a countervailing duty under section 503 
of the Tariff Act of 1930. These approved provisions constitute sections 3, 4, 5, 
6, 7, 9, 10, 11, and 12 of H. R. 4294. 

The Cherry Growers and Industries Foundation is a trade association of 
growers, shippers, and processors of sweet cherries grown in the United States. 
Its grower membership consists of growers and associations of growers in Cali 
fornia, Oregon, Washington, Idaho, and Michigan. The shipper membership 
represents most of the Pacific coast cherries marketed in fresh iorm. The prot 
essor members include all of the briners in the Pacific Northwest and the larger 
commercial briners in California. Its membership now numbers 14,333. The 
foundation's principal office is located in the food-industries building, Oregon 
state College, Corvallis, Oreg. 

The cherry industry in the United States is vitally interested in this trade 
agreements legislation. It is one of the domestic industries which clearly is de 
pendent upon tariff protection. One of the principal market outlets for domes 
tic cherries exists only by reason of the duties upon foreign cherries. Approxi 
mately one-third of the United States production of sweet cherries, as well as 
substantial quantities of sour or tart cherries, are now brined for manufacture 
of maraschino and glace products. This market is made possible by the duties 
upon foreign brined and maraschino and glace cherries. 

Prior to establishment of tariff protection on brined and finished cherries, 
practically all of such cherries used in the United States came from abroad, 
chiefly Italy and France. It was impossible for the growers and processors of 
domestie cherries to compete with the cheaply produced and cheaply processed 
foreign cherries; there was thus no important commercial cherry brining in 
dustry in the United States prior to 1930. 

The American cherry brining industry developed, however, immediately upon 
establishment of the tariff protection afforded by the Tariff Act of 1930. The 
sweet cherry growers proceeded to build extensive brining plants, and under 
took a vigorous market development program for such cherries. New and im 
proved methods of brining have been developed, and high standards of grade and 
quality accomplished. 

Loss of the present domestic brined cherry markets to foreign producers would 
divert to the fresh and canning markets the large volume of cherries now mar 
keted in brined form. The market for fresh and canned cherries are limited, and 
could not possibly absorb the added supplies which would be thrown upon them 
by diversion of any substantial portion of the cherries now brined, with result 
ant demoralization of all markets, including those for the sour cherries as well 
as the sweet varieties. 

Tariff protection for the brined and finished cherries is thus of great impor 
tance to the cherry growers and processors in the sour-cherry Eastern and Mid 
western States, as well as the sweet cherry growers throughout the United States 

More than 60 percent of the cost of growing and harvesting sweet cherries, 
and approximately 50 percent of the cost of brining and pitting cherries in the 
United States, is cost of labor. The brined cherry industry, therefore, repre 
sents in about equal parts the interests of agricultural producers and of em 
ployed labor. 

It is thus apparent that the American cherry industry necessarily is vitally 
interested in any measure which may affect its competitive position with im 
ported cherries in its own domestic markets. The American producers have no 
export outlets, but are dependent entirely upon the domestic markets. Produc- 
tion of cherries of course cannot quickly be adjusted to meet shifting or tem- 
porary market conditions. A cherry orchard represents a lifetime of work and 
investment. If the grower is forced to abandon or pull the orchard, there neces- 
sarily results a tragic and irreparable loss of time, effort, and capital. 

The Cherry Growers and Industries Foundation has participated actively 
through the years in investigations and hearings under the Trade Agreements 
Act, compiling and presenting data concerning the cherry industry and particu- 
larly the brining of cherries, to the committees for reciprocity information and 
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the Tariff Commission. It presented extended testimony and evidence to the 
United States Tariff Commission last year in connection with the escape-clause 
proceeding on glace cherries instituted by the American manufacturers of glace 
cherries under section 7 of the Trade Agreements Extension Act of 1951. This 
organization therefore has had experience with the administration and opera- 
tion of the trade-agreements program under present and preceding legislation. 
Its efforts to represent and protect the interests of the American cherry industry 
in this tariff field have, of course, included a careful observation and study of 
the administration, operation, and effects of such legislation. 

The “serious injury to domestic industry” criterion.—It has been our observa- 
tion and experience that the present basic criterion for protection under the 
peril-point provision, and for relief under the escape-clause provision, of the 
trade-agreements legislation—“serious injury to the domestic industry producing 
like or directly competitive articles’—is inadequate and ineffective to accom- 
plish the obvious purpose of the Congress. There has been no definition or clear 
indication in the trade-agreements legislation of what is intended to be included 
in this term “domestic industry.” The Tariff Commission has interpreted this 
clause very narrowly. In the glace-cherry proceeding above referred to, for 
instance, the Tariff Commission, by a 3 to 2 vote, held that “the domestic indus- 
try producing glace cherries cannot properly be considered as including the 
cherry growers or the primary processors of domestic cherries who put up sul- 
fured cherries” (“sulfured” cherries are the raw material for the glace cher- 
ries). This meant that the Commission limited its consideration of whether 
or not the glace cherry imports were causing or threatening “serious injury to 
the domestic industry” to the effects upon the 20 to 25 domestic concerns pro- 
ducing glace cherries in the United States. The effects upon the thousands of 
sweet cherry growers, and the hundreds of handlers and briners, who supply 
the raw material (brined or “sulfured” cherries) used by these relatively few 
glace manufacturers, and who are dependent upon that market for their cherries, 
was thus considered by the Commission to be immaterial and beyond the scope 
of its investigation under the present Reciprocal Trade Agreements Act. The 
effects of the imports upon the many thousands of men and women employed in 
the production, handling, and processing of brined cherries likewise were thus 
considered by the Commission to be beyond the scope of its consideration. 

We submit that such a result is unconscionable and unwarranted, and certainly 
should not be the policy of the Congress. We understand that the purpose of the 
amendments of section 3 (a), 6, and 7 of the Trade Agreements Extension Act of 
1951 which would be accomplished by sections 3, 5, and 6 of H. R. 4294 is to rectify 
just such a situation whereby the language in the present statute has been so 
construed and so applied as to prevent consideration, in peril point and escape 
clause proceedings, of the effects of imports upon, and the interests of, by far the 
largest groups of American people involved. The proposed new language in this 
amendment—‘“unemployment of or injury to American workers, miners, farmers, 
or producers”—applied literally, is very broad, and perhaps should be qualified 
so that the standard to be applied by the Tariff Commission would involve some- 
thing more than mere trivial effects. The basic purpose of this amendment, how- 
ever, in our judgment is entirely sound and justified and in fact must be accom- 
plished if the provisions of the Trade Agreements Act which are intended to pro- 
tect domestic industries are to be of any real and substantial value. 

We therefore strongly urge that the Trade Agreements Act be amended by 
substituting for its present language “serious injury to the domestic industry” 
such language as will clearly include in the scope of the Tariff Commission’s 
investigation and findings for “peril point” and “escape clause” purposes, the 
extent of unemployment of or injury to American workers, miners, farmers, or 
producers, who are engaged in producing articles like or competitive to the 
imports under consideration. 

The need for protection against “impairment of the national security,” as 
would be afforded under the amendment set forth in section 3 and subsequent 
sections of H. R. 4294, would seem to be of obvious merit and importance. 

Vaking Tariff Commission’s findings mandatory.—We éndorse the provisions 
of H. R. 4294 which would make the Tariff Commission’s findings and determina- 
tions in peril point and escape clause proceedings mandatory upon the President. 
If the basic principle and purpose of the peril point and escape clause provisions is 
sound, whereby they are to protect domestic American industries against removal 
of tariff protection essential to the well-being of those industries, then there 
would seem to be no proper basis for continuing the present authority of the 
President to disregard or veto the factual determinations of the expert Tariff 
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Commission arrived at after thorough investigation, including public hearing, and 
competent consideration. It is elementary, of course, that the regulation of 
imports is the constitutional function and responsibility of the Congress. We 
respectfully submit that the Congress should not delegate or attempt to shirk this 
basic responsibility. We respectfully submit, further, that the executive branch 
of the Government should not be reluctant to relinquish its present arbitrary and 
unlimited statutory privilege of nullifying the findings of the Tariff Commission 
in this field. The present necessity for the President to review and accept or 
reject the determinations of the Tariff Commission with respect to trade agree 
ments matters obviously is a source of substantial embarrassment to the execu 
tive branch. It also confronts the domestic industries which establish their case 
for relief before the Tariff Commission, with the frustrating dilemma of possible 
Presidential action entirely adverse to the factual determinations of the Com 
mission and perhaps based upon considerations entirely beyond any practical 
opportunity or even possibility of industry representation. The entire peril-point 
and escape-clause mechanism at the Tariff Commission level tends to become 
farcical so long as the President may arbitrarily and for reasons entirely foreign 
to the purposes of the peril point and escape clause provisions nullify or disregard 
the Commission’s findings. 

Reduction of time for Commission action We heartily concur in the proposed 

sec. 6 (a) of H. R. 4294) that the time limit for Commission action in escape 

ause proceedings be shortened from 1 year to 6 months. The Tariff Com 
mission, properly staffed, should have no difficulty completing the investigations 

nd determinations required by the escape clause procedure well within a 6 
nonth period. A longer delay in its determinations may cause substantial and 
irreparable injury to the petitioning domestic industry Domestic growers may 
ose their entire year’s crops, processing and manufacturing plants may be closed 
and the resultant unemployed labor force be caused to scatter in search of other 
employment, and the results of years of market promotion and development may 
be lost, because of excessive imports during the year while the Tariff Commission 
is pondering the escape clause petition. 

Unfortunately the Tariff Commission for some reason bas been inclined to 
utilize the full permissive year in ruling upon escape clause petitions. In the 
glace cherry proceeding, the escape clause petition was filed by the glace cherry 
manufacturers on October 31, 1951, public hearing was held by the Commission 
on Mareh 10 and 11, 1952, and the Commission’s report was not issued until 
October 17, 1952. 


Elements of Tariff Commissions findings.—The provisions of section 6 (c) of 
H. R. 4294, which would require the Tariff Commission to cover certain specific 
matters in its findings, would clarify, extend, and improve the provisions of the 
present section 7 of the Trade Agreements Extension Act of 1951. This would 
definitely establish the types and extent of relief which could be afforded under 
the act. 


Section 6 (d) of H. R. 4294 is necessary in order to make clear that the factors 
now specified in section 7 (b) of the act, such as downward trend of production, 
employment, prices, etc., shall constitute evidence of injury. Without such 
amendment there is no assurance that members of the Tariff Commission will 
apply those factors as indicating injury. 

The proposed amendment of section 7 (c) of the 1951 act whereby the Presi 
dent would be required to put into effect the Tariff Commission's findings within 
30 days is desirable for the same reasons as apply to shortening the time limi- 
tation for action by the Tariff Commission. Thirty days certainly should be 
sufficient time for the President to act, especially if the Tariff Commission’s de- 
terminations are mandatory. 

Proposed amendments of section 22 of AAA.—The cherry industry has never 
been the beneficiary of any Government subsidy, diversion or school-lunch pro 
gram nor has it operated under any marketing agreement program. It therefore 
is not now eligible for section 22 relief applicable to industries operating under 
Government support programs. The proposed amendments of section 22 there 
fore are not of direct and immediate concern to the cherry industry. We 
nevertheless wish to observe that section 22 clearly has not been administered, 
nor has it operated, as the Congress must have intended. It has not protected 
industries which have operated under marketing agreement or other Government 
programs against the imports which those very programs have encouraged. We 
believe that the proposed amendments of section 22 would tend to rectify this 
unsatisfactory situation, and thus to protect and broaden the effectiveness of 
the Government’s agricultural assistance programs in general. 
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It is pertinent here to note recent statements by administration spokesmen 
that section 22 relief in the form of import quotas and tariff increases must 
be available to protect Government agricultural assistance programs against 
excessive imports. There should be no less concern for adequate tariff protec- 
tion of those industries, such as the cherry industry, which contrive to operate 
without recourse to Government support programs. 

Reinstatement of sections 386 and 337 of Tariff Act of 1930.—We heartily en- 
dorse the provisions of sections 9 and 10 of H. R. 4294 which would reinstate, 
as to commodities covered by trade agreements, the provisions of sections 336 
and 337 of the Tariff Act of 1930, and would amend those sections. The cherry 
industry is particularly needful of a Tariff Commission investigation of the 
differences in the cost of production of cherries here and abroad, so that any 
appropriate equalization of costs of production through modification of rates 
of duty may be accomplished. The industry itself has made sincere efforts from 
time to time to obtain cost data from abroad, but its determinations necessarily 
lack the scope and authoritativeness of Tariff Commission determinations under 
section 336. We fail to see any proper basis for denying this type of relief, and 
relief under section 337 against unfair practices in the import trade, simply 
hecause the commodity is covered by trade agreements. Removal of the present 
freeze on section 336 and section 337 procedures would be consistent, we submit, 
with the entire rationale and purposes of the peril point and escape clause pro- 
visions of the act. 

Countervailing and antidumping duties.—We likewise heartily endorse sec- 
tions 11 and 12 of H. R. 4294, which would revitalize and make effective section 
303 of the Tariff Act of 1930, for countervailing duties, and section 201 of the 
Anti-Dumping Act of 1921, These amendments are highly desirable in order to 
forestall any device of exchange rate manipulation by which foreign countries may 
seek to evade our protective duty rates. Cherries are among the commodities for 
which these special protective duties may be required at any time. 

Increase of Commission.—Increase of the Tariff Commission membership to 
seven, as would be accomplished by section 14 of H. R. 4294, we believe to be 
highly desirable. A commission of even number may, of course, divide evenly on 
peril point and escape-clause issues as well as other matters, with the result 
that the relief petitioned for by the domestic industry would be denied. We 
believe that issues of such importance to the domestic economy should be re- 
solved to ultimate decision. Increase of the number of commissioners would 
tend toward this desirable end. Furthermore, increase of the number of com- 
missioners would be a natural concomitant of the proposed increased responsi- 
bilities of the Tariff Commission and especially the proposed more exacting time 
limitations upon Commission action. 

This statement is submitted in accordance with directions of this foundation's 
board of trustees, and we respectfully request that it be included in the record of 
your committee hearing upon H. R. 4294. 

Respectfully, 
CHERRY Growers & INDUSTRIES FOUNDATION 
By Watrer Hesert, President, 
Yakima, Wash. 


The Cuarrman. The next witness is Mr. John Breckenridge, on 
behalf of the Northwest Nut Growers of Portland, Oreg., the Cali- 
fornia Almond Growers Exchange of Sacramento, Calif., the Cali- 
fornia Walnut Growers Association of Los Angeles, and the Sunkist 
Growers of Los Angeles. 

Mr. Brecktnripce. You may proceed. 


STATEMENT OF JOHN BRECKINRIDGE, ATTORNEY, APPEARING ON 
BEHALF OF THE CITRUS FRUIT AND TREE NUT INDUSTRIES OF 
THE WEST COAST 


My name is John Breckenridge. I am an attorney with the law 
firm of Pope, Ballard & Loos here in Washington, D. C. I appear 
here today on behalf of the citrus fruit and tree nut industries of the 
west coast, consisting of Sunkist Growers, Inc., Los Angeles, Calif.; 
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California Walnut Growers Association, Los Angeles, Calif.; Cali- 
fornia Almond Growers Exchange, Sacramento, Calif.; Northwest 
Nut Growers, Portland, Oreg.; Oregon Filbert Commission, Port- 
land, Oreg. With the exception of the Oregon Filbert Commission, 
all of these organizations are farmer-owned cooperatives marketing 
citrus fruits, walnuts, almonds, and filberts grown in the west coast 
States of Arizona, California, Oregon, and Washington. The Oregon 
Filbert Commission is a Commission created by ‘the Oregon Legis- 
lature to improve and develop the filbert industry and specifically to 
deal with the import problem. 

Representatives of each of these organizations had originally in- 
tended and were scheduled to appear and testify personally before 
this committee in support of the Simpson bill (H. R. 4294) but sub- 
sequent developments made it impossible for them to be in Wash- 
ington today. Consequently, they asked that I make a statement for 
them asa group. 

We favor passage of the Simpson bill substantially as it is with 
certain strengthening modifications of sections 7 and 8 dealing 
with agricultural commodities and their corollary in sections 11 and 
12 which are necessar y to prevent foreign circumvention of any granted 
relief by means of subsidizing or dumping exports in the U nited States 
mar ket. 

We fully recognize the need of agriculture and industry for export 
markets. We ourselves have exportable surpluses, and we want to 
export as much as possible. However, a stable domestic market is 
most important, and we do not feel that we or others should expect 
to increase exports at the expense of excessive and unnecessary im- 
ports of competitive products produced by our fellow Americans. 
We feel that increased import injury to our fellow American pro- 
ducers will injure our domestic market more than we would gain from 
increased exports we might gain from the increased dollars made 
available abroad by injurious imports of other commodities. We do 
do not feel that excessive imports of our commodities or others should 
be encouraged in order to subsidize a war rate of exports of cotton, 
wheat, or automotive products. Such a rate of exports we consider to 
be uneconomic in the peaceful or more normal times we hope for. 

Since these organizations all produce and market agricultural com- 
modities and products thereof they are particularly interested in sec- 
tions 7 and 8 of the bill. These two sections deal with section 22 of 
the Agricultural Adjustment Act which provides for import restric- 
tions when imports tend to interfere with a price support, market- 
ing agreement, or other agricultural programs and section 8 (a) 
of the Trade Agreements Extension Act of 1951, which provides for 
prompt emergency action by the Tariff Commission and the Presi- 
dent under section 22 or the escape clause with respect to perishable 
agricultural commodities. Both of these provisions are already in 
existing law and sections 7 and 8 of the Simpson bill make no sub- 
stantive change therein—it makes only procedural changes. 

Section 7 merely changes the procedure with respect to emergency 
treatment of perishable agricultural commodities by authorizing pro- 
ducers to file an a plication for investigation directly with the Tariff 
Commission in a to expedite the consideration and findings by the 
Tariff Commission. 





$26 TRADE AGREEMENTS EXTENSION ACT OF 1953 


Section 8 also makes no substantive change in the present law. It 
merely makes the findings of the Tariff Commission under section 22 
investigations final and binding in accordance with the other provi- 
sions of the Simpson bill making the peril-point and escape-clause 
findings of the Commission final and binding. 

In view of the ineffective manner in which section 22 and the emer- 
gency provisions for perishable agricultural commodities have been 
administered, and the circuitous and cumbersome procedure fixed in 
present law, and in view of the interminable delays accompanying any 
action with respect to these provisions, we feel that sections 7 and 8 
in the S:‘mpson bill do not go far enough in streamlining the procedure 
or in strengthening the substantive provisions to mi ake them effective. 

We feel that the substantive provisions of section 22 should be 
clarified and strengthened along the lines suggested to this committee 
today by Congressman Andresen, whose subcommittee of the House 
Committee on Agriculture has conducted an exhaustive study of sec- 
tion 22. The circuitous, time-consuming procedure in section 22 in- 
vestigations is prescribed by law. It cannot be corrected adminis- 
tratively—it must be done by legislation. 

We also feel that section 22 should be administered by the Depart- 
ment of Agriculture as has been proposed by Congressman Ellsworth, 
of Oregon, in his bill, H. R. 4204. We would urge that the provisions 
of Congressman Ellsworth’s bill transferring the administration of 
section 22 from the Tariff Commission to the Department of Agricul- 
ture be incor porated in section 8 of the Simpson bill. 

Section 22 should be administered by the Secretary of Agriculture 
because it is an integral part of any price-support program or any 
other agricultural program such as production quotas or marketing 
agreements placing quotas on the quantity of American production 
that can be marketed. The Secretary of Agriculture has final author- 
ity and administers these price-support programs dealing with the 
American ke These programs obviously cannot be effective 
unless the Secretary has parallel authority to act simultaneously in 
connection with the import supply. Dealing with only one source of 
the supply in the domestic market tends to artificially affect the import 
portion of the supply and to create conditions defe: iting the very pur- 
pose of such price-support and marketing programs. In order to 
properly administer price supports and production and marketing 
quotas, we feel that the Secretary of Agriculture must have parallel 
authority over both the domestic and import supply. A bill similar 
to the Ellsworth bill has been unanimously approved by the Senate 
Agriculture Committee and has been twice passed by the Senate, but 
on both occasions it was dropped in conference with the House. Such 
a bill has never been considered in the House. We hope this com- 
mittee and the House will adopt it as a part of the Simpson bill. 

However, Secretary of Agriculture Benson has stated before the 
Senate Agriculture Committee that he does not desire to administer 
section 22. If the committee follows the suggestion of Secretary 
Benson and leaves the administration of section 22 in the Tariff Com- 
mission, we feel very strongly that the committee should revise the 
existing procedure under section 22 so as to eliminate the necessity for 
a preliminary investigation in the Department of Agriculture and 
the necessity of having an investigation by the Tariff Commission 
ordered by the Pr esident, which necessar ily entails review by the State 
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Department and other Government agencies with consequent long 
delays. If the committee leaves the matter of whether agricultural 
producers are entitled to an investigation under section 22—their day 
in court—in the hands of the President, who cannot possibly hi indle 
all of these matters, it is, in effect, leaving the question in the hands 
of the State Department. That may frequently, as it has in the past, 
prevent interested agricultural produce ers even obtaining their day 
in court. Under the present law, it is impossible for the Tariff Com- 
mission to institute an investigation under section 22 on application 
of interested American producers, or even on its own motion. It must 
await direction of the Presidaie, which means the State Department 
as a practical matter. 

If the Secretary of Agriculture does not feel that the Department 
»f Agriculture should administer section 22, and this committee agrees 
with him, then we feel that the administration of section 22 should be 
placed entirely in the Tariff Commission and that the law should re- 
quire that the Tariff Commission make an investigation and findings 
upon the application of any interested party. Section 7 of the Simpson 
bill provides such procedure with respect to perishable agricultural 
commodities and we feel that the same procedure should be followed 
for all agricultural commodities. Such a procedure would not give 
rise to numerous frivolous applications for investigation because we 
are confident that the Tariff Commission could and would promptly 
make an unfavorable report of its investigation if the Secretary of 
Agriculture testified or communicated to the Tariff Commission that 
there was no program in effect with respect to the agricultural com- 
modity involved or that he considered the application frivolous and 
without any merit. 

Section 7 of the Simpson bill with respect to perishable agricultural 
commodities provides that the Secretary of Agriculture can terminate 
an investigation by the Tariff Commission within 15 ds ays of the filing 
of the application by certifying to the Tariff Commission that the 
application is frivolous and unwarranted. A similar provision could 
be made in the law with respect to applications for investigation deal- 
ing with nonperishable agricultural commodities. The amendment 
proposed by Congressman Andresen does this. 

Such proc edure for administration by the Tariff Commission would 
be consistent and parallel with the similar procedure now provided by 
existing law in the case of escape clause, section 336, section 337, and 
other investigations.. Any of these investigations can be initiated by 
application of any interested party or by the Tariff Commission on 
its own motion. 

The current administration itself, through Secretary of Agriculture 
Benson, has urged a strengthening of section 22 and a streamlining of 
its procedure in order to make it effective and the relief timely when 
justified. In his statement before the Senate Agriculture Committee 
on April 9, 1953, Secretary Benson said: 


LEGISLATIVE REMEDIES FOR EXCESSIVE IMPORTS ATTRACTED BY PRICE SUPPORTS 


In recognition of the fact that a stimulation of imports can impose an intoler- 
able burden on a price-support program, the Congress enacted section 22 of the 
Agricultural Adjustment Act. This section provides for the imposition of im- 
port quotas or import fees whenever imports of any agricultural commodity 
or product thereof render or tend to render ineffective or materially interfere 
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with any price support or marketing order (and cetain other) program. This 
is permanent legislation. 
* * > * * * * 

Although section 22 was originally enacted in 1985, it was very little used. It 
calls for investigations by the Tariff Commission after recommendation by the 
Secretary of Agriculture. Only 5 such investigations have been instituted in the 
past 17 years. Experience has shown that these investigations are long drawn 
out and this procedure has proved to be wholly ineffective to meet the problem. 

* * * * * * * 

Because of the failure of the executive branch to use section 22 in such a man- 
ner as to achieve the objectives of its enactment, Congress enacted section 104 of 
the Defense Production Act. This section applies only to certain fats and oils, 
butter, cheese, and other dairy products, peanuts and rice and rice products. 

* * * + * * * 
A strengthened section 22 

We feel strongly that Congress intended section 22 to be used, and used 
effectively whenever necessary to protect price-support and other programs. The 
statutory history clearly so indicates. I am sure that some effective means of 
controlling imports of agricultural commodities and products is absolutely essen- 
tial to the success of many of this Department’s programs. If commodities 
which are susceptible to import competition are supported in price or if market- 
ing is limited by marketing orders, marketing quotas, or the like, the quantity 
of the domestic product withdrawn from the market, in absence of such controls, 
will simply be replaced by imports of like competitive products from abroad. 
Such imports impair or destroy the effectiveness of the Department’s programs 
and prevent American growers from deriving the benefits the programs are 
designed to afford them. With increasing competition appearing from abroad 
and with increasing surpluses developing in this country, the future success of 
many of our programs is largely dependent upon the existence of adequate 
machinery for import controls and its prompt and effective utilization in all 
proper cases. 

* * - * + * * 

Section 22 can and should be strengthened to meet this need. The President’s 
authority under section 22 covers all agricultural commodities, and products 
thereof, for which the Department of Agriculture has a program. Moreover, 
it is embodied in permanent legislation. The problem is not a temporary one; 
it will be with us as long as we have any programs that keep our domestic 
prices above the world level. [Emphasis supplied.] 

Sections 11 and 12 of the Simpson bill we feel are absolutely essen- 
tial in order to avoid foreign circumvention of any import fees that 
might be imposed under the provisions of section 22. These sections 
of the Simpson bill clarify the countervailing duty statute (sec. 303 of 
the Tariff Act of 1930) and the Antidumping Act of 1921 respectively. 
The administration has completely ignored these statutes which were 
designed to prevent foreign countries from circumventing our tar- 
iffs through export subsidies or by dumping commodities in the 
United States market at prices lower than their home market value. 
Our experience in specific cases under these two provisions of the exist- 
ing law and the manner in which the administration has ignored them 
is related in more detail hereinafter. 

It is doubtful that one could find a more gross example of the execu- 
tive branch ignoring the law or a more shocking example of the star 
chamber proceedings than will be found in the manner in which the 
Treasury Department has failed and refused to administer these two 
provisions of law in the past. Unless the clarifying provisions of the 
Simpson bill, in sections 11 and 12, are adopted, any import restric- 
tions which might be imposed under section 22 or under the escape 
clause in the form of import fees or increased tariffs could and prob- 
ably would be immediately circumvented by foreign countries through 
the granting of direct export subsidies, exchange manipulation or the 
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mere dumping of products in the American market by an amount 
equal to the import fee. 

lor example, in the case of almonds, after a long drawn-out pro- 

cedure extending over several years the President has imposed an im- 
port fee of 5 cents per pound on imports of almonds under section 22. 
However, Spain has substantially nullified this action under section 
22 by the use of multiple exchange rates and other currency manipula- 
tions designed to artificially encourage the export of almonds to the 
United States. Other countries such as Turkey and Italy have taken 
similar action with respect to exports of tree nuts to the United States. 

These facts have been repeatedly and forcefully brought to the at- 
tention of the Treasury Department by the almond indus try and by 
ts representatives in Congress, yet the Treasury Department has 
consistently refused to take any action imposing either a counter- 
vailing duty or a dumping duty. 

We feel that the clarification of these statutes must go hand in hand 
with any clarification of section 22 or other provisions in the Simpson 
bill which provide for relief in the form of an increased tariff when 
needed. Otherwise, foreign countries can quickly nullify any relief 
with immunity by merely granting subsidies on exports, by manipulat- 
ing their currency, or by dumping in the American market to such 
extent as the relief obtehind may result in an increase in the tariff 
or an import fee under section 22. 

Section 12 of the Simpson bill removes the test of injury from the 
Antidumping Act. In the event the committee should not adopt this 
provision, we feel that the investigation to determine whether dumped 
imports are likely to cause injury to American producers should be 
conducted by the Tariff Commission under the same statutory rules 
of procedure and criteria of injury as in the case escape-clause in- 
vestigations involving the question of injury to American producers. 
The Tariff Commission has so recommended in its analysis of the so 
called customs simplification bill which was before this committee at 
the last session of Congress. 

The necessity for some form of effective, timely and mandatory im- 
port control on agricultural commodities and products thereof, to 
gether with effective provisions to prevent foreign circumvention 
thereof, is illustrated by the fact that none of the existing remedies 
provided in law have proven timely or effective when relief is really 
needed. Even in the very few cases where relief has been granted 
foreign countries have been able to successfully circumvent and nullify 
it through dumping practices or export subsidies granted through 
exchange manipulation. 

The great purchasing power of the people of the United States acts 
like a magnet to pull the products of other countries to our markets 
even though in many cases we already have sufficient or excess supplies 
of the same goods. This is particularly true of agricultural products 
with their various price-support programs. In such situations import 
controls are necessary not only to protect our own markets against the 
demoralizing effect of a flood of low-cost imports added to an already 
burdensome surplus but also to channel the foreign products into 
other countries where shortages in such goods already exist and where 
they are really needed. 

In addition we wish to point out why new legislation is needed on 
the subject and why existing remedies contained in the statutes are 
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inadequate. This can best be done by a brief review and analysis 
of existing laws and their administration. 


SECTION 


Section 22 of the Agricultural Adjustment Act, as amended (7 
U.S. C. 624), authorizes imposition of quotas or import fees when- 
ever the President finds, on the basis of an investigation and report 
by the Tariff Commission, that any articles are being or are prac- 
tically certain to be imported into the United States under such con- 
ditions and in sufficient quantities as to render or tend to render 
ineffective or materially interfere with any program or operation 
undertaken under the Marketing Agreements Act, the Soil Conserva- 
tion Act, section 32 assistance or loan, purchase, or other programs. 
On its face this would appear to be a procedure that ought to afford 
effective relief. However, in practice and as administered during 
the 18 years since its enactment, this statutory provision has been 
W holly ineffective to meet the problem. 

In the first place, it does not apply unless there is a Federal program 
in existence. There are frequently situations in which excessive 
imports are the sole cause of distress to a domestic agricultural com- 
modity and there is no occasion for a domestic support or assistance 
program, except for the sole purpose of limiting imports. Also there 
are occasions, like figs, for example, when the control program is 
operated under the authority of a State law rather than the Federal 
law. In such instances, although the State program has exactly the 
same objectives as a Federal program would have, the commodity is 
not eligible to section 22 relief because the program is not operated 
under one of the Federal laws referred to in section 22. 

Furthermore there is frequently much controversy as to whether 

Federal program is in existence. For example, under section 32 
(7 U.S. C. 612c), the Department of Agriculture may conduct pro- 
grams for the purchase of commodities in surplus or may make benefit 
payments to encotirage their exportation or diversion into other than 
normal trade channels. It is the position of the Department of Agri- 
culture, when programs of this character are conducted from time 
to time over a period of years, that there is a continuing program in 
effect and that relief under section 22 should be accorded whenever 
imports become excessive. The Tariff Commission, however, appar- 
ently takes the position that, unless immediate purchases on benefit 
payments are presently authorized and in effect, no Federal program 
is In existence. Thus the Government may spend substantial sums 
of money to purchase a surplus that has been occasioned by excessive 
imports ‘and then as soon as the purchase has been completed, author- 
ity no longer exists to control imports; whereupon further excessive 
imports come in and require another purchase or diversion program 
under section 32. Such a result is absurb, of course; but that appears 
to be the way in which this law is being interpreted and administered 

In the second place when a commodity is under’a program that the 
Tariff Commission considers as being in effect, relief under section 
22 is accorded only after long and expensive proceedings and the relief 
is granted only grudgingly and reluctantly if at all. “In the 18 years 
since the enactment of section 22 there have been only five proceedings 
that have progressed to the stage of a Commission instituted investi- 
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vation. All other efforts to obtain relief under this section 22 have 
failed to get over the hurdle of preliminary investigation and the 
required direction by the President to the Tariff Commission to insti 
tute an Investigation. 


In those cases that have progressed to the investigation stage, relief 
has come only after long delays and usually it is inadequate. Long 
staple cotton is an excellent example of the failure of this type of 
procedure. Although section 22 quotas have been authorized, they 
have been so liberal and they have been so frequently enlarged, that 
the domestic long-staple cotton production has been virtually de 
stroyed. As a result this country has been faced with the necessity 
recently of acquiring foreign-produced long-staple cotton (an essen 
tial in war production) at exorbitant prices. 

The long time required to obtain relief, even in the rare cases it 
has been granted, may be illustrated by the tree-nut investigation 
which is investigation No. 4 of the Tariff Commission under section 
22. Applications for relief under section 22 were filed by some of 
the tree-nut groups in November 1938 and March 1940. Investiga 
tions were never instituted pursuant to those applications. Follow 
ing excessive imports of various tree nuts in the postwar period, the 
| rincipal growers, processors, and distributors of American tree nuts 
filed an application with the Secretary of Agriculture on Septembe1 
10, 1948, requesting a preliminary investigation concerning the effect 
of imported tree nuts on the various Government programs adminis 


tered by the Secretary of Agriculture, and a recommendation that the 


1), ft ] ’ y ’ ] 
President cause the Tariff Commission to make an ves 


report as provided ror in section 2y. It was ne 


later, Januar) JOU, that the Secretary of Agr 


; heft to be 

sat that time, although such relef 

By the spring of 1951 it was 
again in trouble by’ reason of large imports, but the Commi 
could not be induced to hold further hearings at that ie and it was 
not until the fall of 1951 that hearings were held. 
were first set for September 5 but at the request of the importers were 
postponed until September 12. Also at the request of importers and 
over the protest of the American producers, the time for filing briefs 
Was delayed until October 5. The Commission did not issue its report 
until November 28, 1951. The President then issued a proclamation 
on December 10, 1951, establishing an import fee of 10 cents on 
imports of almonds in excess of a quota of 4,500,000 pounds. 

All this delay occurred notwithstanding the fact that the statute 
directs that investigations under section 22 shall be given precedence. 
Domestic producers were forced to price their almonds on the basis 
of low world prices because no import controls were imposed at the 
time the major sales for the year took place and thus the primary ad- 
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vantage of relief under section 22 of maintaining a reasonable price 
to growers was not made effective even when granted—too little and 
too late. The almond industry is still suffering from the excessive 
imports of recent years. 

In the third place, if a commodity is successful after prolonged 
agony in obtaining some form of import restriction, the State De- 
partment apparently considers it to be its prerogative to promise the 
foreign producers that the amen control will be discontinued. On 
April 16, for example, the Secretary of State announced an exchange 
of memoranda with Italy on trade policy. The following day the 
Italian newspapers headlined that Washington will oppose any fur- 
ther restriction on imports of almonds and other commodities from 
Italy to the United States. There is attached a photostat copy of an 
article in the Italian newspaper I] Globo of April 17, 1952. The 
committee may be interested in having a translation of this article 
from some source outside the State Department so as to compare the 
Italian version of the Secretary’s promises with the announcements 
made in English at the State Department in Washington. 

Not only in connection with the Italian exchange ‘but also in notes 
to Great Britain and Belgium, the State Department expressed con- 
cern at the growing number of American industries that are seeking 
relief from excessive imports. So here we have the strange spectacle 

of the Secretary of State, instead of defending an order issued by the 
P resident imposing import controls on almonds, advising the Italian 
Government that he is concerned about the growing demands of 
American producers for some reasonable regulation of imports and 


strongly intimating that the influence of the State Department will 
be opposed to the continuation of any such controls as may now exist. 
The fig case and many other cases could be cited. 


ESCAPE CLAUSE PROCEDURE 


re. 7 of the Trade Agreements Extension Act of 1951 (19 
U. S. C. 1364) provides a procedure for escaping the adverse conse- 
quences of injudicious reductions in customs duties made under the 
so-called Reciprocal Trade Agreements program. The escape clause 
authorizes relief in the form of restoration of the reduced duty or 
imposition of quotas. Prior to the enactment of the Trade Agreements 
Act of 1951, approved June 16, 1951, escape clauses had been inserted 
in some of the trade agreements beginning in 1943. Here again sub- 
stantial delay is occasioned by the required investigation and other 
procedures under this clause. The statute gives the Commission a 
year in whic h to make its report, except that section 8 of the same act 
(19 U.S. C. 1364) authorizes emergency action with respect to certain 
agricultural commodities, which, however, the administration has 
never used. 

Since the enactment of the Trade Agreements Extension Act of 
1951, many applications under the escape clause have been filed. 
Others had been filed earlier. Only in the case of certain fur-felt 
hats and hatters’ fur and in the case of figs has any relief been ac- 
corded. Most applications have been investigated by the Tariff Com- 
mission for a year and then rejected. Again, most of the cases where 
the Commission has recommended relief have been turned down by 
the President (garlic, watches, and briar pipes). 
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In referring to the length of time consumed in escape clause and 
section 22 proceedings, it is not intended to suggest that the Tariff 
Commission is responsible for all the delays. The statute requires the 
holding of hearings with reasonable public notice thereof; the type 
of procedure contempl: ated by the statute is necessarily time consum- 
ing. Furthermore, the Tariff Commission has had substantial addi- 
tional duties imposed upon it since 1951; but there has been no increase 
n staff or appropriations to take care of these additional duties. In 

fact, considering the increases directed in salaries, the Commission’s 
\ppropriation has been substantially decreased below what it was 
prior to the advent of the increased luties. 

Here again there is the strange spectacle of the Secretary of State 
wielding his influence against the accomplishment of the objectives 
of the statute. In response to a note from Great Britain complaining 
igainst a “most disturbing increase” in the number of applications 
filed by American producers under the escape clause, the State Depart- 
ment has indicated that it shared the concern at the growing number 
of American industries seeking such relief. Many other countries 
have made like representations. In responding to them, the State 
Department, instead of defending the statutes of the United States 
and the procedure thereunder, c omplains of an unfortunate trend and 
warns against any tariff restoration. When it is considered that 
thousands of tariff items have been reduced in so-called reciprocal 
trade agreement negotiations extending over periods of a few months, 
it is indeed strange to suggest that loose standards are being applied 
in the escape-clause procedure involving public notice, hearings, inves- 
tigation, and report dealing with a single tariff item over per iods even 


longer than that in which thousands of items were similarly reduced. 


ANTIDUMPING ACT 


The Antidumping Act of 1921 (19 U. S. C. 160-173) authorizes the 
imposition of additional duties in an amount equal to the difference 
between the foreign market value and the purchase price or exporters 
sales price on goods shipped to the United States. This remedy may 
be invoked whenever it is believed or suspected from the invoice or 
other information presented, that the purchase price (or exporters 
sales price) is less or likely to be less than the foreign market value. 
The duty of making such a determination is imposed by the statute, 
in the first instance, upon the appraiser or person acting as appraiser. 

Of course this remedy applies only when there is actual dum Ing 
or a situation which may be expected to result in dumping. Otten. 
times heavy imports will cause serious damage to a product already in 
surplus supply, even though there is no dumping : actual or anticipated. 
But even in the cases where there is dumping, the relief which Con- 
gress intended to be afforded by this statute is being denied by an 
administrative policy which i in effect repeals the statute. 

It appears that the sepa (referred to in the statute) are no 
longer authorized to perform any functions under the Antidumping 
Act. They have been directed to refer such matters to Washington. 
So far as can be determined, no one in Washington is exercising the 
functions of the appraisers and complaints of dumping or suspected 
dumping are buried behind an iron curtain of secrecy. 
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When this matter was called to the attention of Treasury Depart- 

ent officials, it was claimed that under Reorganization Plan 26 of 
19: 1) the duties of ‘the appraisers had been transferred to the Secretary 
of the Treasury. However it appears that under Treasury Depart- 
ment Order 120 of July 31, 1950 (15 F. R. 6521) all functions and 
duties not otherwise specifically delegated were redelegated to the 
persons who exercised them before the reorganization plan. 

It also appears that the published regulations with respect to anti- 
dumping procedures are not being followed. Advice has been given 
that the regulations have been amended but that the ch: inges could not 
be revealed because they are considered “restricted material.” Such 
procedure is clearly a violation of the Administrative Procedures Act. 

There is attached hereto a brief on the subject under date of April 5, 
1952, which goes into further detail. 


SECTION 336. EQUALIZATION OF COSTS OF PRODUCTION 


Section 336 of the Tariff Act of 1930 (19 U. S. C. 1336) au- 
thorizes increases in duties to equalize differences in costs of produc- 
tion at home and abroad. Such increases can be made only after in 
vestigation by the Commission after public hearings and notice. Here 
igwain long delays are ine\ itable , ‘eauson of the type of procedure 


contemplated by the statute. it an even more serious obstacle to 


effective re lief by thi vepbedase ' is the difficulty of determining costs 

i produc tion abroad The statute authorizes the Commission to ac- 

if the cost of production, when such cost is not 

le, the weighted average of the invoice prices or 

ve period and/or the average whosesale sell 
ut notwithstanding t 


ulted 


»° ° 
appli ryt 


Almond Growe1 

ration was institut ‘ on Se} 

Was li le ; ‘ lic hearing 

ts report of 11 ages the Com 
1] nad le to make a finding as to almonds, 

inder section 336 of the Tarif? Act. “owing to the fact that the avail 
able evidence on costs of production in the principal competing country 
(Italy) does not disclose adequate information on which to base a 
finding of costs of production of almonds in that country.” The ma 
jority report then stated that the Commission was authorized within 
its discretion to use invoice prices but held: 


The Commission has reached the conclusion that in this instance the use 
of invoice prices as evidence of costs of production is subject to such serious 
limitations as to make these prices wholly unreliable and unacceptable for that 
purpose (p. 8 of report). 

Two members of the Commission dissented holding that the cost 
data were adequate to meet the requirements of the law and to permit 
a finding of the difference in costs of production in the United States 
and in Italy. The minority commissioners recommended that “the 
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President return this report to the Tariff Commission and that he 
request the Commission to reconsider the matter and report to him 
i definite finding of cost difference in compliance with the require 
ents of the statute” (p. 12 of report). Nothing has hap pened since 
that time in connection with this p sroceedin g and no action was taken 
as a result of the investigation. 


SECTION 337. UNFAIR PRACTICES IN IMPORT TRADE 


Section 337 of the Tariff Act of 1930 (19 U.S. C. 1337) declares 
inlawful unfair methods of competition and unfair acts in the im 
portation of articles into the U nited States when the effect or tendency 
is to destroy or substantially injure an industry efficiently and eco- 
nomically operated in ay wire States or to prevent the establish- 
ment of such an industry « *to restrain or monopolize trade and com 
merece in the United St: a Upon a finding of such unfair method 
or act, the articles so concerned are excluded from entry. 

Most of the proceedings undertaken under this section have been 
n connection with unfair seer ny ra such as passing off of foreign 
made goods as the product of a domestic manufacturer or sold unde 
well-known domestic brand. However the act is much broader and 
vould pe rmit proceedings against the same type of untair acts as con 
{ tute dumping. 

When the California Almond Growers Ex« hange, after failure to 
obtain action on an antidumpimg application, sought relief under se 


he Commission declined to act on the eround that the Ant 


proy ded nh more specific m thod ol dealiy y with dun p 


medy under that act ould be 
for recons ders 


Imports 


lefense Production . , for exai ple 
] 4 1 
{ nmistakable 


a remedy stated 1 lea ha 


ignored or mis terpreted and that is of a char: 
does } tT require a proloi ore ad Lime-cOnsulMlng procedure 
equired under section 22. 

For all of these reasons it is respectfully urged that section 22 and 
other relief sections discussed above be so amended as to assure thei 
effectiveness and timely application when relief is needed and justi 
fied. We feel that the Simpson bill (H. R. 4294), with some clari 
fication and strengthening of its sections 7 and 8 dealing with agri 
cultural products, will substat ntially accomplish that purpose. 

I would like to comment just briefly on the position the administra- 
tion has taken for a “standstill” as described by Secretary Dulles, or 
a standpat position. However, the administration is inconsistent. It 
wants to repeal Section 104, and it wants a customs simplification 
bill which has been repeatedly described as an act designed to increase 
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imports. If the administration wants a stand-pat position, it should 
be consistent and stand pat across the board. 

The administration says that the Simpson bill would be very 
bad, but as Congressman Curtis of Missouri has brought out several 
times in the hearings, none of the witnesses for the Administration 
have been able, with the exception of Section 13, dealing with oil, 
lead, and zinc, to say why any one section would do any harm to the 
existing trade agreements program. 

The study commission recommended by the President we feel, would 
constitute a violation of the basic principle of our government, that 
is, separation of legislative and executive powers. It would create 
a commission to recommend legislation composed of six members of 
Congress and 5 men appointed by the President. The Constitution 
specifically states that the control of foreign commerce shall be ex- 
clusively exercised by the Congress. To make a part legislative and 
part executive commission, to create such a commission for making 
such a study, we think, would be a violation of the separation of 
powers and would interfere with the normal functioning of this com- 
mittee and the Congress on legislation affecting the control of foreign 
commerce. Foreign commerce is not a power designated to the Presi- 
dent as a part of his overall control of foreign policy. The Constitu- 
tion specifically withheld that for Congress as a domestic matter to 
be exclusively controlled by the Congress. 

That completes my statement. 

Mr. JENKINS (presiding). Any questions? 

Mr. Esernarter. I would like to ask one. 

Mr. Jenkins. All right, Mr. Eberharter. 

Mr. Epvernarrer. Mr. Breckinridge, is Mr. Loos still a member of 
the law firm which you mention in this statement of yours? 

Mr. Breckrnrinee. No, sir. He is on leave of absence, on service in 
the Department of Agriculture. 

Mr. Exsernarter. It is still the firm of Pope, Ballard and Loos? 

Mr. Brecxrnringe. That is correct, sir. 

Mr. Esernarter. You still go under that name, even though he is 
on leave of absence. 

Mr. Breckrnrince. Yes, sir. 

Mr. Exsernarter. I think that is perfectly legitimate. 

Mr. Loos is now Solicitor for the Secretary of Agriculture? 

Mr. Breckinripce. Yes, sir; that is right. 

Mr. Evernartrer. And Mr. Loos, as a member of this firm, has 
appeared on numerous occasions before the United States Tariff Com- 
mission representing the same groups that you are representing here 
today ¢ 

Mr. Brecxrnrivce. In the past I believe that is true, sir. 

Mr. Exsernarter. Thank you very much. 

The Cuarrman. Mr. Utt will inquire. 

Mr. Urr. In spite of what has just gone into the record about Mr. 
Loos being the Solicitor now for the Department of Agriculture, your 
statement here represents the opinion of the various associations, trade 
associations, mentioned in this statement, does it not ? 

Mr. Brecxinriner. That is correct. I am appearing as an indi- 
vidual for the Sunkist Growers and the others mentioned here, pre- 
senting their views. 











TRADE AGREEMENTS EXTENSION ACT OF 1953 837 


















Mr. Urr. And your considered opinion for them, on their behalf, is 
that while the export market is very important, the most important 
market in the world to preserve is the American domestic market ? 

Mr. Breckxinriwer. That is correct, sir. These organizations also 
want to export, and they are going to do their best to export as much 
as they can. But they do not feel that we should try to do that at the 
expense of our fellow Americans, with imports which would injure 
them. 

Mr. Urr. And is it not possible if we should gain a greater export 
market it would not do us much good if we lost a relative amount of 
our domestic market by that process? 

Mr. brecxinriwer. No, sir; it wouldn’t, because the domestic market 
is much more important; and as to the export market, as a rule, prices 
are usually lower than in the larger domestic market. 

Mr. Chairman, I would like to ask that my full statement be in the 
record and that the attachments be included in the record also. 

The CuHarrman. Without objection, it is so ordered. 

We thank you for your appearance. 

Mr. Breckinriweér. We thank you very much for the opportunity 
to appear, Mr. Chairman. 

(‘The attachment entitled “Legal Duties and Functions Under the 
Antidumping Act, 1921” was previously submitted and appears on 
p. 520. The other attachments to Mr. Breckinridge’s statement re- 
ferred to are as follows :) 
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A COMPLAINT UNDER OATH ALLEGING UNFAIR METHODS OF COMPETITION AND 
UNFAIR ACTS IN THE IMPORTATION OF ALMONDS INTO THE UNITED STATES, PAR- 
TICULARLY AGAINST ITALIAN AND SPANISH IMPORTS 













INVESTIGATION AND EXCLUSION FROM ENTRY INTO THE 
ALMONDS 


FOR IMMEDIATE 
UNITED STATES OF IMPORTED 





APPLICATION 
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Under the provisions of section 337 of the Tariff Act of 1930 






The complaint of the above-named complainant, California Growers Exchange, 
respectfully shows: 

I. Complainant, California Almond Growers Exchange, is a cooperative organ- 
ization of over 5,000 American almond growers who produce, process, and market 
approximately 70 percent of all almonds grown in the United States. Com- 
plainant’s principal place of business is located at Sacramento, Calif. 

II. The undersigned, on behalf of D. R. Bailey, general manager of the Cali- 
fornia Almond Growers Exchange, does hereby allege under oath: (A) Spanish, 
Italian, and other foreign exporters and importers of almonds into the United 
States have engaged in and are currently attempting to engage in: 

1. Unfair methods of competition, and 

2. Unfair acts—in the importation of almonds into the United States, and 

(B) That such unfair methods of competition and such unfair practices in 
import trade tend to substantially injure the American almond growers and the 
American almond industry, which is and has been efficiently and economically 
operated in the United States. 

III. Briefly, the facts on which the allegations of this complaint are based 
are: 

1. That Italy and Spain have in the recent past sold and currently threaten 
to sell almonds in the United States at less than their fair value and/or cost 
of production and make up the difference through various improper exchange 
transactions, through three-cornered or multiple-cornered barter transactions 
and through various: ether methods of selling almonds in the United States 
at less than their fair value and/or cost of production, under circumstances 
which constitute unfair methods of competition and unfair practices in import 
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trade which are declared unlawful by section 337 (a) of the Tariff Act of 1930 
(19 U. 8. C. 1837 

2. Section 337 f the Tariff Act of 1930 (19 U. 8. C. 1357 (¢)) provides 
that 
“The Tarif ‘ommission shall make such investigation * * *” as herein 
requested 

3. Concerning the effect or tendency of these unfair-trade practices and unfair 
methods of competition in the importation of almonds into the United States 
to substantially injure the American almond industry, it is sufficient to state 
that because of t] numerous recent investigations of the American almond 


industry and almond import trade conducted by the Tariff Commission indicating 
such to be the case, it is unnecessary to give a detailed statement of the almond 
industry facts in this complaint. However, stated briefly such unfair trade prac 
tices and unfair methods of competition tend: 

(a) To injure and nullify the attainment of the objectives of the Federal 
marketing agreement and order program supervised and operated by the United 
States Secretary of Agriculture, under which he has declared 25 percent of 
the American almond production to be surplus and required that such surplus 
almonds be disposed of in noncompetitive channels 

(b) To injure and nullify the recent action of this Tariff Commission and 
the President in imposing a tariff quota on the importation of almonds, which 
tariff quota was designed to prevent injury to the Federal almond support 
programs « ducted by the Department of Agriculture and to prevent injury 
to the American almond growers. The Tariff Commission has already officially 
found that even fair imports tend to nullify the United States Department 
of Agriculture programs and to injure the American almond growers. 

(c) To nulli the recent section 32 diversion program of the United States 
Department of Agricu vhereby the Department of Agriculture is spending 
over TWo !I Llol lars the American taxpayers money to subsidize the 
diversion ¢ iT] monds to the production of oil and for feeding to cattle 

Recently, and ;: le yer) irite lis complaint is being filed with this C 

ssion, an 0 dele ion from Spain, under the auspices of tl Spanish 
Government itse is ent in this country seeking ways and means to dump 

pon the American market 2 million pounds of Spanish almonds at prices far 
‘ t hi l sh almonds, offered 


eat ol ni supply of Span 


f market—to say nothing 


inn almonds 


i They 

United $ 

emhicientis 
iry already being 


he Government support programs and to 


the facts and evidence in support of these allega 
hed brief presented today to the Secretary of the 
Secretary of the Treasury, hereby made 
is attached as Appendix A. 
: : hearing by the Tariff Commission herein 
and : ! tion of . ts in this case, it is requested that the 
lari mn n recommend to the President that he request the Secretary 
of the Treasury to forbid entry of Spanish, Italian, and other foreign almonds 
into the United States until this investigation is completed, pursuant to the 
provisions of tion 337 (f) of the Tariff Act of 1930 which reads as follows: 
“Whenever e President has reason to believe that any article is offered 
or sought be offered for entry into the United States in violation of this 
section but has not information sufficient to satisfy him thereof, the Secretary 
of Treasury shall, upon his request in writing, forbid entry thereof until such 
investigation as the President may deem necessary shall be completed; except 
that such articles shall be entitled to entry under bond prescribed by the Sec- 
retary of the Treasury. 
Attached as exhibit No. 1 is copy of a letter to the President, dated April 
3, 1952, requesting such temporary exclusion of almonds, except under bond, 
pending completition of this investigation. 
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The almond industry of the United States is faced with an extreme emer- 
gency and this complaint has of necessity been prepared under severe limita- 
tions of time. However, it is earnestly requested that the Tariff Commission 
order an investigation and call a public hearing immediately on the matters 
above set forth. Representatives of this complainant of other United States 
growers and packers of almonds will be prepared to present a full documenta 
tion by all evidence available to them. It is also requested that the Tariff 
Commission, through sources available to it, investigate and evaluate other 
evidence pertaining hereto in foreign countries which is not readily available 
to the American almond growers. 

Wherefore complainant, California Almond Growers Exchange, prays that 
this Commission forthwith make an investigation of the matters alleged herein, 
pursuant to section 337 of the Tariff Act of 1930, hold public hearings thereon, 
issue its findings on all the evidence presented, and transmit the final findings 
of this Commission to the President of the United States, and prays for such 
other and additional relief as the Commission shall deem proper in the premises. 
premises. 

Respectfully submitted in behalf of D. R. Bailey, general manager, California 
Almond Growers Exchange. 

JOHN BRECKINRIDGE, 
Attorney, Munsey Building, Washington, D. C. 
Karl LD. Loos, Lewe B. Martin, John F. Doneland, of counsel 


WASHINGTON, D. C., April 3, 1952 


LEFORE THE UNITED STATES TARIFF (OMMISSION 


PETITION FOR RECONSIDERATION 


A COMPLAINT UNDER OATH ALLEGING UNFAIR METHODS OF COMPETITION AND UNFAIR 
ACTS IN THE IMPORTATION OF ALMONDS INTO THE UNITED STATES, PARTICULARLY 
AGAINST ITALIAN AND SPANISH IMPORTS 


Reapplication for Immediate Investigation and Exclusion From Entry Into the 
United States of Imported Almonds 
Under the provisions of section 337 of the Tariff Act of 1980 

The California Almond Growers Exchange, petitioner, on April 3 filed a com- 
plaint alleging unfair methods of competition and unfair acts in the importa- 
tion of almonds into the United States, particularly against Italian and Spanish 
imports. The complaint alleged acts within the purview of section 337 of the 
Tariff Act of 1930. By letter dated April 10, 1952, petitioner was notified that 
the complaint had been dismissed without investigation or hearing on the 
grounds that apparently the unfair acts alleged were covered by the Anti-Dump- 
ing Act of 1921. 

Petitioner hereby requests that the Tariff Commission reconsider its decision 
to dismiss the complaint and grant petitioner a hearing for the purpose of 
proving its allegations. 

Petitioner is informed and believes that the unfair acts alleged in its com- 
plaint are covered by section 337 of the Tariff Act. In support of its conclusion 
petitioner has attached hereto a memorandum of points and authorities. 

In the event the Commission adheres to its position, petitioner requests that 
the Commission set forth more fully and completely the reasons on which the 
Commission reached its conclusions. Specifically petitioner asks that the fol- 
lowing questions be considered : 

1. Whether the complaint failed to state facts sufficient to support its claim 
for relief? 

2. Whether the complaint was considered frivolous in that there is no basis 
for bringing the complaint? 

3. Whether complaint was dismissed solely because the facts indicate peti- 
tioner has a remedy under the Anti-Dumping Act of 1921? 

4. Whether the complaint should be dismissed even though another less ade 
quate remedy has actually been invoked and relief granted is found to be 
inadequate? 
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Petitioner urges that these questions be considered fully and discussed in the 
Commission’s dismissal of this action without hearing or investigation. 
Respectfully submitted. 
JoHN BRECKINRIDGE, 
Attorney for California Almond Growers’ Exchange. 


Pope, Ballard & Loos: Karl D. Loos, John Breckinridge, John F. Donelan, 
Dickson R. Loos, attorneys. 


WASHINGTON, D. C., April 28, 1952. 
nim? 
MEMORANDUM IN SUPPORT OF PETITION FOR RECONSIDERATION 
I. LEGISLATIVE HISTORY 


Section 337 of the Tariff Act of 1980 was taken from section 316 of the act of 
1922. Senate Report 37, 7lst Congress, Ist session (1929) states that the only 
changes were to clarify the review provisions by the Court of Customs and 
Patent Appeals. 

Going back to the Tariff Act of 1922, the congressional intention in enacting 
section 337 is clear beyond doubt. Senate Report 595, page 3, 67th Congress, 
2d session (1922) reported on this section as follows: 

“The provision relating to unfair methods of competition in importation of 
goods is broad enough to prevent every type and form of unfair practice and 
is, therefore, a more adequate protection to American industries than any 
antidumping statute the country has ever had.” 

There can be no doubt that Congress intended to write a statute broad enough 
to cover acts alleged in petitioner’s complaint. The Senate committee report 
said it was designed to guard against all types of unfair trade practices. Com- 
plaint alleges that almonds from Italy and Spain have been and will be sold 
in the United States at less than fair value and that the difference is made up 
through improper exchange manipulation. The effect of the unfair trade prac 
tices are also set forth in the complaint. The committee report says that it 
enacted section 316 of the Tariff Act of 1922 (the same as sec. 337) in order to 
give more protection to domestic industries than any of the antidumping acts. 
This section was designed to supplement the antidumping act. It Was never in 
tended to be an exclusive remedy available only when no other exists. 

Senate Report 37, 7ist Congress, Ist session, reporting on the Tariff Act of 19380 
further states that it eliminated a provision added by the House of Representa- 
tives empowering the President to raise the duty by 50 percent to offset violations 
of section 337. This provision was eliminated, the report explaining that since 
it was an inadequate remedy it should not be included as a means of alternative 
relief. 

The conclusions derived from the statutory history of this section lead to an 
opposite result from that of the Tariff Commission. Congress intended section 
337 to cover all kinds of unfair acts; it intended that this section should present 
a more adequate remedy than the antidumping statutes, and it was an unmis- 
takable effort to protect domestic producers from unfair competitive practices 
and acts of foreign producers. 


II. DECISIONS OF THE COURT 


There are two leading cases which, when taken together, have gone far in 
delineating the scope of section 337. In Prischer 4 Company v. Bakelite Corpo- 
ration (39 F. 2d 247 (1930) ), the court had before it an unfair practice in the 
plastics industry. The Tariff Commission found on the facts that an unfair 
practice within the scope of section 337 existed. There the court said: “What 
constitutes unfair methods of competition or unfair acts is ultimately a question 
of law for the court and not for the Commission.” The court went on to say: 
“Each case of unfair competition must be determined upon its own facts. * * *” 
In this case the court had an example of a foreign importer palming off its goods 
as that of a domestic producer. That, of course, is a classic example of an un- 
fair trade practice. The court made no attempt to limit the definition of unfair 
methods of competition and unfair acts. In fact, the court cited the language, on 
page 259, of the Senate Report 595 and commented as follows: 

“It is very obvious that it was the purpose of the law to give to industries 
of the United States not only the benefit of the favorable laws and conditions 
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to be found in this country, but also to protect such industries from being unfairly 
deprived of the advantage of the same and to permit them to grow and develop.” 

The other case, in re Amtorg Trading Corporation (75 F. 2d 826 (1935)), 
involved a complaint alleging patent infringement by Russia in the commer- 
cial production of phosphate rock. The Tariff Commission found the acts com- 
plained of were unfair methods of competition within the meaning of section 
337. The Court of Customs and Patent Appeals reversed that  hold- 
ing stating that, as a matter of law, a patent holder is not entitled to pro- 
tection abroad and therefore the Tariff Commission’s findings must be re- 
versed. The court held that the Tariff Commission cannot find acts amount to 
unfair methods of competition when such have been legally declared not to 
be unfair. Here the Lasis of the complaint was patent infringement abroad; 
it had been held that a domestic producer is not entitled to patent protection in 
any country but the United States, therefore the actions complained of were not 
unfair. In arriving at this result the court made the following observation: 

“This language (speaking of sec. 337) is broad and comprehensive. It covers 
a large field as do the words ‘due process of law,’ ‘unjust discrimination,’ may 
include acts which have never been specifically declared by the courts to be 
unfair.” 

This recognizes the flexible connection of the phraseology “unfair methods of 
competition” and “unfair acts in the importation of articles into the United 
States.” This is an evolving term. Deliberate currency manipulation resulting 
in the sale of articles into the United States by foreign exporters at less than 
foreign market value is of relatively recent origin. 

Congress deliberately provided language broad enough to include new devices 
that might be developed as well as the existing classic instances of unfair trade 
practice. And the language is not limited to “unfair methods of competition” 
which it might be contended as having a somewhat restricted and technical 
meaning; the language includes as well “unfair acts in the importation of articles 
into the United States.” This term is broad enough to include anything done that 
has an unfair result in connection with the importation of any article. 

Thus, the congressional intention in the enactment of section 337 has been 
recognized by the courts. These two cases both recognize that the language was 
intended to be broad and comprehensive; the only limitation being that such 
acts which have been declared not to constitute an unfair practice in prior de 
cisions may not be considered as in violation of section 337. The court deci- 
sions emphasize that section 337 was enacted to protect domestic industry. There 
is nothing in any of the court opinions which indicates that the remedy under 
section 337 may be pursued only if there is no other remedy available. There 
is much to indicate in the legislative history and the court decisions that section 
837 was enacted to provide a truly adequate remedy covering all cases of unfair 
acts in importation of goods. 

The complaint alleges unfair acts in the importation of articles into the United 
States within the meaning of section 337. The result of the Tariff Commis- 
sion’s action can only mean that, on review, a court must send the case back 
for investigation and hearing to determine whether the acts alleged can be 
proved. 

JOHN BRECKINRIDGE, 
Attorney for California Almond Growers Exchange. 


Pope Ballard & Loos: Karl D. Loos, John Breckinridge, John F. Donelan, 
Dickson R. Loos. 


The Cuarrman. The next witness is Mr. Homer L. Brinkley, execu- 
tive vice president, national council of Farmer Cooperatives. 


STATEMENT OF HOMER L. BRINKLEY, EXECUTIVE VICE PRESI- 
DENT, NATIONAL COUNCIL OF FARMER COOPERATIVES 


Mr. Brryxiey. Mr. Chairman, I have a relatively short statement. 
I would like to have permission to read it, sir. 

The Cuamman. Without objection. 

Mr. Brrnxiey. My name is Homer L. Brinkley, executive vice presi- 
dent, National Council of Farmer Cooperatives. 

The press, mail, and airwaves are full of proposals to review and re- 
vise our foreign economic policy. Many of these proposals take the 
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form of our discontinuing direct aid and adopting British-sponsored 
proposals of “trade, not aid.” Representatives of foreign govern- 

ments again are assuming leadership in attempting to orient our for- 
eign economic policy to fit their outmoded economies. 

“Trade, not aid” means whatever angle the particular group espous 
ing this concept chooses to emphasize. The statements of policy of 
some of our domestic international trade groups fall into the conti- 
nental rut, and interpret it to mean import of increased quantities 
of raw materials, including agricultural products, in order to furnish 
more dollar exchange for American export of an increased volume of 
our finished manufactured products, mostly from the mass-production 
consumer-goods industries. Increase of foreign investments is inter- 
preted in terms of accelerated development of foreign raw-materials 
resources, then to be brought here for processing by American in- 
dustry, for redistribution as finished manufactured products to foreign 
as well as domestic markets. Expansion of foreign markets for our 
mass-production goods is contemplated because, for many of these 
products, the cream has been skimmed off the domestic market except 
for replacement sales. 

This is a Victorian concept of international trade, which defeated 
itself in World Wars I and IT, but an attempt is being made to foist it 
upon a relatively new political entity such as ours as yet inexperienced 
in the fall of empires. 

Areas in widely different stages of economic development and 
purchasing power cannot tr: ade freely with equitable economic re- 
sults to each. Trade between highly de veloped, prosperous areas will 
flourish to the benefit of each without nursing or restrictions. Trade 
artificially stimulated between highly developed economic areas and 
primary-producing areas will drain the latter of their purchasing 
power long before their own production and consumption needs are 
satisfied. During periods of relatively unrestricted trade highly 
developed economic areas become relatively richer in goods and foreign 
exchange and raw-materials producing areas become relatively poorer. 
An economic relationship erected on such an unbalance of production 
will wreck itself sooner or later on the economic and political strains 
thereby created. Check the world economic empires which have 
cracked up on the prine iple of an advanced industrialized area ex- 
ploiting other areas producing primary products. The dollar short- 
age of an individual, a domestic area, or an international area, is a 
measure of the difference between pure ‘hasing power, or value of its 
production, and its needs for outside goods and services, plus amounts 
held back for bank reserves, and for Government financing in many 
instances. Asa matter of fact, dollars are in demand to clear balances 
between many countries, where the transactions are not directly con- 
cerned with American trade; and to build bank balances and Govern- 
ment reserves; so that many dollars paid out for American imports 
are not made available to purchase American exports because they are 
held out for these other purposes. 

The purchasing power of countries predominantly producing 
primary products for export has been declining for almost 2 years, 
along with the general worldwide decline of commodity prices in that 
period. The same is true of the purchasing power cf domestic 
producers of raw materials, including agricultural products. As 
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do prudent individuals and domestic economic areas when income 
declines, foreign countries face restriction of purchases in order to 
direct their available income to purchase food, fuel, clothing, de- 
fense, and other primary necessities of life. These restrictions take 
the form of import quotas, exchange regulation and manipulation, 
currency inflation, import fees, et cetera. 

Fifty-five port: of the people g gainfully employed in the free 
world are engaged in producing raw materials later used for proc 
essing into food, dition fuel, shelter, and finished manufactured 
goods. In the United States, a highly industrialized area, the pro 
ducers of primary products are about 20 percent of the employed. 
In Europe, with obsolescent industry and agriculture in many areas, 
the figure is about 50 percent employed in producing primary prod- 
ucts. But in Africa, many areas of Latin America, and non-Com- 
munist Asia, the figure is 66 percent so employed in primary 
production. 

The patterns of — creation and investment, productivity, in 
come, wage levels, technical knowledge, and standards ef living in 
these different economic areas of the world closely parallel the ratio 
of employment as primary producers to employment in industry. 
Underdeveloped areas thus define themselves as lacking the well-in- 
tegrated economic balance between production of raw materials 
their manufacturing, and processing, and their rapid distribution 
through organized trade channels for widespread consumption. A 
well-developed economy will automatically have a large middle class 
of citizens with well-distributed income and purchasing power. 

Thus the areas of the world in an advanced state of economic devel 
opment such as ours are characterized by a high production—con 
sumption level. This involves a high capital investment per employee, 
high production per man, high wages and income levels, and a high 
savings ratio for creation, renewal, and expansion of capital through 
savings, and, of course, a relatively high purchasing power per indi 
vidual. By high production alone we have validated our national cur 
rency at inflated levels. These economic levels are sustained in the 
United States by national policy in the field of high wages, low interest 
rates, savings and investment protection, and price incentives, includ- 
ing price supports for farm products. 

It is quite evident that the active purchasing power thus generated 
in the highly developed economic areas pulls materials and products 
from the underdeveloped, low-purchasing-power area. This intake 
of raw materials cannot be balanced alone by a reverse flow of finished 
goods sufficient to develop an equally high level of production and con- 
sumption there. Actually, too many materials suitable for foods and 
fabrics needed in less well-balanced economies are drawn by the mag- 
net of our high prices away from people in those areas which have a 
lean diet and a low standard of living, to our people who have a fat 
diet and a high standard of living, in spite of the fact that the former 
areas need them more than we do. 

This is particularly true in our trade in agricultural products. Our 
supported prices attract many farm products which we do not need 
from countries which need them unless we maintain means of diverting 
products excessive to our needs, away from our satiated markets. 

Ultimately, purchasing power in underdeveloped areas can be built 
up through the use of additional production capital and know-how to 
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mer a higher output per individual and a wider diversity of products. 

Capital must be supplied to underdeveloped or primary-producing 
areas from outside because the margins of production necessary for 
=avings do not normally exist internally. An exception is when a crisis 
temporarily forces commodity prices up ahead of the general rise in 
the price cycle. In many underdeveloped countries the trend to social- 
ization and nationalization is fostered and encouraged by the absence 
of risk capital in private hands, thereby freeing a resort to govern 
mental financing and control of production and distribution. 

The flow of outside funds for capital investment into an area will 
relieve the dollar shortage, and if directed into purchases of produc 
tion goods, increases the production and consumption potentials of the 
workers. The effects of industrialization on trade where capital and 
know-how are supplied are more rapid than we think. The increasing 
trade between Canada and the United States is cited as a prime exam- 
ple of this fact. In Latin America, manufacturing is up 300 percent 
over 1929 volume. They are our second best foreign-trade customers 
und they are demanding more internal economic development. The 
prine iples involved may also be observed in many of our own formerly 

underdeveloped areas in this country, which as the gulf coast, the 
Ohio Valley, and the Rocky Mountain area, where industry, utilizing 
natural resources, manpower, and power potentials, has brought about 
« local purchasing-power revolution. 

Outside capital investment has been woefully short of needs in un- 
derdeveloped countries because of their currency exchange restric- 
tions, violation of contracts, hampering taxes, threats of expropriation 
of property, unsettled labor conditions, and unfavorable political] 
climate. 

Outside capital and the know-how necessary to assist economic 
development will be made available to other areas only if our foreign 
economic policy promotes a favorable climate through firm treaties 
of commerce, navigation, and friendship, country by country, accord- 
ing to the needs of each on a quid pro quo basis. Such treaties will 
direct and protect outside investments in correcting the fundamental 
problem of lack of productivity and purchasing power which are the 
real basis of the restricted trade. 

This is the weakness of our trade-agreement policy as it now exists, 
under which we continue to haggle with other areas over restrictions 
and sanctions which are the continuing symptoms of uneconomic dif- 
ferences in production and purchasing power. Without a compre- 
hensive foreign economic policy aimed at fundamental causes, the 
prospect is for a continuing international and domestic running dog- 
tight on trade regulations, attempts at exploitation of domestic pri- 
mary producers and primary-producing countries, growing interna- 
tional political strain and strife, and ultimate resort to e¢ »stly military 
measures. Many Old World economies of the distant and recent past 
have been broken by the cost of military measures necessary to protect 
their exploitation of primary-producing colonies and affiliates. 

Until the foreign economic policy of the United States asserts lead- 
ership with a trade-agreement policy which places firm emphasis on 
treaties of friendship, commerce, and navigation with other countries 
to provide a favorable political and economic climate under which 
private outside capital and know-how can aid them in developing a 
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balanced economy, we are not going to arrive at mutually satisfactory 

economic or political relations in the international field. Until other 
ountries reach the higher economic level where they can relax their 
restrictions, we cannot relax protection to our own domestic ec onomy. 
Under the existing trade-agreement policy we already have gone way 
beyond a majority of the countries with which we trade in relaxing 
rade restrictions without solving either their economic problems or 
ur own. 

Trade Agreement Act revisions: Pending the revision of our trade 
treaties to encompass private foreign investment and economic devel 
opment abroad, we believe the existing Trade Agreements Act should 
he extended for 1 year only. The national council has joined with 
other groups in asking that the President and the Congress set up a 

oint commission to study all the angles of the international economic 
problems of which unbalanced tri ade is an outward manifestation of 
the existing maladjustment. The level in other countries of produc- 
tion, mechanization, transportation, labor utilization, wages, prices, 
ncome, vocational skills, natural and power resources, private financ- 
ng and credit, Government financial stability, convertibility of the 
currency, trade regulations, and other factors involved in the sound 
economic and politic al climate necessary for production and trade on 
in equit: able basis, should be thoroughly explored in their relation to 
trade restrictions. Our foreign economic policy should then be ori- 
ented and implemented by a comprehensive trade-agreement authority 
which is aimed at rectifying the broad problems which are at the 
bottom of our international economic difficulties. 

Until such time, we believe the Trade Agreements Act should be 
amended and administered so that our trade policies are based on 
practical considerations and economic principles. Sound domestic 
economic policies are basic to the best international politics, and the 
soundness of our United States economy, cast in the role of world 
economic leadership, should be maintained as the hard core of a future 
prospering international economy. It should not be bargained away 
for temporary considerations which cannot stand up because of un- 
sound foundations in areas with which we should and must deal. 

Second, we believe trade agreements should be ratified by Congress, 
which is responsible in our scheme of Government regulating com- 
merce and raising revenue. If Congress delegates authority such as 
to the Tariff Commission, the decisions of the latter should not be 
modified or vetoed by the executive department except during a de- 
clared state of war or national emergency, and then with the concur 
rence of the Congress. 

Third, tariff and import adjustments on individual items should 
pe delegated to the Tariff Commission, which would be strengthened 
in its authority to act, with its personnel and staff made adequate, 
and its decisions on tariffs and quotas made final for foreign trade 
negotiation purposes. 

Fourth, the peril-point principle on proposed import adjustments 
should be retained and Tariff Commission findings made final and 
effective. 

Fifth, the escape-clause procedure should be speeded up and the 
Tariff Commission findings made final and effective. 

Sixth, trade-agreement provisions of treaties should be truly re- 
ciprocal as between nations which are partners thereto, and should 
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include measures to obviate evasions and violations. The negotiation 
of a trade agreement with a nation having only minor commercial 
interest in an item of trade and its application across the board to 
other areas having major commercial interest therein, without equi- 
table concessions from the latter, is out of keeping with any sound 
approach to foreign or any other kind of trade. 

Seventh, section 22 of the Agricultural Adjustment Act should be 
umended to stay the import of any commodity which impedes or 
theente ‘ns to impede Federal or State price-sup port or m: arketing pro 

grams, pending a determination by the Tariff Commission of the issue 
raised. In this situation the recommendation of the Secretary of 
Agriculture, when approved by the Tariff Commission, on matters 
affecting the immediate impact of imports on agricultural products 
covered by domestic support programs, should be final. Where Amer 
ican producti on or marketing is limited by acreage or marketing lini 
tations ceauaed | \ law, appropriate quantitative limitations should 
be placed on competitor imports it we are going to maintain a full- 
production economy in the United States, unless appropriate tariff 
adjustments can be made by administrative action. 

Eighth, pending the revision of section 22 to make it effective 
or until such time as al effective foreign economic policy corrects 
the economic Inequalities which currently make a balanced foreign 
trade impossible, the principles of section 104 of Defense Production 
Act should be made applicable to all agricultural products subject 
to competition of foreign products priced under the American market. 

Ninth, finally, if the United States participates in the general 
egreement on tariffs and trade, it should be on a conference basis. 
Trade treaties should be negotiated bilaterally on a quid pro quo basis, 
and the workable features of the provisional agreement on tariffs and 
trade, where directly applicable, should be incorporated in each 
treaty if by common consent of the countries concerned. 

We do not have policy on other provisions of H. R. 4294, but in 
the above aspects we subscribe to the principles of the bill in a 1-year 
extension of the Trade Agreements Act. 

The CuarrMan. Does me it conclude your statement ¢ 

Mr. Brinker. Yes, si 

The CHairman. I congratulate you on your statement. It is very 
well prepared and care fully thought out. 

Mr. Brinxiey. Thank you, Mr. Chairman. 

The Cuarman. Are there any questions? 

Mr. Curtis of Nebraska. I have no questions, but I want to say it is 
a very fine statement. 

The Cuarrman. Thank you very much for your appearance and 
the information you have given us. 

Mr. Brrnxiey. Thank you, sir. 

The Cuarrman. The next witness is Mr. B. W. Fairbanks, director, 
American Dry Milk Institute, Inc., Chicago. 


STATEMENTS OF B. W. FAIRBANKS, DIRECTOR, AMERICAN DRY 
MILK INSTITUTE, INC., CHICAGO, ILL.; AND ROBERT J. REMALEY, 
DIRECTOR OF RESEARCH, AMERICAN DRY MILK INSTITUTE 


Mr. Farrsanks. Mr. Chairman and gentlemen of the committee, 
my name is B. W. Fairbanks, executive officer, American Dry Milk 
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Institute, a trade association located at 221 North La Salle Street, 
Chicago. 

With your permission, Mr. R. J. Remaley, R-e-m-a-l-e-y, our di- 
rector of research, will present the statement. I will be available for 
questions if there are any directed to me. 

Mr. Remaley is conscious of the fact that time is short. I assure 
you that he will be very brief. 

We are grateful to you for the time that you have allotted to us. 

The Cuairman. Thank you very much. 

Mr. Remarey. My name is Robert J. Remaley, director of research 
of the American Dry Milk Institute. I am appearing in behalf of 
the American Dry Milk Institute, which is a trade association of dry- 
milk manufacturers, with headquarters at 221 North La Salle Street, 
Chicago 1, Ill. We represent 212 manufacturers of nonfat dry milk 
solids, dry whole milk, and ary buttermilk solids. Our members 
are both dairy farmer cooperatives and proprietary companies. 

My testimony today is directed to section 8 of H. R. 4294 which 
proposes an amendment to section 22 of the Agriculture Adjustment 
Act as amended. 

I do not have specific wording to suggest as an amendment to sec- 
tion 8 of the bill but I hope I will make clear the principle which I 
trust the committee will follow. My remarks will relate specifically 
to the dry products of milk of which three principal ones are dry 
whole milk, dry buttermilk solids, and nonfat dry milk solids. We 
have filed’ with the clerk of the committee a comprehensive statement 
including statistical data which we now request be made a part of 
this record. 


The Cuairman. Without objection, it is so ordered. 
(The statement referred to is as follows:) 


STATEMENT OF Rosert J. REMALEY, OF THE AMERICAN Dry MILK Institute Br 
FORE THE WAYS AND MEANS COMMITTEE OF THE HOUSE OF REPRESENTATIVES, 
Hon. DANIEL A, REED, CHAIRMAN, REGARDING THE NECESSITY OF IMPORT CON 
TROLS OF Dry MILK PrRopucTs 


My name is Robert J. Remaley, director of research of the American Dry Milk 
Institute. I am appearing in behalf of the American Dry Milk Institute, which 
is a trade association of dry milk manufacturers, with headquarters at 221 North 
La Salle Street, Chicago 1, lil. We represent 212 manufacturers of nonfat dry 
milk solids, dry whole milk, and dry buttermilk solids, Our members are both 
dairy farmer cooperatives and proprietary companies, 

Our testimony will be confined to the dry products of milk—dry whole milk, 
vonfat dry milk solids, dry buttermilk solids, and dry cream. We propose to 
show by documented evidence that the importation of dry milk products must 
be completely restricted so long as the Government is purchasing and storing 
products of milk under any program predicated upon the support of the price 
paid to the farmer for his milk 

Dry products of milk are relatively new in the family of major dairy products 
but have made a phenomenal growth from 37 million pounds in 1920 to a peak 
of 1,131 million re in 1949. Production for 1952 was approximately 1 billion 
pounds. Before the food emergency of World War II our preduction and sales 
were practically in balance. In 1942 dry milks became a war necessity, because 
of their high communtration of nutrients which would be shipped over seas at a 
significant savings of bulk and weight Dry milk products became subject to 
set-asides and the industry was urged by the Government to expand greatly its 
production facilities, and it did 

So, dry milks became tools of war. Our domestic customers were cut from 
532 million pounds a year (1941) to 510 million pounds in 1944. When the w 
was over, we not only faced the problem of recapturing our old markets, but 
developing new markets for approximately 400 million pounds of additional an- 
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nual production resulting from the expansion of production facilities to meet 
war needs. The dry milk industry met this challenge and increased its domestic 
sales from 575 million pounds’ in 1946, the first year following the war to 
823 million pounds in 1952. ? 

During 1952 the dry milk industry sold commercially, including commercial 
exports, sales to territories and direct sales to the Armed Forces, more nonfat 
dry milk solids than we produced in 1951°. Until early fall of 1952 it appeared 
that for the first time since the war, the nonfat dry milk solids section of our 
industry had finally attained a balance between production and sales. Ow 
markets were firii, our sales were increasing and production was only slightly 
above normal. By September 2, 1952, our net sales to the Government for sup 
port purchases amounted to only 28,200,000 pounds. 


MAJOR FACTORS RESPONSIBLE FOR SURPLUSES 


However, several factors which appeared in the spring of 1952, became definite 
threats to the stability of our industry by September. Three of these factors 
are of importance to this committee and pertinent to the problem under inves 
tigation. 

(a) Inereased production.—During the first 6 months of 1952, production of 
nonfat dry milk solids was only slightly above average; * however, our commer 
cial sales were more than 9 percent higher than 1951,‘ the highest sales year then 
on record. By September although our sales continued at a high level, more 
than 13 percent higher than 1951, our production was still further increased. The 
December 1952 production was the highest on record for December. 

The nonfat dry milk solids industry cannot control its production. The milk 
which we process is surplus milk from the other segments of the dairy industry 
When the total fluid milk production is high or the production of other dairy com 
modities using nonfat solids is low, our production increases, When separated 
milk reaches the drying plant it must either be dried for human food or disposed 
of in animal feed. Consequently, our industry’s production reaches an alltime 
high for December of 1952 and has continued at record production rates during 
the first 3 months of 1953. This has been partially responsible for the heavy sales 
of nonfat dry milk solids to the Government for support purposes. 

(b) Loss of production and exports of dry whole milk.—During 1952 dry whole 
milk production dropped 32.5 million pounds from that of 1951. Dry whole milk 
unlike nonfat dry milk solids is generally produced only as required to satisfy 
sales. Consequently this commodity alone of the major dry milk products reflects 
loss of sales and markets by reduced production. 

A portion of this loss can be accounted for by the loss of 17 million*® pounds 
in our export markets. The remaining 15 million-pound loss must be attributed 
to the imports of foreign produced dry whole milk. The 32.5 million pounds of 
dry whole milk which we did not produce in 1952 is equivalent to 253 million 
pounds of whole milk of 3.47 percent butterfat which was probably diverted into 
the manufacture of butter and nonfat dry milk solids, accounting for additional 
production of more than 10.7 million pounds of butter and approximately 23 
million pounds of nonfat dry milk solids. 

Commercial exports and shipments to territories of nonfat dry milk solids 
showed an increase of approximately 10 million pounds during 1952 over 1951.‘ 
Subtracting this 10 million pounds from the 23 million pounds increase in produc- 
tion of nonfat dry milk solids due to the decrease in production of dry whole milk, 
we have a net increase of 13 million pounds which is probably attributable to our 
losses of dry whole milk export and domestic markets. 

(c) Increased imports.—During 1952, a total of 37,000,000" of dry whole milk 
and 12,500,000° pounds of dry buttermilk solids were imported into the United 
States. During the first 6 months only 13,000,000 pounds of dry whole milk 
and 4,300,000 pounds of dry buttermilk solids were imported. The American 
Dry Milk Institute requested the Department of Agriculture for relief under 


U. S. Department of Agriculture, Dairy Statistics and Related Series, 1951. 
See appendixes C-—I, C—II, and C—III. 
8 See appendix C-—IV. 
See appendix C-V 
> See appendixes B—I, B—II, B—III, and B—VII. 
See appendix C-—III 
7 See appendixes A—I and A—V. 
See appendixes A-—II and A-—VI. 
See appendixes A—I and A-~II. 
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section 104 of the Defense Production Act on July 3, 1952, and again on Sep 
tember 15, 1952. 

Although it is not possible to determine the analyses of these products, assum 
ing that the dry whole milk contained an average of 27 percent butterfat and the 
iry buttermilk solids 6 percent butterfat, then a total of 10,740,000 pounds of 
butterfat and 37,150,000 pounds of nonfat solids, which is equivalent to approxi 
mately 13,000,000 pounds of butter and 38,300,000 pounds of nonfat dry milk 
solids were imported into the United States and added to the surpluses of dairy 
products. 

The net result of our overall export-import operations in 1952 can thus account 
for the following: 

(a) Loss of production of 32,500,000 pounds of dry whole milk, 

(b) Increased domestic supplies of nonfat milk solids of 49,700,000 pounds 
equivalent to approximately 51,000,000 pounds of nonfat dry milk solids and; 

(c) Increased domestic supplies of butterfat of 19,500,000 pounds, equivalent 
to approximately 24,000,000 pounds of butter. 


EFFECTS OF IMPORTATION OF DRY MILK PRODUCTS ON TOTAL DAIRY SUPPLY 


Under the support program, the Government is currently buying nonfat dry 
milk solids at 16 cents per pound for spray process, 14 cents per pound for 
roller process and butter, Grade A at 65% cents per pound delivered Chicago, 
to support the price paid to the farmer for manufacturing milk at $3.74 pet 
hundred pounds containing 3.95 percent butterfat. It is estimated that Govern 
ment stocks on hand April 17, 1953, amounted to 187,000,000 pounds of nonfat 
dry milk solids. Dry whole milk and dry buttermilk solids which represent ap 
proximately 15 percent of the total production of all dry milk products are 
not purchased by the Government for support purposes. 

Stocks of nonfat dry milk solids and other dairy products which the Govern 
ment now owns has been the cause of much adverse publicity. Based on February 
28, 1953, inventory and loan-value figures, which are the latest now available, 
and the stocks of dairy products owned by the Government on April 24, 1953, the 
relative value of all dairy products owned on that date represents somewhat less 
than 6 percent of the total value of inventories and commodity loans. This figure 
is approximate, but should be accurate within plus or minus 1 percent. It seems 
to us that too much attention has been drawn to the relatively small amount of 
inventory which the Government holds of dairy products. 

During the period 1950 through 1952, imports of dry whole milk increased from 
24,500 pounds to 37 million pounds.” dry buttermilk solids have increased from 
539,000 pounds to 12,500,000 pounds.” and nonfat dry milk solids have decreased 
from 2,500,000 pounds to 570,000 pounds.” During this period the Secretary, of 
Agriculture, under authority of section 104, Defense Production Act, prohibited 
commercial imports of nonfat dry milk solids on August 9, 1951; restricted im 
ports of malted milk compounds and substitutes for milk or cream on July 3, 
1952; on December 30, 1952, established quotas for imports of dry whole milk, 
dry buttermilk solids, and dry cream. The quotas established for the period 
ending March 31, 1953, were 6,500,000 pounds of dry whole milk, 2,150,000 pounds 
of dry buttermilk solids, and 35,000 pounds of dry cream. Effective April 1, 1953, 
imports of dry whole milk, dry buttermilk solids, and dry cream were completely 
restricted by Secretary Benson in his announcement of March 25. It is our opin 
ion that for the best interests of our total dairy economy these restrictions 
should have been applied as early as April 1, 1952. 

Dry milk products can be used in dairy, confectionery, and bakery products as 
a source of milk solids. As long as these products are dried from domestically 
produced milk, their use does not affect the overall supply and consumption of 
milk solids. However, if imported dry milk solids are used in the manufacture 
of American foods, they will displace milk solids produced on United States 
farms. 

Importations of dry milk products has the same effect on the overall dairy 
supply as the importation of fluid whole or separated milk. The 37 million 
pounds of dry whole milk imported in 1952 is equivalent to 288 million pounds of 
milk testing 3.47 percent butterfat from which could have been made approxi 
mately 12,200,000 pounds of butter and 26,700,000 pounds of nonfat dry milk 


1° See appendix A-—V. 
11 See appendix A-—VI. 
2 See appendix A-VITI. 
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solids. Similarly, the 12,500,000 pounds of dry buttermilk solids imported repre- 
sents approximately 900,000 pounds of butter and 11,500,000 pounds of nonfat 
dry milk solids. 

Quotations for imported 28.5 percent butterfat dry whole milk and 12 percent 
butterfat dry buttermilk solids have been obtained for June and August 1952 and 
February 1953 * and compared with the average bulk price of the nearest com- 
parable domestic product for May and July 1952 and January 1953. We have 
translated these prices into terms of gross return to the manufacturer per 100 
pounds of manufacturing milk having a fat content of 3.90, and a nonfat solids 
content of 8.953 percent (Feb. 1953 average). <A point of reference was ob- 
tained by calculating a similar value for milk based on the support-purchase 
program for butter and nonfat dry milk solids. 


TABLE I Comparison of gross return to manufacturers for dry whole milk and 
dry buttermilk solids when sold at varying prices in terms of 100 pounds of 
manufacturing milk of Feb. 15, 1953, average composition 

Gross re 
turn per 

100 pounds 

| | milk 


Origin Product Price Date 


Domestic Butter, NDMS, and DBS } Support (1952 $4. 62 

Do lo os Support (cur- | 4.48 

rent). | 

Do Dry whole milk, 28.5 percent | 40.46 cents 5.44 | May 1952. 
Imported do eliaseiah 29.00 cents 3.63 | June 1952. 
Domes lo . 39.30 cents 5. 29 July 1952. 
Imported 0 od 33.25 cents 4.48 | August 1952 
D »mestic ck 37.79 cents 97 January 1953 
Imported do 35.00 cents 71 February 1953 
Domestic ry buttermilk solids, 4.5 percent 14.87 cents_-_.- 3.84 | May 1952 
Imported ry buttermilk s»lida, 12 percent 5.50 cents 3.10 | June 1952 
Domestic ry buttermilk solida, 4.5 percent 


7.50 cents 50 | July 1952 
4.45 cents 3.72 | January 1953. 
6.50 cents... 3.30 | February 1953 


Domesti ry buttermilk solids, 4.5 percent 


' 
Imported y buttermilk solids, 12 percent 15.50 cents 3.10 | August 1952. 
: : ; 
1 


Imported ry buttermilk solids, 12 percent 


Gross return leulated on basis of 3.90 percent butterfat and 8.953 percent nonfat solids milk. The 
ratio of price of butterfat to nonfat solids was maintained constant and was established at the existing ratio 
of 5.366 wt was ulated from published prices of butterfat and manufacturing milk for Feb. 15, 1953, 
in agricultural prices. B calculations appear as appendix F-I. 


We find from these calculations (see table I) that 100 pounds of manufactur- 
ing mill will return to the manufacturer $4.62 if he had made butter and nonfat 
dry milk solids and sold it all to the Government under the 1952 support program. 
Under the current program his return would be $4.48. 

In May of 1952 domestic dry whole milk was selling at an average price of 
approximately 404% cents per pound, which represented a return per 100 pounds 
of manufacturing milk of $5.44. Imported dry whole milk was selling at 29 
cents per pound which represented $3.63 return per 100 pounds of milk. In 
January of 1953 domestic dry whole milk averaged approximately 37%4 cents 
per pound, and imported 35 cents per pound in returns of $4.97 and $4.71, re- 
spectively. 

Thus, during the period May 1952 to February 1953, the American manufac- 
turer Was forced by competition from imported dry whole milk to drop his price 
almost 2%4 cents per pound, or a reduction of almost 50 cents per 100 pounds of 
milk processed into dry whole milk. Meanwhile, the imported product has con- 
sistently maintained prices well below the domestic market, and until recently, 
below the minimum returns possible under the existing support purchase pro- 
gram. 

The competition resulting from imports of dry buttermilk solids is even more 
severe. Qur domestic dry buttermilk solids is sold on a guarantee of 4.5 percent 
butterfat. The imported product varies from 8 to 20 percent butterfat. Com- 
parisons of the returns per 100 pounds of manufacturing milk based on a 12 
percent butterfat dry buttermilk solids shows $3.10 in May 1952 and $3.30 in 
February 1953. Considering the fact that the 1952 support purchase price re- 

See appendix F—2 

*See appendix F—2, averages obtained from U. S. Department of Agriculture, “Evapo 

rated, Condensed, and Dhy Milk Reports.’ 
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n Was $4.65 per 100 pounds of milk, it is obvious that it was to the advantage 
either the dairymen or the user of dairy products to use as much of these 
ported products as possible and sell our own production from our own wilk 
the Government under the support progran Reductions of the value of 100 
unds of milk from $4.63 in 1952 to $4.48 in 1953 does not materially change 
is picture. 
Further substantiation of the effect of imports on our dry whole milk produc 
on is shown by the fact that overall production of dry whole milk declined 
2,500,000 pounds from last year. This decrease meant that over 250 million 
pounds of fluid whole milk was diverted to other dairy products, probably result 
ng in the additional production of 10,700,000 pounds of butter and 23 mil 
ounds of nonfat dry milk solids 
We therefore submit that the importation of dry mi roduc has the same 
fect as the importation of fluid milk from which these products are made, We 
rther conclude that the importation of dry milk products during periods of 
ificient or oversupply of dairy products results in (a) depresssion of domestic 
arkets; (0) diversion of fluid milk supply to products purchased by the Goy- 
nment for support purposes; (c) discourages the manufacturer and the dairy 
rmer; and (d@) must ultimately curtail production. 


EFFECT OF IMPORTATION OF DRY MILK PRODUCTS ON THE SUPPORT PROGRAM 


It has been stated that during 1952, 57 million pounds of dry whole milk and 
2,500,000 pounds of dry buttermilk solids were imported It was further shown 
f 


at these amounts are equivalent to approximately 15 million pounds of butter 


1 
d 38 million pounds of nonfat dry milk solids. It must not be forgotten that 
ter and nonfat dry milk solids were purchased by the Commodity Credit 
rporation in carrying out the support program. When the 37 million pounds 
dry whole milk and the 12,500,000 pounds of dry buttermilk solids were im 
orted, it was the same as permitting the importation of 13 million pounds of but 
er and 38 million pounds of nonfat dry milk solids which are now embargoed 
Since these importations were added to a domestic supply that was already 
sufficient, the net result was that the Government bought 13 million pounds of 
utter and 38 million pounds of nonfat dry milk solids more than it would have 
rechased had dry whole milk and dry buttermilk solids been completely re 
stricted 
We can only conclude that the importation of dry milk products during periods 
if sufficient or oversupply of dairy products results in (a@) a diversion of fluid 
nilk supply to products purchased by the Government for support purposes and 
b) places unwarranted burdens upon the taxpayer. 


IMPORTS AGAINST EXPORTS 


Such countries as Sweden, Denmark, Netherlands, and New Zealand have 
challenged us to defend our position on imports when we enjoy such large export 
markets. In 1950 we exported 62,550,000 pounds of dry whole milk; in 1951, 
69,130,000 pounds; and in 1952, 42,536,000 pounds.” These data further show 
that over 90 percent of our exports have been to Central and South America, 
Japan, and the Philippines. In the maintenance of these markets, we are in an 
extremely vulnerable position as we may not be able to compete against foreign 
prices in these areas 

The magnitude of our export markets for nonfat dry milk solids has been 
grossly exaggerated. For the years 1950 to 1952, inclusive, the statistics show 
that we exported 395,100,000 pounds of nonfat dry milk solids,” but the com 
mereinl exports amounted to only 105,700,000 pounds™ of which 56,800,000 
ounds were exported to the West Indies and Central and South American cour 
tries and 20 million pounds to Japan where much of this amount is used for 
reliquification for American troops. It is to be noted that the great bulk of our 
ommercial export markets is confined to the traditional United States export 
markets of South America, the Philippines, and Japan 

Our position regarding imports is not incompatible with our commercial export 
trade We are not competing with the major exporters of dry milk products 
xcept in areas which are continually short of dairy products and in areas which 
have been historically our export markets 


See appendixes B-T, B-II. B-ITl 


See appendixes B-IV. B-V, B-VI 
See appendix C-—ITlI 
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Potentials of American export markets 


It was requested that we give consideration to the potentials of our export 
markets; to the possibility of expanding these markets and developing additional 
export markets for nonfat dry milk solids and dry whole milks. As has been 
pointed out, our major markets are South America and Central America for dry 
whole milk and Central America, Japan, and Israéli for nonfat dry milk solids. 

(a) Dry whole milk.—Our largest single market for dry whole milk, Venezuela 
has reduced its purchases from us to a little more than 32,500,000 pounds in 1952 
from 43 million pounds in 1950.% During this same period, Canada increased 
her sales in Venezuela from 2,100,000 to 7,800,000 pounds.” Our loss of sales 
to Canada undoubtedly was largely due to differences in price. Factors other 
than price, howe\er, must be considered to understand the overall reduction of 
imports in this market. Venezuela has a small but growing dairy industry of 
her own. Although not capable today of supplying sufficient milk for her needs, 
Venezuela is interested in encouraging the development of her own dairy industry. 
This may be the reason for her consideration of changing her local production 
tie-in for duty-free dry milk from 10 units to 5 units of duty-free dry milk prod- 
ucts for each 1 unit of locally produced dry-milk product purchased by the im- 
porter. Unless a tie-in is made, dry-milk products are subject to a duty of 0.5 
bolivar per gross kilogram or approximatley 7 cents per pound. 

In Salvador, Honduras, Costa Rica, Ecuador, and Bolivia our exports have 
either increased or remained reasonably-uniform over the past 3 years. In all 
other countries of Central and South America and the West Indies they have 
declined. The overall drop in exports into these areas from 1950 is in excess of 
15 million pounds.” Meanwhile Canada, Australia, and New Zealand have 
shown increases of over 6,400,000 pounds in the same areas. Sweden does not 
report any shipments into these areas. Detailed data regarding the Netherlands 
and Denmark are not available.” 

Europe is no longer a market for imports of dry whole milk. Instead, she has 
become an exporter. Individually, certain European countries still are importing 
dry whole milk, but these requirements are being supplied by European nations, 
while in the case of England from the Commonwealth nations. Asia and Africa 
have both decreased their imports of dry whole milk from the United States 
markedly from 1950. The largest drops in stable markets were in the Philippine 
Islands and the Belgian Congo. Export data frum foreign exporting countries 
do not indicate that these markets have been lost to other production. 

(b) Nonfat dry-milk solids.—The export picture of nonfat dry-milk solids is 
compl_cated by the large amount of foreign sales through the Commodity Credit 
Corporation. It is not entirely possible to separate the commercial exports 
from CCC sales. The total commercial exports are fairly well established; 
however, the exports to individual areas and countries cannot positively be sep- 
arated but reascnably close approximations can be made. 

During 1952 Mexico, Israeli, and Japan were our three major commercial 
export markets. Each of these markets showed increased purchases of our 
commercial exports during the period 1950 to 1952; but in the case of Japan 
the total imports in 1952 were materially lower than 1950 due to heavy im- 
portat on of CCC inventory during 1950. On the other hand Israeli imports 
have increased overall from 1950 to 1952, and appears to be an established com- 
mercial export market.” 

ihe Cotumodity Credit Corporation programs through UNICEF and direct 
sales to foreign governments have served to introduce nonfat dry-milk solids 
in a number of areas. This has resulted in development of substantial commer- 
cial markets such as Greece, Israeli, India, and Japan. Certainly a part of the 
overall increase of commercial exports from 1950 to 1952 must be credited to 
the CCC program. 

(e) Potential competition for our export markets.—In considering the poten- 
tial competition from foreign production in our existing export markets, the 
pr duction statistics of the major exporting nations are of importance, In 
1951, the only year that we have complete information, Denmark, Netherlands, 
Sweden, Canada, Australia, and New Zealand produced approximately 179,- 
500,000 pounds of dry whole milk and 145,500,000” pounds of nonfat dry-milk 


See appendix B 
* See appendix G 
"See appendix B 
2! See appendix G- 
See appendix B-VIITI. 
See appendixes G—I and G-II. 
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solids, or a total of 325,000,000 pounds of dry-milk products. Consumption of 
dry-milk products for these same countries (except for New Zealand, as data 
are not availab’e) during 1949 amounted to only 152,000,000“ or less than half 
the 1951 production. 

Thus, bused on the statistics available, it can be seen that the major exporting 
foreign nations are producing about 50 percent of their production for export. 
Under these conditions, we can expect competition for our export as well as our 
dvumestic markets. So long as there are major price differentials between United 
States and foreign production, we cannot hope to maintain our old export 
markets or develop new. 


RELATIVE IMPORTANCE OF TOTAL VOLUME OF IMPORTS OF DRY-MILK PRODUCTS 


The total amount of dry-milk products imported is insignificant in comparison 
with the total amount of dry-milk products produced. In 1952, the year of our 
largest imports, the 37 million pounds of dry whole milk and the 12,500,000 
pounds of dry-buttermilk solids amounted to only 4.95 percent of the total 
production of all dry products of milk; 0.11 percent of the total amount of milk 
solids nonfat, and 0.54 percent of the amount of butterfat used in manufac- 
tured dairy products during 1951.% But when we look at the other side of the 
picture we note that 37 million pounds of dry whole milk is almost 44 percent 
of the total production of dry whole milk and the 12,500,000 pounds of dry- 
butierm'1lk solids represents almost 25 percent of the total dry-buttermilk solids 
production. From the standpoint of the manufacturer and the producer who 
are dependent upon the best possible markets for these products, these imports 
are of serious concern, 

As shown in table IT, the total value of the imported dry-milk products are 
insignificant when compared to the total export-import trade between the United 
Stacey and the major importing countries. 


Tapie II.’—Total dollar value of all imports of dry milk products, 1950-52, from 
the major importing countries 


Tercent of 
, otal exports 
Country nage te Ve m rts 
‘ nite 
States 


Sweden 9. 358, 265 
Canada " 13, 862, 773 
Denmark 3, O82, 517 
Netherlands 4 16, 022, 142 


New 7ealand.. pineal 15, 053, 560 
Australia. .... ; . ‘ 2, 105, 268 


iCompiled from the appendixes. 


Comparing these dollar values with the total import-export business which 
these nations do with the United States*” the amount of dollars which they 
obtain from these imports is insignificant to the whoie. 

The total poundage and total dollar values are quite small in relation to the 
Same totals for the international trade of an individual country or to the same 
totals for the world international trade. In fact they are so small that we have 
difficulty in understanding how they could possibly be a threat to the national 
economy of any nation or how they could be reasonably used by any country to 
precipitate problems in foreign relations. We are aware that they have been so 
used. It is admitted that the import restrictions on the dry products of milk may 
work a hardship on the individual dairymen in a foreign country, but we hasten 
to point out that if these products sre permitted to come in, they work a hardship 
on our dairymen and more dairy products will have to be bought under the support 
program at the expense of the taxpayer in the United States. We do not believe 
that it is an oversimplification of the problem to state that the question to be 
resolved is “which dairymen are we going to hurt—our own or those in a foreign 
country?” 


* See appendix G—IV. 
*® See appendix D-—I. 
* See appendixes E-I and E-II 
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Those countries which are now exporting dry-milk products to the United 
States, and some of these have protested against the restrictions imposed by the 
United States, have never had a historical market for these products in this 
country. If complete import restrictions are placed upon all dry products of 
milk, this country cannot be accused of depriving them of an established market 
Admittedly, if complete import restrictions of these dry-milk products are 
imposed, they will be deprived of the development of a new market in the United 
States. We have no objections to this country being a new and expanding market 
for products from foreign lands when needed and wanted. We submit that in the 
case of the dry products of milk we do not need those of foreign origin as we 
now are producing enough to satisfy our own domestic economy. 


CONCLUSION 


The American Dry Milk Institute respectfully submits that so long as the 
Government is purchasing nonfat dry-milk solids under the support program 
and so long as the Government has inventories of nonfat dry-milk solids that 
these are evidences that there is an adequate production and a sufticient supply 
of dry-milk products to meet the needs of our domestic requirements. We further 
submit that the importation of any dry-milk product during periods of national 
sufficiency cause undue hardship upon the dry-milk industry, the farmer-producer 
and an unwarranted burden on the taxpayer. 

Therefore, the American Dry Milk Institute respectfully requests this sub 
committee to consider the necessity of enacting permanent legislation restricting 
the importation of any and all dry-milk products when our domestic production 
is sufficient for domestic needs 

In support of our contention we have made the following points which are 
substantiated by the data presented: 

1. Importations of dry-milk products has the same effect on our total dairy 
supply as the importation of finid whole milk and at this time such importations 
are unwarranted and aggravate our domestic economic problems 

2. Importations of dry-milk products diverts a portion of our milk supply to 
the manufacture of products purchased by the Government under the support 
program thereby increasing the Government’s inventory and placing added bur 
dens on the taxpayer. 

3. The elimination of imports of dry-milk products is not incompatible with our 
commercial export trade We are not competing with the major exporters of 
dry-milk products except in areas deficient in dairy products and in areas which 
have been historically American export markets, 

4. The total value of imported dry-milk products is insignificant to the total 
export-import trade between the United States and the major importing countries 
Control of such imports may hurt a small segment of the population of the 
countries of origin. No controls will hurt the United States dairyman., 


APPENDIX A~I Imports, dry whole milk, 1952 


4, 800 
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APPENDIx A-I.—Imports, dry whole milk, 1952 


Montt Country of origin 


Netherlar 
Western Gern 
New Zealand 


er countries 


( 


Other countries 


Sweden 
Denmark 
Netherlands 
New Zealand 
Other countries 


Total 


Canada 
Sweden 
Denmark 
Netherlands... 
New Zealand 


Total 


Canada 
sweden 
Denmark 
Netherlands 


Total 


Canada 
Sweden 
Denmark 
Netherland 
New Zealand 


lotal 


Canada 
Sweden 
Denmark 
Netherlands 
New Zealand 


Total 
December Canada 

Sweden 
Denmark 
Netherlands 
New Zealand 

Total 

Total, 1952 


ource: U. 8. Department of Commerce, United States Imports of Merc! 
No. FT 110 (issued monthly 


O} 


1953 


Continued 


indise f 


or 


onsum pti 
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AppEeNpDIx A-II.—Imports, dry buttermilk solids, 1952 


Month 


January 
February - 
March 
April... 





Cour 


Canada. . 


do 
do 
do 
New Zealand 


Total. 


| Canada- .- 


August 


September 
October 


November. 


December 


Total, 1952 


| 
cs 


do 
do 
New Zealand 
Total.... 


Canada 


Total. 
Canada 
do 
Netherlands 
Total_..- 


Canada 


atry of origin 


New Zealand....- 


Total_. 


Canada. ...- 


| 


| Net quantity 


| 

90, 400 | 
487, 140 | 

1, 056, 300 | 
624, 100 | 
339, 840 | 
963, 940 | 


826, 500 | 
890, 000 | 
935, 600 | 
417, 920 | 


538, 650 
40, 992 | 


579, 642 | 


1, 166, 800 | 
1, 516, 300 | 
243, 529 | 


1. 769, 829 


112, 000 | 


1,870, 000 | 


12, 551, 246 | 


1, 353, 520 | 


1, 758, 000 | 


Value 


$12, 
64, 
130, 


116, 
112 
33 


, 484 
. O84 
, 729 


. 713 


6, 271 
3, 27: 


69, 550 


141,079 
175, 472 
14, 560 


190, 032 


214, 681 


182, 286 


1, 476, 182 


Source: U. 8. Department of Commerce, United States Imports of Merchandise for Consumption, Rept. 


No. FT 110 (issued monthly). 


ApPENDIx A-III.—IJmports, dry whole milk and dry buttermilk solids, 1950 
and 1951 


Product 


Dry whole milk 


Total dry whole milk 


Dry buttermilk solids... 


; 


Total dry buttermilk 


solids 


| 


Country of 
origin 


Canada 
Denmark we 
Netherlands 
Switzerland 
Australia 

New Zealnad 


Canada 


Ni w Zealand 


Value 


| 


Quantity 


$15, 


| Quantity 
333 | 
30 
351 | 

2, 067, 124 

900, 760 


996, 910 
272, 840 


337, 180 


, 610, 020 | 


Value 


34, 515 
2, 348 
| 146, 863 


1 
110 


¢ 


S. Department of Commerce, United States Imports of Merchandise for Consumption, Rept. 


1 monthly 


issued 


meource 


No. F1 


ApPENpIx A-IV.—Imports, dry cream and nonfat dry milk solids, 1950, 1951, and 
10 months of 1952 


Dry cream Nonfat dry milk solids 


| 
Value | 


Quantity | 


Quantity Value 


1950 
1951 


1952 


180 
3, 40 
84 


$84 
1, 760 
28, 106 


501, sil 
031,413 | 
568, 800 | 


2, 
1, 78, 268 
, 109 


10 months 586 


Total, 1950-52_......... 8%, 306 29, 950 4, 102, 024 | 7,373 


Source: U.S Dep wrtme nt of Commerce, United States lmports of Merchandise for Consumption, Rep. 
No. FT 110 (issued monthly). 
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\PPENDIx A-5.—Summary—Imports of dry whole milk, by countries of origin, 
1950-52 


Imports of dry whole milk, in pounds Total dollar 


— value, 
1952 1951 1950 Totes =| =('se-u" 


Canada 1, 412, 081 228, 830 23, 357 1, 664, 268 

Sweden . 9, 358, 265 9, 358, 265 | 
Denmark__.---- . — 2, 357, 880 724, 527 | 110 3, O8%, 517 

Netherlands. -_. ‘ 6 10, 692, 373 | 5, 07 ‘ 1,011 15, 768, 613 

Western Germany 229, 208 . | 229, 208 

Switzerland - -. dni ‘ 440 ‘ 440 

Australia 38, 144 2, 067, 124 2, 105, 268 29, 548 
New Zealand 12, 816, 222 900, 760 13, 716, 982 5 

Other countries_..-- ae 107, 355 107, 355 | 25, 556 


Total_- aa sista pani 37, 011, 528 8, 996, 910 24, 478 46, 032, 916 , 721, 778 


1 Individual values for December 1952 not available. Total value prorated based on average value per 
pound among all countries importing during that month. 


Source: U. 8. Department of Commerce, United States Imports of Merchandise for Consumption, Rept. 
No. FT. 110. 


APPENDIX A-6.—Summary—Imports of dry buttermilk solids, by countries of 
origin, 1950-52 


Imports of dry buttermilk solids, in pounds 


Total dollar 
Country of origin — i _anee 


value, 
1952 1951 | 1950 Total | 1900-82" 


Canada ee oe 11, 386, 965 272, 840 538, 700 12, 198, 505 | $1, 470, 075 
Netherlands-__ a Dion 253, 529 | | £53, 529 14, 560 
New Zealand moet eves 869, 760 1, 337, 180 | | 2, 206, 940 182. 560 
Other countries-._-- . pibeinia 992 ‘a | 40, 992 


Total. 2, 551, 246 1, 610, 020 538, 700 14, 699, 966 1, 670, 474 
Source: U. 8. Department of Commerce, United States Imports of Merchandise for Consumption, Rept. 
No, FT. 110, 


APPENDIx A-7.—Summary—Imports of nonfat dry milk solids and dried skimmed 
milk, by countries of origin, 1950-52 


Imports of nonfat dry milk solids and dried skim milk, | 
in pounds 


| 
| 
} 
| 
| 


Total dollar 
RE value, 1950-52 


1952 1951 1950 | Total 


Countries of origin 


Canada 402, 600 50, 204 2, 152, 931 2, 605, 825 $241, 059 
Netherlands 67, 295 67, 295 6, 254 
Australia 710, 864 348, 880 1, 059, 744 | 73, 443 
New Zealand 202, 960 202, 960 18, 138 
Other countries 166, 200 166, 200 18, 479 


Total . 568, 800 1, 031, 413 2, 501, 811 4, 102, 024 357, 373 


Source: U.S. Department of Commerce, United States Imports of Merchandise for Consumption, Rept. 


No. FT 110. 


APPENDIx A-8,.—Summary—Imports of dried cream, by countries of origin, 
1950-52 


Imports of dried cream, in pounds 


Total dollar 
Countries of origin ee ———— — — io ie 


1952 f 1950 Total 


Canada 180 2,040 $1, 030 
Netherlands . | | 1, 689 760 
Denmark ‘ De | 33, 600 33, 600 17, 543 
Other countries_..... nate 84, 576 84, 576 28, 106 


cs insdhisipesilct: sitiebsnletl 118, 176 | 3, 540 180 121, 806 47, 439 
| 


Source: U.S. Department of Commerce, United States Imports of Merchandise for Consumption, Rept, 


No. FT 110, 
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APPENDIx B-I Exports, dry whole milk and cream, 1952 


Net 


, 203 
000 

95 
600 
399 


51 


therlands Ant 
Venezuela 
Ecuador 
Peru 
Brazil 
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APPENDIX B-I.—LF exports, dry whole milk and cream, 1952—Continued 


Month “ of destinatior Net quant 


Lebanon 
Belgian Cor 


Other countries 
tal 


Guatemala 
Honduras 

Costa Rica 

Canal Zone 
Dominican Republic 
Netherlands Antilles 
Colombia 
Venezuela 

Ecuador 

Peru 

C hile 

Brazil 

Lebanon 

Philippine Republic 
Belgian Congo 
Other countries 


Guatemala 
Honduras 
Costa Rica 
Panama 
Venezuela 
Ecuador 

Peru 

Brazil 

Belgian Congo 
Other countries 


Total 


Guatemala 

Salvador 30, 05 
Costa Rica 320) 
Panama 45, 570 
Canal Zone 37, OBA 
Netherlands l 26, 850 
Colombia 24, 000 
Venezuela ‘ 717 
Ecuador 72, 692 
Bolivia 38, 922 
Taiwan 12, 600 
selgian Congo 6, 525 


Other countries 118,174 
Total 2, 920, 502 


Guatemala 

Salvador 

Honduras 

Costa Rica 

Canal Zone 

Haiti 

Dominican Republic 

Netherlands Antilles 

Venezuela 

Ecuador < 
Peru 38, 600 
Bolivia 51 O10 
Hong Kong 24, GOO 
Taiwan 7, 700 
Belgian Congo 4, 850 
Other countries 


lotal 


Hondura 29, 510 
Costa Rica 57, 000 
Panama 78,015 
Dominican Republic 

Netherlands Antilles 

Venezuela 2, 542, 307 
Ecuador 31, 200 
Peru 64, 050 
Bolivi 70, 064 
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APPENDIx B-I.—Egports, dry whole milk and cream, 1952—Continued 


Month 


Novem ber 


Decem ber 


Grand total, 1952-- 


Source: U 


Country of destination 


} Chili 


Lebanon 

Hong Kong 
Teiwan 
Belgisn Congo 
Other countries 


Total 


Guatemala 
Panama 
Canal Zone 
Venezuela 
Ecuador 
Bolivia 


} Indonesia 


Korean Republic 


| Hong Kong 


Belgian Congo 


| Other countries... 


Total 


Guatemala 


| Salvador 


Honduras 


| Costa Rica 


Panama 


| Crn-] Zone 


Nether] nds Antilles 
Venezucla 

Ecusdor 

Bolivia ; ; 
Isr eli Pelestine 
Belgien Conge 
Dominicsn Republic 
Ssudi Arabia 


| Colombia 


Peru 
Tebanon 


Philippine Republic. - 


| Syria 


traq 

Iran 

K wait - - -- 

Bahrein 

Siam 

Korea 

Hong Kong 

Formosa. naee 
French Provincial islands 
Liberia 

Ethiopia 

Mozambique 

Mexico 

Nicaragua 

Bahamas 

Greece 

Cuba 

Belgium 

Haiti 


Total 


Rept. No. FT 410, pt. I (issued monthly). 


| 
| Net quantity 


24, 
97. 


960 
750 


23, 730 


3, 695, 


000 
115 


675 


34, 3: 
9, 93% 
35, 31 
7,2 

51, 3 


108, § 


15, 


3, 014, 


25, 97 


2, 
3, 


5, 


119": 


136 


3, 694, 434 
42, 536,617. 





| 
, 443 
9, 555 
}, 293 
3, 308 
¥, 442 
531 

5, 106 
098 
7, 976 
33, 896 


79, 769 


8, 650 
5, 399 
187 

3. 913 
, 925 
0, 164 
374 

, 91 
ane 
, 141 
, 630 
. 874 

, 374 
766 
951 

3, 810 
. 787 
412 

, 869 
186 


7, 825 
2, 791 


2, 007, 409 
23, 063, 289 


S. Department of Commerce, United States Exports of Domestic and Foreign Merchandise, 





TRADE AGREEMENTS EXTENSION ACT OF 1953 


APPENDIX B-II.—Ezport, dry whole milk, 1951 
Net 
quantity 


| 
Net 


uantity Value Country of destination 
qua. a 


Country of destination | 


| 
Canada oe 4, § Israeli Palestine. - 4, 330 | 
Mexico 7 407, 35 Kuwait 19, 820 | 
Guatemala , 146, 705 76 Saudi Arabia 41, 578 | 
British Honduras , " Bahrein 4, 605 | 
Salvador 3, 89 00, G45 Afghanistan 30, 000 
Honduras 270, 97 514 India 27, 744 
Nicaragua | 13 58, 20° Ceylon. 1, 500 
Costa Rica 2, 915 76, 665 Siam 98, 450 
Panama Rg 568, LOS British Malaya 80, 550 | 
Canal Zone ; 319, 766 Indonesia 116, 380 | 
Buhamas " 2, Philippine Republic 2, 743, 631 | 
Cuba 5, 04! 2, 58! Pt Asia 36, 000 
Jamaica. . 93! i, Hong Kong 221, 210 
Haiti 79. 93° , 347 Taiwan 764, 611 
Dominiean Republic. 223, 543 Ay Japan 3, 228, OAS 
Barbados 25, 96% . French Provincial Islands 7, 002 
Trinidad. , 13% 41, Cameroon 1, 490 
N.therlands Antilles - . 444, 63! . 33 French Equatorial Africa _| 25, 122 
Colombia . 68° , 37 Nigeria 5, 220 
Venezuela 38, 422, , 425, 073 Other British West Africa 9, 570 
British Guiana ‘ 6, 27 Angola 
Ecuador 369, 695 25 Other Portuguese West 
Peru 20, 933 47, 546 Africa 
Bolivi 94, 953 , 578 Liberia 
Chile , 600 ¢ Belgian Congo 
Brazil 5,179 " 27 Ethicpia 
Uraruay , 700 3 || Mozambique 
Italy _- 21, $50 Union of South Africa 
Greece i, 222 ; 5 Northern Rhodesia 
Syria 58, O58 11, 93 Countries under $1,000 
Lebanon Me 130, 430 
Iraq 39, 120 s Total 69, 130, 85 35, 085, 2 
Iran 295, 108 


Source: U. 8. Department of Commerce, United States Exports of Domestic and Foreign Merchandise, 
Rept. No. FT 410, pt. 1 (issued monthly). 


AppEeNpIx B-3.—E port, dry whole milk, 1950 
Net 
quantity 


Value Country of destination Net Valu 


} ry stinatio 
Country of destination quantity 


Miquelon 
Mexico 
Guatemala 
British Honduras 
Salvador 
Honduras 
Nicaragua 

Costa Rica 


428 Iran . 198, 288 127, 625 
1, 020, 03% 404,879 || Israeli Palestine 28, 018 12 
, 137, 463 | 5 Kuwait 17,310 10, 75 
5, 6 , 632 Seudi Arabia--- 63, 005 30, 
130, 16 5, Bahrein | 4, 755 7 
242, 1§ 5, Afghanistan __.... “ 4, 500 2 
90, 08 , 702 India tntlincmalnn 100, 626 49, § 
716, 195 | ,825 || Pakistan W 52, 841 23, : 
Panama , 411, 42 , 756 || Burma... al 40, 250 | 
Canal Zone 578, 286 | , 066 Siam eal 60, 680 
Bermuda , 2s 606 French Indochina. -_...- 22, 230 
Bahamas , 29% 3,026 || British Malaya : 26, 175 
Cuba 55. 66 32,736 || Indonesia t 191, 120 | 
Haiti 7 5, 01: 39,112 Philippine Republic --.| 1,619, 206 | 
Dominican Republic 272, 22 52,408 || Pt Asia ‘ . . 1, 500 
Trinidad | : | 945 || Korea ‘ i 6, 900 
Netherland Antilles 8 | 4,046 || Hong Kong ee . 301, 241 
French West Indies : 124 Taiwan oe os 297, 683 
Colombia 5 } 287, 642 Japan | 2,278,788 
Venezucla 3, 3¢ 283, 633 French Provincial Islands | 984 | 
Surinam | 31, 6 023 French Morocco onan 450 
Ecuador 255 | 276, 437 || Tangier ee , 500 
Peru 534 | 332, 874 Egypt-.. ts | 2,000 | 
Bolivia | 04 | 16, 680 Sudan alleadinaeiiniies | 5, 650 
Chile 4 22, 671 Cameroon | , 410 
Brazil ‘ ro ‘ $75, 623 French Equatorical Africa 9, 305 | 
Uruguay. -. 3, 960 | 2,619 || Gold Coast ‘ nae 050 | 
Argentina , 508 3, 837 Nigeria | , R35 
Denmark ) 119 || Other British West Africa , 710 
United Kingdom 9, ¢ 1,238 || Angola | 504, 440 
Belgium , if 5,472 || Other Portuguese West | 
France ; 110 Africa 1 | 6, 813 | 
Germany , 36 567 || Liberia panes 63, 863 | 
Austria ¢ 324 Belgian Congo . 2, 039, 727 
Switzerland - - _. | 000 ,000 || Ethiopia - 8, 559 | 
Finland 3, 875 5, 904 French Somaliland 4, 830 
Spain - - . . , 050 506 British East Africa...... 4,035 | 
Trieste. 480 158 Mozambique medi 13, 845 
Yugoslavia _.... . , 814 1,121 Union of South Africa... 24, 000 | 
Greece _ _. 3, 000 2, 000 Ha - 
Syria ‘ 37, 350 21, 959 WeRcscccas 52, 550, 454 30, 266, 
Lebanon ‘ 243, 075 110, 548 


Canada | 3, 85 $3, 423 || Iraq---- 18, 480 | $11, 033 
| 
| 
| 





Source: U. 8. Department of Commerce, United States Exports of Domestic and Foreign Merchandise, 
Rept. No. FT 410, pt. I (issued monthly). 
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Erports, nonfat dry milk 


APPENDIX B—4 


Month Country of destination 


M exico 

Cuba 

Philippine Republic 
Japan 


Other countries 


Palestine 
ppine Republic 
wn 
r countries 

Total 

Mexico 

Cuba 
Venezuela 
Lebanon 

Israeli Palestine 
Japan 

Other countries 


Total 


Mexico 
Israeli Palestine 
Japan 
Other countries 


Total 


Mexico 

Cuba 

Peru 

Chik 

Brazil 

Lebanon 
Israeli Palestine 
India 

Japan 

Other countries 


Total 


Mexico 

Cuba 

Japan 

Other countries 


Total 


Mexico 

Honduras 
Nicaragua 

Panama 

Cuba 

Venezuela 

Israeli Palestine 
India 

Philippine Republic 
Other countries 


Total 


Mexico 

Cuba 
Venezuela 
Greece 

Israeli Palestine 
Indonesia 
Japan 

Other countries 


Total 


ACT OF 


1953 


solids, 1952 


Quantity Value 


$04 
10. 
38, 
109 


) 
4 
286, 


12 
109. 
43 
15 
24 
286, 
48 
315, € 


14 


, 750 

, 070 

3, 886 

, 680 
765, S88 
, 760 

5, 940 


» #00 


729 
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nonfat dry 


Erports, 


Mont! Country of destinat 


Other u 
Total 
( Mex 
Cuba 
Venezuela 
Israeli Palest 
Japa 
Other countric 
Potal 
embe Mexi 








Merchandise 


APPENDIX B-5. 


Month Country of destination 


January Canada 
Mexico 
Guatemala 
Salvador 
Honduras 
Panama 
Bermuda 


Cuba 

Netherlands Antille 
Venezuela 

Ecuador 

taly 

Israeli Pale ne 
India 

Siam 

Indonesia 
Philippine Republi 
lPaiwan 

Angola 


Ot 


milk solids 


Evports, nonfat dry milk 


Departu 


solids, 


1! 


1ar 





44) 


S63 






















) 648 
” 
4 
4 % 
64 
8 f 
6, O84 
e Re 
“ 
t 
s, ON 
4 500 
on 
& 
“I 
4 
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APPENDIX B-5.—E xcports, nonfat dry milk solids, 1951—Continued 


Month Country of destination Net quantity | 


February . : Canada sical 150, 000 
Mexico | 573, 700 
| Guatemala 8, 442 
| Honduras cident | 10, 525 
| Panama oa ikemuese 8. 600 | 
Canal Zone . : 26, 000 
Bermuda 7. 500 
| Cuba | 510, 805 
Venezuela . 33, 000 
} Austria 40, 000 
Italy . | 44, 775 
Yugoslavia . - , 994, 127 
Lebanon : 632, 750 
Israeli Palestine a 817, 485 
India 39, 825 
Pakistan 39, 375 
Burma 429, 475 
British Malaya 100, 625 
Indonesia , 547. 824 
Philippine Republic , aa 180, 765 
Janan , 447,141 | 
Other countries es | 19, 205 | 


Total can ; 3. 657, 944 | 





Canada : wl 231, 650 | 
Mexico i 866, 887 | 
Guatemala | 6, 000 
Honduras ~~ 15, 075 
Panama : 65, 025 
Canal Zone . 26, 200 

| Bermuda . . 7, 875 
Cuba 272, 950 
Venezuela 131, 880 
Peru ie 71, 370 
Denmark | 40, 285 
Germany 52, 000 
Austria 59, 600 

| Italy | 44, 080 ! 
Trieste a on | 890, (0) . 900 
Yugoslavia 7 , 216, 978 871 
Greece " , 072, 754 727 
Lebanon : a . 188, 400 086 
Israeli Palestine 302, 500 8, 292 

| Indonesia ‘ 49, 500 , 930 
Philippine Republic | 193, 800 77 
Japan | 718, 440 442 
Other countries ie wp | 12, 154 , 856 
Total. _-- ‘ 7 lal 535, 393 694 
Canada | 27, 750 . 648 
Mexico = 833, 685 203 
Guatemala 6, 960 , 343 
Honduras 9, 925 474 
Bermuda ; 11, 675 105 
Cuba 87, 935 879 
Dominican Republic | 27, 525 037 

| Venezuela | 52, 150 , 356 
Peru 27, 650 419 
Brazil | 36, 000 | , 410 

| Yucoslavia ‘ . 8, 805, 229 | 1, 036, 084 
Greece " , 200, 000 , 000 

| Iran 278, 850 | 37, 147 
India , 155, 964 , 559 
Philippine Republic oss | 1, 729, 759 | 5, 422 
Taiwan . 495, 145 4,951 
Japan " , 076, 388 . 491 
Other countries ; 18, 295 | 3, 391 


APN Ne 





Total os _oes , 880, 885 507, 829 
Mexico nie 372, 300 2, 126 
British Honduras | 52, 925 | , 086 
Salvador r 160, 000 , 600 
Honduras | 298, 700 231 
Costa Rica ail j 349, 165 .917 
Bermuda 6, 500 
Cuba . 56, 575 
Dominican Reon blic 26, 250 
Netherlands Antilles ‘ 6, 950 
Yrgoslavia , 750, 015 
Lebanon 13, 500 
Indonesia 17, 650 
Philivpine Republic ; 327, 625 
Ja~ an 720 000 
Other countries 19, 075 

Total ie ‘ 7, 177, 230 
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APPENDIX B-5.—Eczports, nonfat dry milk solids, 1951—Continued 


Month Country of destination Net quantity Value 


Canada 34, 000 $7, 442 
Mexico 663, 400 99, 875 
Hondvras 5, 000 1, 283 
Panama 284, 595 32, 661 
Bermuda 9, 975 2.311 
Cuba 45, 000 7.000 
Dominican Republic 24, 000 6, 450 
Netherlands Antilles 7. 775 1, 514 
Colombia 000 6, 200 
Venezuela 1, 535 4,151 
Peru 9, 625 7, 833 
Yvgoslavia yf 542,175 
Lebanon 3 7 301, 606 
Israeli Palestine 508, 15 250, 815 
Philippine Republic 5 034 
Korea 000 
Jaran 52% , 191 
Other countries 688 


Total 


Mexico 

Cuba 

Venez"ela 

lrriest , 542, 773 
Yugoslavia 000 
Israeli Palestine 685 
India 580 
Philippine Republic 738, 395 
Janan ; . 664 
Other countrie 


Total 


Mexico 

Cuba 

Lebanon 

Philippine Republic 
Japan 

Other countries 


Total 


September .---}| Mexico 
Costa Rica 
Cuba 
Peru 
Brazil 
Philippine Republic 
Japan 
Other countries 


Total 


October...-- ; . Mexico 
Brazil 
Philippine Republic 
Japan 
Other countries 


Total 


November... .......- _ Mexico 
Cuba 
Peru 
Brazil 
Philippine Republic 
Japan 
| Other countries 


Total 
December.- - sbebtcue . Mexico 
Cuba 
Israeli Palestine 


Japan 
Other countries 
Total s = 2, 50 


Grand total 105, 925, 414 10, 85 


Source: U. 8. Department of Commerce, United States Exports of Domestic and Foreign Merchandise, 
Rept. No. 410, pt. 1 (issued monthly 
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APPENDIX B-6. 


Berm 


Cuba 

H 

DD 
Nether] 
French 
Colombia 
Venezuel 
Ecuador 
Peru 
Bolir 
Braz 


wmnananry 


AGREEMENTS 


EXTENSION ACT OF 


Exports, nonfat dry milk solids, 


uuntry of destination 


Israeli (Palestine) 
Afghanistan 

India 

Pakistan 

Ceylon 

Burma 

Siam 

British Malaya 
Indonesi 

Philippine Republic 


ian Congo 


of South 


Potal 


whole milk 


arrears 


1953 


1950 


Net 
quantity 


20), 644, 157 
4, 784, 351 
8 157, 861 
6, 240 
, 27%, 426 
65, 000 
, 186, YR? 
595, 262 
" 929) 000 
816, 680 
3, 897, OSI 
498, 350 70K 
861, 96: 81.92 
5, 113, 5¢ 426, 5&8 
746, 37 19. 09 
6, O8 
789, 875 98 
, 931,314 575, 267 
&, 000 1,0 
, 608, 933 
82, 185 
400 


16, 50% 


24( 


449, 5R¢ 


niries and 


Total do 
value 
1950-52 


Total 


&, 790 


684 
, 495, 404 
, 820, 122 

19, O50 
487, 414 
774, 53 
180, 001 
431, 590 
O60, 879 
, 812, 264 


, 111, 945 


1, 290 
21, 463 
100, 743 
10, 935 
227, 16K 
649, 468 
25, 962 
82, 932 
470, 916 

210 
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APPENDIX B-7.—Summary Dry whole milk exports, 1950 
areas—Continued 


Country 


yp 
[tals 


Eu 


Denmark 
United Kingdor 
Belgium 
France 
CGrermany 
Austria 
Switzerland 
Finland 
Spain 
Trieste 
Yugoslavi 


Greece 


Asia Mir 
Svri 
Let 
Iraq 
Iran 18. OOO 
Israel i 
Kuwait 
Saudi Arabia 
Bahre 


ial Islands 


000 
Sudan 


Cameroor 

French Equatorial Afric 
Gold Coast 

Nigeria 

Other British West Africa 
Angola 

Other Portuguese 
Liberia 

Belgian Cong 

Ethiopia 

French Samoliland 
British East Africa 
Mozambique 

Union of South Africa 
Northern Rhodesia 


Total Africa 
Other countries 


Grand total, all areas 





*Compiled fri 
ehandise, Rept 


2HO4 
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APPENDIX B-8.—Summary—FEcports of nonfat dry milk solids, 1950-52, by 
countries and areas 


Shipments of nonfat dry milk solids, in pounds Total 
dollar 
1951 1950 Total | value 


712, 85 254. 150 1, 034, 500 $153, 


722, 461 | 26, 965, 916 4, 299 
025, 590 , 259, 392 
111, 97% 164, 900 
1, 374 22! , 53°. 100 
434,0°5 896, 669 | 
649. 784, 865 
, 343. 273 . 785, 050 | 
214,45 | 860, 795 
171, 775 363, 195 


017 34, 582, 882 


448 


O15 


. 105 


can Reput 5 ) 26, 885 
Netherlands Ant 
French West In 


West 


Austria 
Czechoslov 
Poland 
Italy 

rrieste 
Yugoslavia 
Cireece 
Bulgaria 


Total, Europe 


Asia Minor: 
Lebanon 
Iran 
Israeli 


Total, As 
Asia: 


Afghan 

India 

Paaistan 

Ceylon 

Burma 

Siam 

British Malaya 

Indonesia 

Philippine Republic ; ; 5, t 

Korea ) l, 37 2, 252, 57 242, § 
Houg Kong 6 
Taiwan { 1, 83! 109, | 
Japan 3 32 58, . 9, 53 7,911, 


Total, Asia 333 | 22. 731, 4 ¢ 12 1125 0, 074, ! 
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APPENDIX B-8.—Summary—Erports of nonfat dry milk solids, 1950-52, by 
countries and areas—Continued 


Shipments of nonfat dry milk solids, in pounds [Total 
otal 


Country : a " dollar 
1952 1951 1950 Total value 


Africa: 
Tangier 
Egypt 
Angola 
Liberia 
Belgian Congo > 
Union of South Africa. _- 240 


8. 000 28, 600 
2, 608, 93 2, 608, 933 
82, 185 93, 2 
750 9, 
16, 509 


Total, Africa , 954 716, 608 2. 763, 56 
Other countries 1737 17, 675 2, 190, 50: 419, 656 


Grand total 58, 727,672 | 98,077,951 |229, 586 |386, 255, 209 30, 267, 584 


Source: U. 8. Department of Commerce “‘U. 8. Exports of Domestic and Foreign Merchan lise,”’ 
No. 410 pt. I 


APPENDIx C—-I.—Supply and distribution of dry whole milk, 1950 


1°50 
Opening stocks 


Production 


Imports 


Total supply 
Stocks, December 31 


Total commercial sales 
ales to Quartermaster 
Commercial export 
Shipments to Territories 


Total domestic sales 


1 Preliminary. 
Source: American Dry Milk Institute Statistical Department. 


APPENDIX C-II.—Supply and distribution of dry buttermilk solids (including 
animal feed), 1950-52 


Opening stoc ks 
Production 
Imports 


Total supply 
Stocks, December 31 


Total commercial sales 


! Preliminary. 
Souree: American Dry Milk Institute Statistical Department, 
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APPENDIX C-II1.—NSupply and distribution of nonfat dry milk solids, 1950-52 


195 1942 


nD Milk Institute Statistical Department 


APPENDIX C-—l1V Comparison Of 1952 monthly production with average monthly 
production 


[Millions of pounds 


Average 
produc- Produc- 
tion tion,? 1952 


1947-51 


Month 


O 


120 y December 
115.9 “ 
3 Total 7é | 841 


lated Series, June 1951, and Milk Production on Farms and 
53, U.S. Department of Agriculture, Bureau of Agricultural 


port, U. 8. Department « griculture, Bureau of Agricul 
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APPENDIX C—V 


COMPARISON OF COMMERCIAL SALES BY MONTHS 


NS| OF} POUNDS 


1951 
Jan. ‘ 60.5 
Feb. ° 44. 
March o 52. 
April ; oh 
May ° 63. 
June 7 67. 
July 2 50. 
August ‘ 58. 
Sept. ‘ 48. 
Oct. . 57. ° 
Nov. i 51.7 
Dec. 50. 52.¢ 


on fuvwonwa+ @ ~ 


Total 587. 660. 58 


* Commercial sales includes domestic 
sales, commercial exports and pur- 
chases by the Armed Forces. 

enicneags amepunapemnennnnnenneseny 
| 


 & @& @ H @ 
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APPENDIX D-I.—Calculation of amount of potential amount of separated milk 
and nonfat solids on farms, based on 1951 production 


{Million pounds] 


Requirements 
Production ! ieee: EE | — 


Butterfat Nonfat solids 


Cheese (whole milk) 
Other types 

Skim 

Cottage 

Cream eottag 
Sweetened condensed whole 
Sweetened condensed skim 
Condensed whole 
Condensed skim 
Evaporated whole 
Dry whole milk 

Nonfat 

Ice cream mix 

Cream 

Casein 

Malted milk 
Ice cream mix 
Other mix 
Animal feed: 

Concentrated skim a . r , 

Dry skim meen ; os 1 
Butter (creamery 1 


266.3 | 793. 0 
157.7 


| 20 


wah 
ero DNmAOwwn- 


ua. oO 


a~ 


— 
Total requirements ent é 1, 989. 8 3, 261.8 





745, 000, 000 pounds to supply butterfat. 
36, 242, 200, 000 pounds to supply nonfat solids, 


.09 13, 502,800,000 pounds milk separated. 
Equivalent to 1, 215, 300,000 pounds nonfat dry milk solids. 
or 12, 928, 700, 000 pounds separated milk. 
1U. 8. Department of Agriculture Bureau of Agricultural Economics, Special Bulletin No. 120, De- 
cember 1952 


APPENDIX E-I.— Value of total imports to United States from Canada, Nether- 
lands, Sweden, Denmark, New Zealand, and Australia, 1949-51 


1949 1950 1951 


Canada | $1, 509, 924, 869 $1, 954, 431,377 | $2, 264, 643, 977 


Netherlands “ , 59, 717. 699 83. 675, 610 120, 114, 970 
Sweden ; ‘ eee 54, 454. 079 70, 936. 718 | 104, 159, 053 
Denmarkc 6, 330, 782 12, 276, 650 9, 214. 175 
New Zealand -. ‘ 23, 971. 117 60, 503, 618 | 31, 773, 227 
Australia - - tinal ; 100, 535, 309 135, 942, 682 471 


Source: U. S. Department of Commerce, United States Imports of Merchandise for Consumption, Rept. 
No. FT 120. 


APPENDIX E-II.—Value of total exports from United States to Canada, Nether- 
lands, Sweden, Denmark, New Zealand, and Australia, 1949-51 


1949 


Canada : ...-.------| $1, 888, 285, 481 | $1, 947, 629, 446 
Netherlands 281, 203, 281 63, 597, 710 | 
Sweden_-- . fos ‘ 85, 041, 472 | 96, 473, 268 | 133, 795, 795 


$2, 516, 228, 651 
232, 635, 130 


Denmark > i ol 93. 023, 446 * 54, 402, 329 65, 670, 399 
New Zealand 42, 414, 743 26, 523, 928 | 53, 240, 613 
Australia — 141, 849, 645 100, 378, 473 | 176, 526, 133 


Source: U. 8. Department of Commerce, United States Exports of Domestic Merchandise, Rept. No. 
FT 420, 
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APPENDIX F-1.—Basic calculations 


Average price received by farmer for manufactured milk Feb. 15, 1953 7__ $3. 72 
Average price received by farmer for butterfat increase Feb. 15, 1953*__ $0. 668 
Average percent butterfat in manufactured milk Feb. 15, 1953’*_percent__ 3. 90 
Average value butterfat in milk (3.90 x $0.668) -- $2. 605 
Average value nonfat solids in milk (3.72-—2.605) ee a yh 
Average percent nonfat solids in milk (see calculation I) percent... 8.953 
ee af es 1245 
8.953 

butterfat 0.6680 


Ratio of .>- in manufacturing milk ‘ 
- nonfat solids , ae ey 0.1245 366 


Average value nonfat solids in milk 


CALCULATION I 


100 pounds average milk (Feb. 15, 1953) contains 3.90 pounds butterfat. 

3.90 pounds butterfat produces 9.75 pounds 40 percent cream. 

100-9.75 yields 90.25 pounds separated milk. 

90.25 pounds separated milk yields, average,’ 8.0 pounds nonfat dry milk solids. 

Assuming 1 percent processing loss, 90.25 pounds separated milk contains 8.08 
pounds nonfat solids. 


8.08 é ‘ 
o~ X100=8.953 pounas nonfat solids in 100 pounds average 3.90 percent butter- 


90.25 
fat milk. 


*U. S. Department of Agriculture, Agricultural Prices 
27U. S. Department of Agriculture, Production and Marketing Administration, Dairy 
Price Supports, April 1951—March 1952. 


CALCULATION II 


Typical calculation to determine value of dry whole milk in terms of 100 pounds 
milk quoted f. o. b. seaboard, all duties paid, 29 cents. 

Percent 

Guaranteed butterfat content______- sil is ‘ : 28. 5 

Probable moisture oe pases 2.5 

Nonfat solids Z sediaiaa stds _ 69.0 


Total 100. 0 


Let x=value of butterfat/pound. 
Let y=value of nonfat solids/pound. 
Value of butterfat pound __ 
Value of nonfat solids/pound 
28. 5x+69. Oy = $29. 00 
x 
y = §.366 
28. 500x= 29-69. Oy 
_12.859x= _—69. Oy | 
41, 359x= 29 
x= 0.7012 
y= 0.1307 
3.90 pounds buterfat at 0.7012= 2.735 
8.953 pounds nonfat solids at 0.1307 = 895 


Return from 100 pounds whole milk 3. 630 


5.366 (see calculation I). 


APPENDIX F-2.—Comparison of quoted prices of imported dry whole milk and dry 
butterfat solids f. 0. b. port of entry, duty paid, with prices of comparable 
domestic products 


Butter fat May July January June August | February 


> . z , 
Product content 1952 1952 1953 1952 1952 1953 


Percent | Average | Average iverage 
Dry whole milk ‘ 28.5 0. 4046 0. 3930 0.3779 0. 2900 
Dry buttermilk : 4.5 1487 . 1750 1445 - 
Do.. _ 12.0 ee ‘ : . 1550 
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APPENDIX G—1 Production, dry whole milk, selected foreign countries 


APPENDIX G-2 Production, nonfat dry milk solids, selected foreign countries 


30, SUB 
9, 096 
4 82, 260 
26, 432 


i, Dominion Bureau of Statistics 


Bureau of Sta , 1950, series XX 
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APPENDIX G-—3 Earports of dru whole milk of selected countries o 


f ) 


areas of destination, 194 


British Pacific Island 
Other British countries 
Other non-British countries 


Total, Australia ‘ . * 


New Zealand North An 
West Indies 
South Amer 
Europ 
Asia 
Oceania 
Africa 


Other countrie 


New Zealand 


Agriculture Ser . Department of Agri 
i Exports, v« , 198 Dominion Bureau of 
Exports, vol. 9, 2, December 1952, Don 


tic 


nd Shipping, New 
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APPENDIX G—5.—Arerage hourly wage rate.of selected countries ' 


Mr. Remavey. In the interest of conserving the valuable time of 
the committee I should like to highlight a few of the salient features 
of our position which are developed more fully in the statement. In- 
cluded as tables in that statement are details of our production, do- 
mestic sales, imports and exports, and it is from these data that we 
have come to the conclusion that so long as the Government is pur- 
chasing or storing dry-milk products, these are evidences that 
there is a surplus of these products and imports of such products un- 
der these conditions shoul | be « ‘omplete sly restricted. 

The products under consideration : 

(1) Dry whole milk is fluid whole milk from which the water only 
has been removed; 

(2) Dry buttermilk solids is the milk resulting from the churning 
of butter, from which the water has been removed; and 

(3) Nonfat dry milk solids is separated milk from which the water 
has been removed; 

These products can be used wherever their fluid equivalent is re- 
quired. Additionally they have special uses of their own. Our four 
largest domestic markets are bakery products, dairy products, meat 
products, and the small retail package. 

1. Effect of imports in the dry-milk industry and the dairy econ- 
omy: I would like to consider first the effect. which imports have had 
on the dry milk industry during the period 1950-52 when imports of 
dry whole milk and dry buttermilk solids were completely unre- 
stricted. During this period dry whole milk imports increased from 
24,500 pounds to 87 million pounds and dry buttermilk solids imports 
increased from 539,000 pounds to 12,500,000 pounds. Also during this 
period the domestic production of dry whole milk dropped 32,500,000 
pounds in 1952 from 1951. The importation of these quantities of 
dry whole milk and dry buttermilk solids had the same effect on our 
economy as the importation of 38,200,000 pounds of nonfat dry-milk 
solids and 13 million pounds of butter. Similarly the loss of 32,500,000 
pounds of dry whole milk production meant the probable production 
of 23 million pounds of nonfat dry-milk solids and 10,700,000 pounds 
of butter, instead of the dry whole milk. In a period of surplus, such 
as We experienced in 1952 and are still experiencing in 1953, these 
imports plus loss in production of dry whole milk represented a total 
of 61 million pounds of nonfat dry milk solids and 23,700,000 pounds 
of butter which probably was bought by the Government under the 
support program. 
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Ze Competitive prices: Prices ot imported dry milk produ ts made 
them particularly attractive to the American manufacturer of food 
pre ducts. He could use these products more cheaply than butter and 
onfat dry-milk solids when bought at the existing support prices of 
65.75 cents per pound for butter and 15.6 cents—average 16 cents 
pray, 14 cents roller—for nonfat dry-milk solids. Under the pres 
ent support program 100 pounds of milk testing 3.9 percent butter 
fat and 8.95 percent milk solids not fat can be recombined from 
itter and nonfat dry-milk solids for $4.45. The same 100 pounds 

milk when combined from domestically produced dry whole milk 
it 40.46 cents per pound—average price June 1952—cost $5.44. Im 
orted dry whole milk selling at 15.5 cents cost $3.10 per 100 pounds, 

You can readily see that there is a great difference between the cost 
of a hundred pounds of milk from the imported products as opposed 
to the domestic products when bought at the actual support prices. 

Any American food manuvacturer needing fat and nonfat solids 
would obviously buy the imported product. The American dairy 
rhhi anut: wturer was the h forced Lo process his own milk Into product 
ior yeu which he could then sell to the Government in 1952 for 
in equivale nt $4.62 and 1953 for $4.48. 

Differentials in prices can probably best be illustrated by a com 
parison of the prevailing support prices in Canada and the United 
States. Canadian support prices today are S cents for roller and 11 
cents for spray. United States support prices are 14 cents for rolle: 
and 16 cents for spray. Even at a 50 percent ad valorem tariff, 
would be to the advantage of the American manufacturer to import 
Canadian roller nonfat dry-milk solids. Relaxation of Import re 
strictious can only mean increased imports and would require increased 
purchases by the Government under the support program. 

3. Potential imports: What are potential dry-milk imports if im 
port restrictions are relaxed¢ ‘The major foreign producers and ex 
porters of dry-milk products are Canada, Sweden, Denmark, New 
Zealand, Netherlands, and Australia. During 1951, which is the latest 
vear for which we have complete data, these nations produced 145, 
900,000 pounds of nofat dry-milk solids and 179,500,000 pounds of 
dry whole or approximately a total of 325 million pounds of dry-milk 
products. In 1950 consumption of these product ts amounted to only 
152 million pounds—excluding New Zealand for which there is no 
data—or approximately 50 percent of their production. This means 
that about 50 percent of the production of these countries is for export. 
It is obvious that these exports will tend toward the highest price 
market, which is the United States. 

t. Kxportmarket potentials: Our exports of dry-milk products do 
not conflict with our stand on import restrictions. Except for exports 
which have been financed through the ¢ ‘ommodity Credit Cor por: shin 
or other Government agencies, our e xports are : almost entire ly to mal 
kets which are historically United States markets such the Latin- 
\merican countries, Japan, and the Philippines. Over 90 percent of 
our commercial exports of dry milk are to Central and South America. 
One nation alone, Venezuela, in 1952 bought 32,500,000 pounds out of 
a total export of 42,500,000 pounds. It should be pointed out, how 
ever, that due to competition from other exporting nations, our ex 
ports of dry whole 
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milk in 1952 were off 17 million pounds from 19: 
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Canadian dry whole milk, 28 percent BF packaged in 5-pound cans 
can be bought f. 0. b. New York for transshipment at 3 cents per 
pound less than the last bid accepted by the Quartermaster for a 26- 
percent BF product. Obviously, we cannot expect to hold our export 
markets with this type of competition. 

Our commercial exports of nonfat dry milk solids increased ap- 
proximately 10 million pounds in 1952. ‘This increase is largely due 
to the fact that through the Commodity Credit Corporation nonfat 
dry-milk solids was introduced to such countries as Israel, India, and 
Greece, which then became commercial markets in 1952. It is doubt- 
ful, however, that these markets can be maintained because of price 
differentials. 

In view of the facts which I have presented and those which are 
developed more fully in the filed st: itement, the American Dry Milk 
Institute respectfully requests this committee to adopt an amendment 
to section 8 of the bill amending section 22 of the Agricultural Adjust- 
ment Act by providing the authority for a complete 1 estriction of the 
importation of any and all dry-milk products when our domestic pro- 
duction is sufficient for domestic needs. Such sufficiency would be 
evidenced if the Government was purchasing or holding inventories 
of dry-milk products under a price-support program. 

In support of our recommendation we have made the following 
points which are substantiated by the data presented : 

1. Importations of dry milk products have the same effect on our 
total dairy supply as the importation of fluid whole milk and at this 
time such importations are unwarranted and aggravate our domestic 
economic problems. 

2. Importations of dry-milk products divert a portion of our milk 
supply to the manufacture of products purchased by the Govern- 
ment under the support program thereby increasing the Govern- 
me nt’ s inventory and placing added burdens on the taxpayer. 

The elimination of imports of dry-milk products is not incom- 
nati tible with our commercial export trade. We are not competing 
with the major exporters of dry-milk products except in areas de- 
ficient in dairy products and in areas which have been historically 
American eee markets. 

Congressman Andresen has proposed to you an amendment to 
section 8 (a) of the Trade Agreements Extension Act. If the Ways 
and Means Committee deems it unwise, for reasons not apparent to 
us, to follow the recommendations we have made, the American Dry 
Milk Institute would urge the adoption of the Andresen amendment 
as a minimum of protection for the industry. 

Thank you, Mr. Chairman. 

The Cuarrman. We thank you for your very fine statement here. 
There is a great deal of very valuable information in that document. 

Are there any questions? 

If not, 1 again thank you, sir. 

Mr. Rem LEY. Thank you, Mr. Chairman. 

The Cuamman. The next witness is Mr. Walter W. Cenerazzo, 
national president, American Watch Workers Union, Waltham, 
Mass. 
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STATEMENT OF WALTER W. CENERAZZO, NATIONAL PRESIDENT, 
AMERICAN WATCH WORKERS UNION, WALTHAM, MASS. 


Mr. Cenerazzo. I will make my statement real brief, Mr. Reed. 

The Cuairman. Thank you very much. And by the way, does the 
reporter have your full name and capacity in which you appear? 
Very well, you may proceed, Mr. Cenerazzo. We are glad to see you 
here again. 

Mr. Cenerazzo. Mr. Chairman and members of the committee, I 
have appeared periodically before this committee in behalf of the 
American Jeweled Watch Workers for a period of over 10 years. 
During that time, we have consistently opposed the Reciprocal Trade 
Act and its provisions because we have felt that it was a wind of 
words without adequate protection to those persons who are citizens 
of the United States who are entitled under the law to the pro- 
tection of their standard of living. 

In 1945, the then President of the United States gave a pledge 
through this committee to the people of the United States that no 
Americ - industry would be hurt by the enactment of the Reciprocal 
Trade Act. A Commission appointed by him, a Tariff Commission 
appointed by him, finally gave the jeweled watch industry a hearing. 
Those hearings took many, many months, and it was over a year from 
the time when the hearings were initiated before a decision was given. 
And it is interesting to note that even that outstanding free trader, 
Mr. Lynn Edminster, the Democratic member of the Tariff Com- 
mission, couldn’t see fit to vote against the watch industry. He voted 
and concurred that the jeweled-watch industry was hurt and made a 
recommendation that the tariff be increased 50 percent on watches. 

The same President of the United States that gave a pledge to this 
Nation that no American industry would be hurt refused to accept 
the recommendations of the Tariff Commisison, all the members of 
whom had been appointed by him, and turned down our case for 
relief. 

Where, under the Reciprocal Trade Act, do we then go? The facts 
are on the record. Employment is far less in the American jeweled- 
watch industry than it has ever been. And let us record the progress. 

The Elgin National Watch Co., the biggest producer of American 
jeweled watches in America, today employs less than 50 percent of 
what it did in 1940 on the production of jeweled watches. It has the 
most outstanding technological improvements brought into its plant. 
It produces a watch in 40 percent of the time today that it did in 1940. 
And yet it finds itself in the position of being an importer of watches. 
Why? Because the wages on imported watches and the cost of pro- 
duction on imported watches are approximately half of what they can 
be produced for in this country with the most modern and efficient 
methods known to man. 

Elgin isan importer. The president of Elgin appeared before your 
committee. He owes an obligation to this stockholders. They have 
diversified. Let us see how they have diversified. 

They haven’t taken their present plants in Elgin, IIl., and Lincoln, 
Nebr., and brought in new products into those pla ints. Oh,no. Under 
the depreciation clauses which are allowed under your tax laws, it 
pays for a company to go ahead and buy other companies. The com- 
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pany that sells out wants to establish a capital-gains-tax provision 
instead of inheritance-tax problems, and it sells its company out. 

The Wadsworth Watch Case Co. was bought, and that company to 
day. is in the watch-case business under the name Wadsworth and in 
val jewelry lines. It purchased under the same basis, the Hadley 
Co..i in Provin dence Ce i 

And so, while profits are guaranteed to the stockholders of the Elgin 
National Watch Co., the job opportunities for the original employees 
of the Elgin National Watch Co. are shrinking and shrinking and 
shrinking. And if the war orders of this Nation stopped tomorrow 
morning, better than 50 percent of the employees of the Elgin Na 
tional Watch Co. in Eloin, [ll.. and Lineoln, Nebr.. would be out of 
work, because there wouldn’t be any work for them on jeweled watches. 

Let us take the Hamilton Watch Co., one of the finest watch move 
ments made in the world. That company is importing today under 
the name “I]linois.” It has also many modern methods of produc- 
tion, and it can produce a watch movement today in about 40 percent 
of the time that it did in 1940. But it finds itself obligated to import 
under the name “Illinois.” And tomorrow morning, if war orders 
stopped for that company, they would have less than 50 percent of 
those employed in 1950. 

The third and remaining company which has been a scapegoat be- 
fore this committee, the Waltham Watch Co., is a victim of imports 
and imports solely. Today it has a thousand p eople employed. Eight 
hundred of the thousand are employed on other than civilian 
watch production. 

Waltham Watch Co. will never again, unless there is something 
done to the tariff, be a producer of jeweled-watch movements: not 
because it doesn’t have efficient procedures, not because it doesn’t have 
the equipment and the manpower, but because why! The present 
management of the Waltham Watch Co, can import a movement for 
far less than it can produce it for in Waltham, Mass. 

That has taken place in the period of 10 years. And it comes to 
give me the impression that this tariff situation is much like a group 
of persons in a family that see a sister and a husband and her children 
having tough luck. Everybody is sympathetic. But it is up to the 
sister and the husband and the children to work out their own prob 
lems. While everybody is sympathetic, nobody can help them. They 
navist help themselves 

But in a tariff problem, there isn’t much you can do to help yourself. 
I have seen the most modern assembly lines put into effect at the Elgin 
and the Hamilton Watch Co’s. We have cooperated as a union for 
technological improvement. We have seen watch production on as- 
sembly, the time to produce a watch on assembly. reduced better than 
half. It doesn’t make any more jobs for us. Because why? The 
level of production doesn’t increase, because the volume doesn’t increase 
for the PORREONy because the opportunity to sell their watches is 
limited, because when a jeweler gets the opportunity to buy a watch 
movement from an importer he makes a greater markup than he can 
buying it from Elgin, Hamilton, or Waltham. And the answer to 
that is: What, under your reciprocal trade program, can we do 
about it ? 

If the Simpson bill is approved, and I have grave doubts that it will 
he approved by your committee, even though there are many on your 
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committee who thoroughly believe in the provisions of the Simpson 
bill, it does not help the watch industry. The hearing is over. The 
President of the United States turned us down. The only hope we 
have is the bill that has been filed by Congressman Curtis, of Nebraska, 

and by Congressman Harold Donohue, of Massachusetts, similar bills. 
We can’t even get a hearing before this committee. We realize you 
are busy. But we are just gone. And our industry dwindles and 
dwindles. : 

The responsibility is not mine. The responsibility is not with the 
industry. The responsibility lies with the Members of Congress, who 
ev idently haven’t read their his tory books late shy to find out that there 
are three branches in Government, the executive, the le gislative, and 
the judicial, all with separate powers. But it seems that the practices 
of the last 20 years, where the signals were called at the White House 
for the members of the legislative branch, are still being followed 
under the Republican administration, and we find here a bill to extend 
the Reciprocal Trade Act for 1 year. “We have got to study. We 
have got to find out what is going on.” IT always thought that men of 
honor and men of integrity and men of vision had a program to 
present. And in all the conferences I have ever seen in life, whenever 
you use the words “to study” it means because you haven’t got a 
program and you don’t know what you are doing, so you want to study. 
And it seems to me that the men of integrity in this Congress, both 
Democrats and Republicans, and I believe you all are, should finally 
come to the conclusion that self-preservation is the first law of nature, 
and you owe an obligation not to the people of Great Britain, not to 
the people of Europe, not to the people of all the nations of the world, 
but you owe first and primarily an obligation to the people that you 
represent, the peop le of the United States. 

Mr. Lynn said here that he is not afraid of the competitive factors 
of other countries against the United States. I would like to take 
him through some of the plants that I have visited in other countries 
in this world. He would finally come to the conclusion that the know 
how that we so consider and pride as our own is known to other nations 
of this world. 

L would like to see the members of this committee go out to the new 
Elgin plant and see an assembly line that is there, w ith watches manu- 
factured in other countries and purchased by an American company 
known as Elgin from a firm in a foreign nation and put in here be- 
cause it is far more efficient than anything that we have in the United 
States. Know-how today with plane travel and telephones, and so 
forth, isn’t limited to the boundaries of the United States. This com- 
mittee must recognize that you cannot handle tariff problems indi- 
vidually, as a membe r of the W ays and Means Committee, but that 
it has got to be done by an impartial commission such as the Tariff 
Commission, and you have got to give them the authority to study it. 

I am thoroughly convinced, after seeing Mr. E dminster vote as a 
member of the I Tariff Commission, that even though men may have 
confirmed ideas, if they have the facts they will go ahead and give 
American industry protection. 

But you can’t allow the logrolling to take place after that decision 
comes, by letting a President determine what are the facts. I don’t 
think we would fare any better under President Eisenhower than we 
did under President Truman from a watch industry standpoint. We 
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would have a far better chance with impartial men on a Tariff Com 
mission determining our fate. 

I hope that you pass that portion of the Simpson bill which will 
make it mandatory upon the President to put into effect the recom- 
mendations of the Tariff Commission. 

And last but not least, 1 want to say to you: I don’t know what you 
are going to do about the watch industry, but God forbid you ever 
need it in another war, because the responsibility will be solely on 
the heads of the members of the Senate Finance Committee and the 
House Ways and Means Committee for not putting in appropriate 
legislation to protect an industry that has been hurt and the jobs 
that have been hurt. 

Thank you very much. 

The CHatrMaNn. Thank you, Mr. Cenerazzo. 

Mr. Curtis will inquire. 

Mr. Curtis of Nebraska. Mr. Cenerazzo, you referred to bills that 
have been introduced. I do not recall the number of the other bill, but 
mine is H. R. 3162. 

Mr. Chairman, may LThavea copy of the bill inserted in the record at 
this point ¢ 

The CHAIRMAN. Without objection, it is so ordered. 

(H. R. 3162 is as follows:) 


[H. R. 3162, 838d Cong., 1st sess. ] 


A BILL To carry out the recommendations of the United States Tariff Commission with 
respect to duty concessions on Swiss watch movements 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That the President is authorized and directed 
to take such steps as may be necessary (including the giving of notice and con- 
sultation in the manner provided in the trade agreement entered into on Janu- 
ary 9, 1936, between the President and the Swiss Federal Council, and supple- 
ments thereto) to put into effect at the earliest possible date the modification 
of duty concessions in the said trade agreement with respect to watch move- 
ments, as recommended by the United States Tariff Commission in its report to 
the President dated June 14, 1952, following an investigation conducted under 
section 7 (the so-called escape clause) of the Trade Agreements Extension Act 
of 1951. 

Mr. Curris of Nebraska. And following the insertion of the bill, 
Mr. Chairman, I ask unanimous consent to include the report to the 
President by the United States Tariff Commission, dated June 14, 
1952, including their findings and recommendations. It amounts to 
pages 1 to 7 inclusive. 

Mr, Jenkins (presiding). Without objection it is so ordered. 

(The material referred to is as follows:) 


REPORT TO THE PRESIDENT 


UniTep States TARIFF COMMISSION, 

Washington, June 14, 19852. 
To THE PRESIDENT: The United States Tariff Commission herein reports its 
findings and recommendations based upon the results of the investigation made 
under section 7 of the Trade Agreements Extension Act of 1951 with respect 
to watches, watch movements, watchcases, and all other articles and parts of 

articles classified under paragraph 367 of the Tariff Act of 1930, as amended. 
On February 13, 1951, an application was filed with the Tariff Commission on 
behalf of the Elgin National Watch Co. of Elgin, Ill, and the Hamilton Watch 
Co. of Lancaster, Pa., for an investigation under Executive Order 10082 with 
respect to jeweled watches and watch movements containing 7 jewels or more but 
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ot more than 17 jewels, and parts thereof The application was subsequently 
endorsed in a communication received by the Commission on March 5, 1951, 
from the trustees in reorganization of the Waltham Watch Co. 

On March 22, 1951, the Commission instituted an investigation under para 
graph 13 of Executive Order 10082 as requested by the applicants, but on its own 
motion extended the scope of the investigation to apply to all articles provided 
for in paragraph 367 of the Tariff Act of 1930, as amended. A public hearing in 
the investigation was held commencing May 15, 1951, and ending May 24, 1951, 

which interested parties were given opportunity to be present, to produce 
evidence, and to be heard. Notice of the investigation and of the public hearing 
was given by posting a copy of the notice at the office of the Commission in 
Washington, D. C., and at its New York office, by publication in the Federal 
Register (16 F. R. 2715), and by an announcement regarding the notice in the 
veekly Treasury Decisions of March 29, 1951. 

Section 7 of the Trade Agreements Extension Act of 1951 (Public Law 50, 
82d Cong., approved June 16, 1951) superseded paragraph 13 of Executive Order 
10082, and the Commission continued the investigation with respect to the sub 
ject matter of this report in its status as of June 15, 1951, under section 7 of the 
lrade Agreements Extension Act of 1951 Notice of this action was published in 
the Federal Register (16 F. R. 5893).° Section 7 provides that upon applicatior 
of any interested party or upon its own motion the Commission shall make an 
nvestigation to determine whether any product upon which a concession has 
been granted under a trade agreement is, as a result, in whole or in part, of the 
duty or other customs treatment reflecting such concession, being imported into 
the United States in such increased quantities, either actual or relative, as to 
cause or threaten serious injury to the domestic industry producing like or 
directly competitive products 

Section 7 of the Trade Agreements Extension Act of 1951 established proced 
ires for determining whether there is cause for invoking the escape clause of 
trade agreements which conform with the policy set forth in section 6 (a) 
of the Trade Agreements Extension Act of 1951. 

The trade agreement with Switzerland, signed January 9, 1936, did not orig 
nally contain an escape clause conforming with the policy set forth in section 
6 (a) of the Trade Agreements Extension Act, but on October 13, 1950, the 
United States and Switzerland agreed that an escape clause should thereafter be 
applicable to that agreement. The President, in his report to the Congress under 
the provisions of section 6 (b) of the Trade Agreements Extension Act of 1951 
(House of Representatives, 82d Cong., 2d sess., Doc. No. 328) stated that the 
escape clause made applicable to the trade agreement with Switzerland was 
of the standard type which is in conformity with the policy set forth in section 
G6 (a) of the Extension Act. The text of the escape clause included in the trade 
agreement with Switzerland was set forth in the President’s proclamation of 
November 25, 1951 (16 F. R. 11948). 

The duty concessions granted in the trade agreement with Switzerland on the 
articles covered by this investigation are set forth in sehedule II of that trade 
agreement in items 367 (a), 367 (¢@), 367 (d), 367 (e), 367 (f), and 367, 
respectively. 

In the conduct of this investigation the Commission did not rely solely on 
information contained in the application or in the oral testimony and briefs 
presented at the public hearing. The Commission obtained a great deal of 
information from its own files; from its earlier investigations and publications 
on the same general subject; from reports, publications, and data from other 
Government agencies, including the United States Departments of State, Treas- 
ury, Commerce, and Labor; and from various sources in Switzerland. In addi- 
tion, much information was obtained from field work of representatives of the 
Commission who spent considerable time during June, July, and August, 1951, 
visiting domestic watch and clock factories, various establishments operated by 
importer-assemblers,’ and several plants which make watcheases. Conferences 


1For the purpose of the 1-year time limitation within which the Commission must make 
a report under the Trade Agreements Extension Act of 1951, the application for investi 
gation was considered as having been made on June 16, 1951 

*The so-called importer-assemblers in the United States import complete watch move 
ments which they install in domestic cases, frequently of their own manufacture; they 
then merchandise the complete watches in much the same manner as do domestic watch 
companies which assemble watch movements from watch parts which they manufacture in 
their own domestic plants. Importer-assemblers do not assemble watch movements from 
imported watch parts. 
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were held with United States customs officials, buyers for department stores, and 
major importers of watches, watch movements, and small clocks. Appended 
to this report is a summary of the information obtained in this investigation, 
trom which confidential information has been omitted. 


FINDINGS OF THE COMMISSION 


As a result of its investigation, including the hearings, the Commission finds: 

I. That no serious injury or threat thereof exists for the domestic industries 
concerned by reason of imports of articles provided for in paragraph 367 (a) of 
the Tariff Act of 1930 on which no reductions in duty—except for the reduction 
in the duty on adjustments imposed under subdivision (4) of the said paragraph 
367 (a)—were made pursuant to concessions granted in the trade agreement with 
Switzerland signed January 9, 1936; 

II. That no serious injury or threat thereof exists for the domestic industries 
concerned by reason of the customs treatment reflecting the concession granted 
in the said trade agreement with Switzerland with respect to the duty imposed 
under subdivision (4) of the said paragraph 367 (a) ; 

III. That no serious injury or threat thereof exists for the domestic industries 
concerned by reason of imports of articles provided for in subparagraphs (c), 
(d), and (e) of paragraph 367 of the Tariff Act of 1930; 

IV. That no serious injury or threat thereof exists for the domestic industry 
concerned by reason of imports of articles provided for in subparagraph (f) 
of paragraph 367 of the Tariff Act of 1930; 

V. That, partly as a result of the customs treatment reflecting the duty 
concessions granted in the trade agreement with Switzerland, those articles 
provided for in paragraph 367 (a) of the Tariff Act of 1930 on which reductions 
in the duty imposed under subdivision (1), (2), (3), or (5) of the said para- 
graph 367 (a) were made pursuant to such concessions, are being imported 
in such increased quantities, both actual and relative, as to threaten serious 
injury to the domestic industries producing like or directly competitive products ; 

VI. That, in order to prevent the aforementioned threat of injury from 
materializing, it is necessary that the reduced rates of duty imposed under 
subdivisions (1), (2), (8), and (5) of paragraph 367 (a) of the Tariff Act of 
1930, which are presently being applied pursuant to the trade agreement with 
Switzerland, be increased for an indefinite period, by 50 percent but in no case 
to exceed the rates originally imposed under the Tariff Act of 1930. 

Commissioners Ryder and McGill dissent from findings V and VI above. 


RECOM MENDATION 


In view of findings V and VI above, the Tariff Commission (Commissioners 
Ryder and McGill dissenting) recommends as follows: That the duty concessions 
on articles described in item 367 (a) of schedule II of the trade agreement with 
Switzerland on which reductions in the duty imposed under subdivision (1), 
(2), (3), or (5) of paragraph 367 (a) of the Tariff Act of 1930 were made, be 
modified for an indefinite period so as to permit the application to such articles 
of rates of duty under subdivisions (1), (2), (3), and (5) of the said paragraph 
367 (a), 50 percent above the present rates but in no case exceeding the rates of 
duty originally imposed under the said subdivisions of paragraph 367 (a) of the 
Tariff Act of 1930. 

The Commission will keep developments with respect to articles of the kind 
to which this recommendation relates under constant review for the purpose of 


making whatever recommendation may hereafter be warranted by changed 
conditions. 


Respectfully submitted. 


LYNN R. EpMINSTER, 
Vice Chairman. 

EpGar B. Brossarp, 

E. DANA DURAND, 

JOHN ’P. GREGG, 
Commissioners. 


Mr. Curtis of Nebraska. Would you favor the incorporation of that 


bill into whatever is reported out by this committee on trade 
agreements ? 
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Mr. Cenrrazzo. Yes, I would. And I would like to point out that 
in the United States today we have what we call a Give Away 
America Club. It is inherited from the famous Tinkers-to-Evers-to- 
Chance combination, the successors being Acheson-to-Lovett-to- 
Clayton, and now Acheson-to-Lovett-to-Douglas. And we have a new 
president of the “Give Away America Club,” who appeared before 
your committee. Mr. Harold Stassen. It seems to me that that kind 
of thinking among the Republicans has to be cleaned out if we are 
going to get the protection such as is filed in your bill. 

Mr. Jenkins. You state you have been coming here for years. 
I have listened to you with great interest, when you have appeared, 
and I have listened to you with great interest today, and I want you 
to know that personally I agree almost a hundred percent with you. 

Now let me ask you this. What is the feeling among the watch- 
makers, those that you represent here, as to whe ther the »y look upon the 
proposition as hopeless? Do they have any hope? 

Mr. Cenrrazzo. We had great hope when there was a Republican 
victory in November. I sampaigned for it at considerable personal 
sacrifice. And I want to say we are completely frustrated, because 
we feel we are in the hands of Philistines. We were better off in the 
hands of the Democrats, because at least you had social legislation, 
and you had domestic legislation that was at least favorable. Today 
we feel we have lost the domestic legislation and we are still in the 
hands of freetraders. 

Mr. Jenkins. What is the labor relationship out in Elgin and these 
places where they have changed over completely, and where they 
bring in the works and put in the finishing touches and send them 
off? What is the feeling of the men in your group? 

Mr. Cenerazzo. A feeling of frustration, Mr. Jenkins, complete 
frustration. 

Mr. Jenxrns. How about the wages? Do they get fair wages? 

Mr. Cenerazzo. Of course, those working on war orders, and some 
working on domestic production, are employed, and as long as human 
being are such that they think of today and are just hoping against 
hope that something will happen—as long as there is life there is 
hope, and I hope th: it eventually some Committee on Ways and Means 
with commensense will do something to reverse the trend. I guess that 
is about the way the members of the watch industry in general feel. 
And I hope that the philosophy expounded by yourself and Mr. Dan 
Reed and other members of the committee eventually will become the 
legislative act of the United States and we will have some pro- 
tection against what we have to fight against. 

The Crarrman. I want to ask one question. Can you think of a 
tariff high enough to help you? Would it have to be a quota? 

Mr. Cenerazzo. No, quotas would be of no value. You see, Mr. 
Reed, if you will permit me a couple of minutes on this, today every 
company that is in business doesn’t operate with its own money. It 
operates on borrowed money from inventory and accounts receivable. 
It borrows money and uses accounts receivable. In the watch indus- 
try, where you have 6 weeks’ open credit and 6-month notes, you have 
to go ahead with a tremendous amount of money to finance your ac- 
counts receivables and your inventory. And in January you are mak- 
ing stuff you don’t sell until next fall. You have to borrow from the 
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banks for that. When you go to the bankers to borrow, they are only 
interested in one thing. If you don’t show a 6-percent return on your 
original investment and 4 percent on depreciation, a ratio of 1 to 10, 
they are not going to lend you any money. 

So a quota isn’t going to help that situation whatsoever. What 
you are going to have to do is establish equality at the border so that 
an operator like Gruen or Longine will be on equal terms with Hamil 
ton and Elgin and Waltham. 

So Hamilton, when it sees a basis of manufacturing watches in 
this country, will then make them here, because they can go ahead and 
handle it that way. It is my opinion that quotas are of no value. I 
would be definite ly against quotas of any kind. I think there ought 
to be equality at the border on a straight study basis on comparable 
costs. And I think the Tariff Commission could establish such an 
arrangement to establish those costs on equality at the border. 

The CuarrMan. Would you be in favor of an increase in the num- 
ber of the members of the Tariff Commission ? 

Mr. Cenerazzo. Yes, I believe there should be seven members of the 
Tariff Commission. 

The Cuarman. Because you would really get a decision ? 

Mr. Cenerazzo,. That is night. 

The Cuamman. Mr. Goodwin will inquire. 

Mr. Goopwin. Mr. Cenerazzo, I am glad to see a man from Middle 
sex County come before this committee. You have had enough ex 
perience talking before legislative committees and other audiences so 
that I am sure you know the difference between hearers who are in- 
terested and hearers who are not, and I have no doubt you have been 
quite pleased at the fact that you had an attentive group of listeners 
here with this committee. And I would like to say that your un- 
remitting efforts in behalf of the Waltham Watch Co. over the years 
should alone be sufficient to assure you an attentive hearing before 
any forum interested in tariff legislation. 

Mr. Cenerazzo. Thank you, Mr. Goodwin. If you will only use 
your prerogative as a Me mber of Congress and not be subdued by the 
executive branch of the Government, you will do the people of your 
district and the people of this country a great favor. 

Mr. Goopwry. I anticipated exactly what you were coming back 
with, Mr. Cenerazzo. 

The CuarrMan. We want to thank you. 

You made a very fine presentation, as you always do. And it really 
is a pity that we cannot retain this fine industry, even if for no other 
reason than for national defense. 

On the other hand, the primary thing is that these boys should not 
be displaced by cheap foreign imports when they can do just as good 

job. I have a Hamilton watch right here, and certainly there is 
none better that I know of. 

Mr. Cenrrazzo. I just want to say, Mr. Reed, that I hope and pray 
that this is my Waterloo speech before this committee; that this is 
my last term as president of the National W: atchmakers’ Union. I 
feel that I have failed in my mission in life, which is to preserve an 
American jeweled watch industry, but I feel honor: ably that I have 
done the best I could, and I feel that the responsibility lies for the 
failure, not on me but on the failures of the Members of C ongress in 
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refusing to exercise their rights under the Constitution of the United 
States. 

The Cuarrman. I think the men you have represented can always 
be proud of the fact that you have fought the battle that you have 
fought. And I think you will still do some fighting yet. 

Mr. Cenerazzo. Thank you. 

The Cuarrman. The next witness is Mr. M. C. Firestone, secretary 
treasurer, United Wallpaper Craftsmen and Workers of North Amer- 
ica, York, Pa. 


STATEMENT OF M. C. FIRESTONE, REPRESENTING THE UNITED 
WALLPAPER CRAFTSMEN AND WORKERS OF NORTH AMERICA, 
AFL, YORK, PA. 


Mr. Firestone. Mr. Chairman and gentlemen of the committee, my 
name is M. C, Firestone. My statement is on behalf of the United 
W: allpaper Craftsmen and Workers of North America, AFL, repre- 
senting the skilled craftsmen and workers in the wallpaper-manufac- 
turing industry and the print-cutting-manufacturing industry. 

This statement is being submitted on behalf of the United Wallpaper 
Craftsmen and Workers of North America in connection with the cur- 
rent hearings now being conducted by the committee on H. R. 4294, 
amending the present Trade Agreements Act. 

This international union urges the enactment of legislation provid 
ing adequate measures for appropriate relief from economic hard 
ships resulting from the unfair competition of imports under the pres- 
ent Trade Agreements Act. We earnestly contend that the existing 
legislation is oppressive in that there is no adequate provision by means 
of which relief can be obtained by an industry such as the wallpaper- 
manufacturing industry. It is quite clear that current trends in the 
wallpaper industry in the United States, if not abated, must inevitably 
result in irreparable injury and oppressive economic hardships, not 
only to management but also to the employees in the industry. 

During the past few years, this international union has continuous 
ly, but unavailingly, sought to stem the rising tide of disaster. All 
previous efforts to advise congressional committees and departmental 
agencies concerning the economic evils resulting from the im] act of the 
current trade agreements program on this industry have bee n futile. 
As a result, representatives of management and labor in this industry 
have been compe ‘led to stand by he ‘Ip le ssly wate hing the meteoric rise 
of wallpaper imports. The employees in this industry have been and 
are being adversely affected by the incoming flood of wallpaper 
imports. 

Already more than 30 percent of the indus stry’ ) employees are 
currently laid off and have been denied any hope of reemployment 
within the foreseeable future. Even more, the remaining em p loyees 
in the industry have become increasingly apprehensive concerning 
their own economic security, in view of the relentless progressive 
rights of wallpaper inportation. 

Sureky it is not necessary to document the statistics of importation 
to prove the assertion concerning the unprecedented growth of wall- 
paper imports. Those figures are available to the staff members of 
this committee. Statistically the physical volume of finished wall 
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paper imports may appear on casual examination to be of small overall 
consequence. But the critical factor is that these imports are in- 
creasingly depriving American manufacturers of the very core of the 
domestic market. (This is the section of the market in which papers 
of high eye appeal and decorating value are distributed in substantial 
rollage volume. ) 

In 1950 it was estimated that imports had already displaced 15 
percent of domestic manufacturers’ delivery of comparable goods. 
Today that figure is in the range of 25 to 30 percent, and it still is 
on a sharply rising trend. 

During the past 15 years the number of rolls of wallpaper imported 
rose 546.7 percent. During the same period domestic production de 
creased approximately 25 percent. 

The shocking rate of increase of wallpaper imports is revealed by 
the realization that during the first 7 months of the 1952-53 season, 
all wallpaper imports increased 404.3 percent over the same period a 
year ago. 

In a market in which nearly one-third of all of the employees have 
been laid off, this startling percentage rise in imports during the cur- 
rent season must be regarded as desperately alarming. In view of 
such circumstances, the voice of protest should not go unheeded and 
the prophecy of economic hardship should not be disregarded. 

The crucial nature of the developing crisis in the wallpaper indus- 
try is best demonstrated by an analysis of previous experience. This 
industry has already experienced earlier impacts of discriminatory 
importation policies, and an examination of such experience will dra- 
matize the need for current remedial action. 

The economic status of the employees in this industry has been 
raised to the present level after a long history of collective-bargaining 
activities which commenced on or about July 23, 1883, when the first 
Wallpaper Machine Printers Union was organized as a local assembly 
of the Knights of Labor. It has been and is the objective of the union 
to unite all craftsmen and workers in the industry under the union 
jurisdiction to advance and protect their economic interests. The 
establishment of satisfactory terms and conditions of employment 
and the promotion of the general welfare have been achieved by the 
concerted and collective activities carried on by the union down 
through the years of its organizational history. We take pride in 
the fact that the skill of the craftsmen in this industry is among the 
highest in American industry. Four years of apprenticeship train- 
ing are required for machine printers and color mixers, and 5 years 
of such training are required as a prerequisite to certification as a 
print cutter. As a result of the union’s far-reaching program, pro- 
gressive improvements in terms and conditions of employment have 
been established, so that a specification of current working condi- 
tions constitutes a proud record of American industrial democracy 
in the wallpaper-manufacturing industry. 

Mr. Jenkins. Let me ask you a question. You are making a very 
important statement there. Is that general? Now, you say the labor 
relationships have been splendid. You have been very proud of those 
relationships. Well, have you had any strikes that have been very 
destructive ¢ 

Mr. Firestone. No, sir. 





TRADE AGREEMENTS EXTENSION ACT OF 1953 S91 


Mr. Jenkins. My point is this, you see. You could easily show 
quite a good return from those who did make these understandings, 
and still there might have been a very disastrous condition that 
prevailed among a few. 

Mr. Firestone. We have lost no part of the industry through labor 
strife. 

Mr. JENKINS. That is what I wanted to bring out, to be sure. 

Mr. Firestone. The present program constitutes the culmination 
of decades of continued collective effort and activity. Nevertheless, 
as a consequence of the impact of the current reciprocal trade tariff 
olicy on this industry, employees are losing their long-standing 
jobs, and the entire program of working conditions is endangered. 
The working standards which we have indefatigably sought to raise 
will inev itably be impoverished. This small American industry must 
surely succumb to the overwhelming assaults of merchandise now 
being increasingly imported. 

Mr. JENKINS. May I ask you, there: Do you state any place in your 
paper here how many people are employed in your organization ! 

Mr. Firestone. Our organization, which represents about 85 percent 
of the production employees in the wallpaper-manufacturing indus- 
try, at the present time has a membership of about 3,950. 

Mr. Jenkins. Then those that are organized or not organized 
would be about 5,000 all tegether ? 

Mr. Firestone. Approximately 5,000; yes. 

Mr. Jenkins. All right. 

Mr. Firestone. This union emphasizes its acceptance of the basic 
purposes of the current reciprocal trade agreement program. How- 
ever, it should be recognized as elementary justice, that the foreign- 
trade policy should be ‘administered so that its impact will be appor- 
tioned equitably. It certainly should be consistent with a reciprocal 
trade-agreement program to recognize that a very small industry 
such as wallpaper manufacturing requires protection from disinte- 
gration, and that such protection as will insure the industry’s survival 
will not undermine the essential purposes of the reciprocal trade- 
agreement program. It is, of course, an axiom to point out that a 
given volume of imports can be absorbed by a large American indus- 
try, and that the same amount of such imports can only result in the 
destruction of a small American industry through unfair competition. 

Special circumstances exist in this industry at the present time 
which make our working standards vulnerable. A retrospective sur- 
vey of our history clearly dramatizes our current peril. Prior to 
1921 Ame rican print cutters were employed continuously throughout 
the year under working conditions which assured them economic 
security on the basis of current conditions. Prior to 1921 it was 
necessary to affix the union stamp on all rollers and blocks which were 
used in printing wall paper. As a result employers were not per- 
mitted to use imported print rollers or blocks. However, in 1921 
the union-stamp clause was withdrawn from the contract and imme- 
diately the wallpaper manufacturers commenced purchasing foreign- 
made rollers and blocks imported from Germany, France, ‘E ngland, 
and Belgium. 

A survey conducted in 1923 by the United States Tariff Commission 
revealed that print rollers produced i in foreign countries had an aver- 
age declared value of approximately $9 68 per roller. With addi- 
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tional costs such as freight, insurance, et cetera, the landed cost with- 
out duties approximated $11.38 per roller. At the same time the Tariff 
Commission found that American print rollers were manufactured 
in American shops at an overall average cost of $34.73, approximately 
300 percent higher than the typical foreign importation. Under such 
circumstances, the entire American print-cutting craft was disinte- 
grated as American employers commenced a foreign importation 
purchasing program. 

Between 1921 and 1930, when the 1930 Tariff Act was enacted, the 
American print-cutting industry almost disappeared. Union condi- 
tions were rendered nugatory. The nefarious economic practice of 
homework became widespread. As the American shops disappeared 
small home shops sprang up and former union members, previously 
employed on a basis of economic security, were induced to compete 
with one another in a tobogganing market. The economic aristocracy 
of the American craft was disintegrated. Highly skilled print cut- 
ters, after many years of artisanship development, found themselves 
competing against each other and the European market, and soon 
were earning $8 to $10 per week for 60 and 70 hours of work. Such 
work was being done in garages, basements, attics, bedrooms, and 
outlying shacks. In many instances, these highly skilled craftsmen 
were compelled to go on public relief rolls to supplement their 
starvation Income. 

The passage of the 1930 Tariff Act did not rehabilitate the dis- 
integrated print cutters craft in America. The economic demoraliza- 
tion of the depression made impossible the reorganization of the craft 
or the reinstatement of the earlier union program of economic security. 
Actually, the 1930 tariff, with the subsequent modifications of 1939 
and 1941, have not been and are not a protection against the destruc- 
tive and disastrous unfair foreign importation hereinabove described. 
The reconstruction of the print-cutting craft occurred only after 
1937, when the union-stamp clause was reinstated in the union con- 
tract in the wallpaper manufacturing industry. Between 1937 and 
1947, these highly skilled craftsmen were able to reconstitute their 
craft and trade, because imported rollers and blocks were prohibited 
in the industry under the standard form of union contract for the 
wallpaper manfacturing industry. 

However, in 1947, the Congress of the United States enacted the 
Labor-Management Relations Act, under which the employers in this 
industry refused to retain the union-stamp clause in the standard form 
of union contract for the wallpaper manufacturing industry. As a 
result, the print cutters in this industry became subject to the fact 
situation which existed in 1921. Upon the elimination of the union- 
stamp clause, the employers have been able to purchase foreign print 
rollers and blocks which can be imported at a tremendously lower 
cost than such rollers or blocks can be manufactured under the pro- 
visions of our standard union contract. 

As a result of the promotion of foreign importation under our 
foreign trade policy program, agents from Germany and England 
are promoting the sale of foreign rollers and blocks. Unless adequate 
tariff barriers are erected, the print cutters in this industry must again 
be subjected to a disastrous repetition of the disintegration of their 
trade and craft. 
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Our union demands and has a right to expect protection against 
impoverishment of our American standards of livi ing, particularly 
when such impoverishment inevitably results from the ‘effectuation of 
a governmental foreign trade policy program. As American citizens, 
we protest against the economic pauperization of an entire group of 
American craftsmen resulting from the indiserimimate and nonintel 
ligent application of a reciprocal tariff program. 

The above-described experience resulting from the importation of 
print rollers constitute a dire warning. The collapse of the print- 
roller industry resulted from the operation of economic forces which 
will also cause the collapse of the entire American wallpaper industry, 
unless adequate measures are provided by law for effective remedial 
treatment. As hereinabove pointed out, the current promotion of 
unlimited foreign importations has already created an acute layoff 
problem throughout this industry. The continued progressive flood 
ing of the American market with imported wallpaper and print 
rollers must, of course, create cumulative disemployment. As job 
opportunities become increasingly circumscribed, it should be realized 
that consequent economic dislocation of hundreds of American workers 
will result. 

The tragedy is greater because of the fact that no significant pur- 
pose is served by the withholding of tariff protection required in this 
industry. Our industry is so infinitesimal a segment of the American 
economy that the tariff protection which will save this industry from 
destruction cannot possibly impair the general reciprocal trade pro- 
gram. Moreover, even if the latter contention be disputed, certainly 
there can be no harm in providing for adequate administrative proce- 
dure by means of which this matter can be effectively investigated and 
dealt with. 

The proposed legislation would appear to be mandatory as an exten- 
sion of the well-founded principle of procedural fair play. It is diffi 
cult to understand how anyone can withhold relief in a fact situation 

which the economic necessity for such relief has been adequately 
established. In short, this union is not requesting special or preferred 
treatment. It would seem reasonable that minimum standards of fair 
play would dictate the need for statutory machinery under which 
relief can be guaranteed in those cases where a proper showing can be 
made. 

In this little industry we have been proud of the economic security 
which we have established. No one can possibly adversely criticize 
our plea for procedural safeguards by which that economic security 
can be preserved. The trustees of our national welfare must surely 
agree that we are consistent with the American tradition in our con- 
certed attempt to prevent the disintegration of the economic standards 
which we have fought so valiantly to establish. 

This committee is empowered to recommend a legislative amend- 
ment under which impending economic disaster in this industry can 
be prevented. Surely the public policy of the United States demands 
affirmative recognition of the duty of Congress to enact such legis- 
lation. It cannot be denied that the : adoption of the proposed ame nd- 
ment will provide the administrative process by means of which the 
employers and workers in American industry can cooperate in main- 
taining the integrity of their respective industries. 
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For the foregoing reasons, the representatives of this union urge 
this committee to give favorable consideration to the proposed legis- 
lative amendment to prevent unwitting economic sabotage. The em- 
ployers of labor and the craftsmen and workers in this industry must 
be afforded an opportunity to go forward jointly in their traditional 
collective-bargaining programs by means of which they have sought 
to establish an American standard of living in this industry. If they y 
are permitted to effectively maintain such program, they will be silo 
to preserve and expand the employment opportunities for which the 
American workers have struggled and to the improvement of which 
they have dedicated their collective efforts. 

Mr. Jenxrns (presiding). Thank you. You have made a very 
fair and a very fine statement. 

Are there any questions? 

Mr. Coorrr. Let me ask one question for information, if I may, 
please, sir. 

Has the industry in whose interest you were speaking today made 
application to the Tariff Commission ¢ 

Mr. Firestone. In the past the industry and the union jointly have 
made application. 

Mr. Coorer. When did you make application ? 

Mr. Firesrone. We appeared at the hearings before the Committee 
for Reci Iproc ity in 1950 and 1947. 

Mr. Coorrr. You say before the Committee for Reciprocity Infor- 
mation ¢ 

Mr. Firestone. Yes. 

Mr. Coorer. But have you made any application to the Tariff Com- 
mission ¢ 

Mr. Frresronr. Not to my knowledge in recent years, sir. 

Mr. Coorrer. Thank you. 

Mr. a Kins. Are there any other questions? 

if not, we thank you for your appearance and, there being nothing 
further on a calendar, the committee will adjourn until 10 o’clock 
Monday. 


(The following material was submitted for the record :) 


STATEMENT oF THoR C. TOLLEFSON, A REPRESENTATIVE IN CONGRESS FROM THI 
STATE OF WASHINGTON 


Mr. Chairman, I wish to call to the attention of your committee, which has 
been holding hearings on reciprocal trade legislation, the very serious problem 
that confronts the narcissus (daffodils), iris, and tulip growers in the States of 
Washington and Oregon. They produce the greatest number of these flowers 
and bulbs in the United States. In my congressional district, for instance, are 
grown more King Alfred daffodils than in all of Holland. Some 30 million of 
these blooms are there grown in a single year. 

The growers in these two States are faced with ruin and bankruptcy because 
of the increasing amount of imports of bulbs from abroad where they are pro- 
duced with cheap foreign labor. An excess of foreign bulbs are dumped on 
American markets at prices below the cost of production in the United States. 

Growers in Washington and Oregon have been forced to accept prices for their 
products below their costs, and in many cases have been unable to dispose of 
their crops at any price whatsoever. In 1952 they were compelled to destroy 
about 20 percent to 25 percent of their unsold bulbs. In 1958 they plowed up 
and destroyed 25 percent of their planted acreage because a survey of the market 
convinced them that imports would prevent them from selling all of their crop. 

Narcissus bulb acreages in Washington and Oregon have been reduced from 
1,769 acres in 1948 to 1,440 acres in 1952. Since last year there has, as stated, 
been another 25 percent reduction. 
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Foreign imports in recent years have increased as tariffs have been lowered 
I include herewith a statement by the Northwest Bulb Growers Association 
which sets forth specific information with respect to the amount of imports, 
tariffs, and values. 

I trust that the Ways and Means Committee will give due consideration to 
the plight of our bulb growers, and will heed their plea for help 


STATEMENT OF NORTHWEST BULB GROWERS ASSOCIATION, SUMNER, WASH. 
FLOWER BULB IMPORTS 


This association represents by membership and by acreage growing 90 percent 
of all the growers of narcissus, iris, and tulips produced in the States of Wash- 
ington and Oregon. 

Oregon and Washington produce about 90 percent of all of these three types of 
bulbs grown in the United States which are used for greenhouse forcing. Large 
amounts of these bulbs are also produced for seed store and home garden use 
although these are of less importance in the growing program. 

The growers in these two States are faced with ruin and bankruptcy because 
of low market prices for their buibs brought about by the importation of great 
amounts of these, particularly narcissus and iris, from Holland. These unneces 
sary excess imports dumped upon the bulb markets at low prices have encour 
aged the overproduction of flowers and in consequence flower prices have been 
depressed far below production costs in many areas of the country Low bulb 
flower prices have tended to drag down the whole flower price structure whereby 
totally unrelated items have unduly suffered. 

Bulb growers in Washington and Oregon have been forced to accept prices for 
their product below their own cost of production and in many cases have been 
unable to move their crops at any price on account of imports. In 1952 domestic 
growers destroyed their unsold surplus amounting to about 25 percent of all 
their iris and 20 percent of their top quality narcissus. Again in April of 1953 
iris growers plowed up and destroyed 25 percent of their planted acreage because 
a thorough survey of the market convinced them that their production could 


not be all sold at any price and they could not afford to finish off the crop and 
then throw 25 percent away. 


Imports from Netherlands—U. 8S. Tariff Commission on March 1953 
N arcissus 


Duty per Number of Duty, ad 
1,000 bulbs valorem 


Perce 
1937 }, 056, 000 
1939 Ono 
1940-45 ) one 
1046 $1, 951, OOO 
1947 } 94. 597. 000 
1948 ‘ 595, 000 
1049 5 23, 400, 000 
1950 § 26, 496, 000 
1951 25, 064, 000 


1059 


i « > 279, OOO 


' Tris bulbs are classed along with roots, corms, etc nd the Commission has 
1950-52. 


COMPARATIVE PRICES, WHOLESALE TO THE JOBBER TRADE ; 


Below are listed the commonly prevailing prices for domestic-produced bulbs 
and the Holland Government posted prices for imports. These prices are f. o. b. 
Pacific coast points for domestic and f. o. b. warehouses in Holland as the case 
may be. These prices are for the two principal items used by greenhouses, other 
varieties are in proportion. 

1 Holland prices are issued at a gross figure but carry a discount of 20 percent to 


wholesalers, thus the Holland price as issued for King Alfred 1953 reads $50, less 20 
percent, or $40 net 
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Per 1,000 bulbs 


Narcissus— King Alfred Tris— Wedgewood 


Domestic Imports 
Domestic | Imports 


No. 2 siz No. 1 size No. 2 size 


$7. 40 
7. 40 
10. 40 


‘eight and duty charges to port of entry, east coast, United States of America, 
average $20 per 1,000 for narcissus and $3 per 1,000 on iris. 

Freight charges from the Pacific coast to east coast, United States of America, 
average $15 per 1,000 for narcissus and $2.50 per 1,000 for iris. The same figures 
apply on domestic shipments from Pacific coast to Midwest. 

The available market is divided at 70 percent for the east coast, 25 percent to 
the Midwest, all other areas 5 percent. 

It should be noted that the quoted prices on imports are the posted Holland 
Government prices; in many cases the actual sale price as paid by the domestic 
greenhouse or large buyer was considerably lower, in the case of iris in 1952 the 
posted price was cut by importers as much as 50 percent. Domestic growers in 
consequence in order to meet competition would often lower their own prices from 
the suggested list which was already at a rockbottom level because of high pro- 
duction costs. 

During the war period when there were no imports (1940-45), the prices ot 
narcissus advanced only about 65 percent over 1940 while all other agricultural 
crops advanced 100 to 150 percent indicating that there was no great shortage of 
bulbs. 

Production costs have roughly doubled since 1945, yet the prices of domestic 
grown narcissus and iris have been forced down 25 percent. 

In 1949 Holland money was devalued by 20 percent, yet Holland bulb prices 
declined only 10 percent. This actually worked out to give the Holland grower 
an advance of 10 percent on his price, while forcing a 10-percent cut on the 
domestic growel 


THE DOMESTIC GROWER’S PRODUCTION COSTS 


Labor represents about 80 percent of the producer’s costs and this item has 
advanced about 150 percent since 1940. Land rents, machinery repair and re- 
placement, taxes, and other items have all advanced materially. 

It must be apparent that an item that sold at a presumably fair price of $42 
in 1940 cannot be produced and sold today for $58 nor can a producer of any 
agricultural crop continue to grow and harvest a crop of which 25 percent has 
to be destroyed because the market is flooded with imports offered at a price 
below his cost of production 


NorrtHwest Bute Growers AssociATIon, SUMNER, WASH. 
BuLB Growers Forcep To Destroy 25 Percent or THetr Irnts PLANTINGS 


Committees from the various bulb-growing areas of Washington and Oregon 

met in Seattle today and completed their reports on the acreage reduction pro- 
gram promulgated by the association earlier in the month. The signed com- 
pliance contracts filed with the committee represented in excess of 90 percent 
of the Wedgewood iris acreage under production and the actual plowing under 
of 25 percent of that acreage will start April 1. 
This drastic move was dictated by the debacle which occurred in 1952 when 
1e growers found it impossible to se!l a large portion of their crop on account of 
the immense quantities of Holland imports dumped upon the market at prices 
below the domestic cost of production 


+} 
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In consequence of these market conditions many growers drastically reduced 
their plantings and some were forced out of business and bankrupted ; however, 
a survey of acreage still in production and the sure prospect of an ever-increasing 
flood of imports forced the growers to decide upon the acreage reduction program 
It is estimated that about 10 million top-quality marketable bulbs will be 
destroyed. 

This move should have some stabilizing effect upon the market for domestic 
bulbs and relieve some of the pressure of distress stocks at harvest time and the 
growers will at least save part of the costs of growing and harvesting that por 
tion of their crops which it appears would be in surplus, after harvesting and 
have to be destroyed anyway. 

It is a severe indictment of national trade policies which could permit such 
a situation to come to pass and growers, already battered by the impact of cheap 
foreign imports ever since the end of the war, are not greatly encouraged to 
continue to battle this almost impossible production and marketing problem 
forced upon them. They cannot compete with cheap foreign labor without some 
protection and that protection is not now in prospect. 


CHEESE IMPORTERS ASSOCIATION OF AMERICA, INC., 
New York, N. Y., May 12, 1953 


Re H. R. 4204. 
Congressman DANIEL A. REED, 
Chairman, House Ways and Means Committee, 
Washington, D. C 

DEAR CONGRESSMAN: We note that a suggestion has been made by one or more 
of the witnesses appearing before your committee to provide for an extension 
of section 104 of the Defense Production Act as an amendment to the Simpson 
hill. Our organization is opposed to any such action and we submit herewith 
our statement to the Senate Banking and Currency Committee when it con 
sidered this issue 2 months ago, which we request be made part of the record 
of the above hearing together with this letter. The facts, arguments, and sta- 
tistics set forth in our enclosed statement are pertinent here with regard to 
uny attempt to include the said section of the Defense Production Act in the 
Reciprocal Trade Agreements Act. 

Section 104 of the Defense Production Act places certain powers in the See 
retary of Agriculture which the Secretary himself has stated “goes beyond 
what is needed to afford protection to price support and other Department pro- 
grams.” The Secretary of Agriculture so testified before the Andresen com 
mittee on April 14, 1953. He further testified, in opposition to section 104: 

“Only 1 of the 3 criteria for restricting imports mentioned in the section 
relates to price support programs. The other two criteria relating to impair 
ing or reducing domestic production or interfering with orderly domestic stor 
ing and marketing can be invoked at price levels above those contemplated by 
a price support or marketing order program. Such authority was doubtless 
desirable during the war emergency, but as a continuing authority it is not 
needed. 

“Section 104 was enacted as a temporary measure and carries a definite ex- 
piration date. The problem of protecting price support and other programs 
against excessive imports is not a temporary one. Therefore, legislation to 
meet this problem should be on a permanent rather than a temporary basis 

“A proceeding before the Tariff Commission is better suited to the develop- 
ment in an orderly manner of all relevant and material facts than is admin 
istrative action by an executive department. The Tariff Commission has had 
long experience in the conduct of investigations, it has a staff of experts trained 
in such matters and it is in position to afford full opportunity for hearing to 
all interested parties. 

“The Secretary of Agriculture is charged with the formulation and admin 
istration of price support and other programs. It seems only fair and just 
that his decision with respect to interference with one of his programs should 
be subiect to the review of an independent investigating body such as the 
‘Tariff Commission. An investigating body like the Tariff Commission gives 
all sides an equal opportunity to present their views.” 

We submit that the price-support program is adequately protected under 
section 22 of the Agricultural Adjustment Act and that the said section of the 
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act, under the new administration, be given an opportunity to operate. The 
Tariff Commission has just concluded its investigation under the said section 
of the act with regard to dairy imports and its report will be in the hands of 
the President by June 1. Thus it has been shown that section 22 can operate 
effectively and with speed, and for this reason, and all the reasons set forth 
in the enclosed statement, the extension of section 104 is unnecessary and 
unwarranted. 

Copies of our statement are being forwarded to the clerk of your committee 
for distribution to members of your committee as well as for incorporation in 
the record. 

Respectfully yours, 
Martin A. Fromer, Counsel. 


STATEMENT OF Martin A. FROMER, COUNSEL, CHEESE IMPORTERS ASSOCIATION OF 
AMERICA, INC. 


The Cheese Importers Association of America, Inc., is a nationwide organization 
of cheese importers comprising in its membership importers of a major portion 
of the cheese imported into the United States. Its offices are located at 51 
Chambers Street, New York City. This association is opposed to the continua- 
tion of the provisions of section 104 of the Defense Production Act, restricting 
the importation of cheese. 

The first import restrictions imposed against cheese under the Defense Pro- 
duction Act became effective in July 1951, after having been added to the Defense 
Production Act without any opportunity on the part of cheese importers to be 
heard. In September 1951, hearings were held by this committee on 8S. 2104, 
which bill proposed the immediate repeal of section 104 of the Defense Produc- 
tion Act. The statement of this association, and its testimony, appear in the 
record of that hearing, commencing at page 2978, and the said statement, testi- 
mony, and the exhibits there presented are pertinent here and we request that they 
be incorporated into this record. 

As a reseult of the said hearing with regard to S. 2104, this committee pub- 
lished a report, identified as Report No. 790, 82d Congress, Ist session, to ac- 
company S. 2104. The said report comprehensively sets forth eight compelling 
reasons for the termination of the controls embodied in section 104 of the De- 
fense Production Act i‘he said report and the facts found therein are pertinent 
here and we request that it be made a part of the record. A summary of the 
reasons set forth in the said report of this committee for discontinuance of these 
controls, after a full and complete hearing, are as follows: 

(1) Alternative statutes to accomplish the necessary protection of domestic in- 
dustry are in full force and effect; particularly section 101 of the Defense Pro- 
duction Act of 1950, section 22 of the Agricultural Adjustment Act, as amended, 
and section 7 of the Trade Agreements Extension Act of 1951. 

(2) Representative farm groups oppose section 104 as harmful to agriculture. 

(3) The President, the Department of Agriculture, the Department of State, 
and the Economic Cooperation Administration oppose section 104 as harmful 
to the interests of the United States. 

(4) No hearings were held on section 104 nor did it receive committee con- 
sideration before it became part of the Defense Production Act. 

(5) United States agricultural exports exceed United States azgticultural 
imports, especially in the field of dairy products. Our agricultural exports are 
likely to suffer from action under section 104. 

(6) Depriving other countries of a source for dollars through trade will re- 
sult in a reduction of their imports from the United States, or in the alterna- 
tive will increase the need for grants and loans by the United States to such 
countries. 

(7) Section 104 is inconsistent with United States world leadership in attempt- 
ing to reduce trade barriers. 

(8) Ten nations have already protested enactment of section 104, some claim- 
ing it violates the law and spirit of the General Agreement’ on Tariffs and Trade. 

These findings are just as true and pertinent now as they were at the time 
of the report 

The repeal bill did not reach the floor of the Senate until the end of January 
1952, at which time the Senate voted to recommit the bill to the committee for 
further study. This committee filed a subsequent report, namely Report No. 1225 


but the same was not acted upon. Instead, hearings were held in March 1952 
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with regard to the renewal of the Defense Production Act. At the said hear- 
ings, the Cheese Importers Association of America, Inc. again submitted testi 
mony, facts and arguments upon the matter in issue, which testimony and ex 
hibits commence on page S06 of the record of the hearing on 8. 2594 to amend 
and extend the Defense Production Act of 1950. This committee, in rendering its 
Report No. 1599, 82d Congress, 2d session, to accompany 8. 2594, found with 
regard to import controls as follows: 

“After careful consideration of the testimony, your committee reached the 
conclusion that the provision in its present form is unnecessarily restrictive 
and inflexible, and may result in injury to the American export trade and to 
American producers dependent on exports, disporportionate to the benefits re- 
sulting from the provision.” 

The committee then went on in its report to revise section 104 so as to follow 
the provisions of Public Law 590, which provided for exercising import controls 
where such controls are found (a) essential to the acquisition or distribution 
of products in world short supply, or (b) essential to the orderly liquidation of 
temporary surpluses of stock owned or controlled by the Government. The 
Senate acted favorably upon this revision, but the House passed a bill substan 
tially similar to the previous controls, and in joint committee, the Senate con 
ferees yielded to the House on this provision and renewed controls which differed 
from the previously existing section 104 by permitting the Secretary of Agricul 
ture to allow imports of a commodity in an amount 15 percent over the quotas 
fixed for the commodity, and by providing for the establishment of controls on the 
basis of types and varieties of commodities. 

In July 1952, section 104, as extended, went into effect and expires June 30, 
1953. The Secretary of Agriculture has removed restrictions against imports 
of Swiss cheese, Roquefort cheese, sheep's milk cheese, and incidental minor 
varieties, but has retained restrictions on imports of Italian types of cheese, 
blue mold cheese, Edam and Gouda cheese, and Cheddar cheese. Restrictions 
against import may be reimposed by the Secretary of Agriculture upon all cheese 
upon a determination under the act, and the possibility of such action is a con 
stant threat to the cheese importing industry. Quotas for the restricted cheeses 
are issued to importers based upon a complicated formula, all of the factors of 
which are known only to the Department of Agriculture. 

We submit herewith facts and statistics pertaining to the volume of imports 
of foreign types of cheese, domestic cheese production and consumption, and 
cheese exports. Domestic cheese production and consumption, unlike the situa 
tion in the case of butter, have been steadily increasing. In 1952, domestic 
production was 1,191,000,000 pounds, and estimated per capita consumption was 
7.7 pounds, the latter constituting an all-time record, and the former being just 
short of the all-time record set in 1949. Imports, on the other hand, were agai 
lower than the previous year and amounted to 49,062,000 pounds. This is about 
4.1 percent of the total domestic production, 

The tables of statistics submitted together with this statement indicate that 
domestic cheese production has increased from 491,963,000 pounds produced in 
1931, to 1,191,000,000 pounds produced in 1952. In the same period, per capita 
consumption has increased from 4.4 pounds to 7.7 pounds. Imports, on the other 
hand, have decreased from 61,991,000 pounds in 1931 to 49,062,000 pounds in 
1952. This, therefore, is not the situation of a new industry entering the Amer 
ican market to damage and destroy the American production. On the contrary, 
the United States production of foreign types of cheese derives from a market 
created and established by imports, and copied to some extent by domestic pro 
ducers. It is worthy of note that domestic production of foreign types of cheese 
has been steadily increasing and that increased production and consumption of 
cheese generally reflects itself in increased production of foreign types of cheese 
Production of Italian types of cheese in America has grown from 3,498,000 
pounds in 1931 to 61,615,000 pounds in 1952. Swiss cheese production has in- 
creased in the same period from 28,234,000 pounds to 109,400,000 pounds. Blue 
cheese, which was not produced in the United States at all in 1931, was devel 
oped and introduced from abroad and in 1952 accounted for a production of 
almost 10 million pounds. Cheese imports of foreign types have been a stimu 
lus to domestic production. The domestic cheese industry is a colossus com 
pared to the trickle of imports from abroad. The situation may be likened to 
the fly on the elephant’s back and the inquiry of whether the fly was injurying 
the elephant. On the contrary, the giant is being protected against the pygmy 
ven in 1950, when cheese imports reached the highest level since prior to World 
War IT, the total of imports did not reach the amount imported before the war 


32604—53———58 
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In the same period, however, domestic production increased from 708,500,000 
pounds in 1939 to 1,171,825,000 pounds in 1950, and 1,191,000,000 pounds in 1952. 
Also, in the same period, per capita cheese consumption increased from about 
5.7 pounds per capita in 1938, to 7.5 pounds per capita in 1950 and 7.7 pounds 
per capita in 1962. 

The price of cheese in the United States is not seriously influenced or affected 
by cheese imports, but rather by an abundant milk supply, reduced butter con- 
sumption and large cheese production. Prices of imported foreign types of 
cheese are substantially higher than domestic cheese. Imported Swiss cheese, 
for example, sells for about 40 cents per pound higher than domestic Swiss 
cheese. Domestic Swiss cheese production has more than doubled in the last 
10 years. In the period from 1948 to 1952 alone, domestic production of Swiss 
cheese has increased from 70,665,000 pounds to 109,720,000 pounds, an increase 
at the rate of about 10 million pounds per year, and a new all-time high for 
the fourth successive year. The total annual imports of this variety amounts 
to 7,561,000 pounds and is smaller than the annual rate of increase in domestic 
produc tion. 

Prices at which imported blue cheese sells to consumers are from 14 cents 
to 21 cents per pound more than domestic blue cheese. A recent survey at such 
stores as A, & P., American Stores, and Food Fair Stores, indicate a price for 
domestic cheese of from 68 cents to 73 cents per pound and for imported cheese 
of 87 cents to 89 cents per pound. Domestic production has increased to 
9,855,000 pounds in 1952, an increase of almost 5 million pounds over the previous 
year’s production while imports were cut about 2 million pounds by import 
restrictions. 

With regard to Italian types of cheese, imported Italian cheese is substantially 
higher in price than the domestic product. Italian Provolone and Reggiano 
cheese sell from 30 cents to 50 cents per pound higher than the domestic product. 
Domestic production of Italian types of cheese is about as high as it ever has 
heen, with the exception of the year 1946. 

Cheese imports therefore do not injure or threaten to injure the domestic 
industry. 

The continuance of section 104 seriously jeopardizes our own agricultural 
exports, including such products as cotton, tobacco, fruit, and even dairy products. 
The chief countries from which we import foreign cheese are among our best 
customers for agricultural products. The record of our agricultural trade with 
these countries during 1951 was as follows: 


United States agricultural trade, 1951 


{In millions of dollars] 


Exports | Imports 


| 
Denmark. 29. 4 | 10 
France 148 27. § 
Italy 212.8 | 47 
Netherlands 157. £ 40 
Norway 32 . 
Switzerland 64. ° 7.8 
United Kingdom 501.0 17 


Source: U. S. Department of Agriculture, Office of Foreign Agricultural Relations. 


The cheese importers are a group affected with a personal interest in this mat- 
ter. So, also, are domestic cheese producers. We urge that beyond the facts, 
statistics, and argument which we submit herewith, showing a steadily in- 
creasing cheese production through the years, without any similar increase in 
imports, that the results of various studies of the subject by experts and organi- 
zations with a wider overall interest be given substantial weight. 

In this connection we refer this committee to the report just handed to the 
President by the Public Advisory Board for Mutual Security. This Board is com- 
posed of representatives of business, labor, agriculture, and finance. The inves- 
tigation of this Board was extensive and continued over a period of 6 months. 
Heading the list of its 10 recommendations was the proposal that decisions on 
oreign trade policy be based on national interest rather than the interest of 
particular industries or groups. The Public Advisory Board’s report states 
that “if this country does not take measures to facilitate an increase in imports, 
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United States exports will fall and American industry and agriculture will be 
seriously affected.’ Among the 10 recommendations of the Board is the repeal 
of section 104 of the Defense Production Act and the elimination of quotas on 
agricultural products. This report is the result of a detailed study of the 
problem involved, not from the point of view of the domestic producer, importer, 
or exporter alone, but of the welfare of the country as a whole. The report is 
significant in that its recommendations are based as much on the need for 
strengthening the domestic economy as on the desirability of aiding friendly 
foreign nations. In the case of agriculture, the report points to our particularly 
great stake in exports. Exports accounted for more than 20 percent of United 
States production of 6 key agricultural commodities, and of these, rice, cotton, 
and wheat exports were over 35 percent of total output. 

Recognizing the facts implicit in the above figures of our foreign agricultural 
trade, the outstanding farm and agricultural organizations in the United States, 
including the American Farm Bureau Federation and National Grange, have 
strenuously opposed the continuation of this section of the act. I quote from 
the press of a few weeks ago in this connection: 

“In a statement issued today outlining its position, the Farm Bureau said, ‘An 
outmoded United States foreign economic policy is enabling Russia to gnaw 
away at Western European trade anfl steal the United States farm market bit 
by bit.’ 

“The National Grange outlined a similar viewpoint in the current issue of its 
national monthly. 

“Both said Great Britain and other Western European countries are cutting 
down on American farm products because they don’t have enough dollars. 

“They said these countries are not permitted to earn dollars in this country 
because of restrictive United States tariff and trade policies. 

“As a consequence, they said, these countries are entering barter agreements 
with Russia under which they get Russian farm products in return for Western 
European industrial products which this country would like to keep away from 
the Soviets * * * 

“The Grange, in its statement, asked: ‘Why has Western Europe been com- 
pelled in the current year to buy a majority of her feed grains from our mutual 
political enemies behind the Iron Curtain? 

“We, as a Nation, cannot abandon the idea of being commercial allies and 
expect to be successful as political or military allies. We must sell food to 
Western Europe, but if we do, then must import the things she has to sell.’”’ 

In addition to the farm organizations and agricultural groups which oppose 
the continuation of restrictions against imports, there has been a wave of oppo- 
sition expressed by trade groups and industrialists throughout the United 
States. The Detroit Board of Trade published a statement of policy on Novem 
ber 1, 1952, which characterizes the quota system as “the most vicious type of 
trade restriction,” and goes on to state: 

“Perhaps the worst example of the use of the ‘quota system’ is contained in 
section 104 of the Defense Production Act of 1951. In this legislation Congress 
placed extreme restrictions upon the importation of various cheeses from Euro- 
pean countries—primarily the Scandinavian nations, Holland and Switzer- 
lami.** * 

“The effect of this legislation upon our friends in Europe was most severe 
Through the Marshall plan we had spent tremendous sums of American tax 
dollars in order to improve the dairy industry of these various nations so that 
they would be able to sell these natural products to the United States thus ob 
taining dollar credits to exchange for those manufactured goods they so badly 
need to import from this Nation. Section 104 of the Defense Production Act 
nullified much of the good accomplished by foreign aid and American tax dollars 
over the past 4 years * * * 

“The establishment of quota restrictions within the United States makes it 
virtually impossible for us to argue or to fight against quota restrictions placed 
by other nations on American products. The ‘quota system’ 
every principle of private business and free enterprise.” 

The National Foreign Trade Council, at its 39th convention in November 1952 
published a declaration of policy which pointed out that “increased imports 
necessary also in order to enable other friendly nations to pay for the good 
and services they need from this country, thus helping to preserve and expand 
system, which is contrary to every principle of free enterprise. 

Industrialists and banking institutions, including Henry Ford IIT and Win 
throp W. Aldrich, formerly chairman of the Chase National 


is contrary to 


are 


Rank. previo St 
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Ambassador to England, have called upon the abandonment of the import-quota 
system, which is contrary to every principle of free enterprise. 

The policy of trade, not aid has been heralded throughout the country as 
the way to greater security and economic stability in the free world. The State 
Department, recognizing the validity of trade, not aid, is continuing that policy 
in the present administration. In the press of March 4, 1953, Mr. A. Z. Gardiner, 
economic adviser in the Department of State, was quoted as making the follow 
ing statement before a meeting of the Tea Association of the United States: 

“We can hope for a continuation of a policy which originated in the thirties 
and which looks to the removal of restrictions in our import program and in 
the import programs of other countries—elimination of barriers to trade which 
provide an undesirable and unwarranted degree of protection for domestic 
markets. If other countries are to earn our dollars, which they need to enable 
them to purchase our exports, they nrust be able, in turn, to sell more freely to the 
United States.” 

The State Department but recently issued a very informative booklet under 
the title “Together We Are Strong,” which, in very simple and direct language, 
points out that import restrictions stifle trade to the detriment to the country 
asa whole. We quote from this publication as follows: 

“In 1951 we sold to other countries $4 billion worth more of goods than we 
bought from them. Since 1920 our sales have been approximately $70 billion 
more than our purchases. The difference has been made up largely by the 
United States giving or lending these other countries the dollars to buy our 
goods. The net result has been, in effect, a subsidy of our export business. 
Without this, our export business would have been cut way down. - Our cotton, 
tobacco, and wheat farmers, our machine-tool, chemistry, and oil-product indus 
tries would have lost the market for a large part of their total output. 

“On a permanent basis this kind of subsidy is not a satisfactory way of doing 
things. The other nations do not care for it. Wedonot. It is necessary under 
prevailing conditions, but only as a temporary expedient. 

“These other nations must be given a fair chance to earn the dollars they 
need. * * * 

“Most of these nations produce goods of some kind. They would like to sell 
these goods to us 

“The catch has been that we, in many cases, have refused to permit them to 
do so. * * * 

“We have preached increased productivity to these nations. Higher produc 
tivity as the way to prosperity and therefore to peace is the theme song of our 
mutual-aid programs 


“MORE GOODS AND MORE JOBS AS A BETTER LIFE FOR MORE PEOPLE 


“But without increased international trade, increased productivity makes little 
sense. To increase productivity, countries usually have to buy goods from othe 
nations, and to pay for them they have to sell their own products. No nation is 
self-sufficient, and so failure to increase trade between countries really stifles 
rather than helps greater production. 

“The goods these nations wish to sell us are limited in quantities. Against 
our owl gross national product of over $325 billion a year they are barely more 
than a trickle. This trickle is, however, of tremendous importance to the pro- 
ducing nations, Frequently it is the margin between being able to pay for 
United States goods or not being able to pay for them. 

“And they need our goods. They must have them. Otherwise the defense 
program and the ‘brave new world’ program both will fall flat on their faces.” 

The effect of the imposition of restrictions against cheese imports can be 
determined by comparing figures for the fiscal year July 1950-51 with the fiscal 
year July 1951-52. In the former year, while there were no important restric- 
tions, cheese imports totaled 60,670,000 pounds, or approximately the same 
volume as prior to the war, for a total value of $25,449,000. Under import 
controls in the fiscal year 1951-52, imports were cut to 43,928,000 pounds, the 
value of which was $19,304,000, or a reduction of $6,145,000. (Source: U. 8. De 
partment of Agriculture, 0. F. A. R.) While this volume is inconsequential with 
regard to our own economy, it is of enormous importance to the countries 
exporting cheese, which countries have found it necessary to “retaliate” by 
spending less dollars for our own products. 

The Dutch and Canadians have both announced that they will be able to take 
less American wheat and flour. Similarly, the other ceuntries, including New 
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Zealand, Australia, Denmark, Italy, and the rest of the countries affected, have 
protested these restrictions. As stated in this committee’s report No. 790 re 
ferred to above, 10 nations protested the enactment of section 104. These na 
tions have since then protested again and again the continuance of these re 
strictions, and the pro-Communist elements in these countries have been laying 
zreat stress upon the fact that the United States preaches one policy but practices 
another. 

In conclusion, we request that the import restrictions contained in section 104 
of the Defense Production Act be ended. The enormous injury to our own economy 
and to the friendly world is such that the protection of a particular group does 
not justify the continuation cf such restrictions. This is especially true in the 
case of cheese, where we have endeavored to show there is no compelling neces- 
sity for the imposition of such restrictions. We have, naturally, dwelt upon 
cheese as it is the product with which we are particularly concerned ; however, 
the general principle applies with reference to all products. 

Trade is the lifeblood of this Nation. We had as well add briar pipes—and 
all of the other “briar pipes” products—to the list of restricted products. If 
each country adopted the policy that the products it makes must be protected 
against imports, our foreign trade would be destroyed. If we don’t buy the 
preducts of other nations, they cannot have the dollars with which to buy our 
products. This includes our farm products as well as our automobiles, type 
writers, machinery and other diversified products. We cannot forever ‘‘prime the 
pump” by giving away money at enormous cost to our taxpayers, to subsidize our 
exports. As pointed out in the various publications above, a strong economy 
demands a minimum of trade restrictions. The termination of the restrictions 
contained in section 104 of the Defense Production Act is an important and in 
dispensable step in that direction. 


CHEESE IMPORTERS ASSOCIATION OF AMERICA, INC., NEW YorK,N. Y. 


United States cheese imports for consumption by variety, 1938-52 


(Quantities in 1,000 pounds] 


Swiss 
with eye | Gruyére 
forma- process 

tion 


original | Cheddar and original 
loaves Gouda loaves 


Period 


] 
lett 


Provo Reggia 
10 


Blue in Edam Goya ir = | 
Provo 
in | 


| 


1938 9, 904 3, 414 3, , 16: | 5, 110 | 
1939 10, 558 3, 583 é 2, 188 j 3, 292 | 
1940 4,195 1, 600 s | 1,310 | 
1941 479 626 3 | 33 1109 | 
1942 45 178 i, i) i 153 
1943 52 gs] 2,155 776 
1944 129 91g 2¢ , 15 703 
1945 43 19 062 
1946 6 533 ‘ 245 
1947 482 | 284 ‘ 91 
1948 2, 197 1, 021 97 3% 566 
1949 5, 777 | 1, 334 . 936 
1950 5, 928 | 1, 489 ‘ on 
1951 , 848 | 1, 625 5, ' , 333 2, 505 


1952. .. , 561 | 2, 781 3, 5, 52s 3, 5 , 026 
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United States cheese imports for consumption by variety, 1938—-52—Continued 


[Quantities in 1,000 pounds] 


Roque- 
fort in 
original 


} X 
ioaves 


ino | Pecorino 


2, 394 
2,974 


1, 584 


nt 
ito 


of 


‘Cc 


Sbrinz in Sheep's r 
; : milk Other otal all 
— cheese for] cheese cheese 
— grating 


ommerce for years 193843, and from Foreign 
Foreign Agricultural Relations, for 1944-50, 


antities manufactured in the United States 1931 to date 


Quantitie in 1,000 pe 


om Ooe- 


x 


695 

4906 | 71.612 
3.987 | 70. 665 
81,043 

O49, 483 

100, 020 

104, 535 


NODNID WH Hx 


luded for 1943 and following years 
All Other Varieties 


from reports of the U. S. Department of 


und 


Blue All All 


Crear 
cam | mold ali other 


Total 


, 963 
3, 878 
055 


, 013 


24, 540 


Agriculture. 
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Ratio of cheese imports to United States production and consumption 


[1,000 pounds} 


Imports as 
expressed 1 
percent of 
United States 


production 


Total con 


Expo F Import sumption 


1931 , 673 490, 2 

1932 ‘ 482. 

1933 

1934 

1935 l : 
1936 RE A 700, 2 
1937 5 ) , 62% 708, 2 


1938 25, 325 778 


1939 7, 02 071 76t 

1940 785, 2, 256 783, 25 V2. 815, 
1941 ( ' { 20 Ss4 
1942 5, OLS 95 21 840, 5 
1943 r } 35. 55 25 F S60. 751 
1944 ; } , 203 9 72Y, 248 
1945 7 323 E 930. 749 
1946 447 7 ( ) 440), 488 
1947 7 ) 5 7 1, O14, 13¢ 
1948 5, 592 4 3. ABT (722, 390 
1949 775 93, ¢ 5 2, 013 1, 130, 000 
1950 . 5A, € ts + Rf i 24 
1951 d A 4 132, 260 
1952 estimate 


Not availabl 


Soure S. Department of Agricultur 


STATEMENT OF J. B. HuTSON, PRESIDENT, Tosacco ASSOCIATES, INCc., RALEIGH, 
N. C., AND RANDOLPH S. TAYLOR, EXECUTIVE SECRETARY, BURLEY AND DARK LEA 
Tospacco Export ASSOCIATION, INc., LEXINGTON, Ky. 


Tobacco has been an important export crop sine the early days of the Re- 
public. In fact, from the early part of the 17th century until the early part 
of the 19th century, tobacco was the most important export crop and, during 
most of this time, the most important export product. Since that time, tobacco 
has been 1 of the 38 most important export crops. In recent years, over a fourth 
of the total United States production of tobacco has been exported. 

In the case of many types of tobacco, a substantial part of the crop is suitable 
only for the export trade. Tobacco growers try to develop the quality of 
toLacco that consumers want. Consumers in the United States have different 
tastes than those in foreign countries. Consequently, some types and qualities 
of tobacco that are in strong demand in foreign countries are not suitable for 
use in the United States market. It follows, therefore, that the tobacco in 
dustry is vitally interested in any measures that affect the flow of goods in 
international trade. 

In the course of the hearings before this committee, a great deal has been 
said about the protection of certain segments of the industry of this country 
by import restrictions. At times it is advisable to limit the importation of some 
goods. However, in considering the advisability of the use of import restrictions, 
the interests of all groups that might be affected should be considered 

Generally, trade restrictions are imposed in order to protect the prices of 
domestically produced commodities in the domestic market. It follows, there- 
fore, that consumers pay more for the protected products than they otherwise 
would pay. This conflict of interest is generally recognized. The interests of 
other groups, however, are not so commonly recognized. We have in mind the 
interests of those who produce for the export market. Producers for the ex- 
port market cannot sell unless dollar exchange is available. The proceeds from 
the sales of imported commodities in the United States market is the principal 
souree of dollar exchange. 
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It is fairly easy to see how a higher tariff for an imported product might 
help a particular group of 10,000 or 500,000 people. The help or gain of these 
people, however, when spread in the form of harm or additional cost among 
20 million, 50 million, or 150 million people is so thin that it is difficult to 
recognize. A recent case vividly illustrates the adverse effect of higher tariffs. 
Watchmakers in this country claimed that they were being harmed by the im- 
portation of Swiss watches and watch parts and requested an increase in the 
import duty under the escape clause of the Reciprocal Trade Agreements Act, 
The maximum possible gain in terms of labor in the watch industry in this 
country, assuming complete exclusion of Swiss watches and watch parts, would 
have been around 12 to 15 million man-hours annually. Had Switzerland offset 
this theoretical loss of exports to the United States by the exclusion of tobacco, 
cotton, and wheat from the United States, the loss of labor in this country 
would have been around 40 to 45 million man-hours. The major part of Mary- 
land leaf exports is consumed in Switzerland. The harm to some 10,000 farm 
families growing tobacco in southern Maryland alone would have approached the 
maximum possible gain to the watch industry. 

rhe point we would like to stress is that there is a definite relationship be- 
tween imports and exports. We have international trade because some countries 
have definite advantages for the production of some commodities and other 
countries definite advantages fer the production of other commodities. Reduced 
to its simplest terms, international trade is merely the exchange of commodities 
advantageously produced in one country for commodities advantageously tro 
duced in another country. We export commodities that are more advantageously 
produced in this country than in other countries to the extent that dollar exchange 
is available in these foreign countries for their purchase. Most of this dollar 
exchange is obtained from the sale of merchandise in. the United States which 
can be produced more advantageously in some foreign country. No doubt we 
could exist in the United States with but little foreign trade but it would be a 
meager existence, an existence with a low standard of living. We can have a 
higher standard of living if we exchange a substantial volume of goods which 
we can produce most advantageously with countries that produce other products 
more advantageously 

Tobacco is among the products that can be produced advantageously in the 
United States Manufacturers in foreign countries want a great deal more 
United States tobacco than they are now getting. They are unable to make larger 
purchases because they are unable to get more dollar exchange for use in paying 
for the tobacco. If more dollar exchange were available in foreign countries, 
the tobacco manufacturers in those countries, undoubtedly, would be able to 
get larger allocations to buy our leaf. If less were available, their purchases 
of United States tobacco would be reduced. 

During and since the last war, the value of United States exports has been 
greatly in excess of the value of United States imports. This gap must eventually 
be closed. It can be closed, (1) by increasing the sale of foreign goods in this 
country, (2) by decreasing the sale of our goods in foreign countries, or (3) by 
outright gifts of dollars to foreign countries. 

World trade is a two-way street. We cannot continue to sell if we refuse to 
buy. We cannot continue to give away our resources. We believe it is illogical 
to subsidize the world consumption of United States farm products by loans and 
grants, and at the same time refuse to buy foreign imports. We believe that the 
permanent solution of the whole question is a relaxation of tariff barriers, sim- 
plification of customs, and the negotiation of reciprocal trade agreements. 

In recent years, we have had a relatively high level of international trade. We 
have also had the highest average standard of living in our history. We believe 
that there is a relationship between these two developments and we are dis- 
turbed when restrictions are imposed that would tend to lower the level of this 
trade. 

We believe that the workingman, generally, is becoming aware of this rela- 
tionship between international trade and prosperity. It is heartening to observe 
that in the recent hearings before the various committees of the Congress that 
the representatives of labor have not been the chief proponents of increased 
trade restrictions. Most of the arguments in favor of greater restrictions have 
heen made by groups that have investments in enterprises that produce goods 
for the domestic market. 

More and more, organizations with broad national interests are recognizing the 
importance of a large volume of international trade. We refer to such organi- 
zations as the United States Chamber of Commerce, the Committee on Econotoic 
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Development, the national farm organizations, and the advisory group to thie 
Secretary of Commerce. We are in general agreement with these organiz:utions 
on foreign trade policies. 

We oppose the enactment of H. R. 4294 for the following reasons: 

1. It would tend to retard United States foreign trade 

2. It would strike a severe blow to our foreign-trade policy. 

8. It would force our allies in Western Europe to turn eastward in order to 
dispose of part of their exportable products 

4. It would adversely affect the domestic producers in the United States which 
normally ship a substantia! part of their total production overseas 

We favor an extension of the Reciprocal Trade Agreements Act in its present 
form except that we feel that even the present act does not adequately provide 
for the consideration of the interests of consumers and exporting groups We 
recommend, therefore, that the present act be modified so as to make it mandatory 
that before any final action is taken which would restrict imports, the interest 
of consumers and the producers of commodities who would be adversely affected 
by such restrictions be fully considered and that the final decision be based on the 
overall national interests. 

We recognize that the producers of products largely for the domestic market 
have their problems. We think that their interests should be carefully consid- 
ered. At the same time, producers of commodities for export have their 
problems. Their interests should also be considered carefully. ‘The final deci 
sion made should be in the overall public interest. 

Certain basic facts should be recognized. First, foreign nations today want 
to buy more from the United States than they can sell to the United States 
Since the rest of the world already is indebted to the United States, it follows 
that dollars earned by selling goods in this country will promptly be spent for 
voods they want from this country. Thus, we cannot have a net loss of employ- 
ment or income through increased foreign trade in view of our present position 
in relation to the rest of the world. 

Second, we are concerned about our national safety in the years ahead. We 
want and need friends and allies around the world. Most of the nations we 
hope to have as friends and allies must trade in order to live. If we fail to 
provide terms and conditions under which they can and will trade with us, then 
they will be forced to trade elsewhere, This could be disastrous to us sometime 
in the future if their friendship and alliance should follow their trade elsewhere. 


STATEMENT OF JAMES G. PATTON, PRESIDENT, NATIONAL FARMERS UNION 


RENEWAL OF RECIPROCAL TRADE AGREEMENTS ACT WITH SAFEGUARDS 


National Farmers Union strongly endorses the extension, without crippling 
amendments, of the Trade Agreements Act and urges its approval by the Ways 
and Means Committee. 

Many of us produce products which have traditionally entered into export 
trade, like cotton, wheat, tobacco, hogs, and certain fruits. We know that the 
export market for these crops is important to us and that it depends on low trade 
barriers abroad, on prosperity and buying power in foreign countries, and espe- 
cially on foreigners’ supplies of dollars. We know that foreigners can obtain 
dollars chiefly by selling goods and services to citizens of the United States and 
that the amount they can sell depends in part on how much we are willing to buy. 

About one-eighth of total farm production is exported; imports of farm com- 
modities of a type produced in this country were equivalent to approximately 
one-fifteenth of total United.States farm production. The value of farm exports 
from the United States was almost twice as great as the value of competing farm 
imports. 

Exports 

However, this simple comparison does not tell the whole story by any means. 
The direct effect of agricultural imports and exports on the economic situation 
of individual farm families varies a very great deal according to the commod- 
ities produced for sale. Exports make up a very large part of the market for 
some farm products; 39 percent of United States rice is exported; 38 percent of 
our cotton; 37 percent of our wheat and flour; 31 percent of grain sorghum; 26 
percent of tobacco; and 20 percent of soybeans and products. Almost one-fourth 
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of the United States production of lard in 1951 was exported; 40 percent of our 
raisins; about one-third of our prunes: and 7 percent of pears and apples, with 
somewhat smaller percentages of other commodities produced on United States 
farms. 

Ability to sell in foreign markets in volume at good prices is of direct impor- 
tance to the farm families who produce these commodities. To only a limited 
extent do those farm families who produce export commodities, also produce 
farm products that come into competition with the approximately $2 billion 
annually, of supplementary agricultural imports 


Imports 

Major supplementary agricultural import commodities are wool, cane sugar 
and molasses, oilseeds and their products, hides and skins, unmanufactured 
tobacco, beef and beef cattle, nuts, feed grains, and cheese. Where the quantity 
imported of any of these commodities exceeds the quantity of exports, it makes 
little difference pricewise what the ratio of imports is to United States produc- 
tion. No such imports would come in at all if they could not be laid down here 
at, or under, the domestic United States price. In the absence of a supply- 
diversion type price support program, the imported part would set the price for 
the entire supply, and therefore establish the market price received by United 
States farmers. 

The farm families who produce such commodities, therefore, have a direct 
and important interest in the terms under which such imports are allowed to 
enter the domestic market. For these families, the advantages gained from the 
exportation of other farm products and of nonfarm products is general, diffused, 
and indirect while the competitive nature of supplementary imports is direct 
and immediate. 

However, the farm families who produce those commodities that must compete 
with imported supplies, also, share in whatever advantages accrue to citizens 
generally from an intelligent foreign policy and from whatever general ad- 
vantages they gain as consumers, and as buyers of production items, from in- 
creased importation of low-cost manufactured commodities and nonagricultural 
raw materials. 

Peace, prosperity, and democracy 

Farm people share with all other citizens a broad interest in promoting in- 
creased domestic and democratic world production and economic expansion, de- 
velopment and maintenance in all countries, including our own, of high levels 
of employment and real income, and the creation of economic conditions 
conducive to world peace. It is a matter of commonsense to realize (1) that 
everybody would be better off if we would produce and distribute more goods 
and services, in the most economical manner possible in terms of manpower 
and resources costs; and (2) that people all over the world have common 
aspirations, needs, and vested interests similar to our own. 


Comparative advantages 


In terms of the total economy of the free world, this means that each country 
should put its resources and people to producing what it can most efficiently in 
excess of its own needs and trading that excess for the excess of goods preduced 
more efficiently by other countries. In this way the total goods and services 
produced by the countries of the free world will be at a maximum. That is the 
ideal toward which we must strive. 


ispirations, circumstances, and vested interests 


In whatever way you want to gage it, the production and distribution of goods 
in the ‘ree world does not now closely approach the ideal stated above. Every 
nation has attempted to solve its own sovereign problems in its own way. Most 
have found it necessary to encourage some of its citizens to engage in production 
of commodities under conditions where the production cost per unit exceeds the 
duty-free cost of such commodities if they were imported from other countries. 
Each time this is done, the cost of living is higher than it needs to be and real 
income is lower. 

Yet existing ways of doing things in all of the countries is meshed in a net- 
work of human institutions such as investments in plant, custom, laws and 
status systems. It is asking too much to expect any of these people, our own 
included to give up the convenience and security of what they have without 
definite assurance that the new situation would represent progress. 
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The people of the world know, what some of us sometimes forget, that while 
men are made by God, markets and other institutions are made by men, and 
can be changed by them. There is no such thing as an automatically operating 
free market system. Any market is “free” only within a framework of laws, 
property rights, wealth distribution, trade practices, and other rules of the 
game—and subject to certain patterns of market power distribution. 

It is within this framework, whatever it is, that the law of supply and 
demand is continually operating. And the nature and structure of this institu- 
tional framework can be changed by man, in the United States by democratically 
adopted laws passed by democratically elected legislators and Congressmen. 


United States farm price support programs 

An illustration of the kind of thing I have just mentioned are our Federal 
farm price support laws, our tariffs, our customs procedures, our shipping 
policies, and the Mutual Security Program. 

Farm price and income stabilization programs 

Members of this committee are thoroughly familiar with the programs we 
have developed to reduce the instability of farm prices and incomes. The major 
program in this field, of course, is the supply diversion price support program 
of Commodity Credit Corporation. In addition to 90 percent of parity supports 
for the basics and wool, we have in the past year had similar programs at 
varying percentages of parity for butterfat, milk, mohair, honey, tung nuts, 
barley, oats, rye, grain sorghums, flaxseed, soybeans, dry edible beans, American- 
Iigyptian cotton, cottonseed, hay, and pasture and winter cover crop seeds. 

You are also familiar with the vitally important “surplus removal” activities 
financed with a part of the customs receipts (sec. 32) funds. 

Marketing agreements and orders have been utilized for similar purposes by 
fluid milk producers and for certain fruit, vegetable, and nut crops. 

The Department of Agriculture has also carried on the plentiful foods pro- 
gram to increase domestic consumer purchases of seasonal abundant foods. 

Another important farm income stabilization program is the all-risk crop yield 
insurance now available for some of the stable crops in about 800 of the 3,000 
counties in the United States. 

Countervailing market power for farmers 

These Federal farm income programs came about as the result of the Congress, 
representing citizens generally, being convinced that the 4 million or so inde- 
pendent family farmers of the Nation needed the cooperation of Government to 
acquire what Professor Galbraith of Harvard has called countervailing market 
power. 

On the industrial side of the market are the highly organized business interests 
whose access to corporate finance, decreasing cost schedules, and use of farflung 
basing-point price systems and other means of conducting privately managed 
price-support and market-allocation programs, gave them an extremely strong 
bargaining position in the market. 

In more recent years, through organization, labor with the help of protective 
Federal laws and supported by minimum-wage laws, has been able to acquire 
a countervailing bargaining power sulflicient to raise wages and improve working 
conditions. 

On the farm side of the market are approximately 4 million independent small 
producers who have had none of these market advantages except as such have 
been provided by the Congress, Since farmers must use the cooperation of the 
Federal Government, the entire operation must be conducted within full view 
of the entire public. One result has been that some people have acquired the 
mistaken idea that farm people are rolling in wealth, with high incomes, and 
that continued farm agitation for improved income-stabilization programs is 
an expression of greed totally unrelated to the national interest. 


ECONOMIC SITUATION OF FARM FAMILIES 


The truth is that the farmers of this country are not doing so very well eco 
nomically. Compared with other groups in the economy, farm-family incomes 
are very low. Not only that, but farm-family incomes have been falling while 
other people’s incomes have been rising. 

Here are a few related facts that give a pretty good idea of the present eco 
nomic status of farm people. They indicate that the old familiar economic 
scissors are cutting farmers down again. 
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The purchasing power of farm fainilies, in constant dollars, dropped 26 percent 
from 1947 to 1952. A further fall of about 5 percent is forecast for 1953. Cor- 
porate profits are up 38 percent; the constant dollar purchasing power of divi- 
dends paid to stockholders by corporations is up 20 percent; the rate of interest 
bankers receive on short-term prime commercial paper is 124 percent (more 
than double) and the purchasing power of the average weekly earnings of indus 
trial workers is up 19 percent. 

Even 1949, toward the beginning of this 5-year period, only 1 out of 7 full 
time, family-size farms produced as much or more income than that received 
by the average nonfarm family. 

Farm attitudes toward international-trade policies 

I would be remiss in my duties as an elected official of a farm organization 
if I did not attempt frankly to convey to you what I am convinced is the prevailing 
attitude of farm people toward exports and imports and related policies. 

I am quoting the following from a letter I received a few weeks ago from a 
farmer in the Midwest: 

“Talk of ‘more trade and less aid’ is disturbing to farmers, not that farmers 
disagree with such a policy generally, but because they fear that certain segments 
of agriculture may be sacrificed upon the altar of the good-neighbor policy. 

“There are those, for instance, who say ‘let’s allow dairy products to be im- 
ported so that the Danes and the Hollanders can have dollars with which to buy 
American-made products.’ And they say ‘the total sum of the imports doesn’t 
amount to much anyway.’ 

‘But—the total sum does hurt dairymen who are already suffering huge losses 
from the competition of cheap butterfat substitutes. 

“They say ‘we lnust import wool from Australia and New Zealand and cotton 
from Egypt’ in order to hold off Communist forces. ‘These imports,’ they say, 
‘don’t amount to very much, and hence we can afford it.’ 

“But—these imports do seriously hurt our sheepmen and cotton producers. 

“Farmers fear that agricultural products are to be imported so that foreign 
countries will have dollars in order to buy American industrial machines and 
gadgets. 

“We contend that if it is necessary for America to allow imports of any kind 
for the general welfare, the farmers should not have to pay the bill—neither 
should any other one group of our economy. The cost should be shared by all 
Americans. 

“We confess that we don’t like the idea, but the only way we know by which 
such common sharing might be accomplished is for the Congress to establish a 
price for items domestically produced and pay subsidies to those industries and 
producers who are hurt by imports of foreign products, in order that they may be 
compensated.” 

I have no reason to believe that producers, other than farmers, who are faced 
with a similar need for an expanding export market or with similar market com- 
petition of imports, feel any differently about this than do the farmers I have been 
chosen to represent. Moreover, I am convinced that these others, including the 
domestic watchmakers, have the same right and privilege for considerate and 
helpful attention from Congress as do farmers. 

Further, it would be totally correct in my judgment to attribute the same atti- 
tudes, aspirations and needs to farm people, raw material producers and manu- 
facturers in other nations. I would fully expect that all of them would be 
legitimately interested in protecting their positions and promoting their interests, 


Accommodation 


The foregoing does not in any way mean that I am pessimistic about the possi- 
bilities or probability of attaining greater international economic cooperation 
among the democratic and noncommunistic nations of the world. Convinced 
that the foregoing is a fairly accurate description of domestic and world condi- 
tions, I am led to the conclusion that these important human characteristics and 
institutions have a very significant bearing on which methods of approaching 
greater international economic cooperation will prove most fruitful of the results 
we want. 

We need to devise ways to promote greater international economic cooperation 
that are compatible with the attitudes and interests I have presented to you. 

In our own country it would be both foolhardy and foolish to expect that 
people would want to abolish all “fair-trade” laws, tariffs, patents, unions, pref- 
erential freight rates, subsidies to airlines, maritime operators, and the rest. It 
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would be equally unrealistic, in my opinion, to expect that the peoples and gov- 
ernments of other countries are going to give up the myriad institutional inter- 
ferences with the free privately controlled market of the type visualized by 
mid-Victorian eeonomic theorists. The Chinese Nationalists on Formosa will 
not stop the uneconomic production of sugarcane until assured a continuous, 
uninterrupted supply of sugar in a low price range. Egypt, whose government 
revenues are derived largely from import and export duties, cannot quickly shift 
gears to a totally different system. 

sut even if it were possible, either domestically or internationally, to get the 
people and the governments to eliminate government assistance and regulation 
of market conditions, I am convinced that this would not be the best thing to do. 
My reason is this: The instability of raw material prices is a two-edged sword 
that cuts down economic progress cn both sides. 

Investments in economic expansion designed to increase the total output of 
raw materials must be made far in advance of the time when the products will 
be marketed. Instability in raw material prices presents such an added and 
serious factor of uncertainty in the calculation of returns on such investments, 
that the level of investment in expanded raw material exploitation is undoubtedly 
slowed down. 

Likewise, the investments in processing and man‘ifacturing industries that use 
raw materials must be made well in advance of their ultimate recovery from 
profits made from the sale of processed or manufactured products. Consumer 
need, and in some respects consumer demand, are relatively stable, and can be 
fairly well gaged. But faced with wildly fluctuating raw material costs, the 
manufacturer, like the raw materials producer, must introduce a large uncer 
tainty factor into his investment calculations. 

The meaning of this, to me, is clear. It means that the most fruitful means 
of promoting greater international economic cooperation is not a futile attempt 
to establish some kind of mid-Victorian competitive market equilibrium, but 
rather through the bold, imaginative, conscious building of workable interna 
tional economic institutions. What we must have is neither this Victorian fre 
market internationalism nor monumental national isolationism. The correct 
answer, it seems to me, lies in conscious international economic planning. 
Democratic world economic union 

I do not want the record to appear as if I thought I knew all of the correct 
answers to the tough problems of international trade policy. However, I do 
want to throw out some suggestions for your consideration. 

The problems connected with the United States imports and exports for agri 
cultural commodities and their effects upon domestic farm price programs are 
but a part, important as they are, of a much larger problem of worldwide scope 
and intense significance to the entire Nation. 

Nearly everywhere, our own Nation included, people are demanding better 
living conditions. Basic is belief in the dignity of the human being and the 
human family and the right to an equality of opportunity. Moreover, poverty, 
want and misery can be completely eliminated through modern technology and 
known ways of improving agrarian and other institutional arrangements. It is 
important to realize, also, that the knowledge of this revolutionary fact is becom- 
ing widespread throughout the world. 

Contentment is what one is able to attain, divided by what one has come to 
believe he ought to be able to attain. When contentment drops too low, people 
will resort to drastic, and often unreasoning, action to relieve their frustrations 
Herein lies the challenge, and the supreme test, of the United States world leader- 
ship. To meet this test, we must find ways to release for productive abundance 
the stupendous and magnificent forces that are latent within the nations of the 
free world. We must somehow energize the necessary intelligence and courage 
io take important steps to build greater economic strength and broader economic 
opportunities for all the people. This requires a new type of consciously 
directed, democratically controlled international economic planning and action. 

In various ways that I shall not attempt to list here, we and some of the other 
nations have been whittling away at this problem. The concern of your com 
mittee in holding these hearings is another step. 

But the progress we have made so far is infinitesimal compared with what we 
can and must do. Progress toward greater international economic integration 
has ben agonizingly slow in relation to the urgent need to build an adequate pro 
tection against the forces that threaten the democratic way of life 
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An ideal solution, of course, would be establishment of a democratic world 
government Men of good will through the ages have dreamed of a world brother- 
hood with a parliament of man, Currently, in our time, however, it appears that 
this attainment is beyond our reach because the people of a part of the world are 
blocked off by despotic totalitarian rulers 

What would be immediately attainable, in my opinion, if we were to put our 
strength behind it, is democratic unification. Lconomic and political integration 
inder a democratic governing body would solve fundamental problems in funda 
mental ways 

I have urged that the United States call a meeting of the nations with a view 
to drafting a constitution for the immediate establishment of a democratic world 
economic nnion ih a izle currency and no trade or population migration bhar- 
riers. Any nation that will conduct free democratic elections, and abide by the 
laws enacted by the governing body of such a union, would be eligible for mem- 
bership. Administrative agencies of the democratic world economic union would 

e directed to establish and carry out programs to vastly speed up economic 
deveiopment and improved productivity of human labor and land and water re- 
sources; to eliminate progress-retarding and opportunity-denying legal and in- 
tutional arrangements; and to eliminate and prevent reestablishment of trade, 
‘ial, and migration barriers The governing body of such a democratic 
vorid economic union could be expected to adopt a system of farm programs 
vy similar to those that have been developed in the last 30 years in this 

ntry and the Scandinavian countries. 

Il am recommending that the Congress enact a joint resolution directing the 
executive branch of Government to undertake positive steps through interna- 


urge 


tional conferences to establish a democratic world economic union 


International raw tterials reserve 


Higher farm fami living standards in all nations, including our own, are 
dependent upon expanded international trade in farm commodities and other raw 
Inaterials. The United States generally is becoming increasingly dependent upon 
foreign sources for low-cost essential industrial raw materials. It is ordinary 
commonsense for each of the various nations to expend its greatest effort in pro 
ducing those sorts of goods they can produce at greatest efficiency, and the domes- 
tic surplus of which they can exchange for those commodities produced more 
elliciently in surplus in other nations 

Pending the time when the democratic nations of the world can come together 
in solid econotaic union, it would seem desirable to establish an interim agency 
to develop and operate an international raw materials reserve. 

rhis agency would be charged with the responsibility to prevent extreme fluc- 
tuations in prices of agricultural Commodities and other raw materials in the 
international market; to encourage expanding production to meet the world’s 
pressing need for increased supplies of food, fiber, and other raw materials; 
to make available foodstuffs in circumstances of famine; to absorb temporary 
market surpluses; and, through use of national currencies involved, to make 
self-liquidating loans through appropriate international lending agencies for 
economic development, as well as for the purchase, in food, fiber, and merchan- 
dise importing countries, of raw materials needed in food and merchandise ex- 
porting countries 

I urge the members of this committee to give this suggestion careful study with 
a view to introducing and helping to bring about the enactment of a joint resolu- 
tion of the Congress directing the executive branch of the Government to initiate 
negotiations, through the United Nations or otherwise, to establish an interna- 
tional raw materials reserve. 


International food reserve 

There is already pending before the Senate a draft resolution (S. J. Res. 56), 
introduced by Senators Murray and Young and 22 other Senators, calling for 
the establishment of an international food reserve. While this proposal is not as 
broad in scope as the international raw materials reserve, I have just suggested, 
I urge you to use your influence and efforts to bring about the early enactment of 
Senate Joint Resolution 56. I am in complete sympathy and agreement with the 
statement made by Senator Murray when he introduced Senate Joint Resolution 
56, and I hope you will consider his statement as a part of my testimony in 
these hearings. 
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International Wheat Agreement 

A similar mechanism for conducting consciously directed, democratically-con 
rolled international economic planning is the International Wheat Agreement 
I am relieved and gratified that this agreement has been renegotiated. I hope 
it will be ratified by the Senate. Short of the successful establishment of an 
nternational food reserve or an international raw materials reserve of the 

pe I have just suggested, the renewal of the International Wheat Agreement 
ind the development of other international commodity agreements are essential 
to the continued stability of the United States wheat industry and of the economic 
opportunities of farm families who produce wheat, and export and import farm 
commodities. 

Tariffs, customs, quotas, and shipping 

Mr. Chairman, I think it is clear from what I have alread; iid in this st 
ment that I favor an intelligent international approach to roblems befor 
your committee it should be clear also that I do not believe that such a 
approach lies in throwing domestic or foreign producers upon the unguided and 
uncontrolled trader and cartel-dominated private international free-market 
system. The approaches I have suggested are negotiated publicly directed 
approaches to closer international economic integration. I do not believe, for 
example, that tariff elimination, as such, by unilateral action by the United 
States is either a sensible or a politically feasible approach to a solution of the 
problems that have been discussed in these hearings. 

The Reciprocal Trade Agreements Act is another negotional type of consciously 
directed international economic cooperation that should be encouraged. I hope 
that the Reciprocal Trade Agreements Act can be renewed with appropriate safe 
guards that I shall briefly enumerate 

I do not believe that United States farms who produce for export or who pro 
duce commodities that must compete with imports should be asked to bear the 
full cost, respecting this production, of an intelligent United States foreign policy 
I accord the same right and privilege to other domestic raw material and indus 
trial producers. The benefits of better international economic cooperation ac 
crue to all the people and the temporary costs involved should be borne by all 
the people. This means that in the case of both exports and imports, programs 
and policies should be established, as they have been in the case of the Inte! 
national Wheat Agreement and the Sugar Act program, to spread the costs to a 
the people instead of putting all of them directly on the small number of pro 
ducers concerned. 

With respect to such measures, there is always a clearcut choice of how the 
cost is to be spread to all the people. By some methods the cost is spread to all 
in their capacities as consumers and they pay the bill in increased retail prices 
of the things they buy in relation to the quantities of such purchases. This is 
the method followed in the Sugar Act and that proposed for extension to wool 

By other methods the cost is spread to all the people in their capacities as tax 
payers and they pay in accordance with the ability-to-pay principle incorporated 
in the Federal personal and corporate income- and excise-tax schedules. This 
is the method followed in connection with United States operation of the Inter 
national Wheat Agreement. 

As a general principle, Mr. Chairman, I urge you to accept the proposition that 
no United States farmer or other producer, whom we expect to remain in pro 
duction, be required to produce for export or to meet the competition of imports, 
at any price less than the full parity price. 

There are probably some industries in which the entire United States need 
and demand can be met continuously and safely through complete dependence 
on imports. In such cases, I recommend that the injured domestic industry be 
helped to make adjustments by means other than excluding imports, such as 
through extension of unemployment insurance, assistance in retraining workers, 
conversion to other lines and outright purchase, where required. 

May I hasten to add that I know of no domestically produced agricultural 
commodity to which this applies. 

In all other cases, programs and policies affecting imports and exports should 
be designed to provide full parity returns to domestic producers in ways that 
will be consistent with minimum hindrance to international trade and economic 
cooperation, and preferably by methods that will spread the temporary costs 
of the adjustments to all the people in accordance with ability-to-pay rather than 
through increased retail prices to consumers. 
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I urge the enactment of legislation to renew the Reciprocal Trade Agreements 
Act with sufficient safeguards to fulfill the objectives I have just listed. 


Simplified tariff and customs act 

The enactment of a new simplified tariff act along the lines recommended in 
the staff report on the trade policy study of the public advisory board for Mu- 
tual Security, and of a bill to simplify customs procedures such as was passed 
by the House of Representatives in 1951, would be of benefit to farm people and 
to the Nation generally. 
Tariffs on raw materials other than food and fiber 

The situation with respect to tariffs on metals, minerals, petroleum, and other 
raw materials except food and fiber products is a special case in point. These 
materials are irreplaceable natural resources, which are destroyed in a single 
use and cannot be maintained or increased. In a troubled world it makes a 
great deal of sense to make as little inroad as possible on our natural supply of 
such materials. From a purely selfish national viewpoint, it would be better 
to import a maximum of such materials while conserving the supply within our 
own boundaries. However, within the framework of international economic 
cooperation the wiser course would seem to be the establishment of a balanced 
drain on natural irreplaceable resources of the different countries. 

Establishment of the international raw materials reserve would be admirable 
for this task. In the absence of such an international agency, it would seem 
desirable to combine a United States national stockpiling program with the re- 
duction and ultimate elimination of import duties, and restrictions, on metals, 
minerals, and petroleum, with a domestic program that will protect the legiti- 
mate interests of domestic producers. 


NATIONAL RENDERERS ASSOCIATION, 
Washington, D. 0., May 13, 1958. 
Hon. DANIEL E. REEp, 
Chairman, Ways and Means Committee, 
House Office Building, Washington, D. C. 

DeaR Mr. CHAIRMAN: Reference is made to hearings currently being held 
before your committee on the Simpson bill, H. R. 4294, pertaining to the exten- 
sion of authority to enter into so-called reciprocal trade agreements with foreign 
nations. The consideration of yourself and the members of your committee 
with respect to the following statements is requested. 

These statements are submitted in behalf of the National Renderers Asso 
ciation—an organization composed of approximately 225 member companies 
which are largely single, independently operated establishments primarily en- 
gaged in the production of inedible tallow and grease which is extracted from 
fat-bearing materials obtained from literally thousands of farms, ranches, feed 
lots, meatpacking establishments, wholesale slaughterhouses, retail meat shops, 
and chain stores, hotels, restaurants, Government and State institutions and 
agencies. Member plants of the association will be found in all States of the 
United States except Montana. Inedible tallow and grease are principally used 
in the manufacture of soap. 

Due to the perishable nature of the raw material, the operations of the industry 
are in most cases very closely supervised and regulated by city, county, or State 
health authorities and it is now a general practice that members of the industry 
be bonded or otherwise licensed to assure diligent performance of this special 
type of assignment. As a matter of fact, in the areas where plants of this in- 
dustry are already in operation, it generally follows that the local health re- 
quirements prohibit removal of such materials by general refuse-disposal pro- 
cedures. Moreover, were it not for the existence of these plants, local units of 
government would have to provide for collection and disposal of such materials 
at great additional expenses to their taxpayers. 

Present market prices for the industry’s products are at such unprofitable 
levels that most plants cannot now afford to pay anything for the raw material; 
in fact, in some areas a service collection charge is being made. It must be 
obvious that this development is having a direct influence on the cash income 
being received by such important segments of the economy as the categories of 
businesses listed in the second paragraph above. Moreover, health and sanitary 
conditions are being jeopardized in many communities where members of this 
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industry have necessarily had to cease operation because of inadequate processing 
margins, 

It is generally considered that the displacement of soap and soap products 
by synthetic detergents, most of which contain no domestically produced fat 
or animal] oil, has been largely responsible for the present plight of the United 
States tallow and grease-producing industry. Naturally this loss of an im- 
portant domestic outlet by tallow and grease producers has resulted in large 
supplies of these materials being readily available in this country and, when 
there is superimposed on this situation the conditions of abundance now existing 
n other domestically produced fats and oils, it is not difficult to see why we do 
ot need imports of these materials at this time. 

For your information, rates of import duty on practically all fats and oils 
tems have been reduced to such an extent in already negotiated agreements 
that there remains only a mere shell of the tariff structure on this class of 
materials which existed at the time the so-called reciprocal-trade policy was 
nitiated; perhaps this is one of the reasons why the United States fats and oils 
ndustry currently is in such a critical predicament. The record will show that 
for 17 years, this association has made statement after statement before the 
irious Government committees and agencies set up to determine the duty con- 
cessions on these items, protesting the wholesale giveaway of our domestic mar 
sets. We were occasionally received courteously at these hearings, but always 
vith the same result, namely, a substantial reduction in the duty on the particular 
fat or oil item. 

We believe the provisions of the Simpson bill, if enacted into law, would at 
east give domestic producers a more adequate opportunity to establish injury 
and obtain limited relief from the overzealous tariff-slashing policy that has 
been followed by the United States in recent years and we hope that your 
committee will give a favorable report on H. R. 4294. 

As has been stated before your committee on many previous occasions, the 
original purpose of the tariff was to enable United States producers to compete 
pricewise in the American market with low-priced, similar articles of foreign 
origin. It seems to us that such an objective is just as much in order today as it 
was when the first tariff duty was enacted. 

In closing, I would like to invite your attention to the attached tabulation 
of extracts of recent letters to the National Renderers Association alluding to 
conditions now prevalent in various areas of the country. It is requested that 
you arrange to have this letter. together with the attached tabulation, printed 
as part of the committee proceedings under H. R. 4294. 

Very truly yours, 
F. B. Wise, Secretary-Treasurer 


Extracts OF RECENT LETTERS TO NATIONAL RENDERERS ASSOCIATION 


Wisconsin 


Just completed a trip through the State of Wisconsin, during which time I 
personally contacted every renderer in our State. Wherever I went and regard 
less to whom I spoke, the story was the same and conditions far from ro 
Many of the boys are very much discouraged and very pessimistic about the 
immediate future 

Several plants have already closed in our area and one cannot blame them 
for discontinuing their operations in the face of continuous losses. This of 
course would create quite a problem in the territory now covered by such rend 
erers and would make it necessary for the farmer, small packer and meat 
market operater of such locality to dispose of their own offal or dead stock 
resulting into an undesirable situation from all angles, especially from a sani 
tary viewpoint. 

Teras 

For many years we have provided a free removal service for dead and fallen 
animals in surrounding areas. We have also accepted collect phone calls when 
this service was desired. 

We have been able to provide this service, notwithstanding the heavy truck 
ing and processing costs involved, because the finished products were selling at 
fair values. But tallow, grease, meat protein feed products, and hides are now 
all selling at their lowest points in well over a decade, and in some cases it is 
difficult to sell them at any price. 


$32604—53 59 
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Under these conditions, we are eliminating our advertising in local news- 
papers. We must also eliminate the not inconsiderable expense of accepting 
collect telephone calls. So, in the future, when you desire our service, will you 
please prepay your telephone call. 

Michigan’ 

Synthetic detergents are replacing the soaps made from tallow. Synthetic 
materials are reducing the demand for hides. The market for animal proteins 
is shot to pieces. 

The renderers foresee a public health problem around some of the larger 
cities. They can’t afford to take care of the wastes from buteher shops in 
today’s market for animal byproducts. The industry is talking with the health 
departments of larger cities to determine if some other means of handling waste 
materials from butcher shops can be deviscd. 

In short, an old and honorable business is going to pot, the victim of progress, 
and will be in for even worse times unless the chemists devise some new means 
of using animal carcasses and butchers’ wastes. 

That's the way it is in this wonderful 20th century, the era of synthetics. 
Georgia 

We discontinued handling fallen stock about 6 months ago. We went along 
losing money on this service and when hides took a big drop we stopped picking 
up any fallen stock. We also discontinued our routes on fat and bones from 
retail stores, as there was no incentive to do this, even free of charge for 
materials. 

You know as I do that many renderers have closed their plants and many 
are hanging on by the skin of their teeth and I hate to think what the poultry 
plants in our area would do with the inedible waste if we closed our doors. 
Vassachusetts 

With present market conditions for tallow, grease and meat scraps being what 
they are, it is impossible for us, or any other renderer, to pay for some grades 
of slaughterhouse and market waste. 

Prices bid for livestock are based on the sales value of all the products which 
can be produced, less the cost of processing. An average steer hide would cure 
at approximately 70 pounds, the same steer should yield about 65 pounds of 
slaughter fat, which in turn should yield 60 percent of tallow, or the total tallow 
from this source per steer would be 39 pounds. 

If hides were selling at 25 cents per pound and tallow at 12 cents per pound, 
total value of these two items in the above-mentioned case would be $22.18. 
Today tallow is approximately 5 cents and hides in the neighborhood of 15 
cents per pound. The total value would be $12.45 or a difference of $9.73. The 
other items which have been decreased in value due to present market conditions 
would undoubtedly bring this $9.78 difference to $15 difference, which, in my 
opinion, is the amount the value of a steer has been reduced by decline in tallow, 
crease, and meat scrap markets. 

Illinois 

Until about a year ago, we, as well as other renderers, were paying farmers 
for their dead animals. In this area prices ranged from $2 to $5 per head, which, 
added to the $2 service charge now in effect, means a loss to the farmer com- 
pared to a year ago of from $4 to $7 per head, all of which has been caused by 
the extremely low market on inedible grease, plus a drastic reduction in the 
prices of hides and meat scraps. 

I would estimate that only 50 to 60 percent of the animals are being handled 
by rendering plants as a result of these low prices. Of course, the animals not 
handled by rendering plants must be buried or burned or left to rot, thus causing 
a hazard to not only his own livestock, but to the stock of neighbors as well. 


Vississippi 


Reduced markets for grease, hides, and proteins have forced us to do the 
following: ; 

1. Discontinue dead-stock collection service in 9 counties in Mississippi and 
4 counties in Alabama. 

2. Discontinue the use of 5 trucks entirely. 


%. Discharge for lack of work 27 members of our crew. 


Editorial from Jackson (Mich.) Patriot, February 26, 1953. 
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4. Discontinue payment for chicken offal which reduces the income of chicken 
plants in the area by more than $1,300 per month. 

5. Discontinue service of collection to two large plants entirely because truck- 
ing and processing was more than the value of the finished product. 


6. Discontinue the acceptance of collect calls for dead-stock collection service. 


Pennsylvania 

Our company has been in the rendering business for 114 years. For the past 30 
years we have collected dead stock. Due to the conditions, which we consider 
beyond our control, we decided the 4th of February of this year to discontinue 
the service of picking up dead animals. 

We have taken 7 trucks out of this service, which means quite a saving in our 
costs, but it is still not a sufficient amount to overcome the loss in handling raw 
fats und bones. To break even on operations in handling just fat and bones is 
a real problem today and not many are able to do so 

As a matter of fact in our area alone 1 small renderer quit business last 
summer and within the past month 2 other small] operators have closed their 
plants. 


Nebraska 

We had a rendering plant which serviced an area that handled 1 million cattle. 
his plant was closed about a year ago for the reason that it was losing money. 
At the present time there is no rendering service in this area and the animals 
that die remain where they die, unburied. 

We have a very large plant in another part of the State. We have pulled in 
our routes about 25 miles and discontinued a good many phones 


Oklahoma 

We closed our small plant a couple of months ago because it was losing money 
At our larger plant we have discontinued a good many routes and have reduced 
the distance we will go for material. 
Kansas 


We understand the State of Kansas now has only 1 and possibly 2 rendering 
plants in operation. 


(Whereupon, at 3: 45 p. m., the hearing was adjourned until 10 a. m. 
Monday, May 11, 1953.) 
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MONDAY, MAY 11, 1953 


House or REPRESENTATIVES, 
COMMITTEE ON Ways AND MEANS, 
Washington, dD, ( 

The committee met, pursuant to recess, at 10 a. m., in room 1102, 
House Office Building, Hon. Daniel A. Reed (chairman) presiding. 

The Cuamman. The committee will come to order. 

The committee will resume public hearings on the Trade Agree- 
ments Extension Act of 1953, H. R. 4294. This morning the com- 
mittee will hear testimony from the proponents of the provision of 
the bill imposing a quota limitation on importation of crude 
petroleum. 

The first witness is the Honorable Charles W. Vursell, Member of 


Congress from the State of Illinois. 


STATEMENT OF HON. CHARLES W. VURSELL, A REPRESENTATIVE 
IN CONGRESS FROM THE STATE OF ILLINOIS 


Mr. Vurseui. I want to thank you, Mr. Chairman and the members 
of your committee, for permitting me to come before you this morning 
in the interest of certain oil legis lation that I rec ently introduced. 

I may say that some weeks ago I introduced a bill, H. R. 4688, 
which I would like to present to your committee for consideration at 
this time. 

The CHarrmMan. Pardon me, do you have a copy of that bill? 

Mr. Vursetu. I have a copy of the bill. 

The CuHarrman. Would you like to insert it in the record ? 

Mr. Vursevi. At the close of my remarks, I would like to insert it 
in the record. 

The CHatrrman. Without objection, it is so ordered. 

Mr. Vursevi. The effect of my bill would limit imports of oil and 
petroleum products to about 10 percent of our domestic consumption 
or demand. Due to the fact that the volume of imports has steadily 
increased until we are now importing over a million barrels of oil a 
day, or 14 percent of our domestic demand, I feel, as do practically 
all of the inde pendent and smaller producers who are suffering some 
hardships lanes of these excessive imports, that it would be fair and 
eipinali to limit the present imports to 10 percent of our market 


demand, which would still permit them them to import from 700,000 
to 800,000 barrels of oil daily. 

I would like to say to the committee that Senator Carlson previously 
introduced the same bill in the Senate. I feel that the provision of 
this bill does not run contrary to the policy of the President, but in 
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my judgment is consistent with his policy and would implement the 
thought expressed in his state of the Union message when he said, 
and I quote: 

I further recommend that the Congress take the Reciprocal Trade Agreements 
Act under immediate study and extend it by appropriate legislation. This objec- 
tive must not ignore legitimate safeguarding of domestic industries, agriculture, 
and labor standards. 

In other words, my bill does not in any way tie the President’s hands. 
It provides that in case of emergency the quota established may be 
suspended by the President at any time, to meet national consumption, 
that there is not sufficient oil produced on the domestic front to meet 
domestic needs. 

Due to the competition of the great domestic oil industry, such 
limitation of imports in volume to 10 percent of our national use of oil 
will in my judgment not cause any increase whatsoever in the price of 
gasoline and oil products to the consumer. 

My principal interest in introducing and supporting this legislation 
is my interest in national defense. My secondary interest is in the 
fact that my State of Illinois is the sixth State in the Union in the 
production of oil, and I may say to the committee that up to the present 
time Illinois has produced 1 ,600 million barrels of oil, and the geolo- 
gists and the best information indicate that we still have in the ground 
something like 668 million barrels of oil. 

I should like to point out that these excessive imports: that are 
coming in cannot be justified on the ground of more trade and less 
aid. Probably 85 percent or more of these imports come from such 
countries as Venezuela and Arabia, whose trade balances are probably 
the highest of any nations in the world. 

From the financial st: andpoint, they are in much better condition 
than we in the United States. Further, I should like to point out 
that nearly all of the oil imports are being brought in by large major 
companies here in the United States. I have no objection to the size 
or the financial success of these larger oil companies. I support their 
bigness and am equally interested in their financial and business suc- 
cess. We are proud of their success and their past record in the 
interest of the economy of our country. But I do feel that the Con- 
gress should not continue to give them, by inaction, a preference 
which holds back the efforts of the thousands of smaller oil companies 
to the point where they cannot continue to expand as rapidly as they 
should in developing domestic oil production which may seriously 
weaken our total exploration and production, which would weaken 
dangerously, possibly, our national defense in the event we should be 
plunged into another worldwide war. 

I think it is not an understatement to say that the members of your 
committee, Mr. Chairman, before which the problems of the oil indus- 
try have been brought so many times, have a greater knowledge of 
the importance of the oil industry to our economy and our national 
defense than any other group of men in the Congress. Inasmuch 
as several witnesses, well versed in oil production ‘and distribution, 
will testify before this committee, I will not take more of your time 
except to ask your consideration of this legislation and to ask that 
I may file for the record the balance of my statement, and to say that 
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if we give them 10 percent of our market and reduce them from 14 
percent of our market that they now have, it would seem a reasonable 
action and, in my judgment, this question having been before the 
Congress so many times, places the responsibility on the Congress 
to act. 

If we will take care of our domestic production, we may not have 
to fight our way through submarines in case we should be unexpectedly 
plunged into a world war. If we will take care of our domestic 
production and keep it going in a reasonable manner, and not inhibit 
it as it is because of these imports, we will have our striking power 
ready for greater production and greater efficiency if the time should 
come when we will have to use it. 

I thank the gentlemen of the committee. 

The CuHarmman. Mr. Vursell, is that the end of your statement ‘ 

Mr. Vursetxi. That is the end of my statement, except that I have 
a little more which I have asked might be incorporated in the record. 

The CHarrMan. Without objection, that may be done. 

(The balance of Mr. Vursell’s statement and H. R. 4688 are as 
follows :) 

[H. R. 4688, 823d Cong., 1st sess.] 

4 BILL To assure the development of petroleum resources necessary to the national 
security by providing a limitation on the quantity of crude petroleum and petroleun 
products that may be imported into the United States 
Be it enacted by the Senate and House of Representatives of the United States 

of America in Congress assembled, That section 350 of the Tariff Act of 1980 

is hereby amended by adding a new subsection as follows: 

“That notwithstanding the authority granted in the preceding subsection, or 
any foreign trade agreement entered into pursuant thereto, a quota for crude 
petroleum and petroleum products to be imported into the United States shall 
be provided limiting the total quantity imported from all countries, including oil 
for supplies for vessels at United States ports but excluding oil for manufacture 
and reexport, in any quarter of a year to an amount not to exceed 10 per centum 
of the domestic petroleum demand in the United States, as reported by the 
United States Bureau of Mines for the same quarter of the previous year. The 
quota established under this subsection may be suspended by the President dur- 
ing any period in which he finds that there is an inadequacy of total petroleum 
supplies to meet current national consumption.” 


We have been reading with surprise and alarm of the Senate investigation of 
the ammunition shortage in the Korean war which has weakened our military 
efforts. : 

Mr. Chairman, unless the Congress corrects a mistaken policy which grows 
worse year by year affecting the defense of our Nation, many of the billions of 
dollars we are appropriating for national defense will be made ineffective and 
useless, 

I refer to the Federal Government’s policy as to petroleum. Without petroleum 
the great military machine—the tank, the airplane, the battleship—becomes an 
inert and helpless prey of an aggressor. More and more each year we are 
becoming dependent upon foreign oil for our military machine. We have 
encouraged excessive and unneeded imports of oil. 

Our Government’s policy for the past several years had led us along that dan- 
gcerous and unwise path. The Congress can and should correct this situation now 

This history of imports shows that we are becoming more and more reliant 
upon foreign oil—more and more reliant upon a foreign source for our essential 
und vital war fuel—more and more reliant upon the unpredictable whims of a 
few foreign powers, compelling us if an emergency comes to fight our way through 
submarines to get the oil we will need for national defense. 

Mr. Chairman, the military and governmental officials concerned agree that for 
defense purposes our domestic oil industry should be expanded. We do not have 
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enough standby or reserve producing capacity, over and above peacetime uses, 
for a war emergency. 
At the beginning of World War II we had a reserve producing capacity of a 
iillion barrels a day that proved vital. It saved us and our allies. But since 
the war our Government’s policy of encouraging imports has prevented the domes 
tic industry from building up its strength. It has been forced to hold back its 
expansion efforts so as to make room for a greater and greater volume of imports. 
As a result, today, we do not have a reserve or standby capacity comparable 
to that which we had in 1940. We are not as strong as we could be, and should 
be if we had a proper governmental policy on oil imports. 
During the period 1946-51, imports averaged 611,000 barrels daily. According 
nformation submitted to the Texas Railroad Commission by the importing 
companies themselves, imports this year will average, unless curtailed by law, 
about 1,100,000 barrels daily and it will continue to go up 
My proposal does not embargo oil. It provides for substantial imports, but 
within reasonable bounds hased on the experience of recent years. By thus 
limiting imports, the domestic industry will have access to a larger share of the 
home market. With this larger market it will receive increased income to 
reinvest in exploration, development, and expansion. Our defense program will 
be strengthened. The Nation will be more secure as to oil We will become 
ndependent of uncertain and insecure foreign sources of oil, production and 
exploration will expand, employment in the oil industry will expand, and many 


to 


millions of dollars more in taxes will be turned in to the Federal Treasury. 
Mr. Chairman, why should we force the United States to become dependent 
upon foreign oil in the event of an emergency? The domestic petroleum industry 


has shown convincingly that it has the ability. if given the incentive, to provide 
this Nation with increased quantities of petroleum for the foreseeable future. 
Every test of the industry's ability to continue this record provides assurance 
that it can do so. 

But to do so, the industry must have the encouragement of a proper govern 
mental policy on imports. It must have the assurance that its expanded pro- 
ducing ability will not be forced into idleness, in order to make room for increas- 
ing imports. The industry cannot be expected to expand merely to be held as a 
shut-in reserve to be used only in case of war. If the Nation 


wants a strong 
industry in time of war, it must encourage 


a strong industry in time of peace 
The bill I have introduced would permit imports to continue to increase so long 
as domestic consumption increases. It would give foreign oil 10 percent instead 
of the 14 percent it is now taking from our home market It is a fair and reason- 
able treatment of foreign oil. It would encourage 15,000 small domestic pro 
ducers of oi] to expand their operations, explore and find new fields, and would 
relieve hundreds of small independent refineries who are refining the products of 
smaller producers 

On the other hand, the bulk of imports into the United States are brought in 
hy five or six large American companies—Standard Oil of New Jersey, Shell Oil 
Co., Gulf Oil Co., and others. 

Nearly all of the oil which is imported into the United States comes primarily 
from two areas, namely, Venezuela, and Arabia of the Middle East. Both nations 
have large treasury balances and no debts. The philosophy of “Trade Not Aid” 
is not applicable to oil. The encouragement of imports from Venezuela and the 
Middle East would not result in offsetting grants of aid by 


increased trade. 
It would not constitute assistance to financially weak countries. 


It is not neces 
ary toa proper program of encouragement of foreign trade. 

Mr. Chairman, it has been suggested that the trade agreements should be 
extended for 1 year without amendment so as to provide time in which to study 
the complications of a foreign-trade program. This, in general, may be a sound 
and proper approach to a diflicult problem, If is not, however, sound, proper, 
or necessary with respect to petroleum. The facts with respect to petroleum 
foreign trade have been fully developed and presented to the Congress, to the 
Tariff Commission, to the State Department and to other 





rovernmental agencies 
repeatedly during recent years. The problem of oil imports has been one of 
repeated concern and study for many years. The Congress has available to it, 
all the information it needs on which to arrive at a sound and proper policy. 

It is a problem with respect to which the entire oil industry, including the 
importing companies, has agreed in principle. We need only to implement that 


principle. That policy, unanimously endorsed by the National Petroleum Coun 
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cil, the industry group advisory to the Federal Government, stated as its first 
fundamental principle: 
The national security and welfare require a healthy domestic-oil industry 

Further they said: 

Continuing supply to meet our national oil needs depends primarily on availa 
ilitv from domestic sources Due consideration should be given to the develop 
ent of foreign-oil resources, but the paramount objective should be to maintain 
onditions best suited to a healthy domestic industry which is essential to 
ational security and welfare. To this end, adequate, and equitable availability 
f essential materials is a fundamental requisite.” 

As to imports, the council's policy reads: 

‘lL. The Nation’s economic welfare and security require a policy on petroleum 
imports Which will encourage exploration and development efforts in the domestic 
industry, and which will make available a maximum supply of domestie oil to 
meet the needs of this Nation. Isn’t that plain enough?” 

Again I quote: 

“The availability of petroleum from domestic fields provides the means for 
determining if imports are necessary, and the extent to which imports are desir 
ible to supplement our oil supplies on a basis which will be sound in terms of the 
national economy and in terms of conservation 

fhe implementation of an import policy, therefore, should be flexible so that 
adjustments may readily be made from time to time.” 

Further they say: 

‘Imports in excess of our economic needs will retard domestic exploration and 
development of new oil fields and the technological progress in all branches of the 
industry which is essential to the Nation’s economic welfare and security.” 

This statement of policy, prepared at the request of the Federal Government, 
has been filed with the Government for more than 4 years and has been ignored 
by the Congress though it has remained unquestioned. 

With excessive imports eating away at the strength and vitality of an essential 
defense industry, the Congress has the responsibility to act. We have a duty to 
survey the problem and to come forth with a solution. 

Mr. Chairman, we know that the policy of recent years is leading the United 
States into a position of depending on uncertain foreign sources for its oil require- 
ments. We know that this is not necessary. We know that the policy of our 
Government will determine whether we as a Nation are to be self-sufficient as 
to oil 

The Congress will be failing in its responsibilities to the American people if 
we do not arrive at a policy with respect to petroleum imports which will make 
the Nation secure if and when world war III should come upon us. 


The Cuarrman. We thank you for your very fine presentation. I 
think Mr. Jenkins would like to inquire. 

Mr. Jenkins. I would like to ask you this one question, Mr. Vur- 
sell. Will you give me those figures that you have embodied in about 
the second paragraph of your prepared statement and dealing with 
total imports ¢ 

Mr. Vursect. We are importing now over a million barrels of oil 
a day, or about 14 percent of our domestic use. If we cut it back to 
10 percent of domestic use, on the same ratio they will still be per- 
mitted to import 700,000 to 800,000 barrels of oil and petroleum 
products a day. As our domestic use gets greater, they come on up, 
using the 10 percent ratio, with greater importations. 

The Cuarrman. Any questions / 

We thank you for your appearance and the contribution you have 
made for the information of the committee. 

The next witness will be Mr. Clyde M. Foraker, president of the 
Ohio Oil & Gas Association, Columbus, Ohio. 

Of course, we know who you are, Mr. Foraker, but for the record, 
please give your full name to the reporter. 
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STATEMENT OF CLYDE M. FORAKER, PRESIDENT OF THE OHIO OIL 
& GAS ASSOCIATION, COLUMBUS, OHIO, ACCOMPANIED BY JAMES 
A. UPHAM, AN INDEPENDENT OIL AND GAS PRODUCER OF 
MOUNT VERNON, OHIO, AND IRA M. KORST, EXECUTIVE SECRE- 
TARY, OHIO OIL & GAS ASSOCIATION, NEWARK, OHIO 


Mr. Foraker. My name is Clyde M. Foraker. I reside in Colum 
bus, Ohio, and have been a crude oil producer in Ohio for over 40 
years. 

Mr. Jenkins. Mr. Foraker, would you not like to have Mr. Korst 
from your company sit there with you / 

I will say to the members of the committee that these gentlemen 
have their principal operations in my district, and naturally I am 
very much interested in what they have to say and the way they 
say it. 

All right, Mr. Foraker. 

The Cuairmman. I want to say this: You are well represented. 

Mr. Foraker. At present, I am president of the Ohio Oil & Gas 
Association, an association comprised of over 700 producers, con- 
tractors, roy: ilty owners, and others engaged in the oil or gas pro 
ducing industry. Employees of these members total many thousands 
of persons. 

The crude oil and natural gas industry in Ohio is of considerable 
economic value to the State. Production taxes on oil and gas exceed 
those paid on coal and are 10 times more than those paid by other 
mineral industries in the State. 

In Ohio, Corning Grade oil, which presently accounts for nearly 
half of our production of crude, is in competition at local refineries 
with Mid-Continent oils. At present we are faced with a complete 
loss of market for this oil when the present purchase contract expires 
on December 31 of this year. 

If the market for Corning oil is lost on January 1, the net result 
will be curtailment of nearly half of our current production of crude 
oil, abandonment of many wells in the most productive fields in Ohio, 
a severe reduction in employment in the producing industry and 
drastic losses to farmer royalty owners, together with the loss of 
oil reserves to the Nation. Several years ago this occurred in north- 
western Ohio, and the result to the economic situation of the area was 
far-reaching. 

Our interest in limiting imports is of vital importance to the Ohio 
producing industry. The Corning grade market is affected by crude 
oil imports. Corning grade oil produces a heavy yield of fuel oil, 
and is also affected by imports of residual fuel oil. We believe that 
proper consideration ‘should be shown our producing industry in the 
interest of protecting our local producers, many of whom face ruin 
unless the situation changes. 

For the most part Ohio is a stripper-well State. We have a con- 
siderable number of secondary recovery operations. The most ef- 
fective water flood operation is now in Medina County. This 
production decreased by 9 percent last year, due largely to ‘the fact 
that secondary recovery methods are very expensive, and prices re- 
ceived for the crude did not justify expanding secondary recovery 
facilities. It is highly probable that if the market continues to be 
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flooded with oil imports, no further secondary recovery projects will 
be started in Ohio, and many now in operation will cease. 

We appreciate the fact that in recent years considerable sentiment 
has developed along lines of free-trade and reciprocal-trade agree- 
ments. We further believe that the best interest of our country will 
be served in both peace and war if our own producing industry is 
given favorable consideration and kept in a healthy condition. Our 
present difficulty lies in the fact that western crudes, which are being 
replaced by imports, are replacing our local production. We believe 
that limiting imports would divert western crudes to other refineries 
and thus open up a market for Ohio crude at refineries in our State. 

Some of our association members are reluctant to come to Congress 
for a solution of our problem. We are, however, authorized to pre- 
sent to your committee the above facts showing the seriousness of the 
situation facing us in Ohio. 

The Cuamman. Does that complete your statement, Mr. Foraker? 

Mr. Foraker. Yes. 

The Cuamman. I would like to say, Mr. Foraker, that you have 
made a presentation here in which I concur, and especially the 
statement on the second page. I have the honor to represent Alle 
gany County as part of my Congressional District, which is an oil- 
producing area. In fact, it practically stabilizes the economy of that 
country, and there they are forced into secondary operations which 
are soexpensive that if it were not for the 2714-percent depletion 
allowance, many of them would have to close down. 

Of course, the excess importation of foreign oils can also close 
them down. 

Thank you very much for your information. 

Mr. Jenkins will inquire. 

Mr. Jenxrns. Mr. Foraker, I think it would be well if you would 
have inserted in the record the names of these two gentlemen associated 

with you, Mr. Ira Korst and Mr. James Upham. 

As I understand it, you two gentlemen agree with Mr. Foraker in 
his statement. Mr. Korst, you are the secretary of the association ? 

Mr. Kors. That is right, sir. 

Mr. Jenkins. Mr. Upham ? 

Mr. Urnam. I am an ex-president of the association. 

Mr. Jenkins. I will ask you, Mr. Upham, in reference to the state 
ment made here by Mr. Foraker: 


It is highly probable that if the market continues to be flooded with oil im 
ports, no further secondary recovery projects will be started in Ohio. 


Does that not mean if you are forced to close down a lot of these 
stripper wells that you are now operating, never will be opened up 
again ¢ 

Mr. Urnuam. That is exactly right, Mr. Jenkins. 

Mr. Jenkins. And that oil will be lost to the Nation ? 

Mr. Urnam. That oil wil! be lost forever. It is too small to recover 
after that. 

Mr. Jenkin. Over what portion of the State of Ohio do your op 
erations extend ? 

Mr. Urpnam. Seven counties. 

_Mr. Jenkins. They are all leading gas- and oil-producing coun- 
ties ¢ 
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Mr. Urnam. Yes, sir; they are. 

Mr. Jenkins. Do you produce gas, also? 

Mr. Urnam. Yes, sir; very much. 

Mr. Jenkins. What effect will this have on your gas developments ¢ 

Mr. Upnam. We either get an oil well or a gas well or a dry hole 
in every operation, and along with our usual income, a sizable part 
of it is oil. Of course, if we do not have any market for this oil, we 
will just be out of income. ae 

Mr. Jenxrns. Mr. Foraker makes the positive statement that if 
these importations are continued, you very probably will go out of 
business. , 

Mr. Upnam. There is no question. We will just have to. There is 
ho place else for us to go, 

Mr. Jenxins. About how many landowners do you have as royalty 
owners in your organization ¢ 

Mr. Urnam. There are several thousand in the entire organiza- 
tion. Of course, there are 27,000 oil wells in Ohio, and the oil royal- 
ties are divided up among many more than that when it comes to 
royalty. 

Mr. Jenxrns. Frequently, 5 or 6 different farms will be tapped 
to 1 well? 

Mr. Urnam. That is it. 

Mr. Jenkins. My experience has been, down in my section at least, 
that that is about the only cash income of a lot of these people who 
pet this royalty. 

Mr. Urnam. That is exactly the situation. 

Mr. Jenkins. That is what they use to pay their taxes with, and 
so forth. There are thousands of them in the great State of Ohio. 

Mr. Urnam. That is correct; I agree with you wholly. 

Mr. Jenkins. That is all, Mr. Chairman. 

The Cuarrman. Mr. Curtis of Missouri will inquire. 

Mr. Curtis of Missouri. I would like to ask you one question, if I 
may. You say in your statement, on page 1, there will be a loss of 
oil reserves to the Nation if you shut a well down or abandon it. Is 
there any reason why it cannot be opened up at a later date? Do you 
understand my question ? 

Mr. Urnam. I understand your question. The situation is this: 
We have many thousands of wells which make less than a barrel a 
day. Those are old wells, which formerly in their younger days were 
sizable wells. Now they ‘are down to where you are reaching what 
is left in the ground. That is seeping in very slowly. Those are 
small wells, and there are many thousands of them. When you put 
it all together, you have a lot of oil. If they are once abandoned or 
left stand idle, they deplete to nothing, because you have casing in 
the ground and you have cave-ins. You have surface equipment, 
that all just deteriorates to nothing. 

The other point about it is this: Due to the high price of materials, 
if you can sell your material for more than you will get out of that 
oil, you will abandon the little bit of oil and leave it in the ground, and 
you will haul that material off and sell it. 

Mr. Curtis of Missouri. It would not be economical to try to go 
back and pick up that oil ? 

Mr. Upram. It is not like a ball laid up on a shelf. It will not 
stay that way. 
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Mr. Curris of Missouri. I wanted to get that clear in my own 
mind. Thank you. 

The Cuaiman. We thank you for your appearance and the con 
tribution you have made. It is a very fine statement. 

Mr. Foraker. Thank you. 

The CuHatrMan. The next witness is Mr. Russell B. Brown, general 
counsel, Independent Petroleum Association of America. 

Mr. Brown, we are always glad to see you here in the interests 
of the oil people whom you represent so well. Of course, we know 
you, but for the benefit of the reporter, if you will kindly give your 
full name and address. 


STATEMENT OF RUSSELL B. BROWN, GENERAL COUNSEL, INDE- 
PENDENT PETROLEUM ASSOCIATION OF AMERICA, WASHING- 
TON, D. C. 


Mr. Brown. Thank you, M;. Chairman. It is a pleasure to come 
before this committee. I have been appearing before it for some 23 
years, and I have always had the very best of respect and consideration, 
and I appreciate it. 

My name is Russell B. Brown. I am general counsel of the Inde 
pendent Petroleum Association of America. I appear here repre 
senting that association on this occasion. 

Also, Mr. Chairman, if I may, 1 have been authorized by the fol 
lowing associations to say that I speak for them—I would like to read 
their telegrams of authority and present them for the record. 


IPAA is authorized to speak for and otherwise represent this wholly 
independent association of crude-oil producers in matter of reducing foreign 
importations to 10 percent of our domestic production. 

For the past several months the east Texas oil field has been allowed to 
produce only 18 days per month; yet in an effort to retain our pumpers and 
maintenance labor and office help we have paid the full wages for the calendar 
month but they are working only about 60 percent of the time. 

East TEXAS Or~ ASSOCIATION, 
3y H. P. NIcHo rs, 
Executive Vice President. 

Mr. Simpson. What was the name of that association ? 

Mr. Brown. East Texas Oil Association, of Tyler, Tex. 

I have another one from Evansville, Ind. : 


This is your authority to represent the Indiana Oil & Gas Association and 
appear in the hearing representing this association for the purpose of limiting 
the importation of foreign crude oil into this country to 10 percent of the 
domestic production in line with the proposed Vursell amendment to the Trade 
Agreement Act. 

Joe Vor Burr, 
President, Indiana Oil & Gas Association, Evansville, Ind. 


From Mount Pleasant, Mich. : 


Michigan’s producers of oil and gas are vitally interested in the adoption 
of a proper governmental policy on oil imports. My canvass of the independent 
operators of Michigan indicates that they favor legislation along the line of that 
introduced by Congressman Vursell of Illinois amending the Trade Agreements 
Act. I accordingly authorize you to appear in our behalf in support of this 
very necessary legislation. 

J. WALTER LEONARD. 
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From Owensboro, Ky.: 


Efforts of your association regarding control of oil imports greatly appre- 
ciated. Need of controls more outstanding each day. I and many others in 
Kentucky are fully behind you. Best wishes for your success. 

Georce P. ELLison, 
President, Kentucky Oil & Gas Association. 


Los ANGELEs, CALIF., May 8, 1958. 
Russet B. Brown, 
Washington, D. C.: 

Our agency passed resolution deploring excessive imports crude petroleum 
at annual meeting but illness of L. P. St. Clair has delayed release. Please 
represent independent oil producers agency at forthcoming hearing. 

L. P, STOCKMAN, 
Dewey, OKLA., May 8, 1953. 
RUSSELL Brown, 
Care Independent Petroleum Association of America, 
Washington, D. C.: 

Please represent our association as favoring resolution regulating foreign 
oil imports at 10 percent of 1952 domestic demands. 

NorTHEAST OKLAHOMA Or Propucerks, INc., 
Cunt Bearp, Manager. 

Mr. Chairman, we appear here today to present our views on the 
trade-agreements program. 

Our appearance is for a twofold purpose, as follows: 

First, to support the general provisions of the Simpson bill which: 
(1) Provide for a 1-year extension of the act; (2) strengthen the 
escape-clause procedure; (3) strengthen the peril- point procedure ; 
(4) establish the Tariff Commission as the final administrative au- 
thority on peril-point and escape-clause findings and in certain other 
respects; and (5) strengthen the Antidumping Act. Our endorsement 
of these five provisions is based upon specific experiences we have 
had which, to us, have convincingly demonstrated the need for im- 
provements in the existing laws. I will amplify this experience 
later. 

Second, and of more direct concern, we appear to support the 
establishment of a legislative quota which would limit the total quan- 
tity of crude petroleum and all products derived therefrom which may 
be imported, to 10 percent of domestic demand. This overall quota 
is provided for in the first paragraph of section 13 of the Simpson 
bill, which is, in substance, the same as H. R. 4688 recently introduced 
by Congressman Vursell of Ilinois and §. 1552 recently introduced 
by Senator Carlson of Kansas 

The second paragraph of section 13 of the Simpson bill would 
establish a specific quota on a single and individual petroleum prod- 
uct, namely, residual fuel oil, limiting imports of that single product 
to 5 percent of the domestic demand for that product. It is my 
understanding that this 5 percent quota on residual fuel oil was in- 
cluded in the bill as a means of correcting injury to the coal industry 
by oil imports. It is my further underst: anding that the coal industry 
and related groups will appear before you tomorrow to present their 
case. 

I point out the differences between the effect of these two paragr: aphs 
of section 13 so that it will be clear to the members of the committee 
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that my testimony and that of most, if no all, of the petroleum in- 
dustry witnesses which will follow me today, is directed to the pro- 
vision of the Simpson bill establishing the overall 10 percent quota. 
The domestic oil producer is interested in the 10 percent overall quota 
because he is affected by all petroleum imports, whether it be crude 
oil, residual fuel oil, gasoline, kerosene, or any other product that 
displaces domestic oil in the home market. In contrast, the coal 
industry is primarily concerned, as I understand their situation, with 
the single product of residual fuel oil which is directly competitive 
with coal. 

Irom the standpoint of the domestic oil producer we do not feel 
there is a need for the special 5 percent quota on residual fuel oil. 
In fact, it removes from the overall 10 percent quota some of the flexi- 
bility which we believe would be desirable. It may be that from 
the standpoint of the coal industry the 5 percent quota is neces- 
sary. The final judgment will have to be left with the wisdom of 
this committee. 

it should be made clear that our position is not in support of 
“shutting out” imports of petroleum. I know of no such proposal. 
We do ask for some clear, understandable and fair relationship be- 
tween imports and the production of oil, established by constituted 
authority. I believe that no one can question the fairness of the 
10 percent relationship that we support. 

We support a reasonable limitation on total petroleum imports 
because imports are injuring the oil-producing industry in the United 
States and, more important, are weakening our Nation’s security. 

Other witnesses will testify as to the extent of injury being suffered 
by domestic oil producers. I do want to point out that the ‘industry, 
by an overwhelming majority, believes that imports have reached 
excessive levels and should be reduced. The following chart cover- 
ing the history of oil imports from 1928 through 1953 shows the 
sharp increase during recent years. 

(The chart referred to follows:) 

Mr. Brown. I call the attention of the committee to this chart. 
I would like to point out that prior to 1932, the imports of = were 
coming in at the rate indicated here (indicating). Remember, in 1932 
Congress passed an import tax on oil. That became effective in rere 
The first half of 1932 we imported 300,000 barrels a day. Following 
the imposition of the tax, in the second half we imported substan- 
tially 100,000—108, as I recall it. From that time, imports went 

along with demand pretty well, so it did not disturb production until 
1939, wher mnder the trade agreements program they made an agree 
ment with Venezuela. At that time our imports were running along 
about 160,000 barrels a day. Then following the Trade Agreements 
Act agreement with Venezuela, our imports began to go up until the 
tanker shortage during the war. At that time we were depending on 
imports for about 280,000 barrels of our own needs. 

During the war, imports were reduced to less than 100,000 bar- 
rels a day during the early period of the war. Our foreign oil im- 
ports were reduce ed that much overnight. 

Following that, under the trade agreements program, we made an 
agreement with Mexico, and in that Mexican agreement we provided 
that the tax should be reduced on the first five percent of the oil 
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imported, and from then on the tax was to be the same. That was 
the second encouragement our Government had given to importing 
companies to bring in more oil. They responded to that and brought 
in oil until we were reaching the neighborhood of 450,000, 

Then they made the GATT agreement or General Agreement with 
some 21 nations in January 1948, which was a further reduction in 
the taxes imposed. 

Following that reduction, which was interpreted by the importing 
companies as an encouragement, imports have gone on and on, until 
again in 1952, when we were importing some 900,000 barrels of oil, 
we renegotiated the agreement with Venezuela and substantially cut 
the remaining tax. So in the year 1955, the importers now say— 
and this line here is not an actual ae This is based on an 
estimate of the importing compan themselves as to what they 
expect to in iport this vear, hich runs ce hehete 1.100.000 barrels. Actu 
ally, the imports are running well in the neighborhood of that, and 
running about 1,070,000 barrels. 

You will note that scheduled imports for the year 1953, based on the 
announced plans of the importing companies, will average close to 
1,100,000 barrels daily. This would be a threefold increase in volume 
since World War Il. Percentagewise, it would take 14 percent of the 
United States oil market as compared with about 7 percent at the 
close of the war. In contrast to the steady increase in imports, domes 
tic production is now being curtailed and restricted. 

Injury to the domestic oi] industry, naturally, is of great concern 
to us. We believe, however, that excessive oil imports ri ise a more 
fundamental issue of public policy involving this country’s economic 
welfare and security. 

I do not need to tell this committee how vital oil has become to 
private consumers, industrial activity and our armed services. His- 
torically, we have been able to meet our national oil needs in peace 
or war from sources within our borders and under our control. We 
can continue to do so, or we can adopt policies that will —e it im 
possible to maintain adequate domestic supplies of oil. As a Nation, 
we must choose between two alternatives: 

A. We can continue to permit and encourage oil imports to take 
an ever-increasing share of the United States market. This policy 
would lead inevitably to dependency on foreign sources of supply, 
controlled by a few large companies; or 

B. We can establish a reasonable limitation on oil imports so that 
both imports and domestic production will be assured a fair and 
equitable share of the United States market. This policy would re 
sult in the expansion of domestic supply in keeping with national 
requirements and, at the same time, would osid for a healthy for- 
elgn trade. 

The choice between dependency versus self-sufficiency represents 
the basic problem as to oi] imports. A great deal of testimony will 
be presented to this committee. Any and all conflicting views must 
be resolved and the decision should, and must, be made in the national 
interest. 

We believe that it would be unsound and dangerous to continue 
a policy of increasing reliance upon foreign sources of petroleum 
supply. 


R2604 te 
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Oil from Canada, from Central and South America and, to a far 
lesser extent, from the Middle East, may be important to the security 
of the United States and the rest of the Western Hemisphere. Oil 
from within our own borders, however, is our first line of defense. 
It must be adequate at all times. 

Apart from the security considerations, we question the wisdom of 
a policy under which a larger and larger part of the oil supply for 
the American public would be under the control of a few world- ‘wide 
oil companies. No one should be misled into believing that reliance 
on a few companies rather than a competitive domestic industry will 
mean lower prices to the consumer. Certainly, there is no evidence 
in support of such claims. 

It is true th it the dumping of excess foreign supplies since 1948 
has caused a sharp decline in the price of residual fuel oil in eastern 
seaboard markets. Residual fuel prices in New York Harbor, for 
example, are now about 70 cents a barrel below parity prices for 
coal. Whatever benefits may be obtained from these decreased prices 
for heavy fuel oil go to large industrial and commercial consumers. 
In contrast, the millions of users of gasoline and home-heating fuel 
oil have enjoyed no benefits. In fact, in the New York market where 
imports have sharply increased, the retail price of gasoline, the fuel 
which so many people use, excluding tax, has increased 10.3 percent 
since 1948. The price of home-heating fuel oil in this same market 
has increased 4.5 percent. As a matter of fact, that is the area of 
our great imports, and since the war they have taken all of the in- 
creased refinery capacity to the eastern seaboard. 

At the same time, in the Midwest market, where there are no im- 
ports, the price of gasoline has declined 3.7 percent and the price of 
home-heating fuel oil has declined 5.1 percent. 

It is obvious from these figures that the large increase in imports 
has not benefited the average motorist and homeowner. In fact, one 
of the largest importing companies recently attempted to increase 

gasoline prices in New York and New England still further. In the 
cod run, the consumer will suffer as he always does when supply 
is controlled by a few. We believe that this aspect of the imports 
problem should be considered in choosing between dependency on 
foreign oil under the control of a few and self-sufficiency through 
domestic oil in the hands of thousands of domestic competitors. 

The problem created by excessive imports is generally acknowledged. 
The Secretary of the Interior, Douglas McKay, recognized this prob- 
lem when he told this committee last week that : “Domestic production 
has been reduced in recent months, and there should be a correspond- 
ing cut in imports.” Various suggestions have been offered as to 
methods of solution. These suggestions fall into three categories: 
(1) Voluntary action by the importing companies; (2) administrative 
relief under existing laws; and (3) legislative action. 

I would like to explore those three, one by one. 

Under the heading of “Voluntary Action,” since the problem is 
reated within the industry, industry statesmanship should be fully 
explored for a possible solution. For many years, we have hoped for 
a suggested solution to come from those importing companies who 
have created the problem. Many times, formally and informally, 
we have appealed to those companies for corrective action. These 
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efforts have failed. Failure is, in our opinion, due to the following 
causes which make solution through voluntary action impossible: 

1. Companies importing oil refuse to admit that increased imports 
have created any problem. 

2. These companies have a natural stockholder urge to realize as 
much as possible as soon as possible from their foreign producing 
properties, where their right to continue is insecure. 

3. These companies have commitments to, and actual partnership 
with, the governments where they operate. These commitments and 
partnerships subject these companies to pressure to produce and sell 
to the maximum. Failure to respond threatens the companies with 
possible concession forfeitures, partnership liabilities and expropria- 
tion proceedings. 

t. The vast wealth and income from oil properties lead the rulers 
of foreign governments to exercise diplomatic pressure on our Gov- 
ernment to encourage greater imports. 

I have just been informed that the Venezuela Government plans 
to send a commission here to go into the home of every factory that 
is selling them anything, to tell them of the dire threat, which indi- 
cates some of the pressures. 

5. Any voluntary restriction of imports might well subject the 
importing companies to prosecution under the antitrust laws. 

That was pointed out, you remember, by the Secretary of the Interior 
when he appeared before you. 

6. Part of the oil produced by importing companies is subject to 
call and sale by foreign governments. If the companies fail to market 
this oil, the governments could sell it for import into the United 
States irrespective of any voluntary arrangement. Attached to this 
statement is a recent ad that appeared in the New York Times, by the 
Government of Iraq, illustrating the point. This ad asked for bids 
for about 65,000 barrels of oil per day for the year 1954. 

(The ad referred to follows :) 


[From the New York Times, April 12, 1953] 


NOTICE 


1. That Iraq Government calls those interested in purchasing all or part of the 
following quantities of Iraqi crude oil produced from the Kirkuk, Ain Zalah, and 
Zubair fields, during the year 1954, to apply to the Ministry of Economics, 
Baghdad, or Iraqui Embassies, Legations, or Consulates for terms and conditions 
of sale and qualities of crudes, 

{In tons] 


Ain Zalah 
crude avail- 
able at 
Tripoli and 
Banias 


Zubair crude 

available at 

Fao Persian 
Gulf 


Kirkuk oil 

available at 

rripoli and 
Banias 


Period 


Ist quarter ‘ an 700, 000 40, 625 100, 000 
2d quarter 712, 500 40, 625 100, 000 
3d quarter 712, 500 40, 625 100, 000 
4th quarter . ‘ ° 725, 000 40, 625 100, 000 


NoTe.—This means roughly 65,000 barrels per day over the year 1954. 


2. Purchaser is requested to indicate prices offered per ton of crude f. 0. b. 
seaboard terminal. 
3. Purchaser is requested to indicate quantities of oil to be purchased. 
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4. Purchaser is requested to indicate currency in which payment is effected, 
preference being given to those who pay in scarce currencies. 

5. Offers are accepted until May 31, 1953. 

6. Purchaser is required to deposit a bank guaranty to the amount of 1 percent 
of the value of the crude oil to be purchased, and the said guaranty to be valid 
up to 31st of July 1953. 

7. The Government will notify purchaser before the 15th July 1953 whether 
his offer is accepted. If the offer is accepted, the purchaser shall make such 
arrangements as may be necessary before 3ist July 1953 for the establishment 
of a confirmed irrevocable letter of credit with a bank acceptable to the Govern 
ment, such credit to be in the amount of the value of the crude oil to be purchased. 


8s. The Government will consider offers for purchasing Iraqi crude oil for 


periods extending over 1 year 


MINISTER OF ECONOMICS. 
Contact: Consulate General of Iraq, 22 East 73d Street, New York 21, N. ¥ 


Mr. Brown. 7. Great quantities of oil are available for sale by 
governments in countries that have nationalized their oil properties. 
Examples are Lran and Mexico. Mexican oil is now becoming avail- 
able and under new discoveries will be in greater quantity than in the 
recent past. This oil would not be subject to voluntary agreements 
by the Importing companies who formerly controlled its production. 
It would not be logical to expect voluntary restraint by these com- 
panies making their present United States markets available to oil 
held by these foreign governments. 

The fact that no voluntary solution has been proposed further 
demonstrates that voluntary action is impractical and impossible. 
Furthermore, any agreement made today would not meet future con- 
ditions or bind others who might import in the future. 

Even if voluntary action were possible, is it wise and is it good 
government to leave a matter so important to the Nation’s welfare and 
security in the hands of a few people, no matter who they may be? 

In considering the possibility of administrative relief, passing now 
to administrative relief, we would like first to review briefly the treat- 
ment of petroleum under the trade agreements program. The chart 
points that out pretty well. 

Petroleum was not dutiable under the Tariff Act of 1930. In the 
Revenue Act of 1932, however, Congress established an excise tax on 
the importation of crude oil and petroleum products. This tax con- 
stituted a policy declaration of Congress encouraging domestic de- 
velopment. Although the industry was at that time in a period of 
depression far greater than the general economic depression which 
concerned the entire Nation, increased exploratory efforts followed 
that action. Our reserves of oil in the United States were greatly in- 
creased. A supply of oil for an expanding economy and our national 
security was provided in increasing quantities. 

The Trade Agreements Act was passed in 1934. When the matter 
was before the Congress it was specifically stated that such program 
would not be applied to the excise tax on petroleum. For 5 years 
it did not. The Venezuelan agreement in 1939 was the first time that 
petroleum imports were dealt with under the program. That agree- 
ment reduced the import taxes. Further, it established a tariff quota 
on oilimports. At that time, however, at the urgings of the domestic 
oil-producing industry, the Secretary of State gave solemn assurances 
that the agreement would not be permitted to injure the domestic 
industry and include in the agreement an “escape clause,” which was 
described by the Secretary in a letter to the chairman of the Ways and 
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Means Committee, dated February 8, 1940. Some of the members 
on this committee remember Secretary Hull and his earnest assurance 
that he would not permit injury, but I would like to read the letter he 
gave to the chairman of that committee. 1am quoting from his letter: 
* * IT would say that, in accordance with the general policy of providing 
flexibility in order to safeguard the interests of our domestic producers, an 
escape or safeguarding clause in unusually broad terms was included in the 
rade agreeinent with Venezuela. This clause permits remedial action when 
ever—to use the language of the agreement—‘special circumstances” render it 
necessary or advisable to do so. The clause would permit such action with re- 
spect to petroleum or any other product included in the agreement. 
There he was talking directly to petroleum. 


[I scarcely need to assure you that the operation of the trade agreenents is 
given constant and careful superv&sion in order that remedial action may be 
taken whenever it appears that the producer of any product might be materially 
injured Nor is it necessary to add that this statement applies to the con 
cessions granted on petroleum and other products included in the Venezuelan 
agreement 

There he again specifically pointed to petroleum, which shows his 
consciousness of this problem. 

At the time the Venezuelan agreement was negotiated in 1939, im- 
ports averaged 162,000 barrels daily, as compared with the 1953 rate 
of over 1,000,000 barrels dlaily. 

The next agreement affecting petroleum imports was with Mexico 
in 1943. In that agreement, the tariff quota established in the Venezue 
lan agreement was removed and further reductions in the tax rates 
were made. The agreement included a strengthened escape clause. 

At the time the Mexico agreement was negotiated in 1943, imports 
averaged 174,000 barrels daily, as compared with the 1953 rate of over 
1,000,000 barrels daily 

In the fall of 1947, for the third time petroleum imports were treated 
in a trade agreement. At that time the State Department made an 
agreement with some 20 nations at Geneva, which is commonly re- 
ferred to as GATT. In this multilateral agreement further reduc- 
tions were made in petroleum import taxes. Again an escape clause 
was included. Asa result of these three agreements, the excise taxes 
established by Congress in 1932 on crude oil and all petroleum products 
were reduced by 50 percent. 

At the time the Geneva agreement was negotiated in 1947, petroleum 
imports averaged 437,000 barrels daily as compared with the 1953 rate 
of more than 1,000,000 barrels daily. 

The fourth and last time that petroleum imports have been treated 
under the program was the renegotiated agreement with Venezuela, 
which was begun in 1951, and concluded in 1952. In that agreement, 
the tax was still further reduced. The esc ape clause was retained. 

In 1951, imports averaged 844,000 barrels daily, and in 1952 im 
ports averaged 958,000 barrels daily, as compare d with the 1953 rate 
of over 1,000,000 barrels daily. That. is some of the history we have 
had under this agreement, and the effort to get relief. It is un- 
necessary to say that we appeared on each of these and fought to 
present. to the authorities the fullest information pa 

In appearing before this committee last week, Cabinet members 
opposed the petroleum quotas on the ground that the present law 
affords adequate relief. 
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We say it does not. We offer the record to justify our conclusion. 
Each time that petroleum has been the subject of treatment under the 
Trade Agreements Act, the Independent Petroleum Association of 
American has appeared before every forum made available and, in 
addition, has presented to the various departments of government 
having any responsibility whatever with regard to petroleum the case 
us we see it. At no time have we received any relief whatever. In 
fact, there has been continuously an attitude of unconcern for the 
domestic industry. An example of this attitude has been the per- 
formance of the Committee for Reciprocity Information. The hear- 
ings of that committee have been perfunctory. Its proceedings have 
been a closed-door performance, a procedure which is repugnant to 
every standard of our judicial and administrative system. No find 
ings were made public to show the basis for decisions reached. 

The more recent experiences which we have had under the trade- 
agreements program have revealed no new assurances on which we 
can justify reliance on administrative relief. 

Secretary Weeks during his appearance before this committee 
stated, in referring to the administrative relief available to petroleum 
and others under present law, that “it is my understanding that they 
have not requested such action of the Tariff Commission.” ‘That is 
an amazing lack of information on the situation as it has existed, and 
it is understandable. Secretary Weeks was just misinformed. 

In 1949, we were faced with a serious import problem. At that 
time we applied to the Tariff Commission for escape-clause relief. 
Our pleas were denied on the false base that there were “some current 
scaling down of both production and imports.” The record shows 
there was no scaling down of imports. To the contrary, imports in- 
creased in 1949 and have continued to increase. 

Then in 1951, at the time the Venezuelan Agreement was up for 
renegotiation, we appeared before both the Tariff Commission and 
the Committee for Reciprocity Information urging that some action 
be taken which would protect the domestic industry from the very 
position it finds itself in today. The facts available then clearly 
portrayed what we would be faced with today. Yet, the facts were 
ignored and the import tax, instead of being incr ased or even held 
at the then existing rate, was actually further reduced. 

Thus, under the Trade Agreements Act the policy of encouraging 
the domestic industry established by Congress in 1932, has been re- 
versed. Our Government’s policy under ‘the administration of the 
act has been to encourage foreign oil. The result has been a steady 
increase in imports and greater dependence of our economy and 
security on foreign oil. 

In denying our application in 1949 the Tariff Commission assured 
us that our difficulties were due not to imports but to the mild weather 
of that year. 

We had hoped some sign of more serious consideration would come 
with the change in administration. 

They are playing the same record back to us today. The needle 
seems to stick on “the mildness of the weather during the past winter.” 
Secretary McKay in his appearance last week repeatedly referred to 
the mild winter. The mild winter may have been a factor, but if so, 
it should have called for a reduction in imports. Yet imports have 
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continued to increase under the trade agreements program to injurious 
levels, and we as a nation have continued to become more dependent 
upon foreign sources for our needs. 

The State Department under the present law would dominate the 
determination of our case. Its attitude and present thinking is clear. 

I have set forth, Mr. Chairman, speeches that have been made by 
current members of the State Department. I understand that that 
is before the committee. I can skip it or reread it, as you prefer. 

The Cuatrman. I would like to have you read it. 

Mr. Brown. On March 17, 1953, the Honorable John M. Cabot, 
Assistant Secretary of State, spoke in Boston, Mass., at which time 
he stated: 

* * * In September 1952, we signed a trade agreement with Venezuela. From 
our viewpoint it was intended to protect an important export market and in 
cidentally to safeguard important American investments. From the Venezuelan 
viewpoint it was intended to secure a vital foreign outlet on which the entire 
economic life of the country depended, 

Today there are some 21 bills before Congress which would in effect repudiate 
this agreement. I am not going to describe to you at length what is likely to 
happen if one of these bills should pass; you yourselves will readily appreciate 
that if we should thus break an international commitment it will not only dam 
age your business in Venezuela but also prejudice our interests throughout the 
Americas 

On the 16th day of April 1953, the Honorable Thruston B. Morton, 
Assistant Secretary of State for Congressional Relations, speaking at 
New Orleans, La., said: 

You are probably all aware that hearings will begin on April 22 before the 
House Ways and Means Committee to decide which of the crossroads the United 
States shall take in its trade policy. The hearings will be held on a bill which 
would tear the vitals out of the present Reciprocal Trade Agreements Act. Adop 
tion of such a bill would create consternation among countries of the free world 
and would lend credence to the Communist theme that the United States wants 
to sell but it does not want to buy. 


Elsewhere Mr. Morton said: 
And so the battle rages. 
He puts himself as leading a battle there. 
Although the arguments of those who recognize the need for lowering bar 


riers to trade may be more persuasive in the abstract, the groups with special 
interests 


that is a pet opprobrium that is used so often by some of the bureaus— 


ure infinitely more effective in getting their views presented where it counts 
the most—before our legislators. 


I am glad he recognized that. 
If we are ever to get a foreign trade policy capable of serving as the founda 


tion for a strong free world defense effort, it is incumbent upon groups such as 
yours to stimulate a broader understanding of the issues involved. 


It may be that you have heard from some of his audience on that. 

On April 27, 1952, Gen. Walter Bedell Smith, Under Secretary of 
State, in a speech before the United States Chamber of Commerce, 
said in part: 

As you probably know, hearings opened in Congress today on the bill which, 
though extending the reciprocal trade agreements program, would in effect bring 
about a sharp reversal of United States policy to lower barriers to trade in the 
free world. It would change the Trade Agreements Act from a tariff-reduction 
program to a tariff-raising program. 

+ . * . . * * 
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Our Venezuelan friends would have to do a good deal of fast talking to thei 
more nationalist-minded countrymen if we shut out Venezuelan oil * * * 


I know, there is no proposa | to shut out Venezuelan oil. 


So here is a matter when the general interest and the national policy would 
seem to conflict with the local or special interests, and there the problem again 
falls on the shoulders of the State Department. 

I believe he is new in Government, and I have always interpreted 
that to fall on the Congress instead of on the State Department. But 
that is his interpretation. 

It is obvious, from this record, that a great number of officials in 
the administrative agencies charged, under the present law, with the 
responsibility of properly administering the trade agreements pro- 
gram and granting relief under the escape clauses thereof now enter- 
tain such views that discourage us in the hope for proper consideration 
In passing on any application for relief by the domestic petrolewm 
industry. This, we submit, fully justifies the conclusion we have 
reached, that we must come back to the source of power and authority 
created by the Constitution of the United States for proper regula- 
tion of foreign trade. That souree is the Congress of the United 
States. The record calls for a change of venue so we may be assured 
i fair trial. 

I pass now to congressional action. 

The various States and the industry in the United States, supple 
mented by congressional action, have developed a conservation pro- 
gram on petroleum that has saved much of this important resource. 
Such program 1s essential to our future growth and security. 

The one source over which no proper control is now exercised i 
imported oil. No comparable conservation programs apply to vide 
oil. Increases in imports may be due to political and economic pres- 
sures entirely outside the principles of conservation and with no 
relation to the development of these natural resources in the United 
States. 

During recent vears the petroleum supply outside the United States 
has increased more rapidly than the demand outside the United States. 
As a result, there is a growing world surplus. When this outside oil 
will enter the markets of the United States and in what amounts 
is unrelated to our conservation program and is subject to no control 
other than the will of individual pomnpenses, No authority for such 
controls is capable of being exercised by the State regulatory bodies. 

The Constitution of the United States rests full control over the 
movements of products, in interstate and foreign commerce, with the 
Congress of the United States. The Congress now exercises no effec- 
tive control of petroleum imports. 

Any program of conservation in the United States must fail im its 
fullest achievement until some provision for the control of oil imports 
by some responsible authority is provided. 

The legislative bodies of our various oil-producing States have spent 
much time over the last half century in an efiort to provide wise ‘and 
fair conservation laws. The courts, Federal and State, have been long 
occupied with the interpretation of these laws to preserve rights and 
insure equity. 

State administrative bodies, presided over by able executives and 
staffed by engineers and technicians, have spent much time, effort and 
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money to insure the administration of wise and useful conservation 
practices. The results have been of great value to the people of our 
country dependent upon pet roleum and it products. The benefits 


are immeasurable to our industrial development and our national 


curity. 

The continued SUCCESS of these efforts 1) the conservation of ow 
natural resources is now threatened by the disrupting effect of exces 
sive and uncontrolled lM ports. State conservation bodies are now 
forced by lessened demand for their States’ oil to m: ike further cut 
backs in production, 

The conservation effort in the United States will be of little value 
if we fail to recognize the threat of uncontrolled and unrelated 
ports of petroleum. 

Evidence of excessive oil imports is well known. The problem 
prese nted through these excesses has been generally understood. Only 
the solution remains 

We have already given the reasons why we believe that voluntary 
action by the im portin g companies or administrative action do not 
provide a solution. We believe a proper solution rests with Congress. 

The popular and good-natured game of baseball must have for the 
euldance of the participants clear rules | rovided by acknowledged 
authority. How much more hmportant is the conduct of the petroleum 
industry. We should have rules that are clear. They should be 
pro vided by some body of unquestioned authority. There is support 
for his po sition in the 0 pinions of men who have earned great respect 
in the history of our Government. To borrowa phrase from Jetferso 
“Tn question of power, let no more be heard of confidence in man, but 
bind him down from mischief by the chains of the Constitution.” 

The natural solution to the problem of controlling excessive imports 
is provided by the Constitution of the United States. We may oc 
casionally forget the Constitution. We cannot long ignore it 

Congressional authority has been used to assist in the conservation 
efforts of the States. It was used to meet a similar problem in the 
early 1930's. I refer to the passage by Congress of the ¢ ‘onnally hot 
oil law denying the privilege of interstate commerce to oil produced 
in violation of State conservation laws. It was used to authorize 
studies of conservation problems through the interstate oil compact. 
It was used to restrict imports by the passage of the import tax in the 
Revenue Act of 1932. 

Under a law restricting imports we would have Government action 
to be sure ; bi it it would be government by law, not by men. Any other 
proposal T have heard suggested woul 1 be government by men, not 
according to law but according to men’s impulses. 

The domestic oil] industry, as well as the States in which oil is 
produced, are now experiencing a very definite type of Feder: al 
control. Men in importing companies supported | men who ad 
minister the trade agreements program, without definite rules o% 
regulations, control petroleum imports. This is Federal control i 
the worst and most repugnant form. These men and these imports 
control every program of production and every person or company 
producing oil in the United States. By such power they determine 
the market outlet and the price of every barrel of oil produced i 
the United States. 
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Definite petroleum restrictions provided by Congress will free us 
from such controls and substitute controls by law which all can under 
stand and rely upon, 

Only through government under law can freedom be assured in this 
country. Through this means the conservation of our petroleum 
resources can be assured. 

That completes my statement, Mr. Chairman. I thank you very 
vreatly. 

Phe Cuairman. Thank you, Mr. Brown, for your very fine state 
nent. 

I notice during your very fine presentation you brought out the 
danger to our national security of having such a vital product as 
oil in the hands of other countries rather than our own. In other 
words, if we let the foreign imports destroy our oilfields here by 
stopping deve lopme nt and Wiping out the stripper wells, and what 
not, then in time of war we are not very well prepared, are we, to 
fight the battles with oil ¢ 

Mr. Brown. That certainly is my impression. I think good soldier 
ing 1s to keep the gun ane | th 1e sol lier pretty close together. 

The Cuamman. Tell me this, if you will. I think you have the 
figures, but I did not notice them in here. About how many people 
are employed in our domestic oil production ¢ 

Mr. Brown. Something over 250,000 in the production. 

The Cuairman. I suppose in the area of some of these wells, espe 
cially the stripper wells, as they are put out of business it is going 
to put a great many men who work in that field out of employment. 
is it not? 

Mr. Brown. Yes, Mr. Chairman, that is quite true. And even 
more important, it retires from practice and experience the trained 
personnel that we have built up in this country. 

The CuarrMan. It also destroys a certain amount of income that 
is a stabilizing influence in the community ? 

Mr. Brown. That is quite true. 

The Cuarman. I do not know how far this would apply to oil, 
but there are a great many people deeply concerned about the con- 
sumers. Of course, we all are. Here is what happens, and always 
has happened whenever foreign countries can take over our market 
here. They destroy our production here, then they are in a position 
to put the price up anywhere they want it, and they do, is that not 
right ¢ 

Mr. Brown. That is not only a possibility, but it is a very strong 
probability, because it has happened. That is the history of it. 

The Cuatrman. It has happened in the past. 

Mr. Brown. That is right. 

The CuatrMan. So eae anything in the nature of national 
defense must not be jeopardized by letting them destroy our pro- 
duction, I do not care whether it is oil or chemicals or what it is. 
We have had the experience that they just jump the price as soon as 
they had taken over an industry here. Is that right? 

Mr. Brown. That is quite true, as I think I have demonstrated, 
right here in the United States. 

The Cuatrrman. How do the wages compare in these foreign fields 
like Venezuela ? 
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Mr. Brown. Our wage rates are far, far higher than they are there, 
except that they take “from here quite a few trained experts into 
those areas, and naturally their wages there are even higher than they 
ive here, imagine. But the general run, of course, is much cheaper. 

The Cuatrman. Whatever local labor is employed down there is 
cheaper than the similar type here, is that not true? 

Mr. Brown. Very much so; yes. 

The Cuamman. What about the costs of production down there? 
Is that greater or less? 

Mr. Brown. It is much less. 

Getting the exact figures is difficult, but I think I can illustrate 
t in this wav: The average production in the United States runs 
between 12 and 13 barrels of oil a day per well. Their wells run 
from 3,000 to 5,000 barrels a day. In other words, the whole country 
\f Iran is producing from less than 300 wells and is producing some 
700,000 barrels of oil. That is true in many of the other countries. 
The same way in the Middle East. Venezuela to a less extent, but 
proport ionately their costs run down in proportion to the production. 

The CHamman. What is the depth of the wells there as compared 
to the depth here ¢ 

Mr. Brown. None of the wells in any of the foreign countries has 
reached the depth they do here. Most of them average about a third 
of our deepest, but pretty much in line with our old production. 

The CuarrMan. Drilling costs are very high, are they not? 

Mr. Brown. Yes. 

The CHarrMan. Any other questions ? 

Mr. Jenkins will inquire. 

Mr. Jenkins. I want to make just one statement, Mr. Brown. 

On page 11 you set forth just about my views with reference to this 
whole proposition. Iam going to read that: 

Kach time that petrvleum has been the subject of treatment under the Trade 
Agreements Act the Independent Petroleum Association of America has appeared 
before every forum made available and, in addition, bas presented to the various 
departments of Government having any responsibility whatever with regard 
to petroleum the case as we see it 
Now, here is the point: 


At no time have we received any relief whatever. In fact, there has been 
continuously an attitude of unconcern for the domestic industry. An example 
of this attitude has been the performance of the Committee for Reciprocity 
Information. The hearings of that committee have been perfunctory Its 
proceedings have been a closed-door performance, a procedure which is repugnant 
to every standard of our judicial and administrative system. No findings were 
made public to show the basis for decisions reached. 

If I may comment on what I have heard in testimony presented 
before this committee, no department of rar has ever shown 
so much disrespect toward those who appear before it, as have these 
trade agreement groups, nobody that I es of. No lawyer has ever 
come before this committee and ever said that, “I have had satisfaction 
in my treatment by these organizations.” 

Mr. Brown. That certainly was our experience, Mr. Congressman. 

Mr. Jenkins. That is all, Mr. Chairman. 

The Cuarrman. Mr. Simpson will inquire. 

Mr. Stwrson. Mr. Brown, I was shocked when I learned the other 
day—and I am happy to know now that I have been misinformed— 
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that your industry had not exercised rights under existing agree- 
ments and the law to seek relief administratively. I learn now that 
you did SO. As an ex: imp le of the procedure in the making of one 
of these trade agreements, I refer to the most recent one with Vene 
zuela. In accord mce with law, you were notified one way or another 
that they were considering revising the Venezuelan agreement; and 
oil being an item there, you were permitted to show your interest, 
and did so, under the ‘ ‘peril point provisions of the law as it is 
today. 

I am correct in understanding that the “peril point” provisions 
refer to items to be subjected to consideration, and relief there, if any, 


ht / 


is in advance of the actual negotiations; is that rig 

Mr. Brown. That is true. 

Mr. Suweson. So you did seek to have a “peril point” established 
by the Tariff Commission pr ior to the 1952 revision of the Venezuelan 
agreement, did you not ¢ 

Mr. Brown. That is right. 

Mr. Stupson. You did that in accordance with the law which Con 
gress had passed. The majority of the Commissioners found a “peril 
point” of 101% cents a barrel with no quota, did they not? 

Mr. ‘salty That is right. 

Mr. Simpson. And three of the Commissioners also found a “peri] 
point” of 1014 cents per barrel with a 5-percent quota, and 21 cents 
pel barrel for imports ovel the quota ¢ 

Mr. Brown. That is right. 

Mr. Simpson. Those findings having been made by the Tariff Com- 
mission, which is the factfinding body authorized by Congress to 
n au a determination of a point below which, if the tariff is cut, 
damage is certain to come to the industry: is that right? 

Mr. Brown. That is right. 

Mr. Srwpson. Will you tell us what the negotiators did when they 
went down to make this agreement, that is, the men from the State 
Department ? 

Mr. Brown. They ignored the recommendations of the Tariff Com- 
mission. 

Mr. Simrson. They utterly disregarded what the Tariff Commis- 
sion recommended ? 

Mr. Brown. They disreg: irded that and severe ly reduced all of the 
duties or the taxes. 

Mr. Simpson. They reduced the tax to 514 cents a barrel, did they 
not, on heavy crude? 

Mr. Brown. That is right. 

Mr. Srwprson. And on residual fuel oil. In other words, they did 
exactly contrary to what the Tariff Commission suggested. 

Mr. Brown. That was the disappointing thing. We thought cer- 
tainly they would follow the Tariff Commission at least, but they 
disrevarded that and went far below it. 

Mr. Simpson. Having done that, President Truman, then, in ac- 
cordance with law, had a choice of approving it or disapproving it? 

Mr. Brown. That is right. 

Mr. Stmpson. And in effect, he did approve it? 

Mr. Brown. He did approve it. 

Mr. Stwprson. That was at a time when the imports were running 
over 900.000 barrels a day ¢ 
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Mr. Brown. That is right. 

Mr. Simpson. And they have now gone to over 1,100,000 barrels 
a day ¢ 

Mr. Brown. That is right. 

Mr. Stmpson. Do you agree that the findings of the Tariff Com- 
mission were correct in that they did mark a “peril point’? 

Mr. Brown. They certainly marked the “peril point,” yes; we full) 
gree with that. And it was borne out by the testimony. 

Mr. Simpson. On this matter of prices, consumers are being told 
that the passage of this bill would greatly increase the cost of fuel 
oil, and the opposition have no hesitancy in implying that residual 
oil and fuel oil by “fuel oil,” I mean that used in one’s home in an 
oil burner—are the same thing. Will you tell us if that is correct ? 

Mr. Brown. The heavy fuel is really the residual fuel oil. That 
s used under industrial boilers, largely. The other fuel, which is 
the home fuel, is something on the char: acter of kerosene, of that 
general character. Residual fuel has been reduced, but the home 
heating fuel has gon eup in the areas. 

Mr. Simpson. I conclude from that that they have cut the price 
on the residual ieee they wanted to take the market then being 
supplied by coal, and they cut the price sufficient to take that business 

Mr. Brown. That is right 

Mr. Simpson. But they do not give any advantage to the oil burner, 
the men using fuel oil in his oil burner here in the East. 

Mr. Brown. That would certainly appear from the price records. 

Mr. Simpson. On page 6 is one of the most striking statements, 
which made quite an impression on me. You say this policy of « 
ah oil imports to take an ever increasing share of the United 

ates market will lead inevitably to dependency on foreign sources 
of supply controlled by a few large companies. I do not in any sense 
indicate that those companies are not patriotic and all that, and 
managed by good individuals, and they are all right, but I would 
certainly add to your statement that the real hiieertd would be the 
foreign governments. 

Mr. Brown. That is the effect, and we tried to show that in this 
statement. 

Mr. Simpson. I would not admit it right there, because the control 
is actually in the hand of the government of the foreign country who 
sells the product as a state product, do they not? 

Mr. Brown. That is true. Any change there might be a change 
in our source of supply. 

Mr. Simpson. Is it not a fact that in Venzuela there is an opposition 
party which is continually fighting and arguing against what they 
construe as exploitation of their natural sisoedas? 

Mr. Brown. A very strong party. 

Mr. Stmeson. Were they not in power a few years ago? 

Mr. Brown. Yes. 

Mr. Stmpson. They are out now. 

Mr. Brown. They are out now. 

Mr. Srwpson. And since the present opposition party went out of 
power, their exports have gone up very greatly. 

Mr. Brown. That is right. 

Mr. Stmpson. So there is always a possibility of a change in govern- 
ment within the country which would injure us. 
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Mr. Brown. Iran is another good illustration. We were going 
along using a lot of their oil and overnight it is gone. 

Mr. Simpson. You had a chart there awhile ago and showed that 
when the war opened in 1941, due to the tanker shortage our imports 
immediately dropped away off. 

Mr. Brown. That is right. 

Mr. Simpson. Was that not a direct result of war? 

Mr. Brown. That was a war effect directly. 

Mr. Simpson. A direct result of war. 

Mr. Brown. That was a direct effect, I think. 

Mr. Simpson. I do, too. It was in 1942. 

Mr. Brown. You will remember at that time tankers were being 
blown up all along the eastern coast from Venzuela up to here. 

Mr. Stmeson. That same thing could happen in the future. 

Mr. Brown. Not only could, but would indicate itself to a warring 
country to do that. 

Mr. Simpson. An enemy would certainly, if we were depending 
upon imports of oil to a great extent, do what they did the last time, 
endeavor to curtail that importation. 

Mr. Brown. I would say that would be the first effort. 

Mr. Stwpson. Your point is that we are now relying to about 14 
percent on foreign imports of oil? 

Mr. Brown. That is right. 

Mr. Simpson. And that that is too high and should be reduced. 

The other thing I am interested in is conservation. ‘There is a 
difference between oil lying in the ground undiscovered and ones hav- 
ing been discovered. Our conservation applies to after we discover 
it, does it not? 

Mr. Brown. That is true. 

Mr. Simpson. And the States do what? 

Br. Brown. The States have studied, as I have pointed out, a basis 
of production on which this oil can be produced and get the greatest 
amount of oil from the reserves discovered. That is what we call 
conservation. 

Mr. Simpson. Doing that I assume the States take into mind the 
amount of oil they think is in the ground and make all sorts of studies, 
and the companies which are producing the oil and the owners of the 
property, too. They are interested in having a healthy industry, are 
they not? 

Mr. Brown. That is right. 

Mr. Simpson. They, therefore, allow enough oil to be taken from 
the ground so that in ‘the : aggregate we meet our needs, but at the same 
time we let the operators and the owners make a profit. Is that not 
correct ¢ 

Mr. Brown. That is the theory of it, that it keeps an industry strong 
and able to do the job of finding more oil. 

Mr. Stmpson. That is right. 

Mr. Brown. And still to always have some oil available in case of 
an emergency. 

Mr. Simpson. Due to the increase in imports, we were advised by a 
witness before you this morning that the financial picture of the pro- 
ducing small company and large company, to a lesser extent, perhaps, 
is jeopardized. 
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Mr. Brown. That is reflected in practically every financial statement 
I have seen this last 6 months. 

Mr. Simpson. What can a State do which has a conservation policy 
and which wants to keep its producers and operators prosperous and 
ready and able to produce more under emergency conditions? What 
can that State do! 

Mr. Brown. Well, it can’t, under practically all of the State laws, 
permit more production than can be consumed or that there is a 
market for. So if the market is cut off, it necessarily has to restrict 
its production to that basis. That means that the producers in that 
State have less income with which to go back and find more oil. 

Mr. Simpson. If they have less income, are they going to go around 
and hunt up more reserves of oil here in our country ? 

Mr. Brown. They won’t have the money to do it with. 

Mr. Simpson. You mean their depletion allowance won’t help them 
so much ¢ 

Mr. Brown. That helps them to that point, but unless they sell oil 
they won't have depletion. You have to sell your oil, of course, to 
vet the benefits of tax allowances. 

Mr. Simpson. If the oil industry, due to imports were to actually 
lose money in this country there would be no money available by rea- 
son of the depletion. 

Mr. Brown. Depletion does not help under those conditions, that 
is right. 

Mr. Srurson. So we need a prosperous industry here, if the con- 
gressional desire that we greatly expand our resources is to be carried 
out. Is that not right? 

Mr. Brown. That is true. I was very impressed with the Presi- 
dent’s message on rubber, in which he said we ought to keep people 
here, trained, ready to do that, and to be able to supply all we need. 

Mr. Simpson. Yes, and he is right. We do have to remain in- 
dependent of foreign sources of natural rubber, if we possibly can. I 
think you have made a very strong statement, and it cannot be an- 
swered by merely saying we have international obligations. We have 
a first obligation to our own defense here at home, as I see it. Thank 
you, sir. 

Mr. Brown. We try to leave the flexibility that will satisfy reason- 
able international relationships. 

The Cwarrman. Any questions? We thank you, sir, for your very 
fine presentation. 

Mr. Brown. Thank you, Mr. Chairman. 

(The following summary was submitted for the record :) 


SUMMARY OF PosItION oF DoMESTIC OLL PRODUCERS IN SUPPORT OF A 10 PERCENT 
OIL QUOTA 


(Prepared by L. Dan Jones, Assistant General Counsel, Independent Petroleum 
Association of America ) 
Proposal 
The establishment of an overall quota limiting total petroleum imports (in- 
cluding crude oil, residual fuel and all other oil products) to 10 percent of 
domestic demand. 


Effect of proposal 


The proposal would not “shut out” oil imports. It would permit imports to 
continue to enjoy the same relative place in the domestic market as during the 
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period 1946-51, a time when imports were enjoying a rapidly increasing propor- 
tion of the domestic markets, and averaged about 610,000 barrels daily. The 
proposed 10 percent overall quota, if applied during 1953, would permit imports 
to average between 700,000 and 800,000 barrels daily as compared with the 
current rate of about 1 million barrels daily. 


The problem 

Prior to World War II (1925-41) total petroleum imports averaged about 
5 percent of domestic demand. During the war years (1942-45) they con- 
tinued at about 5 percent In the postwar period imports increased rapidly 
averaging about 10 percent during 1946-51. In 1952 they averaged about 13 
percent. Currently, imports average in the neighborhood of 14 or 15 percent 

Loss of markets to imports is curtailing the incentive and ability of the 
domestic industry to expand in proportion to the Nation’s defense program and 
normal growing oil needs. Defense and military officials agree that domestic 
il productive capacity is insufficient for war emergency requirements. The 
Petroleum Administration for Defense, the Government agency responsible for 
defense program oil supplies, established a drilling program of 50,000 wells for 
195” and 55.000 wells for 1953. In 1952 the industry drilled approximately 
16,000, dangerously below the goal. So far during the year 1953 the drilling 


rate has been even less favorable in relation to the goal 


hoice for Congress 

Shall we continue to permit and encourage oil imports to take an ever- 
increasing share of the United States market, thereby becoming more and more 
dependent on foreign sources of oil controlled by a few large companies; or shall 
ve reverse this trend toward dependency by encouraging the domestic industry 
to expand commensurate with growing national requirements? 

The choice before Congress is one between dependency versus self-sufficiency. 


Vational security 

At the beginning of World War II the domestic industry was capable of produc 
ing approximately 1 million barrels daily over and above current requirements 
This reserve was vital during the war. Today the domestic industry, although 
capable of supplying peacetime needs, does not have an adequate reserve- 
producing capacity ready for use. In order to provide a reserve capacity com- 
parable to that which we had at the beginning of World War ITI, the domestic 
industry’s drilling program will have to be stimulated considerably. 

The submarine experience of World War II demonstrated that the only sure 
supply in case of war emergency is a vigorous industry within our own borders 
and under our own control. 


Vonopoly control 

Approximately 90 percent of all oil in the world outside the United States 
and Russia is under the control of 7 large international companies, 5 American, 
and 2 of foreign financial control. The 5 American companies are Standard Oil 
of New Jersey: Standard Oil Co. of California; the Texas Co.:; Gulf Oil Corp., 
and Socony-Vacuum Oil Co. The 2 foreign companies are the Shell group and 
the Anglo-Lranian Oil Co. Of these 7 companies, the 5 American companies, 
and the Shell group import approximately 75 percent of the total imports into 
the United States 

As these few companies increase imports they acquire a stronger and stronger 
control over the domestic market and the United States becomes more and more 
dependent upon these companies for its peacetime and also wartime needs. 

This situation raises the question as to whether it is wise in the long run to 
place the American consumer and the national security in the hands of a few large 

il companies who are subjected to strong economic and political pressures from 
the governments of foreign countries. 
Consumer interest 

Experience demonstrates that the American consumer is best served by a 
domestic industry made up of thousands and thousands of units actively com- 
peting among themselves rather than a few large international oil companies 
which control oil imports. 

For example, the bulk of oil imports enter the United States on the eastern 
seaboard. Although imports have increased sharply since 1948, the mass of 
consumers in this area have received no benefits. It is true that the relatively 
few large industrial and commercial consumers of residual fuel oil on the eastern 
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seaboard have enjoyed a benefit through a price decline of about 30 vercent. In 
contrast, however, the thousands and thousands of consumers of gasoline and 
home heating oil have had their prices increased. Since 1948 the price of gasoline 
in the New York area has increased approximately 10 percent and the price of 
home heating oil has increased about 5 percent. It is obvious, therefore, that 
the dumping of residual fuel oil in the eastern seaboard has been subsidized by 
the mass of consumers. 

“Trade—not aid” 

The “trade-not-aid” proposal is not applicable as to oil. Venezuela is the 
source of about 75 percent of all imports of oil. Since Venezuela has received 
no aid from the United States there is no need for stimulated trade. The same 
situation applies in general to the other oil-producing countries wherein imported 
oil originates. 

Also, oil imports is not foreign trade in its normal sense. Imported oil, in the 
main, is produced by American companies, transported by American companies 
and sold in the American market by American companies. It does not involve 
trade with citizens of foreign countries with the principal benefit going to the 
foreign country. 

Administrative relief 

Repeated efforts through the years before the State Department and the Tariff 
Commission have been futile in obtaining relief for domestic oil producers. 
Recent numerous expressions by top Government officials having jurisdiction over 
foreign trade further discourages hope for administrative relief under present law. 

The Cuatrman. The next witness is Mr. Charlton H. Lyons, in- 
dependent producer, Shreveport, La., president of the Independent 
Petroleum Association of America. 

Mr. Kwox. Mr. Chairman, I am in receipt of a letter this morning 
from Mr. Joseph D. Hadley, general counsel for the Michigan Petro- 
leum Association, who had intended to appear here to give his testi- 
mony relative to the tariff on oil. I should like to have the privilege 


of having his statement become a part of the record. 
The CuHarrMan. Without objection, it is so ordered. 
(Mr. Hadley’s prepared statement follows :) 


STATEMENT Or JOSEPH D. Hapiey, GENERAL CouNsst or MICHIGAN PETROLEUM 
ASSOCIATION 


My name is Joseph D. Hadley. I am general counsel for the Michigan Petro- 
leum Association, with headquarters at 2130 Dime Building, Detroit 26, Mich. 

Michigan Petroleum Association is an organization of independent petroleum 
jobbers; that is, it is composed of those independent wholesalers who own their 
own bulk plants, transportation equipment, and in the main distribute at whole- 
sale gasoline, motor oil, and fuel oil. 

These remarks of mine are in opposition to H. R. 4294. This bill, in general, 
seeks to extend the Reciprocal Trade Agreements Act, which otherwise expires 
on June 12, 1953. If it did no more than this, it would be in keeping with the 
desires of the President as set forth in his public statement of April 7, 1953, 
and would not be objectionable from our standpoint. Unfortunately, the bill 
goes further than this in that it seeks, by general language, to amend the exist- 
ing law in such a way as will enable certain oil producers and certain coal 
interests to obtain restrictions on oil imports. Under section 322 of the bill, 
it specifically seeks to impose restrictions on imports of crude oil, its products, 
and particularly residual oil. 

A reduction in residual oil imports will undoubtedly result in the price in- 
erease of domestic residual oil, domestic crude oil, and generally on all petroleum 
products from gasoline to household burning vil. The consumer will obviously 
bear the brunt of any such price increases. 

Curbs on imports of both crude oil and residual oil will tend to alienate the 
foreign sources of supply which are so necessary to our everyday peacetime 
existence and could spell the difference between victory or defeat in time of 
war. The nations who are now exporting to us would most certainly immedi- 
ately find another market for their products; and, if the time should then come 
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that we would need it for defense purposes, such oil would be no longer avail- 
able to us 

Further than this, a curb on imports would result undoubtedly in oil-producing 
States virtually controlling the supply of crude oil, thereby permitting them to 
bolster prices through artificial means. If any group can limit supply to demand, 
whether the commodity be peanuts or handkerchiefs, the economic result is 
higher prices for the consumer. 

To impose restrictions on residual oil would require that some consumers 
of this commodity be forced to the use of coal at a higher price, as well as being 
faced with an inconsistent source of supply due to possible activities of coal labor 
groups 

The State of Michigan would very definitely and immediately be adversely 
affected with any substantial crude-oil import restrictions. In this State we 
manufacture trucks, automobiles, machine tools, production machinery, and 
many other commodities which now are exported to these oil-producing countries 
every year and are paid for with dollars received from the sale of imported 
oils. If this bill is passed, it could very well result in unemployment of many 
thousands of individuals in Michigan. 

rhe independent petroleum distributors are the small business of this vast 
industry and are a vital part to its continuance as a free enterprise. These 
distributors have their life savings wrapped up in their own respective little 
businesses, and the adverse effect occasioned by any import restrictions would 
be felt directly and extensively in the same ratio as the adverse effect upon oil 

onsumers of this Nation 

The Cuarrman. If you will please identify yourself for the re- 
porter, and the capacity in which you appear, we will appreciate it. 
We are very glad to have you here. 


a 


STATEMENT OF CHARLTON H. LYONS, PRESIDENT, INDEPENDENT 
PETROLEUM ASSOCIATION OF AMERICA 


Mr. Lyons. Mr. Chairman and gentlemen of the Ways and Means 
Committee, my name is Charlton H. Lyons. I am president of the 
Independent Petroleum Association of America and am now serving 
for the second year in that capacity. I reside in Shreveport, La., 
where [ have been engaged in the oil-producing business since 1921. 

My appearance here is to urge that Congress take action to limit 
total imports of crude oil and its products to 10 percent of the United 
States demand. 

First, I wish to make clear that neither I nor the association which 
I represent is opposed to all imports of oil into the United States. 
It has been implied that domestic producers wish to shut out all oil 
from foreign countries. We make no such proposal. To the con- 
trary, we have long recognized a place for oil imports. 

The 10 percent relationship fully recognizes the place that imports 
have occupied. We believe this to be a fair and flexible relationship 
between imports and domestic production. 

We have no quarrel with the ownership by Americans of oil in 
foreign countries. We know of the importance of that oil to those 
countries and to the world. In our foreign relations and our foreign 
trade policies we recognize that we should be as helpful to other 
nations of the free world as our resources and our national interest will 
permit. We believe that this can and must be done without damage 
to those segments of our economy which are basic to national strength. 
This is not only in our own self-interest but also is in the interest of 
all free nations. World security and individual liberties have become 
dependent upon the strength of the United States. 
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There should be no quarrel in determining a sound policy as to 
petroleum imports that will best serve the interests of this Nation and 
the world. In fact, there is general industry agreement as to such a 
policy, subscribed to by the importing companies whose executives and 
owners are as loyal as you or I. In 1949 this policy was reduced to 
a statement of prince iples by the National Petroleum Council, serving 
as an industry advisory group to our Government. The first funda- 
mental principle set forth by the council is as follows: 


The national security and welfare require a healthy domestic oil industry. 

Continuing supply to meet our national oil needs depends primarily on avail- 
ability from domestic sources. Due consideration should be given to the develop- 
ment of foreign oil resources, but the paramount objective should be to maintain 
conditions best suited to a healthy domestic industry which is essential to 
national security and welfare. 


As to imports, specifically, the Council policy reads: 


The Nation’s economic welfare and security require a policy on petroleum 
imports which will encourage exploration and development efforts in the domes- 
tic industry and which will make available a maximum supply of domestic oil 
to meet the needs of this Nation. 

The availability of petroleum from domestic fields produced under sound con- 
servation practices, together with other pertinent factors, provides the means 
for determining if imports are necessary and the extent to which imports are 
desirable to supplement our oil supplies on a basis which will be sound in terms 
of the national economy and in terms of conservation. 

The implementation of an import policy, therefore, should be flexible so that 
adjustments may readily be made from time to time. 

[imports ine ss of our economil needs, after taking into account domestie 
production in conformance with good conservation practices and within the 
limits of maximum efficient rates of production, will retard domestic explora- 
tion and development of new oil fields and the technological progress in all 
branches of the industry which is essential to the Nation’s economic welfare 
and security. 


This import policy embodies the same principles to which the in- 
dustry had previously subscribed through the Petroleum Industry 
War Council at the close of World War II. It was interpreted by 
Mr. Eugene Holman, president of the Standard Oil Co. of New Jer- 
Bey, the largest importing company, in a public address in 1948, as 
follows: 


According to my understanding, this means that no producer should be forced 
to cut back below the level at which he wishes to produce (under State-approved 
conservation practices) merely to make room for imports lo be forced to do 
so would, I feel, tend to discourage the development of new production. And 
this result would not be compatible with national security 


With domestic production now cut back in the face of large im- 
ports, it would appear that Importers have abandoned this a 

The policy expressed by the National Petroleum Council is in full 
accord with the national oil pony adopted by the Independent 
Petroleum Association of America in 1946, which proves as to imports 
that: 


The Nation’s economic welfare and security requires a policy on petroleum 
imports which will not retard the exploration and development efforts in the 
domestie industry, but which will assure an adequate supply to meet the needs 
of this Nation. 

If imports are necessary, it should be the national policy to restrict petro- 
leum imports to such amounts only as are necessary to supplement our domestic 
production when it is carried on under conditions consonant with good conser 
vation practices, 
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Still further recognition of the soundness of this policy came from 
the American Petroleum Institute on February 5, 1953, when the 
executive committee of that organization endorsed the National Petro- 
leum Council’s imports policy, and recommended that “members of 
the industry dedicate themselves to the observance of the principles 
therein stated.” 

I have quoted from the policy recommendations of three organiza- 
tions representing all segments of the petroleum industry, including 
domestic producer and importer alike. However, the industry is not 
alone in its recognition of the seriousness of the oil imports question. 
Immediately following World War II, a special Senate committee 
conducted an exhaustive study of petroleum resources under the chair- 
manship of Senator O’Mahoney of Wyoming. In its final report 
entitled “National Petroleum Policy,” the committee stated : 

This Nation now faces two alternatives: Either, 

1. To wait with hope the discovery of sufficient petroleum within our boun- 
daries that the military requirements of the future will occasion no concern, 


and in the meantime to depend upon foreign oil and trust that war will not 
cut off our imports; or 


2. To take steps to guarantee a domestic petroleum supply adequate for all 
eventualities by means of: 

(a) Incentives to promote the search for new deposits of petroleum within 
the boundaries of the United States and in the Continental Shelf; and 

(b) The continuation of present programs looking to the manufacture of 
synthetic liquid fuels to supplement our domestic crude supply. 

All the facts before us impel the choice of the second alternative. 

These conclusions reached by various groups show widespread 
agreement as to a basic policy on imports. Despite this recognition, 
no effectuation or workable application of this policy has been forth- 
coming. 

In support of the fact that a need for a positive policy on imports 
is greater today than ever before, I believe that the following facts are 
beyond dispute: 

1. Total supply of crude oil and refined products in the United 
States is excessive in relation to demand and must be, and is being, 
reduced. 

2. This reduction in total supply is being accomplished through 
curtailment in domestic allowables and domestic production. Accord- 
ing to the announced plans of the importing companies, imports 
during 1953 will be higher than in 1952. 

3. The experience of the industry demonstrates conclusively that 
reduction in domestic production retards domestic explorations and 
development of new fields. 

The seriousness of this problem was clearly defined only recently by 
John G. Pew, vice president for production of the American Petro- 
leum Institute in these words: 


As a practical matter it appears that the most workable basis on which to 
determine whether imports are excessive is to examine the general health of 
domestic production. When allowables are being cut back substantially at the 
same time that imports are increasing; when hundreds of drilling rigs are re- 
maining idle while the military is asking for more drilling; when domestic pro- 
ducers, hard-pressed by increased costs, find themselves hard put for relief in 
higher prices because stocks are excessive, then we have evidence of an unhealthy 
situation. 


_ The genera] leveling off of all activity in the domestic oil-producing 
industry, in the face of higher imports, is conclusive evidence that the 
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domestic producer is suffering great injury. If the present import 
rate continues, or increases, drilling in this country will be even fur- 
ther curtailed. In that event, the industry would be unable to supply 
the increasing volume of petroleum necessary to our expanding 
economy and defense program. 

Oil availability in sufficient quantities can mean the difference be- 
tween our preservation or destruction. In the event of war, our pe- 
troleum supplies must be available from sources within our defense 
perimeter. 

Recognizing oil’s importance to our military security, the Defense 
Production Administration in January 1953 released a report on 
“Background for defense, expanding our industrial might,” which 
contained the following statement : 

The machines of peace and war run on petroleum. A program to expand 
American industry substantially and keep it operating at top capacity requires 
constantly increasing quantities for fuel, for lubricants, and for many chemicals 
made from petroleum—everything from toluene for TNT to wax for packagings. 
Greater industrial activity and peak levels of employment demand more and 
more gasoline for airplanes, automobiles, trucks, tractors, and buses, and more 
diesel fuel for locomotives. fi 

The defense program will by 1953 boostour petroleum needs to some 8,200,000 
barrels a day as contrasted with 6,800,000 barrels a day used in 1950—a better 
than 20 percent increase. 

If we are to meet the needs, we shall have to drill more wells each year than 
ever before in our history. We shall have to expand the refineries where crude 
oil is made into gasoline and fuel oil and the other finished petroleum products. 
We shall have to enlarge our transportation facilities to move the crude petroleum 
to the refineries and the finished products to consumers. 

The domestic oil industry’s responsibility in this program, also 
outlined in the DPA report, includes the requirement for the drilling 
of 55,000 wells in 1953. This expanded drilling rate was not pro- 
gramed by the industry itself. It was recommended by the Petroleum 
Administration for Defense, in collaboration with other defense 
agencies, as being essential to the attainments of oil-productive 
capacity required for our security. 

We are not today meeting this required expansion. This is a shock- 
ing condition, but it is true. The 55,000-well program initially out- 
lined by PAD as a minimum requirement to meet necessary defense 
productive capacity will not be accomplished. Instead, our drilling 
program is lagging. We are now drilling at the rate of about 46,000 
wells a yes 1r—9,000 wells per year short of the defense goal this year. 

The potential effect of the failure of this ac -omplishme nt is obvious. 
Unless reversed, this trend could make us indefensible as to oil. The 
cause of this deficit, therefore, becomes a question of proper and 
urgent concern to the Congress. 

In the event of war, the oil in the Middle East, which is now sup- 
plying Europe and being imported into the United States could be 
taken readily by Russia. That oil might not be available to Russia 
but neither would it be available to us. Europe, therefore, would 
again be mainly dependent upon the United States for its petroleum 
supplies as it was in the last war. 

This Nation would be responsible for providing the bulk of the 
petroleum for defense of the free world. ‘The danger that the United 
States thus incurs in failing to build up adequate domestic supplies of 
petroleum and in placing increasing dependence upon foreign sources 
for its basic supplies, cannot be overemphasized. 
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These are the fundamental reasons which compel us to come to the 
Congress. 

The oil-imports problem is not new to the Congress. It has been 
a matter of recurring concern since the late 1920’s when imports first 
caused serious disruption of the domestic industry. The solution then 
came from the Congress which imposed an excise tax on petroleum 
imports. Through this action, the Congress restored stability to an 
industry which within a few years was called upon to fuel the greatest 
war in history. 

The urgency is again at hand to restore stability to the domestic oil 
industry in whose hands rests our reliance for oil for our security and 
expanding industrial economy. The imports question again reverts 
to the Congress for solution. We believe an affirmative congressional 
policy on this problem is the only workable solution. 

The expression of general industry agreement as to a proper place 
for imports, although made in good faith, has failed to provide the 
answer. 

T hrough the National Petroleuin Council, the e ntire industry recom- 
mended imp! lementation of this poli \ and said it should be flexible 
so that adjusti vents could be readily made from time to time. 

All means to effectuate the implementation without resort to legis- 
lation have been exhausted. 

We believe if the domestic petroleum industry is to perform the 
task required of it, a positive congressional action as to imports is 
needed. We believe that the domestic producer can survive and 
continue his essential obligations to our country if imports do not 
take more than 10 perce! { of our domestic market. We base this con- 
clusion on experience. From 1946 to 1951 imports averaged 10 per- 
cent of domestic oil demand. During that period foreion oil-pro- 
ducing countries greatly expanded their petroleum resoutces and 
enjoyed unprecedented foreign trade. The domestic industry was 
injured by excessive imports during part of this period but was, 
nevertheless, able to expand to meet the Nation’s increasing needs. 

Since the 1946-51 period, imports have increased to 14 percent of 


domestic demand. The impact of this increase is causing real injury. 
To prevent even further injury, we believe the Congress must now 
assume responsibility in the national interest. 

Quota limitations on the suggested basis of 10 percent of domestic 
demand would provide the flexibility desired by the industry gener- 
ally. It would, at the same time, establish a fair and reasonable 
limitation. It would eliminate the uncertainty which now confronts 


the domestic industry as to the future volume of imports which will 
encroach on the United States market. 

Any limitation on petroleum imports, of course, should apply only 
during periods of excess availability. If at any time supply should 
become inadequate we recognize that imports should be permitted to 
whatever extent may be needed. 

[ want to assure you, gentlemen of this committee, with all the 
sincerity at my command, that the domestic oil producers are seeking 
only a reasonable solution to a problem that is generally recognized. 
We do not ask for drastic changes that might disrupt the industry, 
the Nation’s oil supply, or our foreign relations. 
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Our national interest, looking to our long-range petroleum require 
ments in peace or war, demands the serious consideration of the 
Congress on this all-important imports question. 

The CHamman. Does that conclude your statement, Mr. Lyons? 

Mr. Lyons. That concludes the statement. 

The Cuarrman. That is a very fine statement. We appreciate it 
very much. Are there any questions ¢ 

Mr. Boggs will inquire. 

Mr. Boages. Mr. Chairman, I would like to make the observation 
that Mr. Lyons is one of our leading citizens, one of the leaders in the 
petroleum field in America. He comes from my great State of Louis! 
ana, and Iam glad to see him here. 

Mr. Lyons. Thank you, Mr. Boggs. 

The Cuamrman. Mr. Simpson / 

Mr. Stmeson. I have just one question, sir: Would you enlarge a 
bit upon that very Important connection between im ports and ex 
plor: tions, and tell us how imports affect the matter of exploration 
for new petroleum here at home 

Mr. Lyons. Of course the rate of drilling is related to the funds 

which are available to the industry for drilling. Historically, the 
rate of drilling goes up or down in relation to that factor and to the 
factor of the avail: ability of markets. In addition to all other factors, 
markets must be available to the domestic petroieum industry if it is 
to find the petroleum needed by this Nation. It is often said this 
Nation is running out of oil. What we mean by that is that we are 
running out of places to drill. That is not a fact. There is no 
doubt that there exists within the limits of the United States petro 
leum supplies underground sufficient to meet the petroleum needs of 
this Nation into the distant future. There are a billion acres of 
petroleum-bearing lands within the United States. Not more than 
| percent of that vast volume of land has been fully or even par- 
tially explored for petroleum. Therefore, we have a vast acreage of 
ee . billion acres, one hundred times as large as all of the oil and 
fas Relds ove r disco ered i in this Nation which have vet to bee xplored, 
oad which geologists definitely state is petroleum bearing. 

Also, the historical record is that the petroleum industry finds 25 
barrels of oil for every foot of holes drilled. Therefore, it is only 
necessary to drill a sufficient number of wells to find the oil that is 
required by this Nation. Of course, finding and producing oil is 
long range. 

Mr. Srupson. Yes, but the effect of imports, then, is to curtail 
the search for new fields. 

Mr. Lyons. That is correct. I am a producer and have been one 
since 1921, and I can tell you, sir, that in my case and in the case of 
all of my friends, we are drilling as many wells as we can drill with 
the funds and credit that is available to us. 

Mr. Srwpson. But you visualize the point where you wouldn’t be 
able to drill any more, namely if imports keep going higher and 
higher ? 

Mr. Lyons. That is absolutely true. 

Mr. Stmpson. Do you believe that the provision in this bill which 
would limit imports to 10 percent of domestic consumption, and 
stabilize it there, would be sufficiently encouraging to American do- 
mestic producers to go and search for more? 
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Mr. Lyons. I think that is a fair level. It is a historic level that 
has prevailed in past years. When we share our market to that extent 
with the foreign nations, we are certainly being fair. It is also fair 
that we ask them to share in any limitation of that market. 

Mr. Simpson. But my point is, at the 10-percent level we would 
be able to go ahead and drill more wells, financially we would be able 
to continue our program of exploration; is that right? 

Mr. Lyons. Absolutely. 

be Simpson. And at 14 percent it is slowing down, and if it went 

20 percent it might be disastrous. 

ie Lyons. You can see what is already happening. We are hav- 
ing a drastic reduction in allowables and production. My State has 
reduced recently and the commission tells me that we will be forced 
to reduce again. 

Mr. Simpson. And that discourages exploration, of course. 

Mr. Lyons. It certainly does. It de ‘prives you of the funds. You 

reduce your production and then you don’t have the funds with which 
to drill. You must curtail your drilling program as a direct result 
of that effect. 

Mr. Srwpson. And any argument that because we have taxwise a 
question of depletion allowance, that does not mean anything if you 
do not make the money, right? 

Mr. Lyons. You only get depletion on the successful wells. If you 
don’t drill a well, there is no depletion. 

Mr. Stmpson. And if you do not have a market, you won’t have 
successful wells with which to profit by. 

Mr. Lyons. Correct. 

Mr. Coorr Let me ask one question. I understood you to say, 
Mr. Lyons, th: 1t 25 barrels of oil is produced for each foot of well that 
is drilled ¢ 

Mr. Lyons. That is correct, sir; historically. 

Mr. Coorrr. Does that take into account producing wells and non- 
producing wells? 

Mr. Lyons. That is the overall picture of total wells drilled, total 
footage drilled. 

Mr. Cooper. For every foot of oil well that is drilled, there is a pro- 
duction of 25 barrels of oil? 

Mr. Lyons. Every foot of oil wells or dry holes drilled there is 25 
barrels of reserves discovered, that is right. 

Mr. Coorer. Thank you. 

The Cuarrman. Mr. Curtis? 

Mr. Curtis of Nebraska. Mr. Lyons, is there any conflict between 
your policy propose d for regulating imports with a sound long-range 
conservation policy 

Mr. Lyons. Yes, I think there is. I think that the impact of ex- 
cessive imports ¢ ert: inly does affect conservation. 

Mr. Curris of Nebraska. My question is this: Suppose we carry out 
what you recommend here. Would that be inconsistent with the best 
and most workable conservation program that the industry could carry 
out ¢ 

Mr. Lyons. I think it would be in accord with it, sir. 

Mr. Curtis of Nebraska. It would be in accord with it? 

Mr. Lyons. Exactly. 
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Mr. Curris of Nebraska. Would you for the record elaborate on that 
a little bit? I will tell you what prompts my question. We have 
had witnesses appear here and say th at in commodities where we are 
dealing with a natural resource that is exhaustible, therefore we should 
have a policy of heavy imports of that and save our own. I take it 
you disagree with that. Tell us why. 

Mr. Lyons. Well, in the first place, petroleum finding and produc- 
ing is long range. It takes from 5 to 8 years to find and develop a 
field. ‘That means if we shut in our present production in attempt to 
conserve it for future use where we need it, and in lieu of that rely 
upon imports for our domestic requirements, what would happen 
would be we could save those reserves, but that is all that we would 
have. Let me illustrate. 

In 1920 we had proved reserves of 7 billion barrels. We could have 
shut in those 7 billion barrels and they would be available to us today. 
But our reserves today are 4 times that amount, despite the fact that 
we have produced and consumed 41 billion barrels since 1920. The 
result of what you say there would be that ~ would maintain in a 
static condition the reserves we have today, but we would not then 
produce and continue to increase the reserves of that oil needed by our 
camellias economy and defense programs. It takes the drilling of 
many, many wells to provide the increasing volume of petroleum which 
is needed by this Nation. 

For instance, in 1949 we drilled something over 26,000 wells. Last 
year we drilled 46,000 wells. That is a tremendous increase. That 
increased number of wells was required because the demands of this 
Nation increased 3 million barrels per day, about 60 percent, in the 
7 years following the last war. 

As I say, the producing industry is long range. The industry can 
only exist and provide the oil needed by this Nation by drilling a 
continuing and increasing number of wells. 

Mr. Curtis of Nebraska. In other words, an unhealthy economic 
condition in your domestic oil industry drastically curtails the amount 
of reserves that you discover and put into productive condition, and 
it also exhausts known supplies, especially the efficient ones; is that 
correct ¢ 

Mr. Lyons. It reduces domestic availability exactly in the same 
proportion that imports are excessive. 

Mr. Curtis of Nebraska. On page 6 of your paper where you refer 
to the program of 55,000 wells, that of course means producing wells? 

Mr. Lyons. No, that means total number of wells to be drilled, dry 
holes and producers. Of course you know that 8 out of 9 wildcat 
wells drilled today are dry holes, and last year out of the 46,000 plus 
wells drilled, 18,000 of them resulted in total loss; 38 percent. 

Mr. Curtis of Nebraska. That is all, Mr. Chairman. 

The CuatrmMan. Any other questions? I want to thank you for 
your very fine presentation on this very important subject. You 
have been very helpful to us. We thank you again. 

Mr. Lyons. Thank you. 

The CHatrrMan. We will stand adjourned until 1:15 this afternoon. 

(Whereupon, at 12 o’clock noon, the committee was recessed, to 
reconvene at 1:15 p. m. the same day.) 
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AFTER RECESS 


The CuHatrman. The committee will come to order. 

[s Mr. J. P. Coleman in the room, president of the National Stripper 
Well Association, of Wichita Falls, Tex. ? 

I am delighted to see you, Mr. Coleman. If you will give your 
name and address, and the capacity in which you appear, for the 
record, we will be glad to hear you. 


STATEMENT OF J. P. COLEMAN, PRESIDENT OF THE NATIONAL 
STRIPPER WELL ASSOCIATION, OF WICHITA FALIS, TEX. 


Mr. Coreman. Thank you, Mr. Chairman. 


My name is J. P. Coleman. I am a small crude-oil producer from 
rth Texa I am president of the National S tripper Weill Associa- 
tion, and a forme) president of the North Texas Oil and Gas Associa 
tion During the last war I served on the economics committee 


of the Petrolew a dustry Wi ar C ouncil and the Crude Oil Advisory 

Committee of the fice of Price Administration. More recently I 
erved as ee of the supply and demand committee of the 

Western Hemisphere oil-study committee instituted by the Independ- 

ent Petroleum As ociation of America. I am also authorized .to 

represent here the Panhandle Producers and Royalty Owners Associa- 
on and the North Texas Oil and Gas Association. 

There are 464,000 oil wells in the United States which produce an 
average of 13.5 barrels per day each. Three hundred and twenty-one 
thor isan | of the e, or 10 perce nt, are c ds assified as st ripper wells—that 
is, we ols making less th: an 10 barrels per day. This 70 percent of the 
Uni ted State ; wells a rage 2.9 barrels per day each. Most of these 
are owned by the the anaes of small domestic operators. | might 
say here, Mr. Chairman, there are over 12,000 of those small producers 
in "the Un ran State 

These stripper wells account for nearly a million barrels of daily 
production out of atotal daily prom luction of about 61 6 million barrels. 
is obvious that this is h oh- cost pro duction. In many cases it costs 
about as much to lift this oil as it brings when sold. If these wells 
can be kept in production long enough, they perhaps may be incor- 
porated in secondary recovery projects and a great deal of extra oil 
produced. This operation, of which waterflooding is the most success- 
ful, also costs money and will be undertaken only when crude prices 
are stabilized at reasonable levels. This type of operation is carried 
on pee ay = Pennsylvania where crude prices are reasonable. 
These practices are spreading to the Southwest and many waterfloods 
are in production in Oklahoma and Texas. The Interstate Oil Com- 
pact Commission estimates that we have in the United States over 
3 billion barrels of oil that is recoverable from present stripper wells 
by secondary recovery methods. This oil will not be recovered at all 
unless the crude prices justify it. 

If secondary . covery methods are used on the present stripper wells, 
then we should double the recoverable oil from these wells. This 
means that by primary methods the stripper wells will ultimately 
produce about 3,700 million barrels, and by both secondary and pri- 
mary methods some 6,800 million barrels will be recovered. Only by 
maintaining a healthy market will this oil be produced. 
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Every successful well creates productive capacity and an ultimate 
reserve. Most wells produce over many years and the ultimate total 
production is the reserve added. The producti ve capac ity is the daily 
oil available from that well. We have a reserve in the United States 
of about 33 billion barrels including natural gas liquids. Our produe 
tive capacity is about 8 million barrels per day, under rates that are 
for the most part the maximum efficient rates. We are producing now 
at the rate of about 7 million barrels per day. This means we have 
a shut-in capacity, not being used in today, of about 1 million barrels 


per day. Our total demand in the U nited States is about 8 million 
barrels per day. The imports amount to about 1,100,000 barrels pet 
day. which causes some oil to go to aboveground storage. If ow 
import ere cut off entirely, we would have very little excess pro 
clin ler Capac y over our pil eit eds. All of this add up to 

cone! m that 1 do not now have enough wells in this cou try al 

we are not w drill: o at a rate sufficient to create the necessar\ 


reserve produ Ing ci betey Experience has shown that if we in 


crease our oil sales and receive a reasonable price for the O l, ‘| 
necessary wells will be drilled. 

The small producers have for many years drilled most of the well 
in the | nited states, Last as the 2» largest companies drilled 
22.6 percent of all wells drilled while the thousands of small ope rators 
drilled 77.4 percent of the wells. This reation ship has existed for 
many years. In other words, these small domestic preducers are the 
backbone of America’s strengt] 

‘These smal] produce rs are greatly alarmed at the tremendous and 
consistent rise in imports into thi country that has occurred since thi 
war. Before and during the war. the United States was traditional 


an exporter of oil Due to large discoveries in‘the Middle East and 


America, we have gradually lost our foreign markets and thi 


Suine tic producers are steadily losing the dome stic market. Tod LV 
about 1 percent of oul d mest ic market has been taken by th 
imports 

In ny native State of Texas in the la t 5 month we h ive had to 


eut back Texas production over 350,000 barrels per day and shut 


in our wells in order to make way for this flood of fe reign oil. Over 
260 drilling rigs are shut down which were running a year ago. 

The State of Texas collected $158 million from oil and gas producers 
in 1952. This does not include motor fuel taxes. The oil industm 
in Texas in 1952 paid 68 percent of all business and property taxes. 
This is also 36 percent of all taxes ce tects d by the State government 
These direct taxes do not include gasoline taxes. This direct tax 
pays 46.5 percent of all free public school costs. 

This is not all. The loeal districts of Tex is depend heavily on the 
oil industry. In a recent survey of 326 school districts, there were 139 
in which oil and gas property taxes paid more than 50 percent of 
locally raised revenues. In 74 of these districts the percentage was 
over 80 percent. Officials of the State have recently estimated that 
the State will lose about $20 million per year in revenues due to recent 
allowable cuts alone. This imported oil pays no part of these taxes 
at any time, but in addition to making no contribution it actually 
causes Texas to loss $20 million per year in taxes due to the recent 
increases in imports. If we were allowed to produce all the oil now 


being imported, then some $60 million more would go to the Texas 
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taxing authorities. All this is having a depressing effect on our 
economy and is causing a crisis in our State finances. 

In this country we have found that we can get more oil out of 
wells if we produce them at a low rate and conserve the reservoir 
energy or gas in order to increase the ultimate recovery. The regula- 
tory bodies of many States set the maximum efficient rate for all 
oil wells in order to prevent waste. This has the added advantage 
that the oil is produced at a more orderly rate and has insured us 
stable supplies. Before conservation principles were applied our oil 
economy was one of feast and famine. The accident of discovery 
led to excessive production at times followed by shortages at other 
times. By practicing conservation and by not bringing above ground 
any more oil than was needed, we went into World War II with a 
reserve production capacity of over a million barrels a day. This 
reserve enabled us to win the last war. Whereas then we had a reserve 
of 30 percent of our daily needs, we have now little, if any. We 
urgently need to build up that reserve and nothing should be done 
to prevent it. As it is, many drilling crews are out of work. Our 
discovery rate in 1952 was the lowest in many years. We will drill 
no more wells in 1958 than 1952. In an expanding economy with 
expanding demand, this is a step backward. The goal of PAD in 
1953 was 55,000 wells. We will not drill over 46,000 wells this year. 

The reserves found in this country are in direct proportion to the 
amount of drilling. Over the years we have found 25 barrels of oil 
for every foot of hole drilled. This figure has held true for many 
years. We have only to drill the wells in this country to find the oil. 
When well drilling is retarded, oil discovery is retarded. We have 
also found that the drilling rate is directly in proportion to the income 
generated by the sale of the crude oil. In other words, the number 
of barrels of oil found in the United States is directly proportionate 
to the product of the volume of oil sold times the price received. Tra- 
ditionally, 60 percent of the income from domestic oil sales has been 
drilled back into the ground to find new oil to replace that which has 
been used. Recent studies indicate beyond doubt that we can find 
within the borders of the United States all the oil we will need in the 
foreseeable future, both for war and for peace. To do this we must 
have the market and the price; and these both are now seriously 
threatened. 

These things contain the seeds of a depression. If our prices are 
cut the downward cycle will begin: less drilling, more men out of 
work, followed by less income and further drilling cuts, until we will 
really be dependent on foreign oil. It would take us many years to 
recover from this. 

The importers may have commitments to foreign governments that 
prevent their reducing imports. We are only asking that they reduce 
imports to the 1949-50 level. Surely they were able to satisfy their 
foreign governments then. No importer would be conscious of the 
10 percent restriction until 280 million barrels, nearly 12 billion gal- 
lons, had been brought in. That is, in any one 12-months’ period. 

Oil imports are not like imports as we normally conceive them. We 
ordinarily think of foreign trade as being the exchange of the prod- 
ucts of many people of one country for the products of the many 
people of another country. But in the case of oil we have American 
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companies using American money, taking American drillers and 
American machinery and equipment in American ships to foreign 
forests and deserts. There they drill for and produce oil and bring 
it back to America in American ships. There is no exchange at all. 
It is true the American companies pay United States dollars to the 
foreign governments for the privilege of drilling for oil and pay a 
few native laborers, but this is not normal foreign trade and don’t let 
anyone mislead you about this. 

In 1946, the 5 largest oil companies, which are also the 5 largest 
importers of teoaint oil, produced 57 percent of their oil in the United 
States and 43 percent in foreign countries. Since that time they have 
gradually increased their foreign production until in 1952 they pro 
duced 63 percent of their oil in foreign countries and only 37 percent 
in the United States. In 1946, we took heart because we felt, that is, 
the independent producers felt that the predominant interest of the 
largest importers was still their United States production. Now we 
see that their principal interest is in foreign lands. In fact, in 1952, 
the Standard Oil Co. of New Jersey, the largest oil company in the 
world and the largest importer, produced 74 percent of their oil in 
foreign lands, and 66 percent of the company’s net income was earned 
through foreign operations. 

Now the profit motive is good and free competitive enterprise has 
made this country great, but in our present complicated modern so 
ciety we need some umpires occasionally to see that the big do not 
destroy the small and that the national interest is served. In their 
headlong pursuit of profits, the management of these importing com 
panies must exercise some restraint ‘where our national sec urity is 
involved. It is too well remembered that during the last war we 
couldn’t even bring oil from South America because of the sinkings 
of oil tankers. We must build up our domestic reserves for our na- 
tional security and protection against such a situation. 

We do not advocate excluding imports, but certainly if we give 
up our foreign markets and 10 percent of our domestic market we 
have been reasonable. To give up more will not only do great harm 
to the domestic producers, but more important it will do great harm 
to this nation. 

I have here a news item that the Government of Iran is offering 
to sell its oil by the cargo at half-price; this means about 85 cents per 
barrel. This is the government, you know, that recently confiscated 
the oil holdings over which we have had many news items. The 
courts of Italy have ruled that Iran can sell its oil to Italian subjects 
and the World Court has refrained from ruling in the matter. This 
means that this oil—over a half a million barrels per day—will be 
dumped on the world market and mostly in the United States at any 
price in order to give dollarstoIran. This oil has cost Iran nothing 
hence, they can sell it at any price. Under some circumstances it 
might be considered that this is a good thing for United States buye Ts. 
However, where we are trying to build up reserves in this comme? 
this could be heen, Whereas agricultural cycles are 1 y we 
work in 5-year cycles. It usually takes 5 years to bring oil ato nro 
duction after discovery. What we do now will be reflected in our 
production figures 5 years hence. 
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The average daily production per well in Venezuela is 225 barrels— 
in the Middle East, 5,000 barrels—and in the United States, 13.7 bar- 


) 
rels. It is obvious that the South American and Middle East oi] costs . 
very much | than | ed States production. The present price of I: 
crude ou was set in 1947 and for 6 years has not changed. In the 
meantime, all the elements of cost have increased from 25 to 50 per- 0 
cent. TI his h is the effect of reducing the available capital necessary oe 
for continued drilling, since most of the ca ipl ital for well drilling comes 
from the sale of crude oil and not from outside sources. The only x 
Ways we cah compensate for increased costs are by increased pr ices O 
and increases in volume of oil marketed. If the price declines and 
volume of oil marketed declines, then drilling must decline. 

Some misinformed people have set forth the argument that we y 
should import all we can and save our domestic oil. This is based } 
on a most erroneous pren lise. QOhil first has to be found, then devel c 
a «l by long and costly drilling. The necessary prospecting will not v 

e done unless the full incentive of a market is available. It would t 
be like tying your right arm to your side and saving it for battle. 

When called into service, you would find that it had withered away. { 
Only an aggressive and constantly expanding oil-producing indus- t 
try can furnish the new oil and new reserves. 

This spate of foreign oil into our country arises from a desire on t 
the part of foreign operators to turn their oil into American dollars. 

Europe, Asia, Africa, and South America afford a great potential 
market for this foreign oil, but, of course, the importers would have 
to take foreign money for it. If they would do this the foreign cur- ( 
rencies and economies of these countries would be gre atly strength- 
ened, and the standard of living would be greatly r: aised. Another ‘ 
factor in the flood of foreign oil to this country arises from a desire ( 
of the importers to get this oil out quickly. This is evident from ( 
the fact that in the Middle East the wells produce an average of about | 
5,000 barrels per day. We cannot absorb this oil that fast. 
The importers in their headlong pursuit of profits have lost sight of ' 


the Nation’s interest. Somewhere in this fierce competitive setup 1s 
a need for an umpire to look after the national interest. We believe 
vou gentlemen should be that umpire. The thing is beyond the con- 
trol now of the importers—even if they wanted to practice restraint. | 
A balance must be struck between foreign development and domestic 
development. We know that the current rate of imports equal to 
15 percent of demand is doing great harm. We know that a 10-percent 
quota is fair and reasonable and does not violate the present desirable 
concepts of trade between us and the rest of the world. America is 
great because it has machines and the fuel to power them. We must 
continue to maintain within our own borders that supply of oil suf- 
ficient to meet all cur domestic needs, plus a reserve for emergencies. 

The CuarrMan. Does that conclude your statement ? 

Mr. Coteman. Yes, sir. 

The CuatrMan. Mr. Coleman, that is a very fine statement, and we 
appreciate it very much. 

While I am interested in the whole subject, naturally I have a great 
interest in the so-called stripper wells of the country. .On page 2 of 
your statement you say: 

This means that by primary methods the stripper wells will ultimately produce 
about 3,700,000,000 barrels, and by both secondary and primary methods some 
6.800,000,000 barrels will be recovered. 














) 


TRADE AGREEMENTS EXTENSION ACT OF 1953 96] 


It is a fact, is it not, if these stripper wells, with their high cost of 
production, have to be closed because of imports, that oil, as has been 
brought out here in the hearings, will practically be lost forever? 
Is that not true ¢ 

Mr. CoLem iN. There is a great deal of that which will be lost if 
our markets are not maintained. By that I mean a market at a rea 
sonable price; one that will support those wells. 

The Cramman. The secondary operation, so-called, is forcing 
water down into the sand and foreing what little oil there is in there 
out until more seeps in; is that right / 

Mr. Coteman. That is right, sir. 

The Cuairman. That must be very expensive. How many holes do 
you drill around a well, ordinarily ¢ 

Mr. CoLemMan. Normally, the water floods are operated on what 
called a five-spot. There will be 4 water-input wells and 1 oil-output 
well. So there are four wells surrounding the output well forcing 
the oil out by the pressure of water. 

The Cuatrrman. How far down do you drill those secondary wells 
for forcing in the water? They have to go down into the sand, do 
they not? 

Mr. Coreman. They have to go into the same sand that produces 
the oil. 

The Cuarrman. Then the cost of drilling those holes is tremendous, 
is it not? 

Mr. Coteman. Yes, sir. It is quite expensive. Of course, most of 
our secondary recovery projects now are limited to shallow depths. 
We could, of course, have water floods at greater depths, if we had 
enough incentive to do it. There is only about from 25 to 40 percent 
of the oil that is ever recovered from the average oil well. There is 
over 50 percent of it that is left in the ground, never to be recovered 
unless we can keep those wells in production long enough for pos 
sibly new techniques to be devised or better prices, and that sort of 
thing. 

The Cuarrman. That means not millions, but billions of dollars 
lost if it is not recovered ? 

Mr. CoLtemMAN. Yes, sir, because after a field has once been aban 
doned and the casing pulled from the wells, it then becomes so expen- 
sive to redrill it that in most cases it is prohibitive. 

The Cnarman. Thank you very much. 

Lre there questions ¢ 

Mr. Jenkins. I would like to ask a question. 

At the top of page 3, you state: 

In other words, these small domestic producers are the backbone of America’s 
strength. 

You mean there, I presume, that they are the backbone of America’ 
strength as far as the production of oil is concerned / 

Mr. COLEMAN. Yes, sir, of course. 

Mr. Jenkins. You say the y are the backbone of America’s strengt!] 
They might be numerically, but how are they in the volume of oil 
produced ¢ 

Mr. Coteman. As I showed at some other place in the paper, they 
have drilled for many years 75 percent of the total wells each year. 
That does not mean that they ultimately wind up as the owners of 
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75 percent of the wells. Many of them are bought by larger com- 
panies, and of course, the larger companies buy our oil. None of us, 
very few of us, are refiners or transporters of oil. The initial are 
of the wells is the important thing. If the wells get drilled, i 
relatively unimportant who owns them later on. We must keep ab the 
volume of oil drilling, and the little fellows are the ones who do that. 

Mr. Jenkins. It might be that the richer companies would know 
where the better fields are and could go there and, out of 100 wells, 
produce more than the little fellows could with a thousand, is that 
right? There is no question but that the small producers have the 
greatest number of wells. They sink the greatest number of wells. 
But you say they sell their wells sometimes. I presume they sell their 
best wells; do the vy not? 

Mr. Coteman. Of course, that would vary with the individual com- 
panies. It probably would be true that the larger companies use more 
exhaustive methods to determine a well location before they drill it. 
There are many independents who drill in places where people said 
there never was any oil, and they have found oil there. 

Even so, the independents use a great deal of scientific methods. 
They use the best methods they can. In many places they drill where 
other companies would not do it. 

Mr. Jenkins. I presume it is true that what we call the big oil 
companies in the country get most of their oil now from foreign coun- 
tries ; do they not ? 

Mr. CoLeman. They get it where, sir? 

Mr. Jenxins. From foreign countries, their imports. 

Mr. CoLteman. The importing companies do. Of course, there is a 
number of very strong companies in the United States that are not 
importers. 

Mr. Jenkins. That do not import at all? 

Mr. Coteman. That are still primarily United States producers 
and United States refiners and United States distributors. 

For instance, the Sun Oil Co.—I do not think they import much oil, 
but they are quite a strong company. ‘The Ohio Oil Co. is another 
that is quite a strong domestic company. 

Mr. Jenkins. What was the last one you named? 

Mr. Coteman. Ohio. 

Mr. Jenkins. Ohio, yes. 

Mr. Coreman. There is a number of companies that are not im- 
porters, and of course, there is a number of companies that are small 
importers. 

Mr. Jenkins. Some of these companies, like Ohio, which you named, 
buy their oil from a lot of small operators? 

Mr. Coteman. Yes. Of course, they produce quite a bit of oi! them- 
selves. 

Mr. Jenxrns. That is right. 

That is all, Mr. Chairman. 

The Cuarrman. Any other questions? 

We thank you for your very fine and informative statement, Mr. 
Coleman. It will be very helpful to the committee, I am sure. 

Mr. Coreman. Thank you, Mr. Reed, for the privilege of appearing 
here. 

The Cuarrman. The next witness is Mr. B. L. Majewski, president 
of the Great American Oil Co., Chicago, Ill. Is Mr. Majewski here? 
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Mr. Brown. I understand Mr. Majewski was not well this morn- 
ing, and he asked Mr. Jones to permit him to come at the latter part 
of today’s testimony. He will be in a little later. 

The Carman. Very well. 

The next witness will be Mr. J. R. Butler, of J. R. Butler & Co., 
Houston, Tex. 

Mr. Butler, we are very glad to have you here. If you will just 
give your name and the capacity in which you appear for the record, 
we will be glad to hear you. 


STATEMENT OF J. R. BUTLER, OF J. R. BUTLER & CO., HOUSTON, TEX. 


Mr. Burier. My name is J. R. Butler. I live in Houston, Tex 
where I am engaged in the oil and gas business as an independent. 
Although active in the industry throughout my entire adult life, I 
have since 1937 engaged in varied operations where I have been able 
to observe deve lopments whose importance to our national security 
and welfare might generally be unappreciated. 

I believe it would authenticate my statement for the committee to 
briefly review this experience. From 1937 to 1940, I was production 
superintendent for Ohio Oil Co., in Webster Parish, La., from 1940 
to 1946, I was general manager of the Cotton Valley Unit Operation, 
and the Operators’ Committee, in Louisiana, and also general man- 
ager of the Haynesville Operators’ Committee, a similarly planned 
program. 

In 1946-48, I was vice president and general manager of J. S. 
Abercrombie Co., and Old Ocean Oil Co., both oil-producing firms. 
Since 1948, I have been an independent consulting petroleum en- 
gineer and producer. I am president of Butler-Johnson Service 
Corp., an oil-well drilling firm, and president of Reef Fields Gaso- 
line Corp., and Scurry Natural Gasoline Corp., both operations en- 
gaged in gathering and processing natural gas from producing oil 
wells for deliver y to the pipeline. 

The Cotton V alley Unit Operation consisted of 40 companies pool- 
ing their efforts to operate a gas distillate property which produced 
15,000 barrels daily of propane, butane, toluene naphtha, and gaso- 
line, all of which are used for 100-octane gasoline, synthetic rubber, 
other synthetics, explosives, and motor gasoline. 

This project, because of this unitized effort and returning gas to 
the producing formation, increased its potential production by three 
times the normal amount. Similar accomplishments were achieved 
in operation of other projects of this nature. 

My work during the time just before World War II was directly 
connected with the planning and engineering behind new mechan- 
isms just coming into use in this country for the recovery of oil and 
gas. I was in a position then to experience the tremendous responsi- 
bilities placed upon the oil-producing companies and accepted by 
them, which resulted in there being made available the salad ts used 
in normal business activities and for regular uses in our war machine. 
I also observed our oil technology meet the necessity to develop 
rapidly processes to make available to our armed services the in 
gredients for explosives, rubber, and other products. We simply did 
not have and could nowhere else obtain these critical materials during 
the early stages of that war. 


32604 a3 62 
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I might add here, as you know, when Java and Borneo were cut 
\ » did not h ive any toluene comll g from petroleum for explosives 
this country. 

If this tremendous effort made by the oil indust ry during the war 
ind its vital linportance to the national welfare are understood, j 
hould be obvious why this national resource Cah hever be allowed 
to stagnate to the point where it cannot meet any similar demand 
which might be placed upon it in the future during a similar fight 


ior our iit 


I should like to ike clear my persone! po ition with regard to 
pincgiat I do not believe any segmit nt of the oil business should 
‘talking about the protection and survival of its private interest 
ts | melation ship to other businesses in this country or whether it 
will profit more o1 less by importation of oil. I will say flatly that I 
lo not believe that shoul l look to C ongress to kee pus as re iF atively 
vell off as other coaieie ses in the country. It is only if we accept the 
premise that the problem is not a matter of private business but a mat- 
r of vital national concern, whether or not this Nation can produce 
the products we must have in the event of another all-out war, 
that we are asking this committee to review the oil-import question. 
I have seen the statistics concerning the volume of crude petroleum 
ivailable to the world from the Near East fields. They have over 
twice the amount of our domestic proven reserves immediately avail- 
ible in the ground. These reserves can be produced much under the 
ost of what they can be produced for in the United States. Knowing 
that the natural inclination of many would be to put these products 
mn the market for our use, I see how dependent we might be on Near 
Ikast and other foreign reserves for our economic existence plus the 
dependence we have on it in time of war. The Kremlin in plotting the 
lestruction of this country would no doubt encourage greater use of 
his alien oil in the United States. 
if “s should pee a common practice and we become dependent 
pon it, it would then be a simple matter to deprive us of these re- 
es. It would then . too late, and the creation of any number 
‘agencies, having any conceivable arrangement of the alphabet for 
name, and having any number of billion doliars to spend, and 
‘ing run by the highest quality of brains in the country, derived 
from the oil industry or otherwise, will not replace that oil until 
any years have passed. 
it is only j if we apprec iate this fact—and I think all parties <¢ do ap- 
preciate that our reserves should never be supplanted but only sup- 
mented by foreign production—that we are here to determine the 
degree to which ofl imports should exist. There is a decrease in 
drilling activity in this country and the number of rigs in operation. 
It is only because I wish to see us drill the number of wells necessary to 
ipply our civilian and a potential war demand that I think this 
Congress should pass legislation restricting imports. 
I do not believe, because of our antitrust laws and principles, that 
t is in the interests of this country that several large corporations 
should solve for us by any means this oil-import problem I think 
{ he resp ONS) ibility of the elected representatives of the people 
solve this problem. There can be no merit to saving our reserves 
‘incase of an emergency because reserves saved are never avail- 
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ible. Only oil in commerce is of any value for our defense. for only 
through the sale of oil can we continue the necessary development. 
I know of no other Way to maintain the reserves ‘and to develop 
additional reserves of this country than to drill the number of wells 
necessary. By that means we can keep ourselves con pletely incl 
pendent of any foreign reserve. Unless these wel are lrilled, 
would be impossible to order a certain amount o il out of the ground 
f and when we lose it in the forelen pro luen o 
In curtailing imports we can stimulate b 
nderground reserves and our efforts in subst 


r Vi recovery techniques and othe pO 


» have seen in this country compiete! olutiona conce | 


power distribution in the past 10 years. In t period the distribu 
tion of natural-gas power has been initiated in the East on a larg 
scale because the public became aware of its availability and desit 

lity. So it follows with other products that are produced in close 
uss ociation with oll, Propane and ne for example, were Col 
side red waste products | petore World Wa il. The Vv are now a vita 
factor in our power concept. This is a su ais and potenti al not fully 
utilized in our present plans for petroleum power. We cannot ex 
pand their use in normal trade until we are assured of their continued 
supply. Future supplies of all petroleum products depend entirely 
upon exploration and drilling. 

The conservation and wise 1 use of our petroleum resources depend 
to a great measure on the value we place on them. In normal times 
we are prone to value them in relation to other commodities. But 
we cannot forget that in war the value of petroleum loses its relation 
chip to other products. Oil then becomes a munition; we must have 
it in readily available supplies. 

The oil industry as a whole should welcome the eet to have 
this problem thoroughly discussed and presented to the Ameri 
people. It isa problem not of the industry alone but one involving 
broad public om It affects an industry responsible to a great 
degree for our security and one whose service to the public is in direct 
proportion to the constant stimulation, encouragement, and incentive 
provided in our free-enterprise system. 

Any other consideration that places this problem on the basis of 
protecting a certain segment of our industry is untenable as far as 
I am concerned. I believe that our industry will fulfill its respon 
sibility to maintain our productive capacity and continued develop 
ment and enable us to meet the needs without reliance on foreign oil, 
provided a proper limitation is placed on imports. It is to our na 
tional interest that the Congress now provide this limitation. 

I thank you. That ends my statement. 

The Cuamman. We thank you very much, s 

Mr. Kran. May I ask a question, Mr. Chairman £ 

The CuarrMan. Mr. Kean will inquire. 

Mr. Kean. Mr. Butler, on page 3 of your statement you discuss the 
question of the Near East fields, and you say, and rightly, that we 
should not be dependent on oil from the Near East; th iat it would be 
«a simple matter to deprive us of these resources. Do we get any oil in 
this country now coming from the Near East 7 

Mr. Butter. Yes, sir. 
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Mr. Kean. How much of our imports are from the Near East? I 
thought practically all of our oil came from South Americs 

Mr. Butter. No. Ido not know. The volume into this country 
presently from the Near East is a substantial amount. The tanker 
rates, and so forth, from over there, as I understand it—and I am 
not acquainted with the economics of that oil; I am acquainted with 
the reserves there and the cost of those revserves. The 70 billion 
barrels of oil reserves there that can be produced in unlimited quan- 
tities are a delinitis threat to this country, whether that oil comes 
directly from those fields to this country or whether it goes into 
commerce. 

Mr. Kran. Most of it goes into commerce 4 

Mr. Burter. Yes. 

Mr. Kean. Therefore, how would it be dangerous? 

Mr. Burier. Oil is not a static thing. Any oil in commerce is a 
threat, as I understand it. When we were deprived of Iranian oil, 
we had to supply the difference in this country. As that oil comes 
back in, necessarily it will have to be sold somewhere. 

Mr. Kran. Do you know how much of this Near East oi] comes 
into the United States ¢ 

Mr. Burier. I do not. 

Mr. Kean. It is a new idea to me that it was coming in. I did 
not know it. 

Mr. Burter. There is some. I do not have the correct figure on 
that. I can get it for you. 

Mr. Kean. I think it would be interesting for somebody to put in 
the record something about how much Near East oil is coming in. 

Mr. Minor S. JAMESON (assistant to the president, Independent 
Petroleum Association of America). It is 200,000 barrels. 

Mr. Burter. Two hundred thousand barrels in the past year. 

Mr. Kean. Two hundred thousand barrels a day of Near East oil 
has come into the United States. 

The CHarrmMan. I want to get your name for the record. Will you 
come up, please ¢ 

Mr. Jameson. My name is Minor S. Jameson, assistant to the 
president of the Independent Petroleum Association of America. 

The volume from the Near East is approximately 200,000 barrels 
a day of crude oil. About 5 years ago there was none coming in from 
the Middle East. It has been increasing steadily in the last 5 years. 

Mr. Kean. What kind of oil is that ¢ 

Mr. Jameson. That is crude petroleum. 

Mr. Jenkins. How much gasoline ? 

Mr. Jameson. No gasoline. 

Mr. Jenkins. Any refined oil of any kind ? 

Mr. Jameson. No, sir. 

Mr. Curtis of Nebraska. How much petroleum supplies flows from 
the Near East into Western Europe which, according to the present 
concept, is within our defense perimeter ? 

Mr. Jameson. The great bulk of the Middle East oil goes into 
Western Europe. The Middle East produces, I think, around two 
million barrels a day, of which around 300,000 comes to the Western 
Hemisphere and the rest of it stays in the Eastern Hemisphere. 

Mr. Kran. That oil comes to the East Coast, does it ? 
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Mr. Jameson. I believe the Near East oil comes to the East Coast. 
There is some oil from the Far East that is coming in to the West 
Coast of the United States. 

Mr. Kean. That is entirely new, some of it coming to the West 
Coast. 

Mr. JAmeEson. That is just within the last year or so. 

The CHairman. On the question of threat, is this not true of almost 
any line of business? If there is some cloud or threat hanging over 
it in the nature of some cheap competition that can injure them or put 
them out of business, is that not sufficient to cause them to hold back 
development ¢ 

Mr. Butter. Of course, I think so. I intended to make the point 
about the gas. The gas business is not a new one, but just within the 
last 10 years we have seen the development of its transportation to the 
East because we realized there was a source of supply of sufficient 
volume to support the lines. 

Propane, for instance, is a new product that is just beginning to 
feel the impact of being able to be used for what petroleum is nor- 
mally used for. It was a waste product 10 years ago. We burned 
it or put it back in the ground as unsalable. Today it is taking a 
gradually increasing part in producing heating fuels and even gasoline 
for motors, 100-octane fuel. It does a very good job of providing fuel 
for our motors. But unless we have a continued development of oil 
reserves in this country, our drilling of wells which would produce 
either oil or gas—because you do not know exactly whether a wildcat 
is going to be oil or gas—you need to have continued development of 
that for protection of the reserves behind our gas systems as well as 
for oil. 

Mr. Curtis of Nebraska. One more question about oil from the 
Middle East. Are the military authorities of the North Atlantic 
Treaty Organization making their defense plans on the basis of using 
that oil? Do you know? 

Mr. Butuer. I would not be able to answer that, Mr. Congressman. 
I would not know. 

Mr. Curtis of Nebraska. But the civilian economies of the nations 
making up the NATO countries are at the present time relying on that 
oil, are they not? 

Mr. Butter. Yes, sir, they are. Not only that oil, but, of course, 
oil moves from this country and from South America, also, to Europe. 

Mr. Curtis of Nebraska. In the event of war, if the Near East sup- 
plies were cut off to Western Europe or the NATO nations, where 
could the civilian and military supplies of petroleum and petroleum 
products for Western Europe be obtained ¢ 

Mr. Butter. There is only one other place, and that is here, where- 
ever they have been developed. We had to do it last time. 

Mr. Jameson. The same place they were obtained in the last war, 
I would think, sir: from this hemisphere. 

Mr. Curtis of Nebraska. Could South America carry that load 
alone, or would it depend upon the strength and vigor of our domestic 
oil industry to get the job done? 

Mr. Butter. It would depend on how many submarines the other 
people had, whether you could get it from South America over there, 


plus their ability to do it. It would have to come from this country or 
from South America. 
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Mr. Curtis of Nebraska. Who would meet the submarine problem, 
South America or the United States? 

Mr. Burier. I think you are probably more able to answer that 
question than I would be. I have a good idea. Obviously this coun- 
try would have to look after that. 

Mr. Curtis of Nebraska. That is all, Mr. Chairman. 

Phe Cuamman. Any further questions? 

[f not, we thank you, sir, and we thank your assistant for his in 
formation, as well. 

Mr. Buriter. Thank you, Mr. Chairman. 

The Cuatmmman. The next witness is Mr. A. S. Ritchie, Kansas In 
dependent Oil and Gas Association, Wichita, Kans. 

Mr. Ritchie, we are very glad to have you here. If you will just 
give your name and the e apac ty in which vou appear for the record, 
we will be h: ippy to hear you. 


STATEMENT OF A. S$. RITCHIE, DIRECTOR, KANSAS INDEPENDENT 
OIL AND ‘GAS ASSOCIATION, WICHITA, KANS. 


Mr. Rrrenre. ‘Thank you, Mr. Chairman. 

My name is A.S. Ritchie. Laman independent producer, and have 
been part of the domestic oi] and gas industry for 34 years. I am 
1 cireetor of the Kansas Independent Oi! and Gas Association, and 
am appearil o here tor l: av not only as a represent itive of this asso 
ciation, but also as a Kansas citizen who is interested in the welfare 
of his State. 

Mr. Chairman, I would like to stop there and just say this word. 
The gentlemen preceding me have dealt in great measure with this 
problem of imports on an industrywide and nationwide basis. My 
statements in the main are directed in effect to the economy of ny 
state. 

The production of oil and gas and its products is second only 
iericulture in importance to the economy of the State of Kansas. 
Phe ind try, in ome of its phases, tol thes I early every ¢ yunty in 
the State, adding to their revenues as well as sup plying a large part 
ot ‘their taxes. 

rhe ‘Oil and gas industry furnishes employment to thousands of 
Kansas citizens. Many wholesale and retail establishments that deal 
in the necessities of life are de ypendent upon a stable oil and gas indus- 
try for their business success. 

Out of 105 — in Kansas, there are at the present time 79 
that have oil or gas produced within their boundary. 

In the year 980 these 79 counties produced 114, 399.556 barrels of 
oil, with a value of $296,294, 850. 

So widespread is the possibility of the recovery of oi] and gas in 
the State, that out of the 105 counties in the State, only 4 have no 
lands under oil and gas leases. 

The Kansas Corporation Commission, in an official report—made, 
incidentally, in March of this year—estimates that at the beginning 
of 1953, a total of 14,147,800 acres were under oil and gas leases—— 

The Cuarrman. May I clear up ene point there. You speak about 
the number of acres under lease. Have those acres that you speak of 
been tested ? 
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Mr. Rircnte. No. They are under lease, sir. I am clearing up 
that part held by oil and gas production later on. {Continuing:| 
With an estimated 3,800,000 acres of this total held by oil and 
gas production, leaving a total of 10,347,800 acres under lease, for 
which an average annual rental of $1 per acre is being paid. In addi- 
tion to the more than $10 million paid for lease rentals, over $37 
million representing one-eighth of the value of crude oil produced 
in 1952 was paid to land and royalty owners, who, therefore, received 
over $47 million as income for the vear 1952. Hadthe royalty income 
from natural gas and liquid petroleum gases been included—n 
other words, the figure I quoted above was simply from the production 
of oil, crude petroleum. Had the royalty income from natural ga 
and liq nid petroleum gmyases been included, land and royalty owners’ 
share would total over $51 million for the year 1952. 

The ad valorem taxes paid by the producing section of the oil 


and gas industry for the year 1951 totaled almost 10 pereent of the 


total ad valorem tax collected in the State. If the ad valorem tax 
paid by the othe x ections ot the \austry, ucl as refineries, nat 

wasoline plants, carbon black plants nanutacturers of oil field sup 
pil Ss, oil ane was service companies, ie] | tru king and a rt oO! 


tractors is included. the oll and vas indu trv the provides 


12% to 13 percent of the total ad valorem tax collected in the State 


The way our tax commission keeps its 1 ords mia le that ad vis 
necessary. One group of items they kept by themselves, and th 
other group they lumped with others. Many of our counties are di 
pendent upon the oil and @as industry for a large proportion of then 
tax revenue. 


In the year 1951, 24 of the 79 counties producing oll and gas par 


1 


from 15 to 55.8 percent of all ad valorem taxes collected within the 
respective counties. This was exclusive again of ad valorem tax 
paid by the other sections of the industry mentioned ahove. 

In October 1952, the crude oi] marketed in Kansas averaged 343.000 
barrels per day. The demand has since decrea ec, The estimated 

ve daily sales for \pril 1953, W il] he 826.000 bar rels. Thu r the 
State will have lost the market for 17,000 barrels per day, with a 
value of $44,000 per day, or $1,320,000 per month. 

This loss in revenue means less purchasing power, not only for the 
producer, but also for the land and royalty owner, less sales for the 
merchant, less taxes for the State and county and, if continued, les 
employment for workers in the oil and gas industry. 

Since the early 1930’s, Kansas has had effective. workable oil and 
gas conservation laws that have had for their purpose the orderly 
development of the oil and gas reserves of the State. These con- 
servation laws and their amendments are time-tested and under 
them the reserves of Kansas have been developed and produced at 
the maximum rate of efficiency, with a minimum of waste. Kansas 
producers now realize that, without these conservation laws and the 
Kansas Corporation Commission acting as referee, an orderly, equi 
table producing and marketing program would not be possible and 
the maximum in conservation of our great national resources could 
not be obtained. Our conservation laws, without question, will 
make possible the recovery of millions of barrels of crude petroleum 
that otherwise would have been left in the ground or wasted. Cer 


avera 
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tainly, our conservation laws have had a great stabilizing effect on 
the economy of the State as a whole by insuring orderly develop- 
ment. Regular employment for thousands of workers in the oil and 
gas industry has been obtained. These laws have aided in the 
building of solid-going communities with schools, churches and 
wholesale and retail establishments—marketing all those commodi- 
ties that go with the American standard of living—and, in addi- 
tion, have aided in a steady, dependable source of tax income for 
counties and State. 

Mr. Chairman, under the old system of producing oil when I 
first went into the business, it was either feast or famine. We 
would have big, going communities, and in a few years they would 
be ghost towns. In the middle section of our State we have strong, 
fine communities that are doing well because of their oil and gas 
production and because of stez dy production. 

Of great importance to the Nation, a backlog of recoverable 
pe troleum reserves has been de veloped ready for use in the event of 
a national emergency. ‘This time-tested plan of conservation is now 
threatened by sources beyond our control—that is, the excessive 
imports of foreign oil. ° 

Wells in Kansas are of moderate depths and generally of moderate 
size and their cost is less than wells drilled in other producing areas. 
These factors have made Kansas an attractive place for 1,400 small 
independent producers to operate. 

Kansas conservation laws establish minimum well allowables de- 
signed to provide a safeguard against the premature abandonment of 
producing wells with the resultant loss in reserves. Even these mini- 
mum standards are now in danger because of loss of market caused by 
excessive imports. 

To demonstrate, in October 1952, the average daily production of 
the prorated well was 25.99 barrels per day. In April 1953, the daily 
average had declined to 22.56 barrels, or about 214 barrels below the 
statutory minimum. 

Much has been said in recent months in support of little or no re- 
striction on imports from foreign nations because of our desire to aid 
in the stabilization of the economy of these foreign countries and, at 
the same time, supply a market for the things we have to sell. I 
wonder how much thought has been given to the loss of domestic 
markets in Kansas and other oil and gas producing States if these 
States continue to lose a large portion of their purchasing power be- 
cause of increasing loss of markets for their oil and gas to foreign oil. 

Kansas producers and Kansans in general subscribe to the policy 
that imports should supplement but not supplant domestic production. 
However, we believe this policy is now in reverse and foreign oil is 
supplanting domestic production with no apparent relief or safe- 
guards in sight. One does not wait until his whole house is in flames 
before « -alling the fire department. That is why we are here today in 
support of Federal laws that will restrict imports of foreign oil to 
not exceed 10 percent of domestic consumption. Karisas producers are 
convinced that voluntary agreement to restrict imports will not work. 
Experience in the past has demonstrated that fact all too clearly. 

Thank you, sir. 
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The CHarrman. We thank you very much, sir, for your very nice 
paper relating to the oil situ: ition in your State, and the effects of the 
imports upon your communities and your market there. 

Are there any questions? 

Mr. Sadlak will inquire. 

Mr. SapiaKk. Mr. Ritchie, the picture which you have presented to 
us concerns the overall oil picture of Kansas, but how much concen- 
tration do you have on the crude or the residual oil ? 

Mr. Rircnte. I did not get the first word. 

Mr. Saptak. What you have presented to us now formally, it seems 
to me, is the overall oil picture for Kansas, and does not confine itself 
to the heavier residual oil. The imports we are talking about pri- 
marily, I think, are concerned with the residual oil. 

Mr. Rircute. I do not get that impression at all, sir. The imports 
we are talking about are the overall effect of imports. With a million 
barrels of imports coming into this country now, the demand for 
Kansas crude, regardless of whether it is made into gasoline or residual 
fuel, is backed up and decreased. So, sir, I could not treat it on a 
residual oil basis at all, because I am not prepared to. I do not have 
the figures on the residual part of the barrel of crude that comes out 
of Kanas production. 

Mr. Sapiak. Since 1946, has not the residual oil that we have here 
made here in the United States, steadily declined until now? 

Mr. Rircute. Sir, I am not in a position to answer that. Some of 
the other men may have that information. 

Mr. SaptaKk. Let me ask you this question. I thought we were 
talking about 5 percent previously. I see that you select here a 
10 percent quota on the imports. Why did you select 10 and not 
5 as it pertains to you, or a greater percentage ? 

Mr. Rircutm. I think we all agree within the industry that there 
must be a certain amount of import. Nobody wishes to restrict them 
completely. ‘The world-wide demand for oil has increased. We feel 
that 10 percent is realistic. It about represents what has seemed 
to be fair and seems to be workable. The 5 percent, as I remember, 
was back some 7 or 8 years ago. It was suggested then. I think 
conditions have changed. I say to you very frankly that I, for one— 
and I think every man in Kansas—realize that we should not cut out 
all oil imports, but we do think that imports should take a reasonable 
part of the load that we have to take. 

Mr. Sapitax. My question, of course, is directed more for informa 
tion along the residual line. Your statement, and what I gather 
from you, is primarily concerned with the overall oil picture. 

Mr. Rrrenie. The overall oil picture as it affects my community, 
talking not in residual barrels but total barrels of oil. 

Mr. Saptak. Thank you very much. 

The CuarrmMan. We thank you very much, sir, for your fine presen- 
tation. 

Mr. Riven. Thank you, sir 

The Cuatrmin. The next witness is Mr. J. P. Jones, representing 
the New York State Producers Association, the Bradford Pennsy]- 
vania Grade Crude Oil Association, and the Middle District Pennsy]- 
yania Oil Producers Association. 

While you are not from my district, Mr. Jones, you are so close to it 
that we sort of claim you anyway. You have done great work in 
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representing the economic interests of one of my counties, an oil 
county, and we are glad to have you here. 

If you will just give your name and your reason for appearing 
here, and the company you represent, we would appreciate it very 
much, 


STATEMENT OF J. P. JONES, REPRESENTING THE NEW YORK 
STATE OIL PRODUCERS ASSOCIATION, THE BRADFORD DISTRICT, 
PENNSYLVANIA OIL PRODUCERS ASSOCIATION, AND THE MID- 
DLE DISTRICT, PENNSYLVANIA OIL PRODUCERS ASSOCIATION, 
BRADFORD, PA. 


Mr. Jones. Thank you, Congressman Reed. 

My name is.J. P. Jones. I live in Bradford, Pa., where I have been 
engaged act ely as an independent oil producer for the past 2 years. 
I am also employed by the Pennsylvania Grade Crude Oil Association 
as director of production. 

I might add that I represented the State of Pennsylvania for the 
past 5 years on the Interstate Oil Company (Commission. 

[ am appearing before this committee to represent the New York 
State Oil Producers Association, the Bradford District Pennsylvania 
Oil Producer: Association, and the Middle District Pennsylvania 
() ] Prodi cers Asso mation. 

Ve wish to protest excessive imports of foreign oil as a dangerous 
threat to our relatively small and independent segment of the United 
tates oil industry 

I hope to empha ize as strongly and as clearly as I can that our 
portion of the United States oil-producing industry is one that oper- 
ates on a basis of high costs—and high quality—but small volume. 

[ will strive to show that our segment of the oil industry relies for 
its welfare on a strong and healthy oil industry within the shores of 
the United States. Finally, and not least in importance, I shall en- 
leavor to show that, deprived of the oil reserves that underlie the 
stripper-well areas in this country, the nation would suffer a severe 
ind needless loss. 

Membe rs of the three associations of oil producers for whom I 

peak make up the bulk of the producing industry in the northwestern 

section of the Commonwealth of Pennsylvania and the southwestern 
section of New York State. Crude-oil production from this area cur- 
rently averages somewhat over 40,000 barrels daily. This oil is 
pumped from approximately 80,000 wells owned by more than 3,000 
uctive pre ome ing interests. The oil is ‘processed by 13 area refineries 
having a total c: ipac ity of approximate ly 4: 5,000 barrels daily. 

‘These a ints draw crude also from fields in southwestern Pennsyl- 
vania, West Virginia, and southeastern Ohio which, together with the 
district I represent, go to make up the Pennslyvania Grade crude-oil 
region. 

The crude oil produced in this region is known in the trade as Penn- 
sylvania Grade and is noted for the high content and fine quality of 
its lubricating oil. 

During World War IT, the Pennsylvania Grade crude-oil industry 
was depended upon to furnish more than 15 percent of the Nation’s 
total output of lubrication. 
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Another sign pointing to the importance of this crude is the fact 
that the national average of lubricating oil recovery from all crudes, 
including Pennsylvania Grade, is 2.8 percent, while the average lubri 
cant recovery from Pennsylvania Grade crude oii alone 1s more than 
25 percent. 

The crude oil produced from the whole Pennsylvania Grade region 
comprising New York State, Pennsylvania, West Virgina, and south- 
eastern Ohio is currently averaging about 51,000 barrels daily. From 
this crude, approximately 714 percent of the Nation’s lubricating oils 
are made. Four-fifths of Pennsylvania Grade crude oil comes from 
the area I am representing. 

Production of Pennsylvania Grade crude oil is accomplished al 
most entirely by a variety of usually expensive techniques to which 
the name “secondary recover y’’ is given. 

The oil reserves underlying New York State total 52 million barrels 
and those underneath Pennsylvania amount to 121 million barrels, 
according to a recent report by the reserves committee of the America 
Petroleum Institute. 

These figures represent est imates of crude-oil reserves that the com 
mittee felt would be recovered through use of presently known methods 
and under current economic conditions. Advance the crude-oil 
market, and available crude reserves in secondary recovery areas would 
be increased proportionately. Cut the crude price, and our secondary 
recovery crude-oil reserves, as a practical m: ate shrink. 

Development of reserves by expensive and highly technical second 
ary recovery is a long-term program which depends on stability in 
the outlook for the domestic oil industry over a several-year period 
ahead, 

It should be explained here, however, that the figures on reserves 
which I have quoted represent only a small fraction of the oil actually 
underground. Such oil would amount to several billions of barrels, 
if we knew how to recover it. 

lor this committee’s purpose, let me say only in this connection 
that, on the basis of the best information available to the American 
Petroleum Institute, the reserve stores of crude petroleum beneath 
New York State and Pennsylvania would, if produced and refined, 
yield to the Nation more than a billion and a half gallons of high 
quality lubricating oils. 

Since the First World War, secondary recovery has played a greate 
and greater part in maintaining and increasing the volume of our 
recoverable petroleum reserves, 

This recovery technique is necessary because production practices 
in the not-too-distant peat were wasteful and inefficient, leaving in the 
older oilfields of this Nation, in many cases, more than two-thirds of 
the oil originally in place. 

An oil sand may be likened to a wet sponge: squeeze it and water 
comes out; squeeze it again and you get more water, but less tha 
the first squeeze; eventually, you have to wring out the sponge. 

Nature originally provided energy needed to “squeeze” the oil 
out of the sands. That energy was in the form of pressured water or 
gas. This pressure forced the oil out of the sand formations, up to 
a certain point. After this point is reached, the well becomes what 
is known as a stripper. We must “wring out” the sands through 
the process known as secondary recovery. 
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Today, improved conservation practices and better operating 
methods produce oil from newly discovered fields in a much more 
efficient manner than operators dreamed of 25 years ago. 

As a consequence, there is little room left for the application of 
secondary recovery in these newer fields. However, many of the oil- 
fields now producing were discovered and developed before the appli- 
cation of improved technology and conservation practices. Conse- 
quently, we have scattered across this country many fields with a very 
high oil residue left after exhaustion of the primary energy. 

A good example of what secondary recovery will do is found in the 
Alleg: any County, N. Y., field, which is in your district, Mr. Chairman, 
as you know. 

The Cuarrman. A very fine county, and wonderful people. 

Mr. Jones. This field has produced more oil by secondary recovery 
methods since 1918, when you entered this Congress, than has been 
produced in all the years from its discovery date in 1880 to 1918. 

I mention this instance only to show what can be accomplished in 
an old-stripper field through secondary recovery methods of produc- 
tion. I cite it also to remind you what a loss of irreplaceable national 
resources the United States would suffer if secondary recovery meth- 
ods had not been developed and applied. 

Secondary recovery originated in the Bradford and Allegany fields 
and has spread virtually to every oil producing State. The possibili- 
ties of this method of oil recovery are indicated in the national strip- 
per well survey conducted by the Interstate Oil Compact Commission. 

This report shows that there are approximately 3,500,000 acres of 
land extending from New York to California which are prospective 
areas for the application of secondary recovery. 

The wells on these 314 million acres of land are estimated to total 
over 300,000, each of which produces a little more than 3 barrels of 
oil a day on the average. 

Although the daily production per well is small, yet in the aggre- 
gate these wells produce about a million barrels per day, or about 
one-sixth of the total production of this country, just about what the 
oil importers are bringing here. 

More important by far to the Nation, however, than the daily pro- 
duction of our stripper wells are the reserves underlying these strip- 
per-wells acres. According to the Interstate Oil Compact Commission 
survey, almost a quarter of our Nation’s oil reserves are to be found 
beneath stripper-well areas. One-half these reserves in stripper fields 
will have to be recovered by high-cost secondary methods. 

These facts pertain to a segment of the producing industry which 
too often in some quarters is regarded as unimportant. Many strip- 
per-wells areas are now allowed to continue in operation solely in the 
hope that effective methods of secondary recovery can some day be 
applied. 

Keeping these wells oe under a strong, stable, domestic in- 
dustry is essential to the Nation’s economy and security. This point 

can be summarized in the phrase so popular among this country’s 
imachogtanstliat oilmen, “There is no security in foreign oil for the defense 
of our own borders.” 

Premature abandonment of stripper wells not only loses the exist- 
ing production, but also constitutes a wasteful loss of crude oil reserves 
underlyi ing the area involved. Engineers say it would be extremely 
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costly and thus very unlikely that zompletely abandoned stripper areas 
ever would be redeveloped or reworked by secondary recovery methods. 

Secondary recovery operations require the installation of costly 
equipment. They need expensive development work. Usually the 
property has to be entirely redrilled. A waiting period of a year and 
a half to 3 years is required before the investment begins to yield any 
returns. 

Normally, the secondary recovery operator works on a small margin 
of profit. Consequently, there must be some reasonable assurance sof 
stability in the industry before secondary recovery operators 

afford to risk their capital on development work. 

The rapid rise in the importation of foreign oil has threatened the 
stability of the oil industry of the United States. 
development work here is being discouraged. 
in the New York and Pennsylvania area. 

During the regime of the Office of Price Stabilization the price of 
Pennsylvania Crude crude oil was frozen at a level below our histori- 
cal price relationship to other crudes. Efforts to obtain adjustment 
failed despite the fact that development and material costs continued 
to rise. 

Once price ceilings were removed in the latter part of 1952, pur- 
chasers in the Pennsylvania Grade region were able to post only small 
increases in the price of crude. 

The reasons can be attributed directly to the unstable conditions 
created in the industry by the excessive imports of foreign oil at 
that time. 

During the long period of a frozen crude price, operators in the area 
which I represent were discouraged from doing the development work 
necessary to insure our refineries of an adequate supply of crude oil. 

Excessive imports today are creating unstable conditions and are 
discouraging development work that ‘should be under w ay if the 
industry of our region is to continue to operate at a strong and healthy 
level. 

We believe that Congress should establish reasonable controls over 
imports. By doing so you will assure the continued operation of thou- 
sands of secondary oil properties throughout this country and en- 
courage the application of secondary recovery methods necessary to 
recover the vast oil reserves underlying the stripper-well areas of the 
United States. 

The CHarrMan. That is a very fine statement, and we appreciate 
your appearance here. 

Are there any questions ¢ 

Apparently not. 

I recall with great pleasure and very happy memories the fine serv- 
ice your father rendered in the Congress of the United States from the 
district from which you come. 

Mr. Jones. Thank you, Congressman. 

The Cuarrman,. Mr. H. B. Fell, president of the Simpson-Fell Oil 
Co., Ardmore, Okla., and executive vice president, Independent Petro- 
Jeum Association of America. 

Mr. Freuzi. Mr. Majewski, who was on the list of earlier witnesses, 
is here now, and if it is satisfactory to you, we will let him go on, and 
then I will close. 


can 


Consequently, new 
This is especially true 
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The CHarrMan. That will be fine. Come forward, Mr. Majewski. 

Will you kindly give your name to the reporter, and the capacity in 
which you appear, and we will be very glad to hear you. We are very 
sorry to learn that you were not well. 


STATEMENT OF B. L. MAJEWSKI, PRESIDENT OF THE GREAT 
AMERICAN OIL CO., OF CHICAGO, ILL. 


Mr. Masewski. My name is Bernard L. Majewski. 

I appear here as an independent oilman—a small businessman start- 
ing 44 years ago as a teamster-mule driver peddling kerosene and cider 
in the then growing town of Chicago. The enterprises I have non- 
controlling interests in produce a little crude oil—refine a bit more— 
sell a good deal of petroleum products (in volume) at retail directly 
to the consuming public in the Chicago area and in the States of Cali- 
fornia, Oregon, and Washington. I hope to present the views of the 
iumerous unorganized small independent oil producers, refiners, job- 
bers and retailers, not represented by talented, resourceful oil associa- 
tion people. I hasten to say that by this latter observation I cast no 
uspersion or reflection. By and large, persons engaged in petroleum 
association activities are respected, decent citizens, as are most of the 
people heading up or representing the large foreign oil producers and 


importers, 

i : ‘ ; . 

I have been a Senenter and a member of the executive committee of 
the American Petroleum Institute for more years than most of the 
present incumbents, and this comment also applies to my directorship 


in the Independent Petroleum Association of America. I have been 
a member of the National Petroleum Council since its organization by 
former President Truman, and it has functioned effee tively since then 
under the direction of the Secretary of the Interior. 

I mention these industry and quasi-government relationships and 
contacts in all modesty and merely to set forth my experience in petro- 
leum matters. 

I am proud to state that I know more oilmen at all levels favorably 
than perhaps any living person in the Nation today. I do a little 
bragging about that, because you learn some of them the hard way. 

More directly, I appear today to support the establishment of a 
legislative quota which would limit the total quantity of crude petro- 
leum and all products derived therefrom which may be imported, to 
10 percent of domestic demand in the United States, as reported by 
the Bureau of Mines. Small independent oil operators support the 
simple and readily understandable language of H. R. 4688 introduced 
bs Congressman Vursell, of Illinois and S. 1552 introduced by Senator 

‘arlson, of Kansas. H. R. 4294 introduced by Congressman Simpson 
of Pennsylvania also contains a similar overall quota in the first para- 
graph of section 13. However, the second paragraph of section 13 of 
the Simpson bill would establish a specific quota on a single and 
specific petroleum product—residual fuel oil—limiting jmports thereof 
to 5 percent of the domestic demand for residual fuel. I am informed 
that the inclusion of this 5 percent quota on residual fuel oil purports 
to correct injury to the coal industry by oil imports. 

The domestic oil industry is interested in the workable 10 percent 
overall quota in all the legislation now being considered because its 
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economy and the Nation’s is affected seriously by excessive imports of 
petroleum crude oil and its principal derivatives—gasolines, kerosenes, 
home-heating and diesel fuel oils, residual fuel oils, or any other 
petroleum products that displace domestically produced oil in the 
American home market. My considered judgment is that the 5-percent 
proviso specifically applied to residual fuel oil is unworkable and 
takes away the desired flexibility provided in the overall 10-percent 
quota. 

Our kind of folks do not ask the Congress to enact legislation be 
cause we are economically ill. More clearly stated, we favor imports 
of crude oil and its products when needed and where they supplement 
domestic production. We commend the foresight, sagacity, and ven 
turesome spirit of American nationals on their activities in foreign 
countries, particularly because their successful operations abroad give 
this Nation’s military forces needed oil supplies far from home bases. 
Our considered objections are directed against excessive imports which 
supplant domestic production of raw material and manufacture of 
petroleum products. 

We are not protesting primarily because we are suffering economic 
injury—it is because we at the grass roots have an awareness that the 
welfare and security of our Nation are today imperiled as a result of 
a growing and unnecessary reliance on foreign sources of oil supply. 

Imports are supplanting and not supplementing domestic oil pro 
duction and manufacture. The facts are beyond dispute. 

Please allow me to quote for insertion in the record in these pro 
ceedings from the 1952 annual reports of several large companies 
and there are many more—whose chief executives are outstanding 
and recognized leaders in American oil, and who have often in the 
past expressed opposition to running to the Federal Government for 
regulatory or legislative solution. 

The Pure Oil Co., whose president is Mr. L. S. Wescoat and em 
rently the chairman of the board of the American Petroleum Insti 
tute, stated on pages 8-9 of his annual report : 

The domestic demand for petroleum and its products continued to increase 
during 1952 but at a lower rate than had prevailed during the previous post 
war years. AS a result of the completion of refineries in Western Europe, 
which were, in large part, financed under our foreign-aid program, exports, while 
maintaining about the same volume as in 1951, are expected to decline sub 
stantially in 1953. This is particularly true in the case of lubricating oils. 

At the same time there was a substantial increase in imports of foreign 
erude oil and heavy fuel oil, which had the effect of preventing domestic crude 
oil production from increasing in step with domestic demand. These increasing 
imports, coupled with the steel strike, created a market situation for heavy 
fuel oil which resulted in a substantially lower price, with a consequent effect 
on industry earnings. Should the present Iranian impasse be resolved in the 
near future, additional crude oil would be made available, although it would 
probably be some time before the larger refinery in Iran could be put in 
operating condition where it would substantially affect world markets for 
petroleum products. 

The need for new domestic sources of supply of crude oil to meet the ever 
mounting demand, both for domestic use and for defense purposes, requires a 
realistic evaluation. One of the basic problems is the price which has not 
been increased since 1947 and continued under Government price control until 
February 12, 1953. Imports can be considered to be only a temporary solution, 
since an extension of the present war activities to a worldwide basis could well 
result in sharply reducing or eliminating ocean transport from these foreign 
sources of supply. A full examination of this problem clearly indicates that 
foreign crude oil should supplement, but at no time displace, available do- 
mestic supplies. 
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This gentleman is the chairman of the board of directors of the 
American Petroleum Institute. 

The Plymouth Oil Co., whose president is Mr. Walter S. Hallanan 
and the chairman of the National Petroleum Council, stated on pages 
3, 4, and 5, of his report: 


The overall prospect is clouded somewhat by excessive imports of foreign 
crude oil into this country which already have had serious reflection in the 
action taken by the Texas Railroad Commission of curtailing production in 
Texas for the first quarter of 1953. There is no indication that this situation 
will have any immediate correction, and domestic oil producers face a realistic 
problem in this respect. We are faced with the problem of curtailing our 
domestic production which has been “supplanted” by a very large increase in 
imports. Large inventories of refined products may result in somewhat lesser 
refined-product prices in the forthcoming yeat 

* * * There is every economic reason to justify immediately an increase in 
crude price, but the present sizable crude stocks, created by excessive imports, 
may delay the realization of this long overdue price increase. Certainly, there 
must soon come a Clarification of the excessive imports of crude or the domestic 
oil industry will be unable to achieve the goal of drilling the number of wells 
required to maintain the reserves so necessary for our defense in the event we 
should face a national emergency. 

The industry is caught in a squeeze between the pressure of Government for 
further increases in productive capacity and a supply situation which, temporarily 
at least, stands as a roadblock against a price structure adequate to justify 
continued expansion. It cannot continue to spend $4 billion annually, as it did 
last year, in the search for new sources of petroleum and in the development 
and expansion of productive facilities, so long as it is compelled to meet the 
destructive competition of excessive imports from countries where production 
is unrestricted and where labor and other costs are far below American 
standards. 

The industry has always recognized the wisdom of having such imports as are 
necessary to supplement domestic production in meeting increased civilian and 
military demand. However, when imports rise 12 percent against an increased 
demand of 3 percent, it is obvious that they are supplanting rather than supple- 
menting domestic production. The solution of this problem calls for industrial 
statesmanship of the highest order. It will demand sacrifice on the part of 
some, not only for the preservation of a sound domestic industry, but also in 
the interests of national security. 

We cannot repeat too often or too emphatically that there is no security in 
foreign oil. When and if emergency comes to our door in this atomic age we 
must have oil in quantities heretofore undreamed of, and we must have it here 
at home where it is accessible. Even oil reserves at home are of little value 
in an hour of emergency without the facilities to bring them to the surface and 
to process, transport, and deliver them to our Armed Forces and defense instal- 
lations. Hence, the necessity for continued expansion by a strong and healthy 
domestic industry. 


The Cities Service Co., whose president, Mr. W. Alton Jones, and 
past chairman of the board of the American : etroleum Institute—an 
outstanding exponent of legal and voluntary industry—Government 
coope ration without the necessity of regul: atory legis lation, stated on 


page i 7 of his report: 


It is hoped that a balance between foreign oil imports and domestic production 
may be brought about, to the end that foreign supplies may continue to be avail- 
able without jeopardizing or injuring domestic producers. The National Petro- 
leum Council and the American Petroleum Institute recently endorsed the prin- 
ciple that imports should be limited to supplementing—not supplanting—domestic 
oil. The principle is sound, and if judiciously applied, should meet the require- 
ments both of national security and the maintenance of a sound domestic industry. 

Imports of foreign oil have increased more than threefold since World War 
II. In the first several weeks of 1953, they averaged 1,075,000 barrels per day, 
or 16.5 percent of domestic oil produc tion. This is an increase of 13.2 percent 
over average daily imports in 1952. Many domestic producers feel that the 
current volume of imports creates the possibility of enforced curtailment of 
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domestic operations due to oversupply. A precise balance will always be difficult 
to achieve, since the availability of foreign supplies necessitates long-range con- 
tractual commitments which cannot be easily or quickly adjusted to meet do- 
mestic conditions. The problem becomes particularly acute when it is realized 
that much of the foreign production comes from countries where production 
costs and standards of living are far below those prevailing in the United States. 
A solution will require industrial and governmental statesmanship of high order. 


The Anderson-Prichard Oil Corp., whose president, Mr. Roland V. 
Rodman, and currently president of the Western Petroleum Refiners 
Association, stated on page 7 of his report: 


There are certain factors, however, that might reflect adversely on the earn 
ings of oil companies generally. The importation of crude oil into the country 
is continuing to increase, with the result that domestic production is being 
curtailed. The various regulatory bodies have reduced by over 200,000 barrels 
per day the permissible runs for the month of April. As runs are restricted, 
income goes down. Therefore, our income from production is directly tied to 
the amount of oil that is being imported into the country 

The imports also affect other segments of the industry for, as less oil is 
marketed less money is spent for exploration and development. Fewer rigs 
are needed, less steel is consumed and the impact of imports is felt throughout 


the industry. Heretofore, the industry has been able to find enough oil to in- 
crease the remaining reserve as of the end of each year. Should imports con 
tinue, this process cannot be maintained and, in the event of war, we may find 
ourselves without sufficient crude-oil productive capacity to take care of our 


own needs 


\ 


Mr. John G. Pew, production vice president of the Sun Oil Co., 
and vice president of the production division of the American Pe 
troleum Institute, at its eastern district meeting at Pittsburgh on 
April 9, 1953, said with regard to excessive imports: 

Imports were high in 1950 and the domestic producer didn’t raise the dickens 
He was doing pretty well himself at that time and he wasn’t worried But 
since then his costs have continued to rise; he has been put in a squeeze and 
now he is yelling because he is in trouble. 

You can’t tell the domestic producer that imports at present . not inte 
fering with exploration and development. He knows better. He knows allow- 
ables are cut back. He knows hundreds of drilling rigs are standing idle. He 
knows the current rate of drilling is below that necessary to achieve the re 
quirements set to meet defense goals. He finds his profits down and new funds 
for drilling hard to obtain. And you just can’t make him believe there is noth 
ing wrong. 

When he looks around to see what is wrong, the thing that stares him in the 
face is the fact that imports have been mounting at the same time that allowables 
in Texas have been cut back by as much as 384,000 barrels daily since last 
December. He's smart enough to put the pieces of that puzzle together and come 
up with the answer: imports are supplanting his production and taking away 
his market. 

We fully share the views expressed by these leaders of our industry. 
I should like to present for the record at this time, with your per- 
mission, a graphic portrayal showing effect of dumping excess foreign 
supplies of residual fuel oil in the New York area. The chart shows 
the sharp decline in = price of residual fuel oil in eastern seaboard 
markets—in April 1953, about 69 cents a barrel below parity ms ices for 
coal. Benefits obt: sled from these decreased prices for residual fuel 
oil are enjoyed by large industrial and commercial consumers. We 
think this is all to the good, if all consumers enjoyed the same benefits. 
However, millions of users of gasoline and home-heating fuels in the 
New York market—the area where imports have sharply increased— 
have had increases in the retail price of gasoline since 1948 of 10.3 
percent and on home heating fuels 4.5 percent. Source: Bureau of 
Labor Statistics. 
32604—53 
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Mr. Jenkins. Will you desist there just a minute? You have asked 
permission to have this inserted. 

Mr. Masewski. Yes, please. 

Mr. Jenkins. I am not sure that the printers can do that, but if 
they can, it will be inserted in the record. 

( The chart referred to follows. ) 

Mr. Magewsx1. At the same time in my home market, the Midwest, 
where there are no direct importations, the price of gasoline has 
declined 3.7 percent and home heating fuel oils 5.1 percent. 

Don’t let anyone tell you that cheap foreign oil doesn’t hurt the 
domestic producer-refiner-marketer, jobber, and retailer. 

We believe that cae ial statesmanship individually exercised by 
the producer-importers of foreign oil into this rite could have 
solved this problem, and legally, long ago if it were not for the 
economic urge of management and participating eben governments, 
spurred on by the economic pressure brought “about ‘by total all-out 
competition between the American nationals operating abroad and in 
this country, and between the British and American companies 
competing abroad. 

The problem is primarily an economic one—cheap oil—production 
costs and standards of living far below those prevailing in the United 
States. 

On behalf of the small independent oil operator, I should like to 
put into the record this analysis of the probable availability of crude 
oil and natural-gas liquids and the demand for petroleum products 
during the next 15 years, entitled “Meeting Future Petroleum De- 
mands.” The authors are John E. Swearingen and John W. Boat- 
wright, of the Standard Oil Company of Indiana, qualified, out- 
standing, universally acknowledged authorities on petroleum 
economics. 

I respectfully call attention to the fact that the public-relations 
activity of the American Petroleum Institute recognized it as authori- 
tative and has given it wide distribution. I recommend for your 
perusal and thoughtful consideration all of it. I should like to direct 
your specific attention to the marked pages. 

Incidentally, Mr. Chairman, I am having prepared enough copies 
for the committee of this very interesting ‘pamphlet. 

Mr. Jenkins. How voluminous is that? Did you wish to put it 
in the record? 

Mr. Masewsx1. I would like to put it inthe record. I am not going 
to read this. 

Mr. Jenxrns. Do you wish to have that inserted in the record as 
part of your remarks? 

Mr. Masewskt. If you please. 

Mr. JENKINS. That depends on how voluminous it is and what there 
is by way of graphs my pictures, and something of’that sort. Is it 
all plain pr inting ? 

Mr. Magewsxt. Yes, plain printing, and some graphs that are easily 
reproducible with the exception of one map. 

Mr. Jenkins. How many pages? 

Mr. Masewsxt. I think there are 17. 

Mr. Jenkins. Without objection, it is so ordered. 
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(The pamphlet referred to follows :) 


MEETING FUTURE PETROLEUM DEMANDS’ 


Subject: An analysis of the probable availability of crude oil and natural-gas 
liquids and the demand for petroleum products during the next 15 years, 
Source: A paper presented at a supply-and-demand session during the 382d 
annual meeting of the American Petroleum Institute, Chicago, II. 


OIL INDUSTRY BACKGROUND INFORMATION SERIES 


From time to time, the oil industry information committee reprints in a series 
of background information bulletins interesting and informative data about the 
oil industry. These are distributed to be helpful to those having need for infor 
mation or reference both in and outside of the oil industry. 

Such bulletins, although believed to be authoritative, are not an official expres- 
sion of opinion of the American Petroleum Institute. 


By John EB. Swearingen’? and John W. Boatwright * 
ParT I 
(By John E. Swearingen) 
INTRODUCTION 


It is a real pleasure to be invited to address the division of refining of the 
American Petroleum Institute on meeting future petroleum demands. The paper 
which I present will discuss the future of our oil supply, and will be followed by 
another to be presented by Mr. John W. Boatwright, general manager of distribu- 
tion economics for the Standard Oil Co. (Indiana) and an esteemed colleague of 
mine who will discuss demand and other aspects of the overall picture. These 
two papers will give our forecast of the outlook for supply and demand facing our 
industry during the next 15 years 

This general subject is one about which much has been said in the past, and 
much will continue to be said in the future. It is a subject of vital importance 
to all oil men—not only from the standpoint of their own future planning but 
also from the standpoint of Government actions which control the whole economic 
environment in which the industry must operate. 

In the face of extensive studies in this field by the President’s Materials Policy 
Commission (the Paley committee), by the National Petroleum Council, and in 
many other excellent papers, it is a bit venturesome for us to appear before you 
and claim that we have something new to say. But, as all soothsayers have dif- 
ferent incantations and different ingredients for making up a potion, I may say 
that we have brewed and seasoned this forecast to our own taste. When I have 
completed my part of the presentation, I sha!) be glad to try to answer questions 
on any of the material I have covered, but I hasten to add that I hope you will 
delay your tough questions and put them to Mr. Boatwright. 

Forecasting the future rate of oil discoveries and availability is fraught with 
many pitfalls and difficulties. Most forecasts of oil availability have been pre- 
pared in the classical fashion of deriving trends of significant variables from 
historical data and projecting these trends into the future. For several years we 
attempted to do the same thing, but we have now reached the conclusion that 
inhefent uncertainties in the basic statistics are such as to make any forecast 
based on them unreliable. It is axiomatic in the producing business that there 
is a great time lag between expenditures for exploration and the payoff in pro- 
duction. On the other hand, certain general relationships appear to exist between 
exploratory effort, production, and reserves, and these cannot be completely 
disregarded. 


Growth in production 


To provide some background for the problem with which we are dealing, figure 
1 shows the tremendous growth in United States and world crude-oil production 
over the past half century. 


A paper delivered on November 10, 1952 
General manager of production, Standard Oil Co. (Indiana), Chicago, Tl. 
* General manager of distribution economics, Standard Oil Co. (Indiana), Chicago, II. 
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It can be noted from figure 1 that, from almost insignificant beginnings at the 
turn of the century, the rate of crude-oil production in the United States has 
grown steadily to more than 6,100,000 barrels per day in 1951. In September of 
this year the United States produced oil at a rate slightly above 6.5 millioa 
barrels per day. The average for the year, of course, will be somewhat less. 

World erude-oil production now stands at a little over 12 million barrels per 
day, with the largest producers of the free world outside the United States being 
Venezuela and the countries of the Middle East. One fact is evident from figure 
1. The growth in production of crude oil in the past decade has been much more 
rapid outside the continental United States than inside the borders of this coun- 
try. Even a casual observation of figure 1 naturally raises the question: “How 
long can we continue to produce oil at an expanding rate without becoming dan- 
gerously dependent on foreign sources of supply?” 
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United States crude-oil reserves 

In trying to answer this question, the first thing to examine is the inventory 
of proved crude-oil reserves standing on the books. Figure 2 shows the estimates 
of reserves prepared annually by the American Petroleum Institute from 1937 
to date. Figures on proved reserves prior to 1937 are not available on a consist 
ent basis. It will be noted that during the past 15 years our country has more 
than doubled its proved reserves of crude oil, and this does not take into account 
an additional reserve of 4 billion barrels of natural-gas liquids which adds about 
15 percent more reserve supply. And this result has been accomplished while we 
were producing 24 billion barrels of crude oil. Only during the war years has the 
industry failed to add substantially to its crude-oil reserves. This I attribute 
principally to lack of steel pipe and skilled manpower during the war to carry 
on normal activities. 


Reserves versus production 


Figure 3 shows the ratio of reserves on January 1 of each year to the annual 
production in the preceding year. It will be noted that this ratio has varied 
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from a low of about 11.5 in 1949 to a high of about 14.5 in 1940, and currently 
stands a little above 12. These are the figures which give rise to the claims of 
many uninformed persons that we are running out of oil; that our present supply 
will last only another 10, 12, or 14 years. In this connection, there are several 
things I should like to point out. 

In the first place, the reserve figures are proved reserves. Conservative figures 
on proved area, pay thickness, percentage recovery, etc., are used in making uy 
the estimates. The “probable” or “possible” reserves of new areas may be many 
times larger than the “proved” reserves, but the “proved” reserves are the ones 
making up the API figures. History has shown that API proved reserves for 
fields in the year of discovery are generally only 15 to 25 percent of the oil ulti- 
mately shown to be present. 


_U.S. CRUDE OIL RESERVES 
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In the second place, many wells now producing oil will continue to be produc- 
ing 50 years or more from now. Even if it were desirable to produce all our 
oil reserves in a period such as 12 or 13 years, it would be physically impossible 
to do so. 

Third, and most important, any such contention completely overlooks the fact 
that we are finding more oil every year than we are using, and there is every 
reason to believe that we shall continue to do so. 


Proved oil developed versus annual production 


It is more logical to look at our proved crude-oil reserves in the manner 
shown in figure 4. Here we have plotted the ratio of proved crude oil developed 
each year to the then current rate of production. Figure 4 shows that every 
year since 1937, with the exception of 1943, we have developed new oil at least 
equal to our production. Except for the war years, we have done much better 
than replace our withdrawals. In fact, over the 15-year period for which data 
are available, we have developed 1.6 barrels of oil to take the place of every 
barrel produced. This record certainly does not bear out the contention that 
we are running out of oil. 
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RESERVE GROWTH AND DRILLING ACTIVITY 


Basically, in order to develop new crude-oil reserves, wildcat and develop- 
ment wells must be drilled. Figure 5 shows the relation between total wells 
drilled and new reserves added. We have chosen to prepare figure 5 on the 
basis of 3-year moving averages, rather than on data for individual years. 

In years when money and pipe were available, new reserves added were high. 
During the war years of restricted steel availability, new reserves discovered 
were appreciably lower. It is only reasonable that this be so. 

Figure 6 is one which many of you have undoubtedly seen before in one 
form or another. It shows the relation between oil discovered by exploratory 
drilling and the cumulative amount of oil which has been discovered. Figure 
6 is based on data published every year by H. J. Struth, who takes the new re- 
serves added each year and credits them back to the year of the field's initial 
discovery; it is also based on the records of exploratory drilling published 
each year by F. H. Lahee. One of the serious difficulties of this procedure is 
that it gives an unreliable picture of recent discoveries, for the reason that 
sufficient time has not elapsed to prove up the ultimate reserves attributable 
to new fields. Analysis of Struth’s data indicates that, after about 8 years, 
revisions and extensions and almost nothing to the proved reserves of a given 
reservoir. On the other hand, experience has shown that ultimate reserves of 
a given field average from 4 to 6 times the reserve assigned to it in the year 
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of discovery. We have adjusted Struth’s data to recognize this situation, and 
I shall have more to say about it in just a moment. 


PROVED CRUDE OIL DEVELOPED VS 
TOTAL WELLS DRILLED 
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Figure 6 shows that, in 1935 and 1936, the average exploratory well discov- 
ered about 1,500,000 barrels of oil, whereas in 1951 the average exploratory well 


discovered less than 250,000 barrels of oil. Extrapolation of this curve, in an 
effort to determine the ultimate amount of oil to be produced in the United 
States can easily give any figure between 110 and 200 billion barrels. Of course, 
if figure 6 were large enough, we could extend the extrapolation curve beyond 
200 billion barrels 

‘igure 6 is a very interesting chart, and one dear to the hearts of exponents of 


the philosophy that we are running out of oil. Basically, it is their argument 
that oil is becoming haraer and harder to find and, even allowing for new dis- 
coveries, we shall soon exhaust the available prospects for new oil production. 

But I think this conclusion is unsound. In the first place, it is impossible in the 
year of discovery of any new field to estimate its ultimate production accurately. 
Even though an attempt is made to correct the basic data to allow for this 
situation, the correction factors are so large—from 4 to 6 times the size of the 
figures actually reported—that no reliance can truly be placed on the result. 
And, when these extrapolations of actual data are extrapolated themselves, the 
results are not dependable. 

In the second place, the drill is begin. ‘ng to be used more and more exten 
sively as an exploration tool. Geology and geophysics are invaluable tools for oil 
exploration, but they have never found one barrel of oil. The drill is the only 
tool which can do this. Drilling costs have gone up sharply in the past decade, 
but so have the costs of seismographing and other geophysical operations. In 
some areas where geophysical methods are unreliable, such as parts of the EKd- 
wards plateau country of west Texas, the drill is the only exploration technique 
which can be employed effectively. I have no doubt that the future will see 
increasing use of wildcat wells as an exploration tool—particularly so if the in- 
dustry is able to devise means of reducing drilling costs. 

On top of this, I interpret figure 6 to show only the trend in discoveries in 
oil provinces where the industry 1s now operating. There are large areas of the 
United States which have never been tapped by the drill, such as the Great Basin 
of Nevada, much of Arizona and western New Mexico, and large areas in the 
northern Rocky Mountains, to name but a few. The tidelands are relatively un- 
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developed, and only 2 years ago one could still say that there was no oil in the 
60-million-acre Williston Basin. I shall talk more about this later. Even in the 
known oil country there are some large and favorable areas which have not 
been adequately explored and drilled. The best of these are large ranches in the 
lower gulf coast and in west Texas. Where enormous ranches are owned in 
rich oi! territory, the present high income-tax rates tend to prevent exploration 
and postpone possible production to future years. If the landowner’s income is so 
large that he pays most of it to the Government in taxes, he is not interested in 
additional development which will increase income. Someday all of those areas 
will be drilled 
BASIS FOR THIS FORECAST 


Although this statistical series is interesting and, without question, informa 
tive, my associates and I have come to the conclusion that a more reliable picture 
of our future oil production can be obtained from the opinions of the men who 
must find the new oil prospects to drill, viz, the geologists and geophysicists 
In developing this forecast, we have consulted oil-finding people who work in all 
of the major producing provinces of the United States, and this forecast repre 
sents the consensus of their views. Estimates of future production potentials 
of the various areas have been cross checked with one another, and have been 
revised and adjusted to what we believe to be a mutually consistent basis and 
one not in conflict with such statistical evidence as can be employed 

For purposes of this study, each of several groups of exploration people was 
asked to prepare its forecasts on the assumption that a market would be avail- 
able for all the crude oil which could be produced at maximum efficient rate 
of production. With MER production rates as estimated, the number of future 
discoveries and wells necessary to produce at these rates can be derived After 
preparation of these estimates, and after the demand rates which Mr. Boatwright 
will discuss in his paper had been taken into aceount, it became evident that 
more oil would probably be available than could be consumed if the fields should 
be produced at MER rates. 

By a successive approximation procedure, it was then possible to estimate 
reserve producing capacity on a basis consistent with expected rates of production 

As a result of all of these adjustments, this forecast shows a substantial 
increase in reserve producing capacity over the next 15 years. If we continue 
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in a warlike economy for the next several years, it may be desirable to provide 
this reserve producing capacity. If, on the other hand, conditions change so 
that this extra capacity is not needed, the exploration and drilling programs 
of the industry will probably be curtailed, and will thus postpone the finding 
and development of some of the producing capacity forecast in this study. 

In considering these predictions, it should be kept in mind that geologists 
in the United States and Canada have been very successful in finding new oil 
fields during the past 2 or 3 years and are, therefore, optimistic about their 
continued ability to find oil. In the past few years the reef fields of west Texas 
have come into production. Development of the Spraberry sand in west Texas 

as been commenced; important new reserves have been found on the flanks 
of salt domes along the Gulf Coast; large new fields have been found in the 
prairie Provinces of Canada; new oil has been discovered in western Nebraska, 
eastern Colorado, and Utah; and, perhaps most important of all, a major new 
oil province has been opened in the Williston Basin. Had the present fore- 


cast been made 4 or 5 years ago, it might not have been so optimistic, and it 
i ossible that a similar forecast 5 years from now might be more pessimistic. 
But, notwithstanding this inherent question of accuracy, the oil finders’ appraisal 
of their future hunting ground is better than any outsider could possibly make. 

The present forecast of supplies includes a considerable amount of oil attributed 
to secondary recovery by ater-drive and gas-drive methods, but assumes no 
drastic change in these practices. The forecast contains no production which 
may ultimately be developed as a result of new secondary-recovery methods not 


ctice 


vet perfected in field y 
PRODUCTION AND AVAILABILITY 


Our forecast of production of crude oil and natural-gas liquids in the United 
States for the next 15 years is shown in figure 7. Figure 7 shows not only our 


forecast of production of crude oil and natural-gas liquids through 1967, but 


also our estimate of the Nation’s productive capacity. Several things are note- 
worthy about figure 7. First, we feel that domestic production of crude oil 
will contimue to increase over the period we have considered and, second, that 
the industry will be building up its producing capacity faster than production; 
in other words, we shall be finding oi! faster than we shall be using it. 

7 will be producing about 8 million barrels 


We estimate that the industry in 196 
per day of crude oil and 1,100,000 barrels per day of natural-gas liquids—a 
total of about 9,100,000 barrels per day. This is an increase of about 2,200,000 
barrels per day over present levels, or about 33 percent. Natural-gas liquids 
are expected to become an increasingly important part of our supply picture as 
gas sales increase and pressure-maintenance projects Come into more general 
use for increasing ultimate crude-oil recovery. 

It will be noted that the Nation’s productive capacity has appreciably exceeded 
actual production except during the vears immediately following the war, when 
release of the pent-up demand severely taxed the industry’s capacity. At present 
we have reserve producing capacity of about 900,000 barrels per day. Our fore- 
cast expects this reserve capacity to increase to about 1,900,000 barrels per day 
in 1967, or about 21 percent of the daily rate of production at that time. Mr. 
soatwright will have more to say about this in his discussion. 

In summary of figure 7, it is our conclusion that the domestic oil industry 
will find enough oil in the next 15 years to meet foreseeable demand and, bar- 
ring a major war with virtually complete cessation of imports, the industry 
will have a comfortable margin of producing capacity in excess of actual 
requirements. 

In order to reach a producing capacity of the magnitude shown in figure 7, 
the oil industry of the United States must find and develop approximately 49 
billion barrels of crude oil between January 1, 1952, and the end of 1967. As 
indicated in figure 8, this task should be measured by the industry’s production, 
from its beginning to date, of approximately 42 billion barrels and total 
discoveries to date (production plus reserves) of about 71 billion barrels. Our 
forecast indicates that, by the end of 1967, cumulative crude-oil discoveries 
should reach 120 billion barrels with proved reserves standing at 38 billion 
barrels—about 13 times the then current rate of production. If this task seems 
large, let me point out that, during the past 15 years (as shown in figure 8), 
the industry has added 39 billion barrels as compared with 49 billion forecast 
for the next 15 years. And it should not be forgotten that ours is a growing 
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industry; we are producing more oil, drilling more wells, and doing more ex- 
ploration than ever before. Today we are running almost 700 seismograph 
crews as compared with only 200 in 1937. More geologists are looking for oil 
than ever before. Although figures on employment of geologists by the industry 
are not available, an indirect measurement is afforded by membership in the 
American Association of Petroleum Geologists. AAPG membership has in- 
creased from 2,300 to 9,300 in the past 15 years—a fourfold increase. And it 
should be noticed that all of these yardsticks do not take into consideration the 
improvement in quality of our effort 
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In order to discover and develop these reserves, a substantial, although 
gradual, increase in drilling effort will be required, as shown in figure 9. Al- 
though we have forecast a sizable increase in exploratory drilling, the number 
of field development wells required will be not appreciably larger than at present. 
The total number of wells forecast for 1967, viz, 62,000, appears to be easily 
within the reach of the industry. 

Interesting, of course, will be the source of all this oil of the future. The 
following discussion and figure 10 will outline briefly the significant develop- 
ments expected in future years 

PAW District I covers the eastern section of the United States. In this area 
the only States now producing oil are New York, Pennsylvania, West Virginia, 
and Florida We are forecasting that this area will increase in production 
from about 69,000 barrels per day in 1951 to about 115,000 barrels per day in 
1967. We expect that the major part of this new oil will come from Florida, 
and that the old producing areas of New York, Pennsylvania, and West Virginia 
will continue their gradual decline. 

PAW District II covers principally the midcontinent area of the United 
States. We are estimating that production in this area will increase from 
1,176,000 barrels per day in 1951 to about 1,490,000 barrels per day in 1967. 
The major portion of this increase should come from North Dakota and South 
Dakota, for which States we are forecasting production at a rate of about 316,000 
barrels per day in 1967. At present there are two large-sized pools under 
development in North Dakota. Oil has been found in several different producing 
horizons in these pools, and 17 rigs are now actively drilling. We expect little 
change in production in other States of district IT. 

PAW District III includes States bordering the Guif Coast from Alabama to 
Texas, plus the States of Arkansas and New Mexico. We are estimating that 
production in this area will increase from 4,11! 000 barrels per day in 1951 to 
5,720,000 barrels per day in 1967. We expect Louisiana alone to increase from 
about 697,000 barrels per day to about 1,180,000 barrels per day, with about 290,- 
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000 barrels per day coming from offshore properties, as compared with about 
19,000 barrels per day last year. We expect to see Mississippi double its pro 
duction from 105,000 barrels per day to about 209,000 barrels per day. We expect 
to see the Texas offshore fields producing some 68,000 barrels per day 15 years 
from now. We anticipate substantial increases in production along the Texas 
Gulf Coast—from about 1,050,000 barrels per day to 1,530,000 barrels per day 
and almost as much from the prolific Permian Lasin of west Texas. 

The large thick sands encountered along the Gulf Coast pinch out on the 
flanks of most of the known salt domes. Exploration in this region in recent 
years has shown production from such pinch-out sands to be very prolific, and we 
anticipate substantial increases in production from this source in the future, 
Recent years, in west Texas, have seen discovery of the great reef fields of the 
eastern shelf, and there is every reason to believe that substantial accumula- 
tions of oil can be found in the Pennsylvania rocks along the edge cf the central 
basin uplift. Another significant development in recent years has been the dis- 
covery of Ellenberger production in the middle of the Permian Basin. Pegasus, 
Benedun, and Midland Farms are examples of such fields. There will Le many 
more. 

PAW District IV, which covers the Rocky Mountain area, is forecast as in- 
creasing in production from 297,000 barrels per day in 1951 to 619,000 barrels 
per day in 1967. We expect the Montana portion of the Williston Basin to grow 
to about 180,000 barrels per day in the next 15 years, and Wyoming's production 
to expand a little more than 100,009 barrels per day. Several impertant pools 
have already been found in eastern Montana, and a number of others are sure to 
be found in due course. 

In PAW District V, which covers the west coast, we expect the present rate of 
production of 1,052,000 barrels to be maintained at essentially present levels 
throughout the forecast period. Production onshore in California will probably 
decline, but this should be offset by development of the California tidelands. Our 
figures do not include any production from the Elk Hills Naval Reserve, which 
is a major reservoir, but which probably will not be produced unless we get into 
an all-out war. 

Although we have made no detailed forecast of the quality of crude oil which 
will be available in future years, there is some basis for belief that a higher 
proportion of low-sulfur crude will be available than has been the case in the 
recent past. Crude oil from the Williston Basin, from the offshore areas of 
Texas and Louisiana, and from the deep pays of the Permian Basin, by and large 
is low in sulfur content. These are the areas which should produce most of the 
additional oil which will be needed over the next 15 years. 
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NATURAL-GAS-LIQUIDS AVAILABILITY 


The preceding discussion has been concerned principally with availability of 
crude oil, but recent years have seen a dramatic increase in recovery of liquids 
from natural gas. Gasoline-plant capacity in the country has expanded enor- 
mously in recent years due to the emergence of repressuring as a common tool 
for increasing recovery of oil from known reservoirs. These plants recover 
large quantities of liquefied petroleum gas and natural gasoline. The use of such 
facilities will undoubtedly expand. We expect to see more natural-gas-liquids 
extraction plants installed along the large interstate gas pipelines to recover 
propane, butane, and heavier materials from gas streams intended for industrial 
or residential consumption. The industry’s development of salt cavity storage 
will provide badly needed facilities for storing LPG during slack demand periods 
for later recovery and marketing during periods of high demand. 
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We are forecasting that production of natural-gas liquids will rise from 
564,000 barrels in 1951 to about 1,(65,000 barrels per day in 1967. The larger 
proportion of volatile liquids available may necessitate some changes in refining 
operations, but growth will be gradual, and adjustments to use of this raw 
material will be made over a period of time. 


OTHER PROSPECTS FOR ADDITIONAL OIL 


If it should develop that the industry is unable to find oil by historic methods 
at the rates predicted in this forecast, we wili still have several other strings 
to our bow. 

Present methods of oil production, on the average, recover 25 to 35 percent 
of the vil in place in the ground. In fields where a natural water drive is 
present, such as east Texas, recoveries may ultimately be as high as 80 percent 
of the oil originally in place. In pools where a natural water drive is not 
present but where water injection can be practiced, recoveries can frequently 
be increased from 25 to 35 percent to the range of 40 to 60 percent of the oil in 
place. If technologists of the industry can devise means of substantially im- 
proving present recovery practices, we can add many billions of barrels to our 
known reserves at no finding cost, and can push even farther into the future 
the day when this country will be deficient in its oil supplies. This problem is 
being studied, and some of the ideas now in the laboratory or yet to be discovered 
may prove practical for field application. 

The figures of our forecast assume a normal increase in water flooding, gas 
injection, and other conventional methods of secondary recovery, but they do 
not recognize the possibility of any increased production through application of 
techniques not now in commercial use. 
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The map in figure 11 shows a general picture of the current and prospective 
oil-producing areas of the United States. It will be noted that there is a much 
larger area of this country which is potential oil territory than appears in the 
producing column today. Naturally, the oil industry has explored for oilfields 
in those territories which appear to have the best production prospects. But 
1 should like to point out that the large areas of the Williston Basin of the 
Dakotas and Montana, and the Uintah Basin of Utah and Colorado, had no oil 
production 5 years ago. They are now being actively explored and developed, 
and their producing areas will be enlarged still more. Any day one of these 
other prospective areas, such as the Great Basin in Nevada and Utah, south- 
eastern Colorado, the Salina Basin in Kansas and Nebraska, or any of several 
others, could break into the producing column. Improved techniques of seisino- 
graph and other geophysical methods, together with improvements in drilling 
practices, which would lower the cost of digging wells, could do much to extend 
the present producing area and productive capacity of this country. 


OIL CUTSIDE THE UNITED STATES 


This paper is primarily concerned with the availability of oil from domestic 
production for the r fineries of the United States, but any such discussion would 
not be complete without some comment on the foreign oil situation. At present 
reserves of oil and natural-gas liquids in the United States stand at sume 32 
billion barrels, as compared with some 74 billion barrels for the rest of the free 
world; 52 billion barrels of these reserves are located in the Middle Eust; most 
of the balance is located in Venezuela and other South American countries. 

At present the United States is importing a little more than 900,000 barrels 
per day of crude oil and refined products. lf production capacity of this 
country increases at the rates set out in this forecast, we expect to see a gradual 
increase in imports to about 1,420,000 barrels per day in 1967. By and large, 
we expect most of the foreign crude brought into this country to be processed 
in refineries along the east coast. Although we expect Canadian crude-oil 
production to increase from about 132,000 barrels per day in 1951 to 715,000 
barrels per day in 1967, we anticipate that imports of Canadian crude will be 
primarily for use in the Pacific Northwest and the area around the head of the 
Great Lakes. 
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Our estimates of foreign crude-oil production capacity indicate that there 
will be substantially more crude available to us than we shall probably permit 
to enter this country. As is well known, importation of crude oil is a matter 
subject to governmental regulation, and governmental regulation is a field in 
which forecasting is more of a guess than a science. 


CONCLUSION 


In considering the future supply of oil for the United States, I have one 
other chart I should like to discuss, viz., figure 12. In figure 12 we have shown 
a comparison between gross income received from crude-oil sales and total 
expenditures for drilling oil wells. To obtain the gross income, we have taken 
the Nation’s annual! production of crude oil and multiplied it by the average 
price per barrel. This gives a measure of the gross cash supply of the producing 
industry and, of course, disregards income from gas sales and other incidental 
operations, borrowings, and the fact that payments to royalty owners frequently 
are not reinvested in the business. We were somewhat handicapped in obtain- 
ing figures on well costs ov the industry, because complete records are not 
available. It is easy to obtain the total number of wells and the average depth 
drilled, but it is practically impossible to obtain an average cost per foot drilled 
because of the wide vaviations between areas and the fact that drilling costs 
increase at least geometrically with depth. For purposes of figure 12, we 
have taken some figures published last year by H. J. Struth which show the 
total cost of all wildcats and development dry holes, and we have assumed 
that these figures are a representative sample of all wells drilled. This assump- 
tion is subject to some criticism, but I do not believe deficiencies in the figures 
are material. We have checked the relationship shown with several independ- 
ent sources of information, and are convinced that the basic relationship 
depicted is correct. 

It will be noted that figure 12 shows a direct correlation between money 
available to the oil industry and the money spent for drilling wells. The line in 
figure 12 indicates that the industry spends a little more than 40 percent of its 
gross income for drilling. Although no precise figures are available, a roughly 
equivalent amount goes into exploration and leasing, and the balance goes into 
taxes, overhead, profit, and general expenses. The correlation is excellent, 
except during the years 1944, 1945, and 1946, when the industry continued to 
spend more than normal amounts of money for wells even though the price 
of crude oil was frozen at an unduly low level 

Now, as to the significance of figure 12, it indicates that drilling activity is 
related directly to industry income. If the oil-producing industry is to achieve 
the levels of production predicted in this forecast, it must have the money to 
do the exploration and development. If the Government takes a bigger tax 
bite; if the depletion allowance is reduced or done away with; or if arbitrary 
and costly regulations are imposed to restrict freedom of activity, each will have 
a direct bearing on the industry’s ability to find new oil. If the price of crude 
oil is fixed while drilling costs are permitted to rise, the total number of wells 


which can be drilled must necessarily be reduced. At this point I should like 
to remind vou that drilling costs, because of inflation, increasing depth, etc., 
have increased almost fivefold during the past 15 years; that they have in- 
creased substantia since the war; and that crude-oil prices have remained 


unchanged since 1947 


In conclusion, it is my firm conviction that the domestic oil industry can supply 
sufficient oil to meet al lof our needs for the foreseeable future; but, no matter 
whether the industry can do these things, the result will not be achieved unless 


the industry is permitted the freedom to do the job which has to be done. 
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GROSS RECEIPTS FROM CRUDE OIL 
SALES VS. EXPENDITURES 
FOR DRILLING WELLS 


(THREE YEAR AVERAGES) 
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GROSS RECEIPTS FROM CRUDE OIL SALES- 
MILLIONS OF DOLLARS 


FIG. 12 





EXPENDITURES FOR DRILLING WELLS-~ 


Part II 
(By John W. Boatwright) 
INTRODUCTION 


I should like to join Mr. Swearingen in expressing my appreciation for the 
privilege of being with you today We have had a great deal of fun preparing t 
material for these papers. Mr. Swearingen and his associates reviewed the 
possible future productive capacity irrespective of what the demand may be 
I started at the other extreme, and estimated what the demand might be irrespec 
tive of problems of availability. These estimates of demand were then made 
available to Mr. Swearingen so that he could determine the probable future 
production rates Reflecting these probable future production rates, he was able 
to build his estimate of future availability by years—recognizing a normal or 
expected production rate. A comparison of probable availability with the 
future consumption level indicates that supplies are adequate to meet total 
requirements. This comparison also reveals the probability of surplus supplies, 
the extent of the margin of safety and whether synthetic-fuel production is 
likely to be required during this time period 

The forecast of the extent of the market and the study of future probable 
supplies were not sufficient to answer all of the challenges which required con 
sideration. If the petroleum industry is to achieve the full satisfaction of 
petroleum needs, adequate facilities must be available for moving crude oil to 
the refineries and finished products to the market Refinery capacity must be 
adequate to process total needs, with a proper margin for security purposes 
These additional considerations are also covered in this analysis 

The authors of papers such as these should either present the assumptions 
underlying their work, or they should indicate that the work is based upon the 
broad assumption that present economic controls will be eliminated and that an 
industry free to make decisions on economic considerations will be reestablished. 
We have followed the latter course. But there are, and will be, many economic 
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problems which—depending upon the manner in which they are met—could 
greatly modify anticipated achievements. These will be touched upon briefly. 
Let us now turn to the probable needs for petroleum products. 


ANTICIPATED DEMAND 


The forecast of petroleum demand has been made giving recognition to the 
Nation’s total output of goods and services. No attempt was made to time a 
business recession or recessions although this possibility was clearly recognized. 
In reviewing a 15-year time period, I believe the basie growth factors of the 
economy to be more significant than annual deviations which may occur about 
that growth curve 

The anticipated growth of population, the expansion of industrial production, 
capital investment in new plants and durable equipment, the employment level, 
and other underlying basic economic trends were studied. Individual uses of 
petroleum were analyzed against that background. Total energy needs and the 
shifting proportion of the total supplied by petroleum, transportation require- 
ments represented by number of units and consumption per unit, radiation units 
installed and requir.ments per annum, and industrial processing with petroleum 
products were analyzed from historical data and probable future needs. Agricul- 
tural and other off-the-highway needs for gasuline and other petroleum products 
were studied. Allin all, several hundred indices of change were analyzed to the 
best of our ability in order to ascertain the probable future needs for petroleum 
products. You will be spared the detail of these separate studies, as we shall 
turn directly to the composite results (table 1). 


TABLE 1.—United States total demand 








Figures in thousands of barrels per day] 

| | | (nerease, 
Domestic | 1951 | 1955 1960 1965 1967 ie - 
} (percent) 

| 
| : 
Gasoline 2, 987 | 3, 545 | 3,919 | 4, 230 | 4, 359 46 
Kerosine and distillate fue 1, 569 | 1, 849 2, 064 | 2,210 | 2, 260 44 
Residual fuel i, 544 1, 648 1,716 1 1, 869 20 
Other products 943 1, 238 1, 490 1, 727 | 1,810 } 92 
lotal domestic demand, all prod- arty | Samael 
icts 7,043 8, 300 9, 180 9,990 10, 289 46 
otal exports = 423 165 125 120 20 72 
lotal demand, all products 7, 466 8, 465 9, 305 10, 110 10, 400 39 


Let us refer only to the more salient features of this forecast (table 1): 

1. Total domestic demand for petroleum products is forecast to increase from 
7,043,000 barrels to 10,280,000 barrels daily by 1967, or a 46-percent gain. Ex- 
ports should decline as a result of increased refinery capacity built in foreign 
lands. Reflecting the influence of this decline in exports, total deman:| for all 
products should increase trom 7,466,000 barrels to 10,400,000 barrels daily, or 
an increase of 39 percent. 

2. The forecast of domestic demand for gasoline, representing a 46-percent 
expansion, reflects our guess of growing military needs, as well as the increased 
requirements for civilian uses. Incidentally, the growth in gasoline require- 
ments would have been higher bad it not been for the competition we anticipate 
from the use of liquefied petroleum gas by trucks, tractors, buses, ete. 

3. The increase of 44 percent for kerosine and distillates reflects the growth 
of jet-fuel utilization, the continued trend to dieselization, and the growth of 
present uses and new uses for the product. 

4. The forecast of demand for residual fuel represents the smallest increase 
of any of the product classifications. Utilization of this product, by types of 
industries, presents contrasting trends—some increasing and some declining. 
Probably the most significant industry trend recognized was that oil-fired steam 
locomotives would be almost entirely converted to diesel fuel considerably prior 
to 1967. 

5. The most significant increase forecast applies to “other products,’ 


including 


lubricating oils, asphalts, waxes, petroleum chemicals, coke, still gas, and lique- 
fied petroleum gas. The sizable increase in volume of liquefied gas, representing 
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a gain of 175 percent, explaius the major proportion of growth anticipated for 
this class of products. 


TaBLeE 2.—Domestic availability versus total demand 


[Figures in thousands of barrels per day] 














j 
os caval otal inde o Margin of 
ility of erude "ae ~  * | domestic ' 
Woes ub t y of ace inclu o | “ = +e 
. _ ports | - * 
} gas juias — lemand 
1950 ai . | 7,123 | 6, 812 1 
1951 | 7 7 7. 467 70 
1ORF 8, 792 8, 4f 
1964 10, Ol¢ 9, 39 711 
10 10. 736 110 62 
10€ © 10, 902 10, 400 2 


THE ADEQUACY OF SUPPLIES 


Now let us turn to a comparison of demand with estimated supplies of crude oil 
and natural-gas liquids. This comparison is offered on two bases so that con 
clusions may be drawn which reflect the degree of conservatism of the individual 
reader. 

it will be noted from the comparison in table 2 that purely domestic supplies 
will be adequate to meet total needs without imports, and will still afford the 
Nation a protective cushion of about 5 percent. But this comparison is unrealistic 
to the extent that there will be imports of both crude and products. Striking a 
comparison on this basis, we arrive at table 3. 

Now it will be noted that the protective cushion ranges up to 2 million barrels 
daily, amounting to between 18 and 20 percent over requirements. The Petroleum 
Administration for Defense is now advocating for security reasions that reserve 
producing capacity be pushed to about 25 percent above total domestic demand, 
including imports. We do not feel that this level can be achieved without some 
major adjustments to the industry's drilling program. In fact, we doubt that 
the industry will be able to carry a margin of greater than approximately 20 
percent over current demand. 


TABLE 3.—Total availability versus total demand 


[Figures in thousands of barrels ner day] 





| 


j 

| 
| Total estimated | | 
supplies of crude | 

oil and natural 


Total demand, | Estimated mar- 
including exports| gin of total sup- 


| 
| 
| dorrestic pro- 





Year gas liquids from minus Imports of| ply over total 
| finished products | mi 
duction, plus | finishe i produc S} demand 
imports 
1950..._. - ¥ hie tL — v } 7,610 6, 449 | 1, 16! 
1951. é | §, 028 7,114 | 914 
1955 : ae Pale | 9, 492 8, 123 | 1, 269 
1960 ’ 3 ~dS0 10, 830 8, 928 | 1 902 
1965..... 11, 652 9, 637 | 2,015 
1967 ; ited 11, £37 | 9, 918 1,919 


There has been considerable study of production of synthetic fuels to supple- 
ment the availability of crude oil. Repeated study and analysis of this problem 
are healthy. To advocate building a synthetic industry, however, is to select 
the synthetic route as preferable to the traditional means of increasing supplies. 
This is a decision which should be based on economic considerations. I do not 
wish to enter into, or to discuss differences in, reports by committees, consultants, 
or the Bureau of Mines on this subject. But isn't the answer relatively clear? 
Men in petroleum are well acquainted with synthetic-fuel production processes. 
Petroleum capital will build such plants as soon as the conviction has been 
reached that production of synthetic fuels affords a more attractive return on 
investment than alternate use of that capital in customary development. Thus 
economic considerations will determine when synthetic plants will, and shouid, 
be built. 
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When may such economic conditions indicate that synthetic-plant production 
may be anticipated? No one knows. In terms of total supply, there appears to 
be a healthy cushion of sufficient magnitude for the next 15 years so that any 
construction as of this date would be at tremendous social cost. Also it should 
not be forgotten that our estimates of future availability of crude oil and natural! 
gas liquids reflect economic pressures for increased supplies. If the Govern- 
ment builds plants for producing synthetic fuels from shale, coal, or gas and thus 
competes with industry, this tends to reduce the private search for oil supplies 
from natural sources. If such plants are operated in competition with private 
industry and do not make money, then the total availability of oil is less than it 
would have been if the same amount of money had been spent for direct explora- 
tion. If these plants are not operated because they cannot operate at a profit, 
wastes are compounded to ridiculous amounts. And, to repeat, if they can be 
operated at a profit comparable with that earned from other sources of oil, oil 
men will build them 


TABLE 4. Estimated crude runs required 


[Thousands of barrels per day] 
1950 
1951 
1955 
1960 ome 
1965 - 


1967 ae=9 





PROBABLE CRUDE RUNS AND REFINERY CAPACITY 


Total requirements of petroleum products will be supplied from several dif- 
ferent sources. Imports of finished products, particularly heavy fuels, will con- 
tinue to supply an important part of demand. Transfers from crude and nat- 
ural-gas liquids will also supply an important segment of the total. After mak- 
ing these and other minor adjustments—such as losses, crude exports, and 
refined-product inventory changes—we find that the probable crude runs by years 
will be as indicated in table 4 

Let us assume that the ratio of crude runs to total capacity in 1967 will be 
approximately the levels maintained during recent years. This gives us a clue to 
the probable refining capacity of the industry. On this basis, total refinery 
capacity in the Nation will be approximately 10,700,000 barrels. This will re- 
quire an annual expansion of total refinery capacity of approximately 250,000 
barrels. Certainly this presents no unusual challenge to the industry in the 
light of what it has achieved since 1946—our average building rate per annum 
from 1946 through 1951 having been 320,000 barrels per day. And, when we 
think of total refinery building we must recognize that the industry will have 
to replace obsolete equipment as wel las add new capacity. Estimated expendi 
tures by refineries alone in 1952 will probably exceed $1 billion. 1 believe there is 
no question that the industry will provide adequate refining capacity to meet 
market needs 

In connection with constructing new refineries, some interesting new develop- 
ments will unquestionably be evidenced. Factors determining the economics of 
refinery location are changing. Technological progress of fuel reduction is result- 
ing in the higher yields of light products susceptible to pipeline movement and 
in lower yields of residual fuels not susceptible to low-cost transport movement. 
This changed pattern of yields, and the ICC limitation on earnings on crude-oil 
pipeline investment to 8 percent and the permissible rate of earnings of 10 
percent on product pipelines, are important factors in determining the location 
of a new refinery Inasmuch as new crude producing areas must be connected 
to future markets there are sound reasons for anticipating a greater dispersal of 
refineries—which offers the advantage of decentralization of military targets 
a greater dependence upon product pipelines, and a reduced relative dependence 
upon crude-oil pipelines. 

This brings us to a consideration of transportation problems. 


rRANSPORTATION REQUIREMENTS 


Increased quantities of crude oil and natural-gas liquids must be brought to 
the refinery, and the finished products must be moved from the refinery to the 
market. This means that transportation facilities will be expanded. Crude-oil 
pipelines will be built from new sources of crude to present refinery centers, and 
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to new refinery centers; whereas new product pipelines will be built from new 
refinery centers into markets which are presently served by pipelines, and into 
markets which are not today considered sufficiently concentrated to warrant 
expenditures for such facilities. 

We cannot go into the details of probably future pipeline construction from 
individual points of origin to individual destinations. Nor can the economic 
pressures which may come into existence be forecast with sufficient accuracy 
at this time to merit individual-project conclusions. This problem, trerefore, 
has been approached purely on a statistical basis. It would appear that crude 
oil and products trunkline traffic will increase by some 400 biilion barrel-miles 
This means that, between now and 1967, the industry will build a net increase 
to its present pipeline system equal to approximately half of present carrying 
capacity. 

{nother substantial consideration which needs to be recognized in the trans- 
portation factor is that the carrying capacity of ocean tankers will have to be 
increased. Adjustments of the carrying capacity of barges, tank cars, and 
truck transports will be made on a regular annual basis as may be needed by 
the market. 

Thus our review of the probably 15-year future leads us to certain basic 
conclusions. 

1. We feel confident that the future supply of crude oil and natural-g 

ill be adequate to meet the needs of a greatly expanded market. Nevertheless, 
we also feel that the demand for a larger backlog of producing capacity will re- 

ilt in greater and greater exploratory effort. 

2. Even though many have considered that the postwar refinery buildi 
programs were of a catching-up nature, it now appears that building at almost 
the average rate achieved since 1946 will be normal expectancy for the future 

3. Adjustments, changes, and constant expansion of transportation facilities 
will be needed in the future. 

Our analysis gives us confidence that the industry should be able to continue 
to do the job which it has always achieved, viz., supplying all the oil needed. 
“Growth” is perhaps the one word which best characterizes the future of our 
industry. 












FEW MAJOR ECONOMIC CONSIDERATIONS 


In the conduct of our study we encountered many economic uncertainties 
which had to be resolved by assumptions. The validity of our forecasts depends 
upon the accuracy of our judgments. We believe that you will be interested in 
these problems and in our conclusions regarding them. If subsequent events 
prove to be different from what we have concluded, then our prognostications 
would have to be changed. 

Monetar uv stability 

We have assumed a greater degree of monetary stability than has been in 
evidence in the past 5 years. This is an essential requirement to the accomplish 
ment of the objectives previously discussed I do not desire to discuss the 
effects of inflation or deflation on future industry growth. However, attention 
should be called to the fact that we are now in that phase of economic evolution 
when confiscation of property is reaching into investments in capital tools. 
l’erhaps we can best state it in this language: 

(a) Depreciation allowances for profit determination for income-tax purposes 
are inadequate to replace capital tools now in use. 

(0b) The understatement of depreciation results automatically in a correspond- 
ing overstatement of reported earnings. 

(c) Reported earnings are subject to graduated income-tax payments 

Hence we are actually paying an income tax every year on a part of the capital 
invested in fixed plant facilities. Therefore we are in a period of capital-tools 
confiscation. 

Obviously expansion cannot be built soundly upon such a foundation. If this 
industry and other industries in this country are to achieve the growth needed 
to meet the requirements of a greater population and defense objectives, it will 
be necessary that a certain stability of the purchasing power of the dollar be 
achieved. 


Financial requirements 


Most people look at an industry facing a substantial market expansion with 
considerable optimism. This is as it should be, but there is a problem which 
must be recognized. We, in petroleum, realize that frequently our expansion 
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capital must be expended from 2 to probably 6 years ahead of the period of 
actual need. That is why there is truth in a tendency recently expressed by a 
friend of mine—that the greater our sales, the poorer will be our cash position. 
Petroleum is a heavy capital-requirement industry. Its cash is frequently 
drained off to provide expansion required in the future. 

Very few people, either in or outside the industry, realize the magnitude of 
capital requirements which will have to be met to build for a future market of 
the size discussed. No one knows what the actual total investment will be. 
The best anyone can do is to approximate. Our approximations resulted in a 
staggering concept of future capital requirements. We believe that total future 
expenditures for exploration and development of necessary reserves, for trans- 
portation facilities, and for refining and distribution needs will average approxi- 
mately $5 billion per year. In fact, we are looking at a $75 billion program. 
This estimate is based upon the 1952 purchasing power of the dollar. If infla- 
tion continues, the amount will be correspondingly increased. 

We have assumed that the industry would finance this growth, but it cannot 
be financed from reserves and retained earnings. However, we believe it well 
for all members of the industry to recognize that financing industry expansion is 
one of our greatest future responsibilities. We feel that it is even more vital 
that people outside the industry appreciate the essentiality of the profit incen- 
tive, as well as the inescapable necessity of plowing back a part of earnings, if 
we are to continue to grow. 


Price frecdom 

What assumption should we make about future price regulation? We recog- 
nized that most of our historical pattern had been established when the economy 
was not subject to governmental price ceilings. We know also that prolonged 
price regulation leads to rigidities in an economy, and this inevitably retards 
growth. Hence we assumed that present price regulations as applicable to 
petroleum would not prevail for much of the 15 years under review. 

This appears to be a logical assumption, because: (a) supplies are consider- 
ably in excess of present rate of consumption; (0b) supplies are susceptible to 
substantial expansion both from domestic and foreign sources; (c) the geo- 
graphical distribution of supplies and the production rate of particular products 
are often adversely affected by intensive price ceilings; (d) price ceilings do not 
recognize growth requirements; (e€) a vast proportion of petroleum is now being 
sold at less than ceiling prices; and (f) the potentiality of increased foreign 
competition is ever present. 

In fact, we don’t see why price controls on petroleum could not be removed 
right now. 

HIGHWAY LIMITATIONS 


The data we have projected on cars in use and consumption per car cannot 
be achieved on the basis of present highway capacity. This economy is built 
to a large extent on an unusual degree of freedom of movement and transport 
via highways. We are convinced that many new highways must be built ; many 
of the present ones will have to be improved and modernized. Estimated ex- 
penditures for highway construction in 1953 range between $2.7 and $3 billion. 

We feel that such new transportation arteries as are constructed will have 
to be engineered with the same degree of skill and planning as that applied to 
private ventures. In fact, both the petroleum and automotive industries may 
find it desirable to establish a group of expert highway engineers to function 
in an advisory capacity to insure efficiency of highway planning, construction, 
and financing. 

The American public will pay a fair cost for making these additional facilities 
available. This is adequately demonstrated by the financial success of turn- 
pikes. Therefore, as a basic premise underlying our work, we have assumed that 
funds made available for highway construction will be used almost exclusively 
for that purpose, and that they will be wisely expended. 


INDUSTRY KNOW-HOW 


Money alone will not insure the growth needed. Money must be associated 
with industry problem-solving know-how. This presents a two-horned dilemma : 
(a) Broadening the training of more promising young men who will have to 
supervise the wider investments incident to a growth industry; and (b) retain- 
ing the productivity of some of our most successful industry members after the 
tax laws of the country have eliminated the economic incentive for further work. 
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The assumption regarding the first of these two was easy to reach. Larger 
capital requirements will necessitate careful supervision. This means that pres 
ent management will have to train a larger number of leaders to follow them. 
It seemed a logical conclusion that many companies in the industry would select 
their more promising young men and shift them from position to position so as 
to provide them with the broad basis of training necessary to meet the leader- 
ship requirements of the future. 

The second part of this problem is more difficult. Why should a skilled indi- 
idual continue to strive for greater accomplishments when he is denied the 
fruits of his labor by tax laws? And yet we know that our economy must have 
the benefit of the productivity of this class. Hence we have assumed the con 
tinued active contribution of the most successful persons of our industry, even 
though we appreciate that their present economic incentives are grossly in- 
idequate. 
LABOR RELATIONS 


The existence of monopoly places a deadening hand upon a company, an in 
dustry, and upon the total economy. One of the greatest satisfactions I have 
btained during my life as an economist in the oil industry is the deep convic- 
tion that it is ruled by strong, keen competition. I do not believe that an 
bjective student can study the behavior of this industry and reach any other 
conclusion. Strong competition must continue if we grow. 

Management-labor relationships in our industry have traditionally been on 
a local or, at the widest, on a company basis. This has been conducive to prog- 
ress, as evidenced by wages paid and employee bencfits received as fine as are 
enjoyed in any industry. gut efforts have been made to substitute bargaining 
m an industrywide basis. When industrywide negotiations come into existence, 
there is an ability to extort from the public, whether this ability is exercised or 
not. Interruptions of operations because of labor-management disagreement 
when on an industrywide basis are in fact actions against the public. 

There are competitive advantages incident to good labor-management relation- 
ships. Many in this industry are most anxious to see these advantages preserved 
both for labor and management. [Tor this reason we assumed that the general 
pattern of labor relationship would not change. 


DIVORCE MENT 


Competition in the market over a period of many years has built an industry 
structure designed to meet best the needs of the market. In many cases individ- 
ual firms have worked toward an integrated pattern for the purpose of supple- 
menting the market organizational function of competition. This has resulted 
in various degrees of integration on the part of the vast majority of firms en- 
gaged in the petroleum industry. 

I recognize that many organizations feel that the controversy involving inte- 
gration does not touch them, but it does—either through ownership of transpor- 
tation facilities, ownership of retail outlets, or ownership of an interest in more 
than one phase of the industry. 

There is a suit now pending which seeks to force a segregation of marketing 
from other phases of the industry. None of us knows how far this effort will go. 
We are confident that it is an effort to modify a structure which has been built 
as a result of competition in the industry. It pleads that additional curbs, or 
barriers, to the free flow of capital and effort be introduced with respect to the 
petroleum industry. Therefore. if atomization of this industry results from either 
udicial or legislative action, the forecast which has been presented is no longer 
valid. A chaotie condition not subjectto the sameeconomic laws which have 
existed in the past will be brought into being, and the premises upon which the 
forecasts were based no longer exist. 


REWARD TO CAPITAL 


This is an extremely complex subject to attempt to cover in a brief paragraph. 
Normally, we think of the claimants upon a productive capacity of an economy 
as being labor, capital, Government, and consumers. Labor receives a wage for 
its hire; capital receives an interest or dividends; the Government receives its 
portion through taxes; and the consumer should receive his portion through 
creater real purchasing power of the dollar because of lower prices. But ail 
laborers and all providers of capital are also consumers. Therefore, it is difficult 
to segregate the consumer's share of the output of goods and services. In 
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reality, if we recognize this overlapping, we could say that the claimants are but 
three, viz, labor, capital owners, and Government. Of these, Government has 
received the greatest rate of increase through higher and higher taxes. Labor 
has received an increasing proportion of gross national production. The pro- 
viders of capital have received a diminishing proportion. 

We have already seen the essentiality of tremendous capital outlays on the 
part of this industry. To achieve this growth is to the benefit of labor, Govern- 
ment, and the.providers of capital. A more equitable sharing of the fruits of 
production is a prerequisite to continued growth. We believe that rewards to 
capital have passed the low level, and that the future will see increased interest 
rates Hence we have assumed that the capital-supplying segment of our 
society will be more adequately compensated in the future, and that a more 
well-balanced participation in gross national production among capital, labor, 
ind Government w come into being. It must, if the forecasts are to be realized. 





CONCLUSION 


It has bee 1 real pleasure to bring together these thoughts concerning the 
outlook for petr im supply and demand, and to present them to you. I am sure 
vou realize that the authors alone could not have prepared all of the supporting 
evidence reviewed There have been many collaborators, both in the company 


and outside. We should like to express our appreciation to them for their 
invaluable assistance 

But, as to the forecast, we feel that there must be a word of caution. The 
industry alone cannot insure accomplishment of these objectives. If the Ameri 
ean people will create an environment characterized by monetary stability, free 
prices, intelligent labor relationships, and a sound highway-development program, 
this industry will supply the petroleum needed to meet full requirements. 


Mr. Masewsxt. They point out that: 
Page 1: 


rhe growth in production of crude oil in the past decade has been much more 
rapid outside the continental United States than inside its borders. Even a casual 
observation of the world’s crude oil production figures naturally raises the 
question : How long can we continue to produce oil at an expanding rate without 
becoming dangerously dependent on foreign sources of supply? 


Page 3: 


Except for the war years, we have done much better than replace our with- 
drawals. In fact, over the 15-year period for which data are available, we have 
developed 1.6 barre of oil to take the place of every barrel produced. This 





record certainly does not bear out the contention that we are running out of oil. 
Our estimates of foreign crude oil-production capacity indicate that there 
will be substantially more crude available to us than we shall probably permit 
to enter this country. As is well known, importation of crude is a matter sub- 
ject to governmental regulation, and governmental regulation is a field in which 
forecasting is more of a guess than a science. 
Page 11: 


In conclusion, it is my firm conviction that the domestic oil industry can supply 
sufficient oil to meet all of our needs for the foreseeable future. 


Page lo: 

The forecast of demand for residual fuel represents the smallest increase of 
any of the product classifications, 

These are the Standard Oil Co. economists in the Midwest who 
are making these statements, 

We realize that we cannot legislate for our neighbors to the north 
and to the south. We honestly believe that in the ihterest of national 
and hemispheric defense, excess crude petroleum and its derivatives 
in Canada and Mexico should be accepted and treated in our national 
commerce as if produced in the United States. Venezuela and our 
neighbors further south should be next in line for preferential treat- 
ment. 
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Everyone, friend or foe, recognizes how important petroleum is to 
defense. Oilisa direct and important munition of war. 

Our self-sufliciency as to oil and our very existence as a free nation 
are threatened. Recent months have brought evidence of the crip- 
pling effects of unrestrained imports. Principal producer-importers 
continue to assert—some even deny— that any prob lem exists. The 
players engaged competiti vely cannot be umpires. The highly com 
petitive oil game is neither athletic nor altruistic. 

Excessive imports have now become a problem of grave concern 
involving broad public policy. The failure to find a sound solution 
through industrial statesmanship leaves but one alternative. The 
Congress must now accept responsibility in the public interest. 

Hope for voluntary solution is vanishing and despite a long record 
of vigorous opposition to Federal regulation, I now urge the passage 
of H. R. 4688 and more particularly, because it does not conflict with 
the recently reported views of the President, who reiterated his stand 
for gradual reduction of foreign trade barriers, but said he is op 


posed to “complete and unregulated flow of goods” into this country. 

It is eepelnne with the President’s views outlined in his message 
to the Congress on April 14 ‘1953. concerning Government-owned 
synthetic rubber facilities. At that time the President expressed 


“hearty accord with the policy dete ae ion of the Congress that the 
secur ity interests of the Nation will best be served by the development 
of a free competitive synthetic rubber industry.” 

Congress said in section 2 of the Rubber Act, in part— 


It is the policy of the United States that there shall be maintained at all times 
in the interest of the national security and common defense, in addition to stock 


piles of natural rubber, a technoligically advanced and rapidly expandible rub 
ber-producing industry in the United States of sufficient capacity to insure the 
ivailability in times of national emergency of adequate supplies of synthetic 


rubber to meet the essential civilian, military and naval needs of the country. 


All of the above quotes are taken from page 3193 of the Congres 


sional Reeord—House, April 14, 1953. 
The President might well have been speaking of the domestic ail 
industry. 
H. R. 1688 does not adve rsely conflict with the views expressed by 
ecretary of State Dulles, who ippeared before your committee last 


week and counseled patience and a vear’s time for further study. 
I am sympathetic to this view; however, passage of H. R. 4688 will 
not hamper or impede or harm our relations with free nations, par 


ticularly if the importers of excessive oil into this country display the 


be cies statesmanship of which the y are capable and restrain them 


Ives during this 1-year period of “erace limbo.” Furthermore 
hia Bill specific ally permit s suspension of quotas in whole or in part 
by the President during any period in which he finds that there is an 


inadequacy of total petroleum supplies to meet national consumption 
This means anywhere in the Nation. 

We small-business men trust the President. We have implicit faith 
in his fairness. 

May I, in closing, respectfully suggest the transmittal by your com 
mittee to Secretary of State Dulles the following comment and recom- 
mendation, concerning the highly charged “powder keg” continuing 
controversy between the Iranian Government and the British-con- 
trolled Anglo-Iranian Oil Co 
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The original concessionaire in Persia, now Iran, William Knox 
D’Arcy, drilled the first producer about 1905. He found himself 
unable to finance the development of the oil property he discovered and 
in 1909 sold his interest to the predecessor of the Anglo-Lranian Oil 
Co. Since that time less than 300 wells have been dr illed on that con- 
cession—dry hole s and produ cers—currently 89 wells are capable of 


producing under restricted flow of 770.000 barrels d: aily. That is what 
ve were hecvar vd 1g when the shutdown occurred because of the con- 
vers 
The # re .fin ery at Abadan, the world’s largest, upward of 550,000 bar- 
rels daily capacity, lies dormant, although I am reliably informed is 
in go o operable condition. Due to shut-in produc tion because of lack 


of money, markets, and transport ation the economic and political sit- 
uation in Iran is growing graver by the hour. 

Why not in the interest of world peace doesn’t our State Department 
use its good offices to br ing an end to this dangerous situation which 
might well lead us to world war III and oblivion? Why continue to 


tempt fate and the Russian bear, while an intolerable situation further 


deteriorates. There are of course many sides and facts to the game 
of diplomacy that an ex-mule driver like myself does not pretend to 
know. Ido know what poverty, war, and t] he resultant suffering mean. 


Before the oil import situation as it affects this Nation can be per- 
manently and equitably solved—Iranian oil must be admitted into 
the world markets. Wisdom is better than valor and will save many 
more lives. 

I humbly plead that the international oil companies including our 
nationals take a good look at the hole card—each of us move over a 
little _— make room for Iranian oil and now. Let our diplomats, led 
by the capable and Honorable Secretary Dulles take hold and help iron 
out the db Geren es by peaceful and forthright negotiation. 

Vorld peace and justice demand it. 

Mr. Jenkins. You made a very fine statement, Mr. Majewski. Does 
anyone wish to ask questions ? 

Mr. Curtis of Missouri. Mr. Chairman, I would like to ask one 
thing: On page 8 in quoting, you stated that the oil industry can 
suppy oil to meet all of our needs for the foreseeable future. That 
expression “foreseeable future” was used by another witness. I don’t 
know just what that means. Are you talking possibly of a hundred 
years or 15 years ¢ 

Mr. Masewski. Well, I can best answer that by stating that in 1920 
I was cut off from a supply of petroleum products when there was 
still 6 billion barrels of reserves and ; was told I could get no more at 
the good old Standard Oil Co. of hos e days. Since then we now 
have upward of 30 billions of barrels of oil available to us here. 
Of course, the records are replete with figures of great consumption 
each year. The foreseeable future in this report is 15 years plus an- 
other 10 years. 

Mr. Curtis of Missouri. Thank you. 

Mr. Sapiak. Your cone luding paragr aphs interest me tremendously. 
I presume, though you had been quoting from some of your associates 
and outstanding men in the oil industry the last part is definitely your 
own plea. 

Mr. Masewskt. Yes, sir. 
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Mr. Saptak. You are not making a plea jointly with them? 
Mr. Masewsktr. No,sir. Iam making that on my own and on beha 

of many oil people who feel that unless that situation is resolved, ther I 
cannot be any solution to this import question. When you put 770,000 
barrels more of oil into the world market, then this country really 
will be in grave jeopardy. 

So wi ill every other fuel industry in this country be in grave jeopardy. 

You see, when Iran was shut in, the other Middle Eastern countries 
and Sumatra took over. It didn’t cost them any more to produce. 
That oil used to flow out of there like honey comes out for a little 
butterfly from a tree full of beehives, it comes out in such volume. 
What I want to tell you is that nobody is going to move aside unless 
somebody makes them. This is a great oil industry and I love every 
bit of it. But, boy, it has some selfishness in it. 1 don’t mean “boy” 
for you; that is my poverty of English. 

Mr. Saptax. You started out, as you mentioned, as a mule driver 

selling oil and cider. I didn’t know how they both mixed, but appar- 
( re you made a wonderful success of it. 

Mr. Magewsxt. I will tell you how they mixed. You see, part of 
the year there wasn’t much use for kerosene. We used it for lamps. 
People did drink a little cider. I kind of handled that hard cider and 
it was cheap. People instead of drinking rotgut whisky bought my 
nice cider. It helped me maintain my nice mules. F rankly, I learned 
a lot from those mules, both ends of them sometimes. 

Mr. Sapiax. One more question: The Iranian oil, I am tremen- 
dously interested in the residual oil part, primarily. If there was a 
resumption of oil imports into the United States from Iran, it would 

ot have any effect on the ee oil imports, would it ? 

Mr. Masewskt. Not here, but there would be an influx, I am afraid, 
of a great deal of crude oil into this country which would make resid- 
ual fuel, but no direct importations of fuel oil. 

You have a lot of heavy fuel closely adjacent to the United States, 
like Venezuela, which can be moved cheaply. 

Mr. Sapiak. I was getting at the known fact that we were no longer 
having importation of oil from Iran which you stressed in the last 
part of your formal statement. Is this nonimportation of Iranian oil 
the reason for a greater importation of me from Venezuela? Was 
a vacuum created by that cutoff which is now filled by the Venezuelan 
oil ? 

Mr. Masewsxt. No. And some of that oil that came from Iran is 
coming from Sumatra, and from a long distance away, but it is com- 
ing to the west coast, and also from the other Arab countries in the 
Persian Gulf. 

The CuarrMan. We thank you, Mr. Majewski. 

Mr. Masewskt. Thank you, gentlemen. 

The Cuarman. The next witness is Mr. H. B. Fell, president of 
the Simpson-Fell Oil Co., Ardmore, Okla., and executive vice presi- 
dent of the Independent Petroleum Association of Americ 
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STATEMENT OF H. B. FELL, PRESIDENT, SIMPSON-FELL OIL CO., 
ARDMORE, OKLA., EXECUTIVE VICE PRESIDENT, INDEPENDENT 
PETROLEUM ASSOCIATION 


Mr. Fei. Mr. Chairman and members of the committee, my name 
is H. B. Fell. I am president of the Simpson-Fell Oil Co. of Ard- 
more, Okla. ‘This company is a small oil and gas producing company 
and practically all of the stock is owned within the family. Since 
1929 I have been the executive vice president of the Independent 
Petroleum Association of America. 

I am a graduate civil engineer and have been engaged in natural 
resource industries my entire business life, having spent the last 32 
years in the oil and gas producing business. 

There was a quest — as to what percent of the domestic production 
was produced by the larger companies and what percent by the inde- 
pendents. The 22 ae companies, all of which are not importing 
companies, produce about 60 percent of the domestic oil and the thou- 
sands of other producers produce about 40 percent. There was also 
raised the question with reference to the imports from the Middle 
East. I would like to file for the record, Mr. Chairman, if I may, a 
table giving the imports of crude petroleum and petroleum products 
for the years 1948 through °52 and for January and February of 
1953, by countries, by products, total imports, et cetera. The table 
shows that from the Middle East, starting back in 1948, we were 
imporing into this country from that source 66,000 barrels daily. 
The figure now, in January 1953 is 199,000 barrels daily, and February 


173,000 barrels d: \ily, so that the imports from the Middle East have 
been increasing substantially. 

The CHirrman. Without objection that may be inserted into the 
record at this point. 
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(The table referred to follows :) 


Imports of crude petroleum and petroleum products 


[All figures in thousands varrels daily] 


CRUDE PETROLEUM 


Kuwait 
Saudi Arabia 


Total Middle East 
Venezuela 


Total crude 
REFINED PRODUCTS 


Residual fuel oil: 
Netherlands West Indi 


tal 
Distilled fuel oil 
Motor gasoline 
Other products 


By country 
Venezuela 
Netherlands West Indies 
Middle East 
Colombia 


Nt 
Viexico 


By tax « 


Includes free for Government use. 


Source: All figures from U. 8. Department of Commerce. Breakdown by country not shown for 
refined products because of small volume ( (At wil 1953). 


Mr. Fewu. There are certain basic facts which must be considered 
in dealing with the problem of petroleum imports. 

Our military, industrial, and transportation operations are cur- 
rently dependent upon an adequate supply of petroleum products. 
Petroleum furnishes well over 50 percent of all energy utilized in our 
Nation. During World War II over two-thirds of the entire tonnage 
shipped overseas for our military operation consisted of petroleum 
products supplied from within the borders of the United States. 

2. During World War II, and particularly in 1942 and 1943, the 
importing companies were unable to bring any substantial quantities 
of crude oil or its products into this country because of enemy sub- 
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marines. This demonstrated clearly that there is no security in foreigy 
oil for the defense of our own borders. Our excess domestic eroduc- 
tive capacity of approximately 1 million barrels per day at the begin- 

ng of World Ww ar II made possib le an adequate supp sly of petroleum 
all xlucts to enable ourselves and our allies to win that war. 
3. It is the responsibility, accordingly, of the domestic petroleum 
industry to be able to furnish suppli es of petrole “um to meet all peace 
time requirements and any wartime requirements that may devel lop. 

+. In order to meet its responsibility, the domestic oil industry must 
find and develop adequate reserves and productive capacity to meet 
all 3 requirements. 

Since we cannot rely on petroleum from foreign lands for the pro 
tection of our own borders, we must consider whether there are ade- 
quate sources available in the United States. In the Western Hemi- 


sphere our second line of defense as to petroleum is Canada, but their 


production of oil is not yet sufficient to meet their own demands. 
Be yond that we have no assurance of supply. We know what has 
hap pe ned in Mexico and Iran, and that the same thing may happen 
in other countries. 

In 1929 a program was proposed of importing all of the oil that we 
could and discour: ging’ oi exploration and de velopme nt in this coun 
try, SO as to keep our undiscovered oil in reserve. In 1931 the S re 
tary of “es Interior stated, “We must import as much foaaid oil as 
possible to save domestic supply.” Fortunately, you Members of 
Congress did not agree and acopte da policy of encour: igement to the 
domestic industry by the imposition of import taxes in 1932, During 
the next 8 years 1 mports were discour aged and 16 billion barrels of 
oil were found in the United States while we were consuming only 9 
billion barrels. Had imports been permitted to retard exploration 
for, and development of, domestic reserves and productive capacity, 
we could have lost rhe wy Wat r ‘2. 

Proven ability of the domestic industry: The past performance 
of the domestic oil industry demonstrates convincingly that it ca 
be depended upon to provide the Nation’s oil needs for the foreseeable 
future. 

The following chart, following this page, entitled “Oil Prophecies 

Realitie s” shows the history of United States oil production and 
emphasizes its vitality and growth ability. 

If you will refer to that chart, that heavy black line, going upward 
continually, practically, since 1860 up to 1950, shows the upward trend 
in the production of oil in our country. You will note a break in 1929, 
1930, 1931, and 1932, during the period of the depression when the 
demand went down. You will see another slight downward break in 
1939, when the first Venezuelan trade agreement was made and im- 
ports increased substantially. You will see another break downward 

domestic production in 1949, when imports were hurting us so badly 
and w — n we at that time appealed to the Tariff Commission for relief. 

(The chart referred to is herewith inserted. ) 

Throughout the history of the domestic petroleum industry there 

ive been repeated prophecies that this Nation was running out of oil 
ind that we would be unable to continue to expand domestic produc 
tion. This same chart demonstrates the falseness of these prophecies. 

You will note on that chart a prophecy made in 1914 when an official 
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of the United States Bureau of Mines said, “Total future production 
only 5.7 billion barrels.” That is all we would ever produce. Forty- 
two billion barrels were produc ed from 1941 through 1952, or 7 times 
his prediction. In 1931 I pointed out what the Secretary of the In- 
terior had said and oe ut was accomplished. In 1939 this statement 
was radiobroadcast by the Interior De ‘partment : “United States oil 
supplies will last only 13 years.” The 13 years ended in 1952 with 
new oil found exceeding production by 15 billion barrels during that 
period. In 1947 the Chief of the P etroleum Division of the State De- 
partment said, “Sufficient oil cannot be found in the United States.” 
Yet 5.1 billion barrels were found in the year 1951 alone of new oil, 
the largest volume in the history and more than twice the amount that 
we consumed. 

Total proved reserves of petroleum on December 31, 1952, were at 
an alltime high at approximately 33 billion barrels. In addition to 
proved reserves it is estimated that there are over 100 billion barrels 
of oil in known deposits, which are not recoverable under present tech 
nology. This may be recoverable as you know, Mr. Chairman, in the 
States of New York and Pennsylvania, as a result of further advance- 
ment in technology 

Beyond the known oil fields, the prospective area in our Nation 
favorable to the existence of undiscovered deposits of oil and gas is 
vast. This prospective area is about 100 times as large as the area of 
all the oil and gas fields discovered during the past 92 years of ex- 
ploration. 

In addition to the reserves of natural petroleum in the United States, 
there are enormous deposits of oil shale, coal, asphalt, and tar sands, 
from which liquid fuels may be obtained. The magnitude of these 
potential resources constitutes a source of supply adequate for gen- 
erations to come. 

I might add there that the consumer will never realize that transi- 
tion when it comes, under competitive, free enterprise. 

About a year and a half ago, the United States Geological Survey 
stated : 

The time has not yet arrived when a definitely accurate estimate of ultimate 
potential production can be made. 

They then added the following: 

If the future can be judged by the past, oil and gas will be found in sufficient 
quantities for many years to come. In the United States, adequate production 
has been a direct function of economic incentive. Until the unpredictable date 
at which that incentive fails to provide the needed supplies, there will be no 
coavincing evidence that we have reached the limits of our ability to expand the 
potential ultimate recoverable reserves of petroleum. 

The facts furnish convincing proof of the fallacy of prophecies 
that we will run out of oil in this country at any time in the foreseeable 
future. 

While there is no danger of running out of oil, there is a real danger 
that the domestic industry may be prevented ‘from developing ade- 
quate productive capacity. We must have a reserve Serre capac- 
ity, over and above current peacetime needs, to meet any war emer- 
gency. Military authorities and defense agencies have insisted that 
this objective be accomplished. Excessive imports are retarding this 
program. 
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To meet defense requirements, the Petroleum Administration for 
Defense set a drilling goal for 1953 of 55,000 wells in the United 
States. We are running below this program. 

The history of the domestic petroleum industry has established 
basic relationships which provide reliable guides as to what is needed 
to assure required expansion. 

Over a long period of years the record shows that for each foot 
of hole drilled approximately 25 barrels of recoverable new oil has 
been found and made available. This relationship reduces the prob- 
lem of increasing domestic petroleum supplies to a simple formula, 
namely, the more oil needed, the more drilling required. 

Also, historically we find that the number of wells drilled in the 
United States has followed closely the total value of the crude oil 
produced. An increase in the v: come of oil produced, whether due to 
increased market or improved prices, stimulates drilling and the dis- 
covery and development of new reserves. Drilling activity, there- 
fore, is related to both the production rate and price, the two incre- 
iments of total inc ome. This relationship results in another simple 
formula, namely, the more drilling required, the more income needed. 

Unfortunately for the Nation, imports have reached the level where 
it is economically impossible on account of our having our market 
taken away from us, for the domestic industry to accomplish the 
necessary expansion. Increasing imports mean less income to the 
domestic industry, less drilling, less reserves found, less productive 
capacity. In short, less security as to oil. 

The seriousness of this situation is emphasized by our present posi- 
tion as to reserve productive capacity. We are not in the favorable 
position that we en] ved at the beginning of World War II. At that 
time, the domestic oil industry was capable of producing 1 million 
barrels per day in excess of the then current demand. Today we 
do have a shut-in produ ction of : approximé ite ly 1 million barrels per 
day. This idle capacity, however, is due to cabana of about the same 
magnitude. Take away these imports and we have no reserve produc- 
tive capacity. In case of war and the loss of imports, productive 
capacity wonli | be inadequate to meet increased war needs. There is 
a great difference, gentlemen, between production shut-in because 
Ot imports versus a true reserve capac ity over requirements, 

I would like to caution this committee against being misled into 
believing that reserve capacity can be created by increasing imports 
and shutting in domestic production. In fact, such a policy operates 
to retard the domestic industry and reduce future capacity. 

That is what is now taking place. There has already been a reduc- 
tion of about 350,000 barrels daily in domestic production since the 
first of this year. Because of increasing imports, the domestic indus- 
try is being restricted when it should be expanding to keep pace with 
increasing consumpt ion. 

Previous witnesses have referred to the increases in petroleum i 1m 
ports. During the past few weeks, token reductions in imports have 
been announced by some companies. Recent declines in imports re- 
flect these token reductions as well as lower seasonal demands for re- 
sidual fuel oil. Witnesses favoring imports may try to leave the im- 
pression with this committee that these te mporary reductions consti- 


tute a permanent solution to the problem. This would be misleading. 
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The reductions do not reflect any basic change in trend. After taking 
their revised plans of the importers themselves into consideration, im- 
ports for the year 1953 are still expected to average about 1,070,000 
barrels daily, an inerease of 12 percent over 1952. 

{ would like to show this committee the extent to which imports 
have absorbed an increasing portion of the market in this country. 
For the years 1935 through 1941, total imports averaged 4.8 percent 
of domestic demand. From 1946 through 1951 they averaged 10.3 
percen In 1952 they amounted to 13.1 percent. In 1953 it is esti- 
mi ated ths at they will take at least 14 percent of the United States mar- 
ket. Complete details on the relationship of imports to demand, do- 
mestic production, and exports are shown in the attached tables. 

I would like to mention in passing, in connection with that matter, 
gentlemen, that in 1938 prior to the time that the first Venezuelan trade 
agreement went into effect, we were a net exporting Nation in petro- 
leum in the amount of 383,000 barrels daily. Today we are a net ex- 
porting Nation, in 1952, to the extent of 522,000 barrels daily, or we 

lave given up a market of around 905,000 barrels daily. 

Evidence of the loss of market to imported oil is found in the statis- 
tics covering the east-coast market. The volume of domestic crude 
refined in that area has declined since World War II while the amount 
of foreign oil refined has more than doubled. This refinery market for 
crude oil therefore has been frozen as far as domestic producers are 
concerned. Percentagewise about three-fourths of the crude oil re- 
fined on the east coast in 1945 came from domestic sources. But in the 
last half of 1952 less than one-half of the demand was met by domestic 
oll. 

I would like to point out to you that in 1942 and 1948, the war 
years, when they could not bring it in from foreign countries, 94 per- 
cent of the refined on the east coast came from our own wells j in this 
country and only 6 percent from foreign sources. In addition to crude 
oil, refined products are also received on the eas st coast from both for- 
eign and domestic sources. For crude and products combined the do- 
mestic industry now supplies about 65 percent of the east-coast market 
as compared with about 80 percent at the end of World War II. 

You can note from this that the domestic industry is gradually being 
pushed out of the east coast marketing area. 

The National Petroleum Council, the industry group advisory to 
the Government, found in 1949 that imports were harmful. At that 
time they amounted to 11.1 percent of domestic demand. Since the 
average for the years 1946 through 1951 was 10.3 percent, the directors 
of the Independent Petroleum Association of America concluded that 
imports should be limited to not over 10 percent of the domestic de- 
mand. We feel that this would be a fair and equitable relationship. 
We believe that none can conscientiously oppose it. It would put 
imports and domestic production on an equal basis so that each may 
fluctuate either up or down with consumption in the country. 

Unless imports are subject to some reasonable restriction, more and 
more of the United States market will be taken over by the 7 large 
companies that control about 90 percent of all oil produced in the 
free world outside the United States. Two of these companies are 
foreign-owned; the Dutch-Shell Group and the Anglo-Iranian Oil 
Co. Five are American; the Standard Oil Company of New Jersey ; 
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Gulf Oil Corp.; the Texas Co.; Standard Oil Co. of California; and 
the Socony-Vacuum Oil Co. 

Unless effective action is taken, the American consumer and our 
military safety as to oil will become increasingly dependent upon 
these few companies. It is important that the committee understand 
the extent to which these companies are interested in oil production 
outside the United States as shown in the following chart, the chart 
which follows this page. 

(The chart referred to follows:) 


PERCENT FOREIGN VS. 1952 
DOMESTIC CRUDE OIL 
PRODUCTION 


Five Large Importing Componies 1949 DOMESTIC FOREIGN 
37% 

1946 DOMESTIC Foreion 
45% 





PERCENT FOREIGN PRODUCTION 
1946 1949 1952 


Stondard Oil Co(NJ) 61 70 74 
Gulf Oil Corp 28 52 68 


FOREIGN 
“Et ee 





The Texas Compony 33 «=—46 52 
Standard Oil Co.(Colif} 31 40 52 


SOURCE. Annvol Reports of Compomes Socony-Vocuum Oil Co. #9 40 49 


Mr. Fevv. The above chart shows that the crude oil production of 
five principal importing companies is shifting from domestic to 
foreign areas. 

lor the five companies combined, their total production in 1952 was 
divided 63 percent foreign, and 37 percent domestic. This is a signifi- 
cant change from 1946, when only 43 percent of their total production 
was foreign oil. 

Comparable figures are shown for each of the five companies. For- 
eign crude oil now accounts for almost three-fourths of the total pro- 
duction of the Standard of New Jersey, for example. 

Where Gulf’s foreign production amounted to less than one-third of 
the total in 1946, foreign oil now represents more than two-thirds 
of Gulf’s total crude oil production. 

These companies have become primarily foreign rather than do- 
mestic producers. They have a natural interest, therefore, in increas- 
ing their imports into the United States to obtain the most satisfactory 
overall return on their investments. 

Unless some means are found to restrain this economic pressure, 
imports will continue to take over an increasing share of the market in 
this country. 
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We believe that it would be an unsound public policy to permit these 
few companies to increase their domination of domestic production 
rates and their control over our oii supplies. ‘Through imports, these 
companies have the power to control price and market outlets—the 
two elements that I have pointed out that are essential to the expansion 
of domestic oil activities. 

We are today at the point where a choice must be made as to whether 
our welfare and security as to oil will be placed in the hands of a few 
companies interested in foreign oil or in the hands of thousands of 
competitive units of a healthy domestic industry. 

In closing I wish to say that I believe that this is a matter of great 
public interest. The domestic petroleum industry has furnished ade- 
quate supplies of petroleum products at low prices over a period of 
many years. Gasoline is now selling at the filling stations at a price 
exclusive of tax, that is 9 cents less per gallon than it was in 1920, and 
at about the same as in 1926, and is 50 percent or more better gasoline. 
That is because of competition. We must not permit any condition to 
develop which will destroy competition in the domestic petroleum 
industry and thus endanger the domestic consumer. 

But even of greater importance is the question of national security. 
We must have petroleum and its products for our national security 
within the borders of the United States. That cannot be accomplished 
if imports are to continue at such excessive rates that the domestic 
producers are unable to carry on the exploration and development 
work essential to provide adequate supplies of petroleum within our 
own borders. Accordingly, it seems to me that the time has come 
when there is a need for congressional action in the public interest. 

I sincerely hope, gentlemen, that the Congress will act favorably 
by placing a restriction on imports of crude oil and products into 
this country. 

(The tables referred to follow :) 


Relationship of petroleum imports to demand and production, 1935-53 









lotal imports|Total imports|Total imports; Crude im- Net imports 
to domestic to total to total ports to crude to total 
demand demand production production demand 
Percent Percent Percent | Pereent | Percent 
1935 5.3 4.7 5.1 | 3.2 | 
l §.2 4.7 5.0 | 2.9 | 
1937... 4.9 4.3 4.3 2.1 | 
1938 4.8 4.1 4.3-| aT hae 
1939 4.8 4.2 4.5 | 2.6 | 
1940... 6.3 5.8 5.9 3.2 
1941 6.5 6.1 6.5 3.6 
Average 1935-41 5.5 4.9 §.1 2.9 
1942 2.5 2.3 2.5 9 
1943 4.2 3.8 4.0 9 | 
1944 5.5 4.9 5.2 2.7 
1945... 6.4 | 5.8 6.2 4.3 | 
Average 1952-45 4.8 4.3 4.6 2.3 
1946 ot 7.7 7.1 7.4 5.0 
1947 8.0 7.4 8.0 5.2 
1948 __. 8.9 8.4 8.7 6.4 2.4 
1949 __ 11.1 10.5 11.8 8.3 5. 2 
1950 13.1 12.5 14.4 9.0 8.0 
1951 12.0 11.3 12.6 8.0 . 6 
Average 1946-51 ‘ 10.3 9.7 10. 6 7.1 1.3 
1952 13.1 12.4 13.9 9.2 6.8 
1953 2 14.0 13. 5 15.7 10. 6 ¥.5 
1 1948-1951 average. 
? Estimated. 
Source: United States Bureau of Mines. 1953 imports based on company estimates submitted t Kas 


Railroad Commission, 1953 demand and production estimated by I. P. A. A 
Prepared by Independent Petroleum Association of America, March 1953 





1936 


1 
l 

193 
1938 
1939 
1940 
1941 
1942 
1943 
1944 


1947 
1048 


49 


Pr 


1014 





TRADE 





I ts 

| I 
t 
”) 
S44 
$49 
ee 1s 
Ho Ti 

4 

8 r 
170 ( 
a0 9 
19 
8 0 
Q 3 
RX 4 
; R4 
ul 108 
117 0 
139 ) 
34 ) 
38 j 
122 i 
204 9 
> 28 1 
r= 19, 
a3 ) 
421 ) 
487 ) 
91 78 
173 3 

a ses Indica 

ure United States Bure 

epared by the Independen 


AGREEMENTS 


tefined p 
Net - 
] Impo Ex] 
an 
RR 
is ; 
) 24 

17 48 

l 4 

32 45 

2 8 

, 32 

14 82 

105 119 

60 105 

17 82 

13 37 

lf 4] 

53 56 

49 68 

109 82 

140 76 

107 71 

2 112 

48 127 

4 f 

75 13 

2 13 

114 107 

20) 14] 

14 170 

244 160 

$30) 224 

392 $53 

113 3 

yO . 
pe bal 
1 of Mines and the Petroler 
t Petroleum Association of 


averages, 


housands of barrels 


A 


EXTENSION 


ACT 


a 2 

laily] 
Tro s 

Net ex 
port bal 
anes 

_ 1eAT 
193 [RE 
174 150 

2 184 
271 225 
275 230 

9 261 
4 308 
dvi 339 
37 293 
34 245 
271 165 
20 125 
192 155 
01 160 
212 156 
223 155 
289 207 
$19 243 
$20) 249 
216 104 
207 80 
228 163 
298 162 
474 344 
411 $04 
30 162 
$2 15 
0 100 
23 12 
<10 153) 
44 ’ 
353 22 

Almanac 
merica, 


May, 1953, 


OF 


United States imports and exports of crude oil and refined products, yearly 
1918 


ytal crude oil 





1953 


ind refined 


products 
Net ex- 
rts Exports | port bal- 
ance ! 
107 186 79 
148 175 27 
297 218 (79 
353 196 (157 
$73 204 (169) 
273 20 7 
258 32) 62 
214 31Z 98 
223 3351 138 
197 388 191 
250 $23 | 173 
298 447 | 149 
289 42) 140 
236 3il 105 
214 232 | 78 
124 272 | 168 
138 3'4 176 
144 353 209 
155 3150 } 204 
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The Cuatrman. We thank you, Mr. Fell, for your very fine and able 
statement. 


Are there any questions? 


There seem to be no questions. 


We certainly thank you for your 
appearance and contribution you have made to our information. 

Mr. Fevi. Thank you, sir. 
The Cuarrman. The committee will now stand adjourned until 10 
o'clock tomorrow morning. 
(Whereupon, at 3:37 p. m., the committee was recessed, to recon- 


vene at 10 a. m., Tuesday, May 12, 1953.) 
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TUESDAY, MAY 12, 1953 


Hovusr or REPRESENTATIVES, 
ComMMITTEE ON Ways AND MEAns, 
Washington, D. ¢ 


The committee met, pursuant to recess, at 10 a. m., in the main 
hearing room of the Committee on Ways and Means, Hon. Daniel A. 
Reed (chairman) presiding. 

The Cuarrman. The committee will come to order. 

Public hearings will continue on H. R. 4294. Today the commit- 
tee will hear testimony from proponents of the provision of the bill 
which imposes a quota limitation on imports of residual fuel oil. 

The committee will first hear from Members of Congress who have 
requested to appear in support of this legislation. 

We are now pleased to welcome as our first witness the Honorable 


Will E. Neal, of the Fourth District of West Virginia. 


STATEMENT OF HON. WILL E. NEAL, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF WEST VIRGINIA 


Mr. Neau. My name is Will E. Neal, a Representative from the 
Fourth C ongressional District of West Virginia. 

The CuarrMan. You may proceed. We are glad to have you here. 

Mr. Neat. I wish to thank you ge ntlemen for giving me this oppor- 
tunity to plead the cause of my constituents, the people of West Vir- 
ginia, whose welfare is built around and preponderantly geared to 
the production and marketing of coal. 

You will be hearing testimony from witnesses who, with intimate 
knowledge of past experience and with present difficulties confront- 
ing their industry, are much better qualified to present convincing 
facts and figures upon which your decisions will be made. They will 
discuss with you competition as it relates to coal; they will tell you 
what it is, where it comes from, where it goes, what it does, and warn 
of some of the dangers ahead. 

West Virginia is a State of 2 million souls. It is a mountainous 
area containing more natural beauties than can be found in any equal 
area in our Nation. Its timber, its oil, and its natural-gas reserves 
are rapidly vanishing, its arable land is limited. Coal? Coal we have 
in abundance. It is found in 47 of our 55 counties and geologists 
have estimated total original deposits at 6224 billion net tons, from 
which we have taken to date since the beginning of mining in our 
State in 1883 about 51% billion tons. In place, where Providence 
has put it, it is of no use to mankind. Capitalized and utilized, it 
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becomes the Black Giant of innumerable miracles. Upon its produc- 

tion and marketing West Virginia must largely depend for the well- 
being of her citizenry, the operation of her economy, the adminis- 
tration of her schools, and revenues for State and local government. 

With an existing productive capacity of 160 to 175 million tons 
per annum, which could be expanded year by year, the State will this 
year fall short of 120 million tons. Already penalized adversely by 
differentials in freight rates, in the last 5 years we have witnessed 
an increasingly unfair and destructive competition by cheap residual 
fuel oil admitted to this country from foreign refineries. It is sys- 
tematically priced to encourage its use as a substitute for coal. Its 
continued importation at prev: vailing rates of import duty, in r a gd 
mounting quantities, together with the vast volume of natural ga 
carried by pipelines, being relatively laborless fuels and having no 
welfare royalty tax attac hed to their costs of production, will further 
serve to drive coal from the fuel markets of the country. Further- 
more, there is the added competition by Government sponsored and 
financed hydroelectric power (built with or by some of the taxes the 
coal industry has paid) and the not improbable adaptation of atomic 
energy to domestic uses for heat and power. If these competitive 
elements, fuels, and forces continue to be permitted, unfairly we 
assert, the economic results will be disastrous, culminating in further 
and more widespread abandonment of mines and entire ‘whole coal- 
fields, cessation of employment and a total loss of vast capital in- 
vestments. Closed mines deteriorate very rapidly. Mines no longer 
in condition to meet the unusual demands for coal in emergencies 
such as we have experienced during the past 35 years would indeed 
cripple our defense efforts. 

The so-called captive mines are now producing the greater part 
of our Nation’s steel, but they are fast exhausting their resources. 
Even in peacetime they must depend upon commerce cial production to 
augment short supplies. Should our coal mines be permitted to 
deteriorate and in such condition be unable to meet the demands for 
fuel during an emergency of unusual character, to what prime source 
may we be expected to turn to supplant the Nation’s fuel shortage ? 

Section 13 (a) (2) of H. R. 4294 is designed to afford some relief 
from competition with foreign residual fuel oil which, in the period 

1946-1952, inclusive, has resulted in the tremendous influx that is 
so disastrous to coal mining and allied industries in our country. 

Self-preservation, gentlemen, is the first law of nature. As West 
Virginians, depending as we do upon the coal industry for our 
welfare, we naturally are intensely interested in the matter. But our 
anxiety reaches far beyond the borders of our State, because we realize 
that upon the ability of the coal industry to meet demands of national 
emergencies, the national security likewise depends. Without 
security at home, national security as it applies to our relations abroad 
will have little meaning. Security to West Virginians means op- 
portunity for employment. Unproductive coal mines deprives them 
of this opportunity. 

This section of H. R. 4294, if approved, will limit the import of 
residual fuel oil, and this limitation will materially help toward 
the preservation of the industry so vital to our Nation. I hope the 
committee will see the advantage of doing so. 
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The CHatrman, Does that conclude your statement ? 

Mr. Nea. Yes, sir. 

The Caamman. We thank you very much for your fine statement. 

Mr. Jenkins will inquire. 

Mr. Jenkins. I wish to say this: Dr. Neal is a resident in West 
Virginia, and, as a lifelong resident of West Virginia, his opinion 
s worth something to me. "T agree with everything he has said. 

Doctor, I want to ask you one question: In my district I have been 
over o coal sections of my State and I find a good deal of distress 
and a good deal of unemployment. What is the situation in your 
coal lesa sections / 

Mr. Ny AL. The situs ition hi as been crowing progressive ly worse for 
the past 2 years. Mines throughout the whole area of West Virginia 
have had to close. Not only some of the valine ones but many of 
the larger ones have had to close for want of markets for their coal. 
it is purely a lack of markets that has caused this condition. About 
the numbers of people that have gone out of employment because of 
these closures, I am not quite able to give you, but they will be given to 
you in later reports. 

Mr. Jenkins. That is all, Mr. Chairman. 

The Cramman. We thank you for your statement. You have made 
a fine contribution here. 

Mr. Neat. Thank you, gentlemen. 

The Cuarrman. We will now hear Hon. Robert C. Byrd, of West 
Virginia. 


STATEMENT OF HON. ROBERT C. BYRD, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF WEST VIRGINIA 


Mr. Byrp. Mr. Chairman, in view of the importance of H. R. 4294 

Simpson bill) concerning the extension of the Trade Agreements 
Act with its attendant provisions to protect American industry and 
American labor, I wish to submit this brief statement confirming my 
support of the bill. 

My interest stems primarily from the fact that in this bill there is 
an overall quota established for 10 percent in crude petroleum and a 
general proviso of 5 percent on residual fuel oil based on domestic 
demand for this fuel in the corresponding quarter of the previous year. 

West Virginia is the premier coal-producing State in the Union. 
There are workable seams of coal underlying 49 of West Virginia’s 
55 counties, and at the present time there are active mines in 37 of 
these counties. In the last century and a half more than 5 billion 
tons of coal have come from the rich veins of this State, yet less than 
10 percent of the original recoverable supply has been taken from 
the ground. 

Coal is West Virginia’s basic industry, and the welfare of most of 
our other industries and nearly all of our 2: million men, women, and 
children is directly dependent upon the economic well-being of the 
coal industry. 

For the information of this committee I offer the following table 
showing how much coal has been produced in the United States in 
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the past 8 years, with West Virginia’s production and her percentage 
of the national total: 


Bituminous coal production 





| Thousa of net t 
United West : . 
Ye Stat Virginia Percen tag 
194 152, 0°5 MH. 32 
194 144, 020 26. 97 
1947 176, 157 27. 9: 
1948 148, 862 mR 
1949 122, 610 28. ( 
19 144, 116 27. 91 
195! 533, 665 163,3°0 30. £0 
1952 465, 000 142, 180 30. 5S 


I also include figures on the total wages of bituminous coal miners 
in the United States and in West Virginia, again including the per 
centage for my State of the national total. 


Bituminous coal miners’ u ages 


Chousands of dollars 


vy United State eo | Percentage 





{ j 424 7. 
‘ ' 2 G4 7 
MS l 4, O20 29. 83 
{ 6, AR 20,10 
1 1,119, SRS 20. 50 
l 1, 227, 2% 32. 39 
yt RTE 32. 25 


The congressional district which I represent produces more than 
one-third of West Virginia’s total coal output. The population of 
this district is 446,466. The normal working force at our mines is 
about 35,000; thus well over 40 percent of our adult male population 
is employed by the coal industry. If any further proof of the im- 
portance of coal to this district is needed, I call your attention to the 
fact that in 1952 the payroll at our mines was in excess of $110 million. 
Unfortunately, however, that figure was approximately $18 million 
under the 1951 payroll, and a loss of this magnitude had a telling ef- 
fect upon the welfare of the families of our district. What is worse, 
another sharp decline is expected to be experienced in the current 
year, and it is for this reason that I am calling upon this committee 
to provide protection for my people against the factor that is chiefly 
responsible for the gloom of economic depression that is encompass- 
ing our district. That factor is residual oil, imported from refineries 
in lands far away and shipped into normal coal markets on the east 
coast of the United States. It is causing distress in my district and in 
the entire State of West Virginia. 

According to official Government figures, the residual oil imported 
into this country in 1952 was equivalent in energy value to about 31 
million tons of bituminous coal. If the percentage is equitably dis- 
tributed, it means that almost 10 million tons of coal remained unmined 


in West. Virginia. 
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The trend of the increasing usage of this foreign fuel is explained 
statistically in the number of men now employed in the mines of our 
State. In aoe 1952 we had 14,100 less men employed in the 
coal mines than in December 1951. More recent closings of mines 
have deprived more than 6,800 other men of their jobs in ‘and around 
the mines. The effect of these shutdowns on the domestic economy is 
obvious: It not only deprives mining employees and their families of 
an income necessary to subsistence, but it has the same effect on em- 
ployees of railroads, allied industries, and on personnel of the local 
business houses where these people trade. It cuts down on tax revenue 
that is to be used for the upkeep of school systems, police and fire serv- 
ces, and other necessary State and community functions. 

I have many letters from chambers of commerce and other civic 
organizations, in addition to the many more from employees of coal 
mines and other affected industries, appealing for some relief from 
the injustice of our Government’s permitting a foreign product to 
deprive our people of the God-given right to earn a living. I also 
have letters from veteran miners and company officials warning that 
by permitting mines to close we are endangering the security of the 
Nation. T hey know from experience that if another war should come 
there will be such a great demand for coal that it cannot be met if 
our mines continue to shut down and our people move out of coal- 
mining towns to seek employment elsewhere. Nor are our people 
alone in calling attention to the security consideration, 

Phe United States Bureau of Mines has cautioned that another war 
could create a petroleum shortage and necessitate numerous conver- 
sions to coal in both industrial and domestic use. It has warned 
that the coal industry will be expected to take on a 50 percent over- 
load in case of a national emergency. 

Che Munitions Board has recommended that because of the extraor- 
dinary demands of a war economy for oil and gas, coal should be 
used in preference to other fuels by military installations and mili- 
t: ryeiptieaaieed industrial facilities. And the National Securities 
Board has warned the country’s railroads that a large — of 
coal burning steam locomotives should be kept in readiness in ase 
of an emergency. 

It, seems strange that in this time of world unrest the United States 
should not be concerned with the welfare of the coal industry, inas- 
much as we have ample warning that in time of all-out war the big 
reliance and need will be for the immediate expansion of coal pro- 
duction. 

The present residual oi] import program is in contradiction even 
to the stated policy of the United States petroleum industry, which 
has specifically given assurance that foreign shipments were to supple- 
ment and not to supplant domestic supplies. 

Mr. Chairman, the evidence that foreign residual oil is taking the 
place of coal and driving our men into the ranks of the unemployed 
is unimpeachable. Yet, we are asked to continue prevailing policies 
for at least a year despite the fact that the resultant economic dis- 
tress is generally | known. Who is going to accept the responsibility 
of keeping our miners out of work for another 12 months? Who is 
going to accept the responsibility of making it necessary for our 
miners and their wives and children to go without proper nourishment 
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over that long 12-month period? When the cold days of next fall 
and winter are upon us and the children are in need of warm clothing, 
who will be willing to look back and admit that he refused to give 
heed to the plea of those families when he had the opportunity / 

This is our opportunity. Now is the time when protection for 
these people must be provided, Congress must not fail to respond 
to their entreaties for legislation against unfair foreign competition. 
They have asked me, as their Representative in Congress, to relay 
their request to this committee. They are praying for a chance to 
return to work—not 12 months from now, but in the days immediately 
ahead. Will you please make it possible for them to do so ¢ 

I thank you for permitting me to submit this statement. 

The Chairman. Thank you, Mr. Byrd, for the information you 
have given the committee. 

Mr. Byrp. Thank you, Mr. Chairman. 

The CHatrrMan. It isa pleasure now to hear the Honorable James E. 
Van Zandt, of Pennsylvania. We are very happy to see you here, 
sir. While we know you well, please state your name for the record, 


STATEMENT OF HON. JAMES E. VAN ZANDT, A REPRESENTATIVE 
IN CONGRESS FROM THE STATE OF PENNSYLVANIA 


Mr. Van Zanpr. My name is James E. Van Zandt, representing the 
20th District of Pennsylvania. 

Mr. Chairman, thank you very much for the privilege of appearing 
before the committee. 

The residents of Pennsylvania are in favor of reciprocal trade 
agreements, realizing that the United States as a member of the fam 
ily of nations must adhere to a policy of reciprocity in the field of 
world trade. 

In supporting reciprocal trade agreements, the people of Pennsyl- 
vania do so with the reservation that such agreements retain the peril- 
point amendment so necessary to the preservation of America’s basic 
industries and the protection of the American wage earner. 

Many of the members of this committee know of my efforts over a 
period of years to consider reciprocal trade in a realistic manner. 
keeping in mind the damaging effect that can result from an unre- 
stricted flood of cheaply manufactured foreigu goods that threatens 
the jobs of American workmen. 

In Pennsylvania we have little difficulty recognizing the disastrous 
effects on our economy by the importation of foreign goods manu fac- 
tured at a fraction of the wages paid American workmen. As you 
know, we have diversified industries in Pennsylvania and, like many 
other States, the importation of cheaply manufactured foreign goods 
has created serious unemployment problems. 

A few of the industries adversely affected by foreign imports in- 
clude watches and parts, motorcycles, chinaware and pottery, hard- 
ware and plumbing supplies, sewing machines, luggage and leather 
goods, w: allpaper, hides, textiles, as well as the glass, coal, railroads, 
and related industries. 

Employees of these industries have not only lost their jobs but 
many of the manufacturing plants and mines have been driven to 
financial distress, and in some instances have closed their doors. 
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Time will not permit me to discuss in detail what has happened to 
the various industries I mentoined. Therefore, I want to consume the 
remainder of the time allotted me by discussing the adverse effect 
foreign residual oil is having on Pennsylvania’s basic industries— 
coal and railroads, 

To be brutally frank, the bituminous coal industry in Pennsylvania 
is in a desperate condition and while there are other factors that have 
contributed to its plight, the one that has done the most serious damage 
is the importation of foreign residual oil, which because of its uncon- 
trolled selling price, has erected a barrier of unfair competition so 
that it has captured the eastern seaboard market of the Pennsylvania 
bituminous-coal industry. 

‘The following brief compilation discloses a statistical picture of the 
decline in bituminous-coal operations in Pennsylvania since 1946. In 
a matter of 6 years we have lost some 60,774,700 tons, and we have lost 
likewise 41,259 jobs in the coal industry. 

I am sure that you will recognize the i impact to the economy of the 
State of Pennsylvania in the decline in annual production of 60,744,700 
net tons of coal over a 6-year period and the decline in coal-mining 
employment of 41,259 e mployees. The loss in revenue to the economy 
of Pennsylvania amounted to $350 million, not to mention the loss in 
railroad revenue and in other allied industries, together with the wages 
lost due to unemployment. 

In the central Pennsylvania area where my congressional district 

s located, the production of bituminous coal is the major industry 
oa for many years our regular customers have been from the eastern 
seaboard area who purchase annually millions of tons of our coal. 

Mr. Chairman, no other area in the United States has felt the impact 
of the importation of foreign residual oil more acutely than has central 
Pennsylvania, because of its proximity to the eastern seaboard which 
is the natural market for central Pennsylvania coals, 

Since October 1, 1952, which is a period of less than 7 months, in 
the central Pennsylvania area alone, 17 bitumionus coal mines have 
closed, throwing out of work 1,956 men, which represents a loss of more 
than 2 million man-hours. 

‘These closed mines produced in 1952, 1,573,174 net tons, which means 
an annual loss of $8,500,000 to the coal industry; $5,250,000 loss in 
wages, and more than $5 million loss in railroad freight revenue. 

In addition to the 17 bituminous coal mines that have closed in cen- 
tral Pennsylvania area, 11 other mines have laid off 611 men and even- 
tually will close down entirely, unless the flood of foreign residual oil 
is halted. 

Mr. Chairman, I am sure that you and your committee will readily 

see that we who reside in the central Pennsylvania area are really 
faced with great difficulties because our eastern seaboard coal mar- 
kets are being captured by the unrestricted flood of cheap foreign 
residual oil. This means railroad terminals are being abandoned, 
ghosttowns are developing and unemployment exists to the point 
where the United States Department of Labor has classified the cen- 
tral Pennsylvania area as a critical area because of the supply of 
surplus labor. 

While we are gravely concerned with the economy of Pennsylvania, 
yet there are other aspects to the general situation that I feel I am war- 
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ranted in calling to your attention because they concern the na- 
tional fuel situation in its relationship to our national security. 

Mr. Chairman, when a coal mine is closed, it is not readily reopened. 
At the time of closing, the pumps and other equipment are removed 
and the mine fills up with water. Coal mines cannot be wrapped in 
mothballs, and stored for an indefinited period like tanks, guns, 
and battleships for almost instant restoration to active use, in the event 
of anational emergency. For all practical purposes, a coal mine is per- 
manently closed and all recoverable natural resources are lost for the 
future. 

During World War II we reached our peak in coal production when 
in 1 year we mined 630 million tons. Included in this 630 million was 
139 million tons of strip coal which as you know is that coal lying near 
the surface and easy to recover. However, this easy coal is gone and 
the reserves of strip coal no longer exist. 

It is interesting to observe a statement made during World War II 
by the late Secretary of the Interior Ickes, when he ss aid that the pro- 
duction of bituminous coal was a vital factor in winning the war. 

Mr. Chairman, there is truth in Secretary Ickes’ statement because 
coal has always played an important role in our national defense. 
With the permanent closing of coal mines that is taking place today 
and the decline in the available easily recoverable strip coal I doubt 
very much whether we would be able, should be get into war, to pro- 
duce a sufficient quantity of coal to satisfy the national needs. 

In making this statement, I am assuming that should we get into 
an all-out World War II] that enemy submarine action will again 
interrupt our lines of communications as it did in World War I and 
World War II with the result that great quantities of residual oil now 
being imported into our country would be suddenly cut off and those 
industries presently using residual oil would have to turn to coal. 

The same thing would apply to crude oil and I say to you, what 
would factories, churches, schools, apartment houses, and places of 
business now using imported oil, do for heat and power in the event of 
a national emergency / 

Mr. Chairman, shipments of foreign oil could be stopped over night 
in the event of an international crisis, but the coal industry cannot 
accelerate its production to meet the Nation’s increased fuel re- 
quirements in a national emergency if its operations continue to be 
impaired as they are under present conditions. 

Summarizing my presentation, let me emphasize that the plight of 
the coal industry is not solely a question of free trade; nor is 1t a ques- 
tion alone of ne: an economic saviour for the coal and related in- 
dustries; but rather it is a question as to whether our Nation can re- 
tain its eee a as the leader of free nations and at the same 
time maintain an adequate national defense without the aid of a 
healthy coal industry. 

Mr. Chairman, the unwarranted flood of foreign residual oi] must 
be stopped and it can be stopped if this committee and the Congress of 
the United States will look the facts squarely in the face and establish 
a 5 percent limitation on imports of foreign residual oil as provided 
for in subparagraph 2, page 14, of the Simpson bill, H. R. 4294 

Thank you very much for your attention and I sincerely hope that 
your committee will take favorable action on my request to curb the 
unrestricted flow of foreign residual oil. 
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The CuatrmMan. Does that conclude your statement ¢ 

Mr. Van Zanvpr. That concludes the statement. 

The Cuatrman. I want to compliment you upon the fine presenta- 
tion. I know of no man who is better qualified to speak on the rela- 
tionship of coal to national defense than you are. You have contrib 
uted greatly to the defense of o country personally. You have been 
in all parts of the world in the Navy, and you are fully familiar with 
the important part coal plays in our national defense. We thank you 
for your presentation. 

Mr. Simpson will inquire. 

Mr. Stmpvson. I want to first of all compliment the people of your 
congressional district, Mr. Van Zandt, for their great wisdom in re 
turning you to the Congress, where you represent them so well. I, too, 
complime nt you for your consideration of the committee, in so rapidly 
going through your statement. I have had the privilege of reading 
back over the part of the statement which you omitted in considera 
tion of the committee’s time. I hope the committee will review that 
part. 

With respect to the serious damage now being done to the coal in- 
dustry, so important in your congressional district and mine, and in 
fact, throughout all central Pennsylvania, and other lmportant coal 
producing States, it is the fact that in this industry we can actually 
point the finger to one single item which is the cause of the distress 
now prevailing in those coal producing areas. That item is foreign 
residual oil. ‘That is dumped on our market, in effect, is it not? Will 
you enlarge a bit on that which appears on page 5 of your statement / 

Mr. Van Zanpr. It is produced in the Caribbean area, and shipped 
to the eastern seaboard at a cost which represents a net profit since 
the producer has no other market for it, and the selling price on the 
east coast is always below the price of a ton of coal. 

Mr. Simpson. In other words, they can adjust that price low enough 
to shut our mines down and then take the market ? 

Mr. Van Zanpr. Exactly. 

Mr. Srueson. Otherwise, they dump it into the ocean or get rid 
of it some way. 

Mr. Van Zanpr, That is correct. It is a waste product. 

Mr. Simpson, So it is certainly a dumped product in the sense that 
there is no other use for it unless they can take our market ¢ 

Mr. Van Zanpr. That is right. 

Mr. Simpson. You feel, along with me, that the economy of the Na- 
tion cannot stand the disruption in our coal business while at the same 
time maintaining our national defense requirements. 1 compliment 
you, also, on your statement, and with you, hope the committee will 
take favorable action. 

Mr. Van Zanvr. Mr. Chairman, may I make one more statement ? 

The Cuamman. You certainly may. 

Mr. Van Zanpr. I think the committee should take into considera- 
tion what is happening to the coal miners in our central Pennsylvania 
area. As the mines close down, miners migrate to other sections of 
the United States, thus leaving the coal business. Keep in mind that 
if we ever do move into an international crisis or all-out world war 
[TI, in addition to having to reopen these mines which will take months 
and months, above all, we are going to have to get the necessary man- 
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power. Frankly, I doubt whether we can reach into these other in- 
clustries and lure them back to the coalfields. 

The Cuarmman. As a matter of fact, you take a man who is not 
educated to the work in a coal mine, and you start to reopen, you are 
liable to have accidents as a result of his lack of training; is that right? 

Mr. Van Zanpr. That is right. 

The Cuarrman. It may cause cave-ins and destroy human life. It 
is dangerous. It takes a long time to drain the mine and the water 
that accumulates; is that right? 

Mr. Van Zanvr. That is right. 

The Crarman. Mr. Kean will inquire. 

Mr. Kran. Mr. Van Zandt, I notice on page 6 that you say to this 
date a ton of domestic coal delivered on the eastern seaboard is $10 
per ton. What was that back in 1939? How much increase has there 
been in the cost of coal to the consumer on the east coast ? 

Mr. Van Zanpr. I cannot give you the exact figures, but there has 
been a considerable increase in the cost of a ton of coal. 

Mr. Kean. Of course, some of that has been due to raising the 
wages, which were very low in the coal industry ? 

Mr. Van Zanvt. That has been one of the factors; yes. 

Mr. Kean. But I would like to know that figure. Maybe some of 
the others will have that. 

Mr. Van Zanovr. I think one of the following witnesses will have 
that information. 

The Cuarrman. Mr. Jenkins? 

Mr. Jenxrns. I have just one observation, Mr. Van Zandt. You 
have set out very convincingly and very completely what will happen 
to a coal mine when it is closed down; I speak from experience when 
I say that I know of nothing, no industry anywhere, that will col- 
lapse as quickly and as rapidly as a coal mine will when it is not 
operated. Really, if you were to compute the loss of the mine gradu- 
ally, by gradations, I dare say in the first month it would be 50 per- 
cent off, just the first abandonment, and that is a very precarious 
proposition. 

The Cuarrman. Any other questions ? 

We thank you, sir, for your presentation. 

Mr. Van Zanpr. Thank you, sir. 

(Mr. Van Zandt’s prepared statement follows :) 


STATEMENT BY REPRESENTATIVE JAMES E. VAN ZANDT, 20TH District or PENN- 
SYLVANIA, Berore tHE Houskt Ways AND MEANS ComMmMITTEF, May 12, 1953, 
Urnetne A 5 Percent Quota LIMITATION ON THE IMPORTATION OF FOREIGN 
ResIpuAL OIL 


Mr. Chairman, thank you very much for the privilege of appearing before 
this committee. 

The residents of Pennsylvania are in favor of reciprocal trade agreements, 
realizing that the United States as a member of the family of nations must ad- 
here to a policy of reciprocity in the field of world trade. 

In supporting reciprocal trade agreements, the people of Pennsylvania do so 
with the reservation that such agreements should retain the peril-point amend- 
ment so necessary to the preservation of America’s basic industries and the 
protection of the American wage earner. 

Many of the members of this committee know of my efforts over a period of 
years to consider reciprocal trade in a realistic manner, keeping in mind the 
damaging effect that can result from an unrestricted flood of cheaply manufac- 
tured foreign goods that threatens the jobs of American workmen. 
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In Pennsylvania we have little difficulty recognizing the disastrous effects on 
our economy by the importation of foreign goods manufactured at a fraction 
if the wages paid American workmen. As you know, we have diversified indus- 
tries in Pennsylvania and, like many other States, the importation of cheaply 
manufactured foreign goods has created a serious unemployment problem. A 
few of the industries adversely affected by foreign imports include watches and 
arts, motorcycles, chinaware and pottery, hardware and plumbing supplies, 
sewing machines, luggage and leather goods, wallpaper, hides, textiles, as well 
is the glass, coal, railroads, and related industries. 

Employees of these industries have not only lost their jobs but many of the 

anufacturing plants and mines have been driven to financial distress, and in 
some instances, have closed their doors. 

Time will not permit me to discuss in detail what has happened to the various 
ndustries I mentioned. Therefore, I want to consume the remainder of the 
time alloted me by discussing the adverse effect foreign residual oil is having 
yn Pennsylvania’s basic industries—coal and railroads. 

Mr. Chairman, at this point, I would like to have made part of my testimony 
he provisions of my bill, H. R. 2870. 


“In THE Hovuse or REPRESENTATIVES, FeRRUARY 9, 1953 


Mr. Van Zandt introduced the following bill; which was referred to the Com 
iittee on Ways and Means. 


“A BILL To establish quota limitations on imports of foreign residual fuel oil 


“Be it enacted by the Senate and Heuse of Representatives of the United 
States of America in Congress assembled, That section 3422 of the Internal Rev- 
enue Code (relating to tax on imports of petroleum) is amended by inserting 
(a)’ immediately before ‘Crude petroleum, and by adding at the end thereof 
the following new subsection: 

‘(b) The total quantity of residual fuel oil (including residual fuel oil for 
unkering vessels at United States ports) which may be imported into the 
United States in any calendar quarter of any year shall not exceed 5 per centum 
if the domestic demand for residual fuel oil for the corresponding calendar 
juarter of the previous year, as determined by the Bureau of Mines. The quotas 
established under this subsection may not be modified or suspended by the oper 
ition of foreign trade agreements or otherwise, except that the President may 
modify or suspend any such quota for any period in which he finds that the 
lomestic production of residual fuel oil and coal, supplemented by the amount 
of imports permissible under such quota, is insufficient to meet the Nation's 
requirements for those products.’ 

“Sec. 2. The amendment made by the first section of this act shall apply only 
vith respect to calendar quarters beginning more than 30 days after the date of 
the enactment of this act.” 

Mr. Chairman, over a period of years the unrestricted importation of foreign 
residual oil has been gradually undermining the coal, railroad and related 
industries. 

Many of you will remember our efforts of several years ago to establish a 
quota limitation on foreign residual oil, but our efforts were defeated by a small 
margin. Our chief obstacle was in the fact that the difference between crude 
il and residual oil was not clearly understood, nor was the damaging effect to 
the coal and railroad industries properly evaluated. 

For a moment, I should like to define “residual oil” and how it is used. This 
Ss necessary in order to correct the opinion held by many that it is used for home- 
heating purposes. 

Imported residual fuel oil is what is left over in the refining process after gaso- 
line and/or other products have been removed from crude oil. In the United 
States refineries, this waste product amounts to only 18 or 19 percent of total 
crude oil refined, but in the Caribbean and South American oil operations of 
major United States oil companies the waste amounts to from 57 to 65 percent 
of the refinery volume. 

More than 98 percent of the residual fuel oil coming into the United States 
originates in Venezuela. Of these imports, more than 78 percent are the waste 
products from oil refineries located on two small Dutch islands just off the coast 
of Venezuela: Curacao and Aruba. These refineries are owned by two of the 
world’s largest oil corporations, the Royal Dutch Shell Co., and the Standard Oil 
Co., of New Jersey. 
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Therefore these two large oil corporations are the principal beneficiaries from 
the sale of residual oil imported to the United States rather than the residents 
of these small Dutch Islands or the people in the oil-producing areas of Venezuela 

rhis foreign residual oil is produced without a cost tag, and the selling price 
is manipulated up and down in accordance with what the competitive fuel market 
vill bear 

F reign residual oil is not only produced without a cost tag, but is trans- 
ported to the United States by the producers without regard to actual trans- 
portation costs or at rates that do not in any way conform to charges that are a 
prerequisite to the maintenance of wage levels established for our own maritime 
fleet 

To be more specific, ocean transportation rates on residual oil from the Nether- 
lands Antilles to ports north of Cape Hatteras dropped from $1.40 per barrel 
in January of last year to 48 cents in October—a drop of 69 percent—all because 
of nonunion cheap foreign labor sailing under foreign flags. 

This foreign residual oil is dumped on United States markets and used under 
boilers in large utilities and industrial plants, particularly on the east coast of 
the United States 

I want to emphasize that this waste product of crude oil, commonly known as 
residual oil, is not used in heating American homes or fueling essential war 
machines such as tanks, planes, and motor vehicles. 

Mr. Chairman, at this very minute a quarter of a million ton tanker ship is 
tied up at an east coast dock carrying disaster to the coal, railroad, and related 
ndustries of this Nation, in much the same manner as rat-infested vessels 
brought disease into our port cities in years gone by. 

This foreign tanker with its bunker space filled with residual oil is dumping 
it in violation of every American concept of fair competition. As a matter of 
fact, even if the miners of our Nation would work for nothing and the railroads 
transported the coal for practically nothing, the coal industry could not compete 
with this unfair competition from foreign residual oil because its price is con- 
tinually manipulated downward to capture the eastern seaboard coal market. 

As of this date, a ton of domestic coal delivered to the eastern seaboard at $10 
per ton cannot meet the competition of cheap foreign residual oil which is de- 
livered in the New York Harbor on an average of $2.10 per barrel. In this con- 
nection, about 4% barrels of residual oil is equal to 1 ton of coal, and because 
of the fact that the producer of residual oil will sell at any price, he continually 
manipulates its price in order to undersell a ton of American-mined coal. 

This type of competition is what I had in mind when I said that the unrestricted 
dumping of foreign residual oil is in violation of the American concept of fair 
competition. 

Keeping in mind that 4% barrels of foreign residual oil is equivalent to 
1 ton of coal, 129 million barrels of this alien residual oil were unloaded on 
our eastern seaboard in 1952 or enough to displace 31 million tons of coal and 
to destroy the jobs of 32,256 miners for a full year. 

The seriousness of the situation confronting the coal and railroad industries 
ean be appreciated when it is understood that residual oil imports in 1946 
amounted to 44,647,000 barrels, whereas in 1951 the total reached 119,166,000. 
Preliminary figures for 1952 place the amount at about 129 million barrels 

On the basis of 1952 importations, this will mean: 

(1) Displacement of approximately 31 million tons of coal. 

(2) Loss of coal revenues in excess of $150 million. 

(3) Loss of an aggregate of 4,196,000 man-days in the mines. 

(4) Loss of miners wages in excess of $75 million. 
From the figures I have cited, one can readily recognize the devastating effect 
that residual oil had on the coal and railroad industries for the year 1952 when 
approximately 31 million tons of coal were displaced. 

In January 19538 the floodgates were opened still further and for the first 3 
months of the year the leftovers from foreign refineries reached a daily average 
of 450,000 barrels equal to about 108,000 tons of coal—which if permitted to 
continue would displace 39 million tons of coal annually. ; 

From 1946 through 1952 the loss in revenue to the bituminous coal industry 
as the result of the unrestricted flow of foreign residual oil amounted to $673 
million, approximately half of which would have gone to miners in wages. 

The deficit is multiplied many times over when translated into buying power 
or other goods and services, while the loss in tax revenue will run into millions 


of dollars 
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Let us for a moment consider the corresponding effect the displacement of 


~ . . . . . , 
}1 million tons of coal will have on the coal-carrying railroads of the Nation 
and their employees due to the importation in 1952 of 129 million barrels of 
, oreign residual oil. It will mean: 


(1) Loss of railroad freight revenues of $86 million. 
(2) Loss of railroad employee earnings of $438 million 
Mr. Chairman, at this point I should like to make part of my remarks the 
following compilation of information regarding the effect of residual oil imports 


on railroads in 1952. 
EFFECTS OF RESIDUAL Orn IMPORTS ON RAILROADS IN 1952 


1. Rail traffic—129 million barrels of residual oil imported in 1952 is equiv- 
alent to some 31 million tons of coal based on 4.167 barrels of residual oil 
equivalent to 1 ton of bituminous coal. Based upon the percent of coal carried 
by the railroads of the total production transported in 1952 (83 percent), the 
railroads lost about 26 million tons of coal they would have otherwise handled. 

2. Rail revenue.—At an average of $3.35 a ton (1952 average) this traffic 
diversion amounted to a loss in gross railroad revenue of $86 million. 

3. Rail wages.—With rail wages accounting for 50.4 percent of the railroads’ 
operating revenues, the loss of rail wages would come to some $43 million in 1952 
(50.4 percent of $86 million). 

,. Carloads.—The average loading per car in 1951 was 60 tons (official territory 
average). Using this loading of 60 tons per car and the 26 million tons lost, this 

ould be equivalent to about 433,000 carloads. 

5. Length of train.—The displacement of 433,000 carloads with each car having 
an average Overall length of 40 feet would represent a train of cars of more than 
3,000 miles or enough to make a continuous line from Washington, D. C. to Los 
Angeles, Calif. 

6. Cars needed to carry lost tonnage.—With the average turn-around time in 
the eastern district and Pocahontas region being some 14 days, a hopper car 
could make an average of 26 trips per year. The 433,000 carloads lost represents 
the continuous use of 17,000 cars (483-26). 

7. Effect of the displacement of these cars on investment.—The 17,000 cars 
thus displaced would idle an investment of some $83 million based on a value per 
car of $5,000. There would also be involved some additional investment in the 
locomotives required to handle this tonnage, which has been lost. 

8. The loss of this tonnage has the effect of discouraging the purchase of new 
open-top cars by the railroads thus creating an increase in the average age of all 
open-top cars and a lower percent of new cars. Should the cold war develop into 
a shooting war, based on past experience we know that the demand for coal and 
coal transportation would rise abruptly and the railroads would find themselves 
not only in need of additional new open-top cars—not readily available due to 
wartime material priorities—but also in need of the 17,000 cars now displaced by 
this imported residual oil. 

The freight revenue loss to American railroads for the period of 1946 through 
1952 as the result of coal being displaced by residual oil amounted to some 
$360,000,000, or the loss of freight revenue from some 2 million loaded cars 
which railroads did not handle. 

For each of the coal miners who have lost their jobs because of the unfair 
competition from a foreign residual fuel oil a railroader has also been added to 
the list of the unemployed. The total loss in wages of railroad employees due to 
the replacement of coal by foreign residual oil amounted to $181,000,000 since 1946. 

Mr. Chairman, I have been talking from a nationwide standpoint about the 
adverse effects on the coal and railroad industries as a result of the unrestricted 
importation of cheap foreign residual oil. For the next few minutes I should like 
to tell you of the serious effect it is having on the general welfare of the State of 
Pennsylvania. 

To be brutally frank, the bituminous coal industry in Pennsylvania is in a 
desperate condition and while there are other factors that have contributed to its 
plight, the one that has done the most serious damage is the importation of 
foreign residual oil, which because of its uncontrolled selling price, has erected 
a barrier of unfair competition so that it has captured the eastern seaboard mar- 
ket of the Pennsylvania bituminous coal industry. 

The following brief compilation discloses a statistical picture of the decline in 
bituminous coal operation in Pennsylvania since 1946 
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Total tonnage of bituminous coal produced and total number of men employed in 


the State of 


Pennsylvania 1947 


Increase or 


52, inclusive, and January and February 1958 


Increase or 





bt Potal net decrease | Number of! decrease 
tons preceding | employees | preceding 
year year 
47 144, 761, 964 109, 202 
1948 130, 627, 789 9. 76 110, 326 +1.0 
1949 87, 351, 892 33.13 100, 119 ).2 
1950 l 430, S87 +18. 42 94, 514 5. 
195 106, 680, 09 +3.13 86, 369 8. 62 
1952 87. 308. 999 18. 16 76, 676 11. 22 
Decrease since 1947 , 45 m1 39 69 32, 526 29. 79 
January and February 1952 18, 837, 952 73, 235 ‘ 
January and February 1953 15, 546, 217 64, 502 
Decrease 3, 291, 73. 17. 47 8, 733 11. 92 
rotal decrea 60, 744, 700 41, 259 


I am sure that you will recognize the impact to the economy of the State of 
Pennsylvania in the decline in annual production of 60,744,700 net tons of coal 
over a 6-year period and the decline in coal-mining employment of 41,259 em- 
ployees. The loss in revenue to the economy of Pennsylvania amounted to $350 
million, not to mention the loss in railroad revenue and in other allied industries, 
together with the wages lost due to unemployment. 

In the central Pennsylvania area, where my congressional district is located, 
the production of bituminous coal is the major industry, and for many years our 
regular customers bave been from the eastern seaboard area who purchase 
annually millions of tons of our coal. 

Mr. Chairman, no other area in the United States has felt the impact of the 
importation of foreign residual oil more acutely than has central Pennsylvania, 
because of its proximity to the eastern seaboard which is the natural market 
for central Pennsylvania coals. 

Since October 1, 1952, which is a period of less than 7 months, in the central 
Pennsylvania area alone, 17 bituminous mines have closed, throwing 
out of work 1,956 men, which represents a loss of more than 2 million man-hours. 

These closed mines produced in 1952—1,573,174 net tons, which means an an- 
nual loss of $8.5 million to°the coal industry ; $5,250,000 loss in wages; and more 
than $5 million loss in railroad freight revenue. 

In addition to the 17 bituminous coal mines that have closed in the central 
Pennsylvania area, 11 other mines have laid off 611 men and eventually will 
close down entirely unless the flood of foreign residual oil is halted. 

Mr. Chairman, I am sure that you and your committee will readily see that 
we who reside in the central Pennsylvania area are really faced with great 
difficulties because our eastern seaboard coal markets are being captured by the 
unrestricted flood of cheap foreign residual oil. This means railroad terminals 
are being abandoned, ghost towns are developing, and unemployment exists 
to the point where the United States Department of Labor has classified the 
central Pennsylvania area as a critical area because of the supply of surplus 
labor. 

While we are gravely concerned with the economy of Pennsylvania, yet there 
are other aspects to the general situation that I feel I am warranted in calling 
to your attention because they concern the national fuel situation in its re- 
lationship to our national security. 

Mr. Chairman, when a coal mine is closed, it is not readily 
time of closing, the pumps and other equipment are removed and the mine fills 
up with water. Coal mines cannot be wrapped in mothballs and stored for an 
indefinite period like tanks, guns, and battleships for almost instant restoration 
to active use in the event of a national emergency. For all practical purposes, 
au coal mine is permanently closed and all recoverable natural resources are lost 
for the future. 

During World War II we reached our peak in coal production when in 1 year 
we mined 630 million tons. Included in this 630 million was 139 million tons 
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of strip coal, which, as you know, is that coal lying near the surface and easy 
to recover. However, this easy coal is gone and the reserves of strip coal no 
longer exist. 

It is interesting to observe a statement made during World War II by the late 
Secretary of Interior Ickes, when he said that the production of bituminous coal 
was a vital factor in winning the war. 

Mr. Chairman, there is truth in Secretary Ickes’ statement, because coal has 
always played an important role in our national defense. With the permanent 
closing of coal mines that is taking place today and the decline in the available 
easily recoverable strip coal, I doubt very much whether we would be able, 
should we get into war, to produce a sufficient quantity of coal to satisfy the 
national needs, 

In making this statement, I am assuming that, should we get into an all-out 
world war III, that enemy submarine action will again interrupt our lines of 
communications as it did in World War I and World War IT, with the result that 
great quantities of residual oil now being imported into our country would be 
suddenly cut off and those industries presently using residual oil would have to 
turn to coal. 

The same thing would apply to crude oil, and I say to you, what would 
factories, churches, schools, apartment houses, and places of business now using 
imported oil do for heat and power in the event of a national emergency? 

Mr. Chairman, shipments of foreign oil could be stopped overnight in the 
event of an international crisis, but the coal industry cannot accelerate its pro- 
duction to meet the Nation’s increased fuel requirements in a national emergency 
if its operations continue to be impaired as they are under present conditions 

Summarizing my presentation, let me emphasize that the plight of the coal 

ndustry is not solely a question of free trade; nor is it a question alone of 
finding an economic savior for the coal and related industries; but rather it is a 
question as to whether our Nation can retain its sovereignty as the leader of 
free nations and at the same time maintain an adequate national defense with- 
out the aid of a healthy coal industry. 

Mr. Chairman, the unwarranted flood of foreign residual oil must be stopped 
and it can be stopped if this committee and the Congress of the United States 
will look the facts squarely in the face and establish a 5 percent limitation on 
imports of fore’gn residual oil as provided for in subparagraph 2, page 14, of the 
Simpson bill, H. R. 4294. 

Thank you very much for your attention and I sincerely hope that your com 
mittee will take favorable action on my request to curb the unrestricted flow of 


{ 


foreign residual oil. 


The CuatrMan. The next witness will be Hon. Cleveland M. Bailey, 
of West Virginia. 
Will you give your name for the record, please ? 


STATEMENT OF HON. C. M. BAILEY, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF WEST VIRGINIA 


Mr. Bartry. Mr. Chairman and gentlemen of the committee, for 
the purpose of the record I am Congressman Cleveland M. Bailey, of 
the Third West Virginia District. ‘The major purpose of my appear- 
ance is to endorse H. R. 4294, the Simpson bill. <A letter from your 
committee, granting me the privilege of this appearance, advised that 
I was to discuss section 13 of this bill, which has to do with placing 
import quotas on foreign produced residual fuel oil. 

The Simpson bill calls for a 1-year extension of the Trade Agree- 
ments Act, strengthens the safeguards for domestic producing groups, 
and provides for important changes in the trade agreements 
machinery. 

It enlarges the present membership of the United States Tariff 
Commission from 6 to 7, thereby reducing the possibility of 3-3 tie 
vote which in past investigations worked against the domestic pro- 
ducer; (2) makes the peril-point and escape-clause findings of the 
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Tariff Commission mandatory on the President instead of discretion- 
ary as under present law; (3) establishes new escape-clause and 
peril-point criteria, and adds national security as a factor in injury 
determinations: (4) restores section 336 of the Tariff Act of 1930 and 
requires the President to proclaim the Tariff Commission’s compara- 
tive cost-of-production findings thereunder; and (5) makes the Tariff 
Commission, instead of the President, the final determinant of viola- 
tions under the unfair practices procedures of section 337 of the 1930 
statute. 

It provides that multiple exchange rate manipulation by foreign 
countries 1s to be considered as evidence of a subsidy O1 bounty under 
the countervailing duty provisions of section 303 of the 1930 Tariff 
Act. It also removes the injury provision before remedial action for 

t domestic industry can be invoked under the Antidumping Act of 
19: 21. and makes the Secretar y of the Treasury’s role in imposing ant! 
dumping duties mandatory rather than discretionary. 

It strengthens emergency relief action for perishable agricultural 
commodities. Section 22 of the AAA (Agricultural Adjustment Act) 
is amended to make Tariff Commission investigations and findings 
thereunder mandatory on the President. 

Major amending changes which apply both to the preventive or 
peril-point and remedial or escape-clause safeguards now operative 
under the current trade-extension statute. 

“Serious injury to the domestic industry,” hitherto a basic criterion | 
of relief used by the Tariff Commission in both its peril-point and 
escape findings would be replaced by the new standard of “unemploy | 
ment of or injury to American workers, miners, farmers, or producers, 
producing like or competitive articles, or impairment of the national 
security.” The new language would provide broader coverage to in 
clude individual groups within a particular industry hit by low-cost 
imports. 

It also provides for important changes in the escape-clause pro 
cedures prescribed under the the current trade-extension law. The 
present l-year limitation in which the Commission is required to 
complete its escape-clause investigations and submit its findings and 
recommendations thereon is reduced to 6 months. Under the manda 
tory provisions of the Simpson bill, the President must proclaim the 
Commission’s escape recommendations within a 30-day period. Pres- 
ent law permits the President to ignore the Commission’s findings of 
injury but requires him to explain his rejection thereof to the 
Congress. 

H. R. 4294 considerably widens the scope of remedial action which 
can be invoked under the escape-clause machinery. The Tariff Com- 
mission, in submitting its escape findings of injury to the President, 
could recommend (1) a permanent withdrawal, modification, or sus- 
pension in whole or in part ce the offending concession; (2) import 
quotas for spec ified periods; or (3) a combination of any of the Exe. 
going kinds of relief. F cthiteieles the Commission, either under the 
escape-clause procedures, or under the cost-of-production provisions 
of the reactivated section 336, could increase rates of duty beyond their 
pre agre ement levels. 

The Simpson extension measure also provides for import quotas 
and additional duties on petroleum products, lead, and zine, under 
special circumstances. 











TRADE AGREEMENTS EXTENSION ACT OF 1953 1031 


As author and sponsor of the so-called escape clause, now section 
7 of Public Law 50 of the 82d Congress, I would like to ask the indul- 
gence of the committee for the privilege of presenting the necessary 
background having to do with our tariff policies so as to provide a 
se nsible 1 ap proac th to the wisdom of imposing quotas in order to pro- 
tect. certain basic domestic industries, including soft coal and inde- 
pendent oil, from excessive imports. 

Mr. Chairman, after months of extended and intensive research and 
with a liberal application of my imagination, I am in a position to 
inform the committee that we do have a basic tariff law. I hasten, 
however, to add that any reference to or comparison of our present 
hodgepodge trade policies with the basic provisions of the Smoot- 
Hawley Act of 1930 would be purely coincidental and would lead one 
to confusion and frustration. 

By ould one plan a trip into the morass of State Department finesse 

‘lack of finesse in connection with the development of our present 
tr aa policies, it would lead to such way stations as Geneva and Tor- 
quay. At Geneva, if your stopover privileges permitted, you would 
add to your vocabulary a new word GAATT, pronounced Gat, which 
in ordins ary parlance means General Articles of Agreements on Tariffs 
and Treaties. You would also learn that in 1945 at this Geneva 
convention, our State Department arbitrarily allocated to itself the 
powers vested by the Constitution of the Congress, the right to make 
and approve treaties. If there is any doubt in the minds of the 
members of this committee that such international agreement was 
entered into, may I recall that one short year ago when the 82d 
Congress desired to revoke the Reciprocal Agreement with Czecho- 
slovakia, it was necessary to assemble all the signatory nations to 
this international agreement on GAATT at Geneva and get their 
unanimous consent to set aside the agreement with Czechoslovakia. 

1 doubt seriously that many Members of Congress ever dreamed 
the original Reciprocal Trade Agreements Act or subsequent exten- 
sions of the agreement intended that the State Department have such 
authority, through the device of implementing the rather broadened 
authority granted the President in 1934 to negotiate trade agreements. 

When the distinguished Tennessee Statesman Cordell Hull, then 
Secretary of State, conceived the idea of rec Ipro al agreements, he 
found it nece ssary in order to vet cong! ressiona| approv al, to work out 
a combination of legislative blocs. He succeeded in making free 
onda out of former high-tariff advocates of the industrial areas of 
the North and East, and protes tionists out of erstwhile free traders 
in the cotton- and tobaceo-growing areas of the South, and the wool- 
growers of the Midwest and Far West. Under the act the farm 
groups are protected against imports, and a select list of industry 
selling abroad are reaping the benefits. 

In doing this. a vast segment of American small business was left 
outside the area of agreement, and it is this segment of our economy 
that is today bearing the brunt of excessive competition of imports 
from abroad. It is these groups that employ millions of American 
workers for whom I have ae fightine since coming to the United 
States Congress in 1945. The Simpson bill is intended to accord 
equal treatment with other groups receiving more f: avorable consider- 
ation under the Reciprocal Trade Agreements Act. 
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The situation affecting residual oil and soft coal, which under the 
escape clause, is a like competitive fuel in the same field, is indeed 
acute, and this I shall undertake to prove. I think the record should 
also show that other sections of the Simpson bill have to do with other 
domestic products that are today being threatened with extinction 
because of the lack of favorable consideration accorded other domestic 
producers in the Trade Agreements Act. 

It is worthwhile to note that the Smoot-Hawley Act of 1930 did 
not provide import duties on crude oil or its byproducts. At that 
time the so-called “big oil” companies are busily engaged in develop 
ing their domestic resources. They had not yet acquired oil conces 
sions in Saudi Arabia, Lraq, and Venezuela. 

‘They were protectionists, not freetraders, and they were the prime 
movers, Mr. Chairman, back of the action taken by Congress in 1932, 
to place a tax of 21 cents a barrel on shipments of crude oi! as an amend 
ment to section 3422 of the Revenue Code so as to safeguard then 
domestic market. 

In more recent years, these same “big oil companies,” that have 
suddenly become internationalists in their thinking and policies have 
acquired vast concessions of oil reserves abroad which they are TrOW 
operating and from which they are now importing at an alarming rate 
of increase that threatens the very existence of the independent. oil 
industry and the soft coal industry in America. It was 129 million 
barrels in 1952, equivalent to 31 million tons of soft coal. 

While the 21-cent per barrel tax fixed by the Congress in 1932, 
would not be a deterrent to increased shipments at present, it is well 
to note that the original 21 cents remained fixed for more than 20 
years except for 1 slight concession. The idea of a quota is not new. 
Congress employed this device back in 1939 on imports equal to 5 
percent of domestic production of residual oil the Mexican trade 
treaty, agreed to in 1943, had a rate of 1014 cents import duty on this 
type of oil and under the “favored nation” clause it affected the 
Venezuela and Far East imports until it expired in 1950. 

The matter remained in status quo until 2 years ago when former 
Secretary of State Dean Acheson, at the requests of two large Ameri- 
can companies, the Standard Oil Co. of New Jersey and the Socony- 
Vacuum, with mounting production in Venezuela, conceived the idea 
of writing a new reciprocal trade agreement with the Republic of 
Venezuela. It is largely this new reciprocal agreement and the 
“favored nations” clause in the act that has created the acute situation 
that the Congress faces today. 

Members of the committee will recall that I have been appearing 
before this committee regularly since coming to Congress in 1945, 
pointing out many of the inconsistencies of our Trade Agreement Act. 
I protested the new Venezuela reciprocal trade agreement both be- 
fore the Tariff Commission and the White House. It will be recalled 
that the Tariff Commission, a bipartisan Board of six members, di- 
vided equally on the wisdom of a new treaty with Venezuela and 
certified their disagreement on the proposed new trade agreement to 
the President for final decision. 

My pleadings at the White House as to what would happen to the 
independent oil industry and the soft coal industry fell on deaf ears. 
I charged then and I repeat the charges now, that the President ex- 
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ceeded his authority under section 2B of the Reciprocal Trade Agree 
ments Act of 1934, which reads: 

Provided, That the duties payable on such an article shall in no case be increased 
or decreased by more than 50 percent of the duties now payable thereon. 

I call the committee’s attention to the words “now payable thereon.” 
The rates in August 1952 when the President proclaimed the new 
treaty, were ‘21 cents per barrel on all imports of residual oil except 
for a limited quota that was admissible at 1014 cents per barrel. He 
erred in using the 1014 cents per barrel in effect in 1945 under the 
Mexican treaty as a basis for applying the 5U-percent cut to fix the 
rate in the new treaty at 514 cents per barrel. Had he used the rates 
now payable, the 1952 rate, the present import duty would be 1014 
cents, 

I am advised this question was raised at hearings before the Tariff 
Commission. I think it is a question of such import that it be raised 
before this committee and if need be on the House floor. 

May I add there, Mr. Chairman, that I know a change was made 
in the reenactment of the Reciprocal Trade Act of 1945 in which 
they even tightened up his authority more than they liberalized it. 
The new Venezuelan Trade Agreements Act, through Presidential 
misapplication of congressional intent, became a part of our reciprocal 
trade policy, and the imports of residual fuel oil have been at or near 
flood tide since the day the agreement became effective. This goes 
beyond the “lack of finesse” and borders on deliberate evasion, even 
of the Antidumping Act of 1921. 

The United States Tariff Commission, a bipartisan board composed 

f 6 members, was set up as an adjunct to the Congress and has a 
aw si-legislative-judicial function, It was never intended by the Con 
gress that it should be a tail on the kite of the State De partment’s 
foreign policy. 

The findings of the Tariff Commission on the proposed new recip- 
rocal agreement with Venezuela are interesting. Commissioners 
Ryder, Edminster, and Durand voted to approve the new agreement 
Commissioners Brossard, McGill, and Gregg voted in the negative. 
They were in agreement that any reduction in the import duty of 21 
cents per barrel, approved by the Congress in 1932, below 1014 cents, 
would violate the “peril point” and “escape clause” provisions written 
into the act im 1951. 

The Tariff Commission, as provided by law, certified its findings 
to the President and filed copies with the House Committee on Ways 
and Means and the Senate Finance Committee, also as provided by 
law. Former President Tram: in disregarded the warning about vio- 
lations of “peril point” and “escape clause” and sided with Commis 
sioners Ryder, Edminster, and Durand to make the treaty effective 
upon filing his findings, during a recess of Congress, with the clerk 
of the Senate and the Clerk of the House. 

Mr. Chairman, since your committee has on file the Tariff Com- 
mission’s report in this instance, I shall not request that it be included 
in its entirety in the record of this hearing. However, I feel that 
the conclusions reached by both the Ryder, Edminster, Durand. and 
the Brossard, McGill, and Gregg groups, merit the attention of this 
committee. I have included the findings of both groups in my formal 
presentation. I desire to comment only on the points in disagreement 
between the two groups. 
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That comment. Mr. Chairman, is that it should interest this com- 
mittee to know that as late as August 1952 the serious situation in the 
soft-coal industry brought shel by unfair competition from residual 
fuel-oil importers, was totally disregarded by the Commission. It is 
«also interesting for this committee to knov v that the on ly consideration 
given was from the st: tndpoint of : sneeil point” finding, completely 
wnoring the “escape clauses Saal IsIon On proof « of serious Injury or 






































threat of serious injury. 

I have included the findings of the Brossard, McGill, and Gregg 

roup. 

Now, let me picture the havoc caused in my home State of West Vir 
ginia by the applic ation or the misapplication of this new treaty that 
has opened the floodgates from a million-barrels-a-day production i in 
Venezuela. Iam wiioat your attention there to the t: able to show that 
for the week ending April 18 imports amounted to 10,318,000 weal yy 
in average of 368,500 daily, displacing 2,476,100 tons of soft coal, 
un ave rage of SS.400 tons. k or the weeks en¢ line \pril id. there was 
inported 11,046,000 barrels of residual fuel oil, an average of 394500 
daily, displacing 2,650,800 tons for an average displacement of 94,700 
tons daily. 

The figures here do not include any importations of crude oil or any 
other petroleum products other than residual. The conversion factor 
is 1 ton of coal equals 4.167 barrels of oil. That is on the British 
thermal heating unit barrel. 

Let me remind you that the 129 million barrels of 01] imported 
1952 was equivalent to 31 million tons of coal. The crude-oil industry 
in West Virginia has in the past been a million-dollar industry. It is 
still an industry running well into the millions annually. It is largely 
in the category of independent production. It has not, due to the fact 
that our high-grade crude is used for lubricating oil, felt the impact of 
foreign compet tion in the same ratio that it is affecting the odientl such 
as Texas, Oklahoma, and Louisiana where the cheaper grade of crude 
is losing markets to outside residual oil from abroad. I am sure this 
ituation Ww vill De presented to your committee in detail by the inde- 
pendent oil industry. 

West Virginia’s major industry is coal. It is the Nation’s largest 
producer of this fuel so vital and necessary to our national security. 
It involves 65 percent of our overall State economy. It is the largest 
single source of tax revenue to the Nation, State, and local government 
n West Virginia Phe unemployment, with consequent loss of pay- 
oll and decreased purchasing power, affects many other allied indus 


i 
} 


tries, such as railroads, timber, mine machinery, and so forth. 

Not the least of our troubles is the great drain on our workmen’s 
compensation fund, the Federal unemployment insural ce, and direct 
State aid. Former thriving mining villages are now ghost towns. 
‘The mines are closed, the company stores are closed, and 75 percent of 
the population on direct relief. 

The following several pages are intended to give the committee an 
it into the devastating way in which one of the Nation’s major 
incl most essential basic industries is being liquidated, I shall scan 


these pages hurriedly and call attention to the several statistical tables 
on unemployment, wages, tonnage, mine closings, and welfare funds 


ertified to me officially by our State bureau of mines, our State em- 
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ployment service, and the northern and southern West Virginia coal 
associations, 

I shall pass briefly over page 13; that has to do with unemployment, 
with the weekly loss of wages, with the number of miners that are on 
relief, the numbers that are drawing unemployment compensation. 
I shall pass rapidly over those, up to and including page 17. 

On page 18 1 want to call your attention to a letter received from the 
chief of the department of mines in the State of West Virginia, in 
which he lists—and I am listing for the information of the commit- 
tee—the mines that have closed in West Virginia since the Ist day of 
January 1953, up to I believe his letter says the 22d day of April. 
That is less than 38 months. Take a look at the mines, gentlemen. 

On page 22 you will find a list of those mines there in which it shows 
the number of men employed and the number of tons of coal lost by 
their closing. 

On page 24 you will find the list of mines that closed in West Vir- 
ginia between January 1, 1951, and December 31, 1952, and the ton 
nage and number of men displaced. 

Gentlemen, I want to summarize briefly all of those tables through 
there for you, to save time. ‘Total number of mines closed, 141; closed 
since January 1, 1953, 72; scheduled to close before June 30, 1953, an 
idditional 27 mines; total tonnage loss to date, annually, 36,400,000 
tons, 

The 1950 production of coal in West Virginia was approximately 
142 million tons; miners unemployed in slope and shaft mines, 33,100. 

The above figures do not include strip mines. The estimate there 
unemployed is 12,000. Weekly payroll loss average through 1952, 
$1,574,200 weekly; number of miners drawing unemployment com- 
pensation, 1951-52, 40,128; number currently on rolls, 11,180. 

And, get this, gentlemen, the number that have received all of 
their unemployment compensation benefits, 5, 1203 total amount paid 
for overall unemployment during 1952 was $14,525,000. Out of this, 
paid to the miners alone was $7,031,000 or 18.2 percent of the total 
payments out of our unemployment funds, paid to the miners alone. 

There are registered in the various employment offices through the 
coal field areas of West Virginia 25,871 men looking for jobs, regis 
tered w _ the employment service. 

Now briefly let me tell you what it has done to the railroads. One 
hundred and twenty-nine million barrels of residual oil—this applies 
to the railroads in general, not particularly to West Virginia—is 
equivalent to some 31 million tons of coal. Based on 4,167 barrels 
of residual oil equivalent to 1 ton of bituminous coal, based upon the 
present percent of coal carried by the railroad, or the total production 
transported in 1952, the railroads lost 26 million tons of coal they 
would have otherwise handled. Rail revenue, at an average revenue 
of $3.25 a ton, for 1952 average this traffic diversion amounted to a 
loss In gross *ailroad revenues of $86 million. Rail wages, the rail 
wages amounting to 50.4 of the railroad’s operating revenues, the 
loss of rail wages would come to approximately $43 million in 1952 
That is 50 percent of the $86 million of revenue by the railroads. 

Unemployment on the basis of an annual wage of $4,100 for an 
operating employee would mean that 9,000 rail workers are now 
idle. The average loading per car in 1951 was 60 tons, official terri 
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tory average. Using this loading of 60 tons per car, and the 26 million 
tons loss, this would be equivalent to about 433,000 carloads. 

The displacement of 433,000 carloads, with each car having an 
average overall length of 40 feet, would represent a train of cars 
more than 3,000 miles long or enough to make a continuous line of 
empty coal cars from Washington, D. C., to Los Angeles, Calif. 

With the average turn-around time in the eastern district of the 
Pocahontas region being 14 days, a hopper car could make an average 
of 26 trips per year. The 433,000 carloads loss represents the con 
tinuous use of 17,000 cars. The 17,000 cars thus displaced would 
idle an investment of some $83 million on a value of $5,000 a car. 
There would also be involved some additional millions invested in 
locomotives required t o handle this tonnage. The loss of this ton 
nage has had the effect of discouraging the purchase of new open 
top cars by the railroads, thus increasing an increase in the average 
age of all open top cars and a lower percent of new cars. Should 
the cold war develop into a shooting war based on past experience, 
we know that the demand for coal and coal transportation would 
rise abruptly and the railroads would find themselves not only in 
need of additional open top cars, not readily available due to wartime 
material priority, but also in need of the 17,000 cars now displaced 
by residual fuel oil. 

I have one page, Mr. Chairman, relating to the pottery industry and 
two pages relating to the glass industry, which you gentlemen will 
recall I have been pleading about for some time. 

The CuarrmMan. Congressman, you made a fine statement. 

Mr. Bawtey. Just bear with me 1 minute, please. 

The Cnarman. Pardon me, sir. I want to know if you want to 
extend those pages you have just read. Do you want to extend them 
into the record ? 

Mr. Batter. I do, for a fact. 

The CuatrmMan. Without objection, it is so ordered. 

(Mr. Bailey’s prepared statement follows:) 


STATEMENT BY CONGRESSMAN C., M. 3AILEY BEFORE THE House COMMITTEE ON 
WAYS AND MEANS, May 12, 1953, 1n Support or H. R. 4294, Limrrina Importa 
TION OF FOREIGN-Propucep ResmpuAL Fue. Orn 


Mr. Chairman, genilemen of the committee, for the purpose of the record, I 
am Congressman Cleveland M. Bailey, of the Third West Virginia District. The 
major purpose of my appearance is to endorse H. R. 4294—the Simpson bill. A 
letter from your committee, granting me the privilege of this appearance, advised 
that I was to discuss section 13 of this bi'l, which has to do with placing import 
quotas on foreign-produced residual fuel oil. 

The Simpson bill calls for a 1-year extension of the Trade Agreements Act, 
strengthens the safeguards for domestic producing groups, and provides for 
important changes in the trade agreements machinery. 

(1) It enlarges the present membership of the United States Tariff Commis- 
sion from 6 to 7, thereby reducing the possibility of 3-8 tie votes which in past 
investigations worked against the domestic producer; (2) makes the peril-point 
and escape-clause findings of the Tariff Commission mandatory on the President 
instead of discretionary as under present law; (3) establishes new escape-clause 
and peril-point criteria, and adds “national security” as a factor in injury deter 
minations; (4) restores section 336 of the Tariff Act of 1930 and requires the 
President to proclaim the Tariff Commission’s comparative cost-of-production 
tindings thereunder; (5) and makes the Tariff Commission, instead of the Presi- 
dent, the final determinant of violations under the unfair practices procedures 
of section 337 of the 1930 statute. 
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It provides that multiple exchange rate manipulation by foreign countries is 

o be considered as evidence of a subsidy or bounty under the countervailing 
duty provisions of section 308 of the 1930 Tariff Act. It also removes the injury 
provision before remedial action for a domestic industry can be invoked under 
the Antidumping Act of 1921, and makes the Secretary of the Treasury’s role 
n imposing antidumping duties mandatory rather than discretionary. 

It strengthens emergency relief action for perishable agricultural commodities. 
Section 22 of the AAA (Agricultural Adjustment Act) is amended to make Tariff 
Commission investigations and findings thereunder mandatory on the President. 

Major amending changes which apply both to the preventive (peril point) and 
emedial (escape clause) safeguards now operative under the current trade 
extension statute. 

“Serious injury to the domestic industry,” hitherto a basic criterion of relief 
ised by the Tariff Commission in both its peril-point and escape findings would be 
replaced by the new standard of “unemployment of or injury to American work- 
ers, miners, farmers, or producers, producing like or competitive articles, or im- 
pairment of the national security.” The new language would provide broader 
overage to include individual groups within a particular industry hit by low- 
ost imports. 

It also provides for important changes in the escape-clause procedures pre 
scribed under the current trade extension law. The present 1-year limitation in 
which the Commission is required to complete its escape-clause investigations 
and submit its findings and recommendations thereon, is reduced to 6 months. 
(inder the mandatory provisions of the Simpson bill, the President must pro 
laim the Commission’s escape recommendations within a 30-day period. Present 
aw permits the President to ignore the Commission’s findings of injury but re- 
quires him to explain his rejection thereof to the Congress. 

H. R. 4294 considerably widens the scope of remedial action which can be 
invoked under the escape-clause machinery. The Tariff Commission, in sub- 
mitting its escape findings of injury to the President, could recommend (1) a 
permanent withdrawal, modification, or suspension in whole or in part of the 
ffending concession; (2) import quotas for specified periods; or (3) a com- 
bination of any of the foregoing kinds of relief. Furthermore, the Commission, 
either under the escape-clause procedures, or under the cost-of-production 
provisions of the reactivated section 336, could increase rates of duty beyond 
their preagreement levels. 

The Simpson extension measure also provides for import quotas and addi- 
tional duties on petroleum products, lead, and zinc, under special circumstances. 

As author and sponsor of the so-called escape clause, now section 7 of 
Publie Law 50 of the 82d Congress, I would like to ask the indulgence of the 
committee for the privilege of presenting the necessary background having 
to do with our tariff policies so as to provide a sensible approach to the wisdom 
of imposing quotas in order to protect certain basic domestic industries, in 
cluding soft coal and independent oil, from excessive imports. 

Mr. Chairman, after months of extended and intensive research and with 
a liberal application of my imagination, I am in a position to inform the com 
mittee that we do have a basic tariff law. I hasten, however, to add that any 
reference to or comparison of our present hodgepodge trade policies with the 
basic provisions of the Smoot-Hawley Act of 1930, would be purely coincidental 
and would lead one to confusion and frustration. 

Should one plan a trip into the morass of State Department finesse or lack 
of finesse in connection with the development of our present trade policies, it 
would lead to such way stations as Geneva and Torquay. At Geneva, if your 
stopover privileges permitted, you would add to your vocabulary a new word 
GAATT, pronounced GAT, which in ordinary parlance means General Articles 
of Agreements on Tariffs and Treaties. You would also learn that in 1945 at 
this Geneva Convention, our State Department arbitrarily allocated to itself 
the powers vested by the Constitution in the Congress, the right to make and 
approve treaties. If there is any doubt in the minds of the members of this 
committee that such international agreement was entered into, may I recall 
that 1 short vear ago when the 82d Congress desired to revoke the reciprocal 
agreement with Czechoslovakia, it was necessary to assemble all the signatory 
nations to this International Agreement on GAATT at Geneva and get their 
unanimous consent to set aside the agreement with Czechoslovakia. 

I doubt seriously that many Members of Congress ever dreamed the original 
Reciprocal Trade Agreements Act or subsequent extensions of the agreement 
intended that the State Department have such authority, through the device 
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of implementing the rather broadened authority granted the President in 
1934 to negotiate trade agreements. 

When the distinguished Tennessee statesman, Cordell Hull, then Secretary 
of State, conceived the idea of reciprocal agreements, he found it necessary in 
order to get congressional approval, to work out a combination of legislative 
blocs. He succeeded in making freetraders out of former high-tariff advocates 
of the industrial areas of the North and East, and protectionists out of erstwhile 
freetraders in the cotton- and tobacco-growing areas of the South, and the wool 
growers of the Midwest and Far West. Under the act the farm groups are 
protected against imports and a select list of industry selling abroad are 
reaping the benefits. 

In doing this, a vast segment of American small business was left outside 
the area of agreement and it is this segment of our economy that is today bear 
ing the brunt of excessive competition of imports from abroad. It is these groups 
that employ millions of American workers for whom I have been fighting since 
coming to the United States Congress in 1945. The Simpson bill is intended to 
accord equal treatment with other groups receiving more favorable consideration 
under the Reciprocal Trade Agreements Act. 

The situation affecting residual oil and soft coal, which under the escape clause, 
is a like competitive fuel in the same field, is indeed acute and this I shall under- 
take to prove. I think the record should also show that other sections of the 
Simpson bill have to do with other domestic products thai are today being 
threatened with extinction because of the lack of favorable consideration accorded 
other domestic producers in the Trade Agreements Act. 

It is worthwhile to note that the Smoot-Hawley Act of 1930, did not provide 
import duties on crude oil or its byproducts. At that time the so-called big oil 
companies were busily engaged in developing their domestic resources. They had 
not yet acquired oil concessions in Saudi Arabia, Iraq, and Venezuela. They were 
protectionists, not freetraders, and they were the prime movers, Mr. Chairman, 
back of the action taken by Congress in 19382, to place a tax of 21 cents a barrel on 
shipments of crude oil as an amendment to section 3422 of the Revenue Code so 
guard their domestic mai ket 

in more recent years, these same big oil companies, that have suddenly become 
internationalists in their thinking and policies have acquired vast concessions of 
oil reserves abroad which they are now operating and from which they are now 
importing at an alarming rate of increase that threatens the very existence of the 
independent oil industry and the soft-coal industry in America. 

While the 21-cent per barrel tax tixed by the Congress in 1932, would not be a 
deterrent to increased shipments at present, it is well to note that the original 
21 cents remained fixed from more than 20 years except for one slight concession. 
The idea of a quota is not new, Congress employed this device back in 1939 on 
imports equal to 5 percent of domestic production of residual oil the Mexican 
trade treaty, agreed to in 1948, had a rate of 104% cents import duty on this type 
of oil and under the favored-nation clause it affected Venezuela and Far East 
imports until it was expired in 1950, 

The matter remained in status quo until 2 years ago when former Secretary 
of State, Dean Acheson, at the requests of two large American companies, the 
Standard Oil Co. of New Jersey, and the Socony Vacuum, with mounting produce 
tion in Venezuela, conceived the idea of writing a new reciprocal trade agreement 
with the Republic of Venezuela. It is largely this new reciprocal agreement and 
the favored-nations clause in the act that has created the acute situation that the 
Congress faces today 

Members of the committee will recall that I have been appearing before this 
committee regularly since coming to Congress in 1945, pointing out many of the 
inconsistencies of our Trade Agreement Act. I protested the new Venezuela 
reciprocal trade agreement both before the Tariff Commission and at the White 
House. It will be recalled that the Tariff Commission, a bipartisan board of six 
members, divided equally on the wisdom of a new treaty with Venezuela and 
certified their disagreement on the proposed new trade agreement to the President 
for final decision , 

My pleadings at the White House as to what would happen to the independent 
oil industry and the soft coal industry fell on deaf ears. I charged then and I 
repeat the charges now, that the President exceeded his authority under section 
2B of the Reciprocal Trade Agreements Act of 1934, which reads: “Provided, 
That the duties payable on such an article shall in no case be increased or de- 
creased by more than 50 percentum of the duties now payable thereon.” 


as to safe 
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I call the committee’s attention to the words “now payable thereon.’ The 
rates in August 1952, when the President proclaimed the new treaty, were 21 
cents per barrel on all imports of residual oil except for a limited quota that 
was-admissible at 1014 cents per barrel. He erred in using the 101% cents per bar- 
rel in effect in 1945 under the Mexican treaty as a basis for applying the 50 per- 
centum cut to fix the rate in the new treaty at 5% cents per barrel. Had he used 
the rates now payable—the 1952 rate—the present import duty would be 10% 
cents. 

I am advised this question was raised at hearings before the Tariff Com- 
mission. I think it is a question of such import that it be raised before this 
committee and if need be on the House floor. 

The new Venezuelan Trade Agreements Act, through Presidential mis- 
ipplication of congressional intent, became a part of our reciprocal trade policy, 
and the imports of residual fuel oil have been at or near floodtide since the 
day the agreement became effective. This goes beyond the lack of finesse and 
borders on deliberate evasion. 

The United States Tariff Commission, a bipartisan board composed of six 
members, was set up as an adjunct to the Congress and has a quasi-legislative- 
judicial function. It was never intended by the Congress that it should be a 
tail on the kite of the State Department's foreign policy. 

The findings of the Tariff Commission on the proposed new reciprocal agree- 
ment with Venezuela are interesting. Commissioners Ryder, Edminster, and 
Durand voted to approve the new agreement. Commissioners Brossard, McGill, 
and Gregg voted in the negative. They were in agreement that any reduction 
in the import duty of 21 cents per barrel (approved by the Congress in 1932) 
below 10144 cents would violate the peril point and escape clause provisions 
written into the act in 1951. 

The Tariff Commission, as provided by law, certified its findings to the Presi 
dent and filed copies with the House Committee on Ways and Means and the 
Senate Finance Committee, also as provided by law. Former President Truman 
disregarded the warning about violations of peril point and escape clause and 
sided with Commissioners Ryder, EKdminster, and Durand to make the treaty 
effective upon filing his findings (during a recess of the Congress) with the 
clerk of the Senate and the Clerk of the House. 

Mr. Chairman, since your committee has on file the Tariff Commission’s 
report in this instance, I shall not request that it be included in its entirety in 
the record of this hearing. However, I feel that the conclusions reached by 
both the Ryder, Edminster, Durand, and the Brossard, McG.ll, and Gregg 
groups merit the attention of this committee. 1 have included the fiadings of 
both groups in my formal presentation. I desire to comment only on the 
points in disagreement between the two groups. 

It should interest this committee to know that as late as August 1952 the 
serious situation in the soft-coal industry brought about by unfair competiion 
from residual fuel oil importers, was totally disregarded by the Commission. 
It is also interesting for this committee to know that the only consideration 
given was from the standpoint of a peril-point finding, completely ignoring the 
escape-clause provision on proof of serious injury or threat of serious injury. 

Now, let me picture the havoc caused in my home State of West Virginia by 
the application or the misapplication of this new treaty that has opened the 
floodgates from a million barrels a day production in Venezuela. 

The crude-oil industry in West Virginia has in the past been a billion-dollar 
industry. It is still an industry running well into the millions annually. It is 
largely in the category of independent production. It has not (due to the fact 
that our high grade crude is used for lubricating oil) felt the impact of foreign 
competition in the same ratio that it is affecting the areas such as Texas, Okla- 
homa, and Louisiana where the cheaper grade of crude is losing markets to out- 
side residual oil from abroad. I am sure this situation will be presented to your 
committee in detail by the independent oil industry. 

West Virginia’s major industry is coal. It is the Nation's largest producer of 
this fuel so vital and necessary to our national security. It involves 65 percent 
of our overall State economy. It is the largest single source of tax revenue to 
the Nation, State, and local government in West Virginia. The unemployment, 
with consequent loss of payroll and decreased purchasing power, affects many 
other allied industries such as railroads, timber, mine machinery, ete. 

Not the least of our troubles is the great drain on our workmen’s compensation 
fund, the Federal Unemployment Insurance and direct State aid. Former 
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thriving mining villages are now ghost towns. The mines are closed; the com- 
pany stores are closed and 75 percent of the population on direct relief. 

The following several pages are intended to give the committee an insight into 
the devastating way in which one of the Nation’s major and most essential basic 
industries is being liquidated. I shall scan these pages hurriedly and call atten- 
tion to the several statistical tables on unemployment, wages, tonnage mine 
closings and welfare funds certified to me officially by our State bureau of mines, 
our State employment service, and the Northern and Southern West Virginia 
Coal Associations. 


EMPLOYMENT AND UNEMPLOYMENT IN THE BITUMINOUS MINING INDUSTRY IN 
WEST VIRGINTA 


Employment in the bituminous mining industry in West Virginia, the major 
industry of the State, declined 33,100 from January 1949 to March 1953. This 
25 percent (24.7 percent) drop in slightly more than 3 years was from an em 
ployment level of 134,200 to 101,100. 

One out of every four wage and salaried jods in the State in January 1949 was 
in the coal industry. In March 1953 only 1 out of every 5 such jobs was in the 
coal industry. Employment of all wage and salaried workers in January 1949 
of 540,500 declined to 507,200 in March 1953. This 33,300 or 6.1 overall loss in 
employment was only 200 more than the loss in coal mining alone. 

Thirty-four percent of employment covered by unemployment compensation in 
January 1949 was in the bituminous mining industry. This percent of coverage 
had dropped to 28.3 percent in September 1952 (latest data available). During 
this period covered coal-mining employment dropped from 133,000 to 105,000, 
a net loss of 27,000. All employment covered by unemployment compensation 
showed a net loss of 19.600 from January 1949 to September 1952, declining from 
391,100 to 371,500. This overall decline was 7,400 less than in mining. 

Average weekly payrolls in coal mining during 1951 of $8,876,940 dropped to 
$7,826,440. A payroll loss of $1,050,500 per week. During the first quarter of 
1953, the average weekly payroll was $7,302,720 in the coal industry. A weekly 
payroll loss of over one-half million ($523,720) from 1952, and $1,574,220 from 
1951. 

Unemployment compensation benefits paid to unemployed miners more than 
doubled, increasing 119.5 percent for the 12-month period of April 1951—March 
1952 to April 1952—-March 1953. Thirty-six percent ($3,195,813) of all benefits 
($8,871,196) paid during the April 1951-March 1952 period was for jobless 
miners. As unemployment worsened in the coal industry, unemployment com- 
pensation benefit payments increased to 48.2 percent ($7,013,415) for jobless 
miners of all benefits paid ($14,525,493) during the most recent 12-month period 
of April 1952—March 1953. 

Weeks of unemployment paid by unemployment compensation in the coal 
industry increased 118.8 percent from April 1951—March 1952 to April 1952— 
March 1953. The 158,451 weeks compensated for the coal industry from April 
1951—March 1952 was 31.4 percent of the 503,913 weeks compensated for all 
industries. The 346,714 weeks compensated for the coal industry was 46.6 per- 
cent from April 1952-March 1953 of the 744,722 weeks compensated for all 
industries. 

Over forty thousand (40,128) or approximately 1 out of 3 coal miners received 
i or more unemployment compensation payments during the 12-month period 
from April 1952 to March 1953. This was an increase of 129.7 percent over the 
17,471 who received payments during the previous 12 months from April 1951- 
Mareh 1952. Over half (50.2 percent) of the claimants receiving payments were 
from the mining industry during the last 12 months ending March 1953. Less 
than a third (30.1 percent) were from the mining industry for the previous 
12 months ending March 1952. 

There were 5,427 coal miners who exhausted their unemployment compensa- 
tion benefits during the period from April 1952 to March 1953—66 percent in the 
last 6 months. (The maximum number of weeks compensated is 23 if there 
are no disqualifications.) This was a 79.9 percent increase over the 3,017 who 
exhausted their benefits during the previous period from April 1951 to March 1952. 

During March 1953, there were 11,180 coal miners who received unemployment 
compensation benefits. Of those receiving benefits, 8,140 were totally unemployed 
and 3,040 were partially unemployed (receiving less than full-time work, gen- 
erally 1 day or less per week). There were 646 coal miners who received their 
final benefit payment, and 3,415 who received their first payment. 
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In addition to the 11,180 who received unemployment compensation benefits 
during March, there are thousands of unemployed miners who have exhausted 
their unemployment compensation benefits. Due to the drying-up of job oppor- 
tunities in the coal industry, the majority of these men remain jobless as there 
are no other local jobs available, and they are further restricted in securing 
employment in that their work experience is not readily adaptable in other 
ndustries, particularly the older worker. 

At the end of March 1953, there were 23,844 applications on file of workers 
seeking employment through the facilities of the 24 local oftices of the West Vir- 
ginia Employment Service. This was a 17 percent increase from March 1952. 
The 8 local offices serving southern West Virginia, the heart of the bituminous 
coal fields, had 9,05C applications on file. The 6 offices serving the northern 
section of the coal industry had 4,456 applications on file. Other local offices 
such as Charleston, Moundsville, Weirton, and Wheeling also had many appli 
cations on file of jobless miners. 

Mining employment has declined to 9,360 in Raleigh County, a loss of 1,740 
since March 1952. Mining employment has declined to 16,050 in Fayette and 
Kanawha Counties since last March, a loss of 1,800. Mining employment has de- 
clined to 5,630 in Marion County, a loss of 830 since March a year ago. Mining 
employment has declined to 4,590 in Monongalia County, a loss of 980 since last 
March. Mining employment in other coal-producing counties such as Logan, 
McDowell, and Mingo have likewise suffered severe reductions in employment 
during the past 12 months, 

There are 10 labor-market areas in West Virginia classified by the Bureau 
of Employment Security of the United States Labor Department for the purpose 
f showing labor supply and amount of unemployment. 

The three metropolitan areas of Charleston, Huntington-Ashland, and Wheel- 
g-Steubenville are currently classified as group III (moderate labor surplus) 
Che seven other labor market areas of Beckley, Fairmont, Martinsburg, Morgan- 
town, Parkersburg, Point Pleasant, and Ronceverte-White Sulphur Springs are 
currently classified as group IV (substantial labor surplus). Other areas of the 
State not classified have a substantial laber surplus. As shown by the most re 
cent reports this year for these 10 areas estimated unemployment was 32,630 or 
6.5 percent of the labor force. For the five areas of Beckley, Charleston, Fair 
mont, Morgantown, and Ronceverte-White Sulphur Springs in which bituminous 
mining is the major industry, estimated unemployment was 16,030, or 7.8 per 

cent of the labor force. 

The alarming situation in West Virginia is not complete unless there are in 
cluded the thousands of men now unemployed in strip mining. In 1946, when 
there was a heavy demand for coal, there were in my own county 120 such strip- 
mining operations producing 8 million tons annually. Less than 10 of these 
120 operations are now active. On the basis of 18 percent of the State’s coal pro- 
duction coming from strip mines, the unemployment in the mining industry in 
West Virginia would add an additional 12,000 to the 33,000 unemployed. This is 
a total of approximately 45,000 unemployed. 

The continuing decline in employment in the bituminous mining industry dur- 
ing the past few years with no substantial expansion of employment in other 
ndustries in the State, has resulted in a high level of unemployment which is 
seriously affecting the living standards of the job seekers as well as the general 
economy of the State. 

In order to call the attention of the committee to the seriousness of the sit 
nation in West Virginia, I desire to include the following letter from Mr. Joseph 
Bierer, Chief of the State Bureau of Mines in West Virginia, listing the mining 
operations that have been closed in the past 3 months due to a lack of markets: 


Apri 24, 1953. 
Hon. CLEVELAND M. BalILey, 


Congress of the United States, Washington, D. C. 

Dear Mr. Bartey: Enclosed you will find a list of the mines that have been 
reported as being closed in West Virginia since January 15, 1953, as per your 
telephone request of April 22, 1953. 

Very truly yours, 
Joseru BIerer, 
Chief, Department of Mines. 
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Vines closed in the southern producers’ area during period Jan. 1, 1953, through 
Feb. 28, 19538, and reason for closing 

















} La t Appro 
r ‘ ( } ter 
when Al al Rea I lo 
> ne field > ITN ITN proarue permanent 
Producing field Railroad Pe ese tior 
Kanawha C.&o0 10 140, 000 Pern ent Market, lack of demand; 
I st of operation 
New River lo 7, OOF lem porat Do 
yndy do ‘6 75, O High cost yperatior 
er Buchanan N. & W 77 70,000 | Permanent Worked out 
honta io 150 $50, 000 lemporar High cost of operation 
A ilachiat L.& N 2134 77,000 | Permar Hizh cost of operatio 
market, lack of d 
mana 
Harla s do 60 50, 000 do Closed by Federal mine 
inspector 
Villiamso N.& W 2258 210, OOF lo High cost of operation 
C.&0O . 100, 000 0 Econ e conditior 
i lo 10) 170, 000 io Worked out 
New River Virginiar 87 145, 000 lo Market, la f demand; 
high cost of operation 
Pocah tas N. & W 2 450 500. 000 do D 
1 rn Appalachia L.& N 180 8, OOO 10 Hich cost of operation 
5-\ Kanawha C.&0 16, 250, 000 lo M et, lack of demand 
hizh cost of operation, 
( January 1953 
( ed, February 1953 
ne temporarily closed June 1952 for about 60 days. Now closed permanently 


Recapitulation—Mines closed down during period Jan. 1, 1953, through 
Feb. 28, 1953 








‘ Number of A pproximate 
Number of h 
Subdistrict - es en annual 
ae iyroll production 
1 ed because of lack of market demand and high cost 
} thonta 2 00 930. 000 
‘ River 2 100 182. 000 
kK vha 2 271 390, 000 
Loga ] {38 900. 000 
W illiamson l 238 210, 000 
B indy-Elkhorn l 86 75, 000 
ithern Appalachian 2 14 215, 000 
Total ll 2, 247 2, 902, 000 
Mir vorked out 
Logan 1 40) 170, 000 
pper Buchanan l 77 70, 000 
lotal 2 117 240, 000 
Mines closed—other reasons 
Harlar 1 60 50, 000 
] nes closed 
I shontas 2 900 930, 000 
New River 2 100 182, 000 
Kanawha 2 271 90, 000 
Logan 2 378 1, 070, 000 
Williamson 1 238 210, 000 
Upper Buchanan l 77 70, 000 
Big Sandy-Elkhorn... l st 75, 000 
Harlar 1} 60 50, 000 
Southern Appalachian 2 14 | 915, 000 
Total 14 2, 424 3, 192, 000 
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Survey by: Southern Coal Producers’ Association 
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Identification of mines closed in southern producers’ area during Jan, 1, 1951 


AGREEMENTS EXTENSION ACT OF 


through Dec. 31, 1952 


Company 


War Eagle Collieries 

Sawyers & Peyatt, Inc 

United States Steel Co 

Blythe Bros. Co 

Pond Creek Pocahontas Co 
Semet-Solvay Division 

Allied Chemical & Dye Corp 
Mili Creek Coal & Coke Co 
Mill Creek Colliery Co 
Branch Coal & Coke Co 
Maryland New River Coal Co 
Mary Francis Coal Co 

Laurel Smokeless Coal Co 
Maryland New River Coal Co 
Maryland New River Coal Co 
Maryland New River Coal Co 
Cameo Coal Mining Co 
Hatfield Campbell Creek Coal Co 
Jarroll Coal Co 

Mile Branch Coal Co 

No. 5 Block Coal Co 

Orlandi Coal Co 

Princess Dorothy Coal Co 
Webb Coal V ining Co 

W yatt Coal Co 

Birch Mining Co 

Truax-Traer Coal Co 

Armco Steel Corp 

Clothier Coal Co 

Dixport Coal Co 

Leevale Collieries, Inc 
Eastern Gas & Fuel Association 


Cabin Creek Coal Co 
Epic Coal Co 
W. Va. Coal & Coke Co 


Wanda Mining Co 

Ames Mining Co 

A mherst Coal Co 

Island Creek Coal Co 

Snap Creek Coal Co 

Utilities Coal Co 

Gilliam Coal & Coke Co 

Panther Red Ash Coal C« 

Winco Block Coal Co 

Ames Miaing Co 

Eastern Coal Corp 

Crystal Block Coal & Coke Co 

Borderland Colleries Co 

Panther Coal Co 

Diamond Elkhorn Coal Co 

Letcher Coal Co 

Allen & Allen 

Utilities Elkhorn Coal Co 

Semet Solvay Division, Allied Chemical & 
Dye Corp 

Black Gold Mining Co 

Kentucky Blue Grass Mining C« 

Carrs Fork Coal Co 

Wisconsin Coal Corp 

Mill Ridge Coal Co 

Blue Diamond Coal Co 

Turkey Pen Coal Co 

Atlas Coal Co 

Bell Coal Co 

Coleman Fuel Co 

Kentucky Jellico Coal Co 

Rennebaum Coal Co 

River Ride Collieries 

Mahan Ellison Coal Corp 

Black Star Coal Co 

Raven Red Ash Coal Co 

Diamond Coal Mining Co 

Fork Mountain Coal Co 

Dixie Anna Fuel Co 

Pewee Coal Co 

Blue Diamond Coal Co 

High Point Coal Co 

Premier Jellico Coal Cory 

Sun Ray Coal Co 








Mine 
War Eagle 
Pando 
No. 13 
Mill Creek 
No. 4 
Marytown 
Wardue 
Mill Creek 
Elverton 
Dubree No. 3 


Ingram Branch 
Hemlock 

No. 2-2A 

No. 4 

No. 6 

Cameo 
Putney 
Jarroll 

Mile Branch 
No. 5 Block 
Orlandi No. 2 
Eunice 
Ferndak 





l 
Shamrock No 
Montcoal No. 2 
Ottawa 
Star Slope 
Leevale 
Powellton No. 3 
No. 1 
Epic 
Earling 
Wanda 
Freeze Fork 
Lundale 
No. 20 
No. 1 


Utilities 
Gillian 
Douglas 
Winco Block 
Mingo 
Hardy 

No. 3 

No. 1 
Roseann 
Diamond and Reed Breaker 
Elk Horn 4 
Allen 
Martin 8H 
Henry Clay 


Black Gold 

Kentucky Blue Grass No. 4 
No. 4 

No. 4 

Mill Ridge 

Pathfork 

Remona 

Capito 

Little Creek 

Red Bird 

Ky. Jellico 

Hartranft 

Cote 

Stanfill 

Dixie Star 

No. 2 

Diamond No. 2 

Regal ¢ 
Black Sun 
Pewee 

Royal Blue 
High Point 
Premier Jellico 
Sun Ray 









1953 





Location 


War Eagle, W. Va 

Mohegan, W. Va. ’ 
Moses, W. Va 
Anawalt, W. Va 
Bartley, W. Va. 







Hemphill, W. Va. 

English, W. Va. 

Ansted, W. Va. 
Elverton, W. Va. ( 
Vinona, W. Va. 

Ingram Branch, W. Va 

Kathryne, W. Va. 

Winona, W. Va. 

Winona, W. Va. 

Winona, W. Va. 


Cameo, W. Va ‘ 
Putney, W. Va. ( 
Morrisvale, W. Va 

Cedar Grove, W. Va { 


Madison, W. Va. 

Ashford, W. Va. 

Eunice, W. Va { 
Garrison, W. Va. ' 
Eskdale, W. Va | 
Birchton, W. Va ' 
Dorothy, W. Va. 

Nellis, W. Va. , 
Clothier, W. Va. 
Cinco, W. Va. 

Leevale, W.Va 

Elk Ridge, W. Va 

Drybranch, W. Va 

Rita, W. Va. 

Earling, W. Va 

Ethel, W. Va. 

Ethel, W. Va 

Ambhersidale, W. Va 

Holden, W. Va. 

Logan, W. Va. 

Kistler, W. Va. 

Gilliam, W. Va. 

Panther, W. Va. 

Naugatuck, W. Va 

Thacker, W. Va. 

Hardy, Ky. 

Rawl, W. Va. 

Borderland, W. Va 

Roseann, Va. 

Bosco, Ky. 

Cromona, Ky. 

Manton, Ky. 

Martin, Ky. 

Lookout, Ky. 


Lothair, Ky. 
Hazard, Ky. 
Allock, Ky. 
Wiscoal, ky. 
Archer, Ky. 
Insull, Ky. 
Pineville, Ky. 
Capito, Ky. 

Rella, Ky. 

Field, Ky. 

Kay Jay, Ky. 
Middlesboro, Ky. 
Evarts, Ky. 
Liggett, Ky. 

Alva, Ky. 

Red Ash, Va. 
Rosedale, Tenn. 
Fork Mountain, Tenn. 
Monterey, Tenn. 
Carbon Hill, Tenn 
Royal Blue, Tenn. 
Caryville, Tenn. 
Middlesboro, Ky 
Caryville, Tenn. 
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Vines closed in the southern producers’ area during period Jan. 1, 1951, through 
Dec. 31, 1952, and reason for closing 


Location 


Producing field Railroad 


~ 


Closed, February 1951 


A Hazard L.& N 
A Logan C.&0 
Closed March 1951 
A Harlan L.& N 
Closed, April 1951 
\ South Appalachian | Tennesses 
\ Pocahontas N.& W 
Closed, May 1951 
A Kanawha C.&0O 
A New River do 
Closed, June 1951 
New River do 
South Appalachian | Tenness¢ 
B Kanawha N.Y.¢ 
( do ( &O 
A Williamson N.& W 
i-B Pocahontas N. & W 
1-C do do 
B Williamson lo 
Closed, July 1951: 
1-D Pocahontas do 
~D Kanawha oes ae 
Closed, August 1951: 
i-B Harlan L. & N 
11-€ do do 
Closed, September 
1951 
6-B Logan C.&0 
Closed, October 1951: 
03-¢ New River do 
\5-K Kanawha do 
Closed, November! 
1951 
06-( Logan . : do 
Closed December 1951 
6-D Logan do 
03-D New River Virginian 
Closed, January 1952: | 
07-C Williamson --|N.&W 
13-4 South Appala- | Tennes 
chian, see. 
Closed February 1952 
uv-A Big Sandy C.&0 
10-B Hazard L. & N 
09-B Big Sandy do 
Closed, March 1952 
12-A Virginia N. & W 
Closed, April 1952 
i 09 Big Sandy C.&0 
06-F Logan do 
11-D Harlan L. & N 
and So, 
Ry. 
11-1 do L. & N 
li—} do ‘ do 
06-} Logan C.&0 
11-G Harlan L.& N 
13-D Southern Appa- | Tennessee 
| lachian 
i 1l-H Harlan ; L.& N. & 
So. Ry 
j 11-1 do ‘ L.& N 
Closed, May 1952: 
10-C Hazard L.& N 
1i-J Harlan L. & N 
05-F Kanawha C.&0O 
09-D Big Sandy C.&0 
i Closed, June 1952: 
i 11-K Harlan eS lO 
01-F Pocahontas........! N. & W 





Number 


ofmen | Approxi 
on pay- mate Closing tem- 
roll annual porary o1 
when produc- permanent 
mine tion 
closed 
110 75, 000 Permanent 
0 30,000 | Temporary 
72 60, 000 do 
200 145,000 | Permanent 
100 56,000 | Temporary 
95 150, 000 do 
13 4,000 | Permanent 
a5 34, 000 do 
190 180. 000 do 


109 115,000 | Temporary 


2 10, 000 10 
110 70, 000 do 
125 80, 000 do 
37 500,000 | Permanent 
125 90,000 | Temporary 
20 17, 000 Permanent 
86 75, 000 lemporary 
185 98,000 | Permanent 
48 22, 000 do 

| 
104 93, 000 do 
25 20, 000 do 
38 28,000 | Temporary 
73 73, 000 
117 105,000 | Permanent 
95 | 50,000 do 
195 200, 000 do 
30 30, OOO ac 
105 115, 000 do 
150 15), 000 | Temporary 
il 20,000 | Permanent 


300 200,000 | Temporary 


le 16, 000 do 

205 250, 000 do 

60 45,000 | Permanent 
gs 94, 000 do 

46 27, 000 do 

326 725, 000 do 

225 165, 000 do 

145 55,000 | Temporary 
65 50,000 | Permanent 
58 28, 000 do 

155 116,000 | Temporary 
65 72,000 | Permanent 
25 25,000 | Temporary 
220 85,000 | Permanent 


200 125, 000 
165 150, 000 


Temporary 
Permanent 


Reason for closing 


High cost of operation 
Market lack of demand 


High cost of operation 


Do 
Market lack of demand 


Do 
Worked out 






Do. 
Market lack of demand 
High cost of operation 
Market lack of demand 
Do. 
Do, 
Kut between incorpo- 
rators 


Worked out 
Market lack of demand 


Do. 
High cost of operation 
Market lack of demand 


High cost of operation 
Do. 


Worked out 


Do. 
Market lack of demand 


Do, 
High cost of operation 


Do. 
Worked out 


Do 
Bad labor conditions. 


Market lack of demand 
Do. 
Worked out. 


Market lack of demand. 
High ccst of operation 


Do. 
Do 
Do. 


Do. 

Do 
Worked out 
High cost of operation, 
Market lack of demand 


High cost of operation 


Do. 

Do. 
Market lack of demand. 
Worked out. 
Market lack of demand 
High cost of operation 


Do 
Do. 
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Vines closed in the southern producers’ area during period Jan. 1, 1951, through 
Dec. 81,1952, and reason for closing—Continued 














I Num be 
otT x 
Mir I ur r Reason for closi 
Denies field R . " ! permanent 
Closex 
05~« K £ O 187 000 | 7 porary.| Market lack of demand 
5-H de C.&0O 190 60. 00 1 Do. 
08-1 1 C&O 193 60, 00 do Do. 
Closed, August 1952 Do. 
0 Kanaw C.&0 13 0, 00) I ial t Do, 
: & W l 105, 000 lemporary Fire. 
C 
K C.&0 1 4¢ 40, 00 Permanent High cost of operation, 
( , 
( ‘ 150 140, 00 10 Do 
}-F achian.| So. R 300 250, OO Not reported 
5 . C.&0 20 12, 09 do High cost of operation 
5-P d 1 42 74, OD 
05-Q io a. s 124 Wt ‘ Market lack of- demand 
high cost of operation; 
owner did not sign 
contract 
07-F Williamson N. & W 215 300, OOK High cost of operation 
and no market 
13-F South Appalachian.| Southern 6 70, 000 Not reported. 
I New Riv C,&0O 81 30, 000 Mining conditions and 
high cost of operation 
R Kanawha lo 125 8. OOO emporary Market lack of demand; 
high cost of operation; 
owner did not sign 
contract 
E Pr I N. & W 120 260, 00) Permanent Worked out. 
13-G Ss A ppala i I & N 100 75, OO Not reported, 
and 
South 
09-E Big Sandy C.&0 358 360, 000 remporary Economic conditions and 
lack of orders. 
13-H South Appalachian | Southern 50 0), 000 Not reported. 
10-D Hazard. L.& N 103 50,000 | Permanent High cost of operation. 
Closed, NovembDe 
07-} YW lliar N. & W ) 75, 000 remporary Reconstruction work 
Ars Kanaw C.&0 469 450, 000 sa Market, lack of demand, 
high cost of operation 
= ; —— 
03-F vs wed. I Ra a tH? i 55 52,000 | Temporary _| High cost of operation 
03-G d 112} 100, 000 Do 
H lo lo 90 75, 000 do Do. 
ol-H Pocahontas N.& W 80 5,000 | Permanent Do. 
07-H W illiams lo 95 331 000 do Do 
01-G Pocahont 160 250, 000 lo Do 
eG Logat C.&0 71 150, 000 Do. 
06-H dc io 150 240, 000 do Do. 


\? 
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Mines closed down during period Jan, 1, 1951, through 
Dec. 31, 1982 





47 





} f Number of late 
Subdistrict Nu ver of ; J 
1es 
payrou 
{ ed because of lack of market d and and high cost 
Poe t ) 08, ODM 
D 4 338 257, 000 
I lf 2,113 1, 533, 750 
I t i) S48, 000 
V S 4 s4 791, 000 
Elk 1 699 576, 000 
i 1 Is 391. O00 
l 1,0 714, 000 
3) 10, 000 
A ppalacniar J 7 l ( 825, 000 
61 8, 18] 643, 750 
{ Kt 
I 2 157 7¢ 000 
New R 4 168 112, 000 
] 2 431 S18, 000 
A 1 ) 200, 000 
} 1 Elk 1 ll 20, 000 
11 1, 026 1, 982, 000 
\ other reaso 
S l 12 SO) ou 
IK i ] 4 1, 
VV 9 22 an O00 
Ss ‘ A ppalachia l 30, OO) 
tal 5 429 64. 000 
es closed 
} t 8 g , 348, 000 
I S (y¢ ao. Om 
K wha 1 l 60 } 
] i - 1, 166 6, 000 
W mst ” 1 2% \ 
B s ly-Elkhor 710 6. 000 
Hazar 4 Is 41, 00 
H l 1. 122 86, O 
\ ”) 
ADI I 8 1, ORK R55. OO 
Total 77 ) 629 8. 989. 750 
From report ut tted by member associations 
du r Ssouthe ( I 1ucer Association 
Losses in District No. 3 in tonnage and manpower since Jan. 1, 1951 
{ \ 
Cou I Cr , 1YdZ OVE ; 19 j 
19 . 19. 4 1 28 
Jan, 1 
951 
1951 1952 s Percent Me Pe 
I On » 804, 34 618, 707 17. 61 > 1K x o7. TE 
I to 140, 489 54, OS4 86, 405 61. 50 122 4 60. fe 
é 121, 244 x6, 0 } () 131 44 ) 
H 9, 799. 276 8. 477. 142 |1. 322. 134 13. 49 O14 942 4.77 
Lew 132, 720 $42, 871 SO, 849 20. 76 02 | } 
Marior 0, 149, 460 | 10, 073, 717 75, 74 7 9 24 00 
M lia 11. 315. OOF 9, 506, 991 11, 808, 015 15. 98 5 464 1.7 ON 
2, 507, 64 2, O59, 219 448, 427 17. 88 2.1 ROS RS 
I 1, 747, OF 1, 428, 202 18, 894 18, 25 2, 638 12 19. 41 
Randolp) 1, 622, 261 1, 198, 631 423, 630 27.11 1. 476 206 | ” 
I lor 195, 334 181, 540 13, 794 7. OF F 61 ~ 
Upshur 1, 200, 558 916 E 284. 293 2 7 ( 0 1. 51 
W ebste 1, 656, 152 1, 320, 847 05 20, 1, 620 R19 0. 5é 
Other 2, 837 $26, 475 26, 362 7 181 v 4.97 
Total district 44, £39, 157 8, 901, 641 |5, 937, 51¢ 24 7,301 6,8 25, 22 
NOT! ron 1 for 1952 is from preliminary reports. Number of men shown for Jan. 1, 1951, is th 
average number of men shown as of Dec. 31, 1950. Others include Greent r al Pocahor t 
Source: Northern West Virginia Coal Association, Fairmont, W. Va., Apr. 30, 19% 
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Vumber of men losing employment at mines in northern West Virginia—Jan. 1, 
counties of mines closed and men 








losing employment due to mines closing or furlough of employees—Jan. 1, 1951, 


to Apr. 


80, 1953 


Mines furloughing 


Mines closing 


Total affected 








County - - 

Mines Men Mines Men Mines Men 

Barbour 2 256 9 327 il 58 
Braxton 4 74 4) 74 
Gilmer 3 44 3 | 44 
Harrisor 5 343 23 SYY 28 1, 242 
Lewis 1 20 1 » 
Marion { 379 3 145 7 24 

Monongalia 10 450) 17 1, 303 27 1,7 
Nicholas 7 570 3 238 10 ROS 
Preston 8 303 1) 20 19 512 
Randolph 1 120 } 8b 5 20 
l'aylor 1 61 l 6 
Upshur l 24 3 206 4 230 
Webster 3 550 3 269 6 819 
Others 1 9 1 ( 
Total, District No. 3 41 2 905 S6 3, 890 27 6, 88 

Source: Northern West Virginia Coal Association, Fairmont, W. V+., Apr. 30, 1953 


WHAT HAS HAPPENED TO THE COAL INDUSTRY IN WEST VIRGINIA? 


A statistical picture of all major industries in West Virginia was presented 
in the February 1953 issue of employment Review, State of West Virginia. The 
article covered the changes which have taken place over the past 5 years with 
respect to employment, hours and earnings. This article covers the coal mining 
industry only and points up the changes in more detail. 

Normally the published monthly estimates in the West Virginia Employment 
Trends of employment, hours and earnings of production workers in the coal 
industry presents a reasonably representative picture of conditions within the 
industry. Now, however, certain factors have entered the picture which affect 
the behavior of the various divisions of the industry in different ways and in 
varying degree so that their movements are no longer uniform. 

In order to present a true picture of conditions within the industry, it must 
be broken up into its natural divisions; economic, geographic, and geologic. The 
economic divisions are captive and noncaptive mines respectively. The captive 
mines are those owned or controlled by industries which have found no satis- 
factory substitute fuel for coal. These are chi fly steel mills and public utilities 
who consume. a major portion of the coal which they produce. For this reason 
neither production cost nor profit from their operation is the major consideration 
since the coal never reaches a competitive market. Such mines account for 
approximately 13 percent of the total coal production in the State. 

The noncaptive or independent mines account for about 87 percent of the total 
coal production in the State and, therefore, their economic health is a major 
factor in determining the overall economic condition of the State. Coal from 
these noncaptive mines must be sold in competition with other fuels and with 
each other. Price, quality, and proximity to markets, therefore, play a much 
greater part in their operation than in the operation of the captive mines. 

The geographic divisions of the industry are generally known as the northern 
field and the southern field. 

The northern field comprises 9 major coal producing counties which account 
for approximately 23 percent of the State's total production. These counties are: 
Barbour, Harrison, Marion, Mason, Monongalia, Brooke, Ohio, Preston, and 
Upshur. 

The southern field covers 14 major coal-producing counties with approximately 
75 percent of the total production. These counties are: Boone, Clay, Fayette, 
Greenbrier, Kanawha, Logan, McDowell, Mercer, Mingo, Nicholas, Raleigh, Ran- 
dolph, Webster, and Wyoming. The remaining 2 percent is scattered through 
a number of counties with little production any one of them. 

The northern field is closer to the major coal markets and thus enjoys a lower 
freight rate to these markets than do the coals of the southern field. The coal 
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ims are thicker which gives them the added advantage of lower production 

rhe coals of the southern field are generally of a higher quality than those 

the northern field but the seams are generally thinner which results in higher 
duction costs and distance from major markets means higher freight rates 
these markets. 

The geologic differences in the various coals for the purpose of this article may 
» confined to the general terms of high-volatile and low-volatile coal. The low 
olatile coals are frequently referred to as smokeless coal. They have always 
een considered the highest quality coals in the world and in the past have com 

nded a premium price and demand. 

The southern field produces both high volatile and low volatile coal while the 
rthern field produces only high volatile coal. 

Normally each field and each type of coal enjoyed its own particular market 

= determined by their separate characteristics and availability. Now, however, 
vith the increasing use of diesel power on railroads, use of fuel oil for domestic 

d industrial fuel and the design of plants to efficiently burn low-grade coal, 

e entire picture has changed. The effect of these changes are shown in the 

bles which follow. 

In order to secure Comparable data on the various divisions of the industry, it 

is necessary to break up the large random sample used in preparing the state 

de estimates. Three steps were necessary: (1) Captive mines were placed 
one group; (2) northern noncaptive mines were placed in a second group; and 

4) the southern group was broken up into high and low volatile groups. The 

imple then represented the four major divisions: 1. Captive, 2. Northern non 

ptive (which are all high volatile), 3. Southern high volatile, and 4. Southern 
ow volatile. The final control factor applied to the sample was to eliminate 
| mines which did not operate all or a part of all reference periods. The sam- 
ple represents homogeneous groups each of which is a matched list showing the 
ictual operating picture of identical mines during each of the reference periods. 

The matched sample contains 84 percent of the captive mines, 51 percent of 
the noncaptive low volatile mines, 32 percent of the noncaptive southern bigh 
olatile, and 24 percent of the noncaptive northern group. 

In interpreting the operating trends of these groups, it should be kept in mind 
that they are all operating mines and include no mines which were abandoned 
r shut down during the reference periods. 

The first 3 months of 1951, 1952, and 1953 were used as reference months and 
he tables show the average employment, hours worked and weekly earnings 
for the 1 week period ending nearest the 15th of each of the months of reference. 

The employment picture presented in the following table shows a drop in all 
vroups for all reference periods. 


Employment of production workers 


Percent Percent 
ol a ‘ ‘hange ch nee 
195 952 953 ene ane 
: 2 1951 to 195° to 
1952 1953 
Captive mines 10, 714 9, 983 9, 288 6.83 6. 97 
Low volatile 17, 930 16, 956 15, 769 5. 44 7.00 
Southern high volatile 12, 920 12, 688 10, 575 1. 80 16. 64 
Northern high volatilk 5, 312 4, 806 4,028 9. 53 16. 19 


Average weekly earnings of production workers are the product of the average 
weekly hours and the average hourly rate. They, of course, reflect any change 
nh wage scale and also overtime and premium pay. In this table, it is shown 
that even with two substantial wage increases during the periods covered by 
this study, there is still a sharp drop in earnings due to underemployment in 
all groups except captive mines from 1952 to 1953. 














1050 TRADE AGREEMENTS EXTENSION ACT OF 1953 


iverage weekly earnings of production workers 


Percent Perce 
»} neve } r 
rt © ee ChHanee ( 4 
195 1952 953 - 7 
, 195 1951 to 1952 to 
1952 1953 
( thers nes $76, 29 $82. 34 $92. 40 +7. 93 +12 
Low volatile 71. 83 R2. 68 67. 26 4+-15.10 —18. € 
Southern | latile 73. 27 79. 67 73. 04 +8. 73 oN 
Northern high volatile 80. 04 83. 4¢ 81.98 +4. 27 1.78 


The table of average weekly hours presents a true measure of the degree of 
underemployment prevailing in the various groups of the mining industry. Here, 
as in average weekly earnings, all groups except captive mines show a sharp 
change from 1952 to 1953. Cuaptive mines show a slight increase in weekly 
hours but all other groups show a severe drop. 


Average weekly hours 


| 





Percent | Percent 

as an ont change | chang 

1951 1952 1953 1951 to | 1952 to 

1952 | 1953 
( ti 1es 50 36. 94 37. 14 +4. 05 +0. 54 
Low volatile 10) 6. 44 26. 70 +10. 29 —26. 73 
Southern high | $4.03 s 29. 25 +-3. 20 —16. 67 
N I i higt t 29 6.4 52, 45 +. 52 —10. 50 


The statistical picture of the major divisions of the coal industry in West 
Virginia indicates that all segments of the industry are not in the same economic 
position. The captive mine group which is without competition from other fuels 
is operating on a full-time basis with minor reduction in employment. The non- 
captive mine group least affected by competing fuels is the northern high volatile 
field. The lower production costs and freight rates places it in a more favor- 
able competitive position though there has been a severe drop in employment 
and a considerable rise in underemployment in this group. The southern 
groups, both low and high volatile, have suffered severe unemployment and 
underemployment. Their higher production costs and freight rates puts them in 
the least favorable position in spite of the higher quality of the coal. 

{mount of unemployment compensation paid and weeks compensated in all in 
dustrics and bituminous mining in West Virginia, showing percent of total 
paid and weeks compensated in bituminous mining and percent change from 


previous 12 months, April 1951 to March 1952 and April 1952 to March 19538 


Benefits paid Weeks compensated 
AN] Coal Percent All Coal Percent 
coal coal 
¥ 195! to March 1952 $8, 871,196 | $3,195, 813 36.0 503, 913 158, 451 31.4 
A pril 1952 to March 1953 $14, 525, 493 | $7, 013, 415 48.2 | 744,722 | 346,714 | 46. 6 
Percent change from previou 12 } 


+118.8 | 








months 3. 7 5 +47.8 


































TRADE AGREEMENTS EXTENSION ACT OF 1953 


1051 


Number of unemployment compensation first and final payments in all industries 
and bituminous mining in West Virginia showing percent of total first and final 
payments in bituminous mining and percent change from previous 12 months, 


{pril 1951 to March 1952, and April 1952 to March 1958 


lst payments Final paymer 
All Coal | Percent All Coal | 
coal 
4 1951 to March 1952 ; 58, O87 17, 471 30.1 7, 57€ 3, O17 
ADT 52 to March 1953 79, 943 40. 128 50. 2 12, 300 5, 427 
Pereent change from previous 12 months +37.6 +-129.7 : +62. 4 79.9 


its 
Percent 
coal 
9.8 
44,1 


{mount of unemployment compensation paid and weeks compensated in all in- 
dustries and bituminous mining in West Virginia, showing percent tof total paid 
and weeks compensated in bituminous mining, by month, April 1951 to March 








1958 
Benefits paid Weeks compens 
: *ercen 1 
All Coal Percent sn | Coal 
coal 
1951 
\ pr $640, 714 $285, 793 44.6 37, 543 14, 979 
May ‘ 644, 324 308, 732 47.9 38, 134 16, 104 
650, 445 329, 036 50. 6 38, 064 16, 686 
2d quarter 1, 935, 483 923, 201 47.7 113, 741 47, 769 
Tuly 703, 539 337, 773 48. 0 40, 652 17, 036 
iwust 770, 122 350, 011 45.4 43, 837 17, 317 
September 556, 960 245, 272 44.0) 32, 122 12, 211 
Re 
i? 3d quarter 2, 030, 621 933, 056 45.9 116, 611 46, 564 
= 
Octoher 591, 97¢ 229, 590 38.8 33, 043 10, 958 
her 5A2, GRY 192, 835 34.3 31, 696 
her 627, 177 181, 626 29. 0 35, OS2 8, 643 
4th quarter 782, 142 604, 051 33.9 99, 821 28, 930 
1. 112. 890 975. 659 24.8 62, 198 13. 010 
Zo, 4 22 ; 21.4 ” 1( S 
84, 5G 239 3 1.3 1, 176 11, 597 
arte 3, 122 7 93. § 73 740 RR 
1, O58, 862 352, 678 33.3 7, 184 17, 074 
1,1 16.3 61, 048 ) ) 
2S. RTO 693, 402 4.9 71, 990 33, O80 
r A\4 | 43.8 190, 222 4 
1, 902 22 { 32.7 R, 12 0), OF 
1. 774. 88 ” 42 5 ] RH. RN 41 Ro 
I ) ‘ 490, 2¢ 50.7 48, 428 21, 99 
juarter 4 644 % 2. 020, 250 43.4 233, 438 114, 742 
r i, 409 i 44, 41¢ 23, 152 
her 41), 962 60 944 20, 481 
I T 14, 880) f 49, 355 24 
4th quarter 2, 634, 633 1, 517, 251 57. 5 131, 715 68, 046 
19 
uary 1, 191, 545 582, 206 48.9 62, 22. 
February 1, 104, 366 550, 304 49.8 57, 841 
Marcl 1. 345, 326 761, 698 56. 6 69, 281 





Ist quarter 3, 641, 237 1, 894, 208 52.0 189, 347 88, 463 


ated 


Percent 
coal 


41.9 
39. 5 
38. 0 


39.9 


Noe 


46.7 
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Number of unemployment compensation first and final payments in all industri: 
and bituminous mining in West Virginia, showing percent of total first an 
final payments in bituminous mining by month, April 1951 to March 1953 











First payments Final payments 
All Ca | aa All Coal | ! 
1951 
A pril 5, RSS 2,107 4.3 Of 286 
Ma 4, 388 2,173 0). 7 675 290 i 
June 4, 440 2, 223 HW). 1 605 218 + 
2d quarter 12, 611 6, 503 51.6 1, 986 794 { 
July 5, IRS 1, 878 35.5 613 220 
Au 5, 822 1, 559 26.8 530 229 43 
September 3, 318 1, 129 34.0 536 249 
3d quarter 14, 428 4, 506 31.6 1,679 698 } 
Octobe! 2, 819 818 29.0 90) 259 1 
November 3, 076 735 23.9 630 363 
Dec ber 4, 638 1, 028 22.2 $3 219 4 
{th quarter 10, 533 2, 581 24.5 1, 753 841 { 
1u 2 
Januar », 952 1, 26 l 680 240) 
February 5, 871 8X1 15 38 237 
M ! 4, 693 1, 680 15. 8 740 207 28 
Ist quarter 20, 515 3, 821 18. 6 2, 158 684 31 
April 7, 254 4,1 1.1 790 182 2 
Ma 8,177 4, 837 09. 2 935 318 34 
June 9, O11 5, 144 97.1 1, 046 210 2 
2d quarter 24, 442 14, 126 27.8 2,771 710 25 
July 9, 977 5, 675 56. 9 1, 054 309 20 
August 10. 609 4,738 44.7 SUS 317 $ 
September 3, 581 1, 295 36. 2 1, 034 509 49. 2 
sd quarter 24, 167 11, 708 18.4 2, 981 1,135 38. 1 
October 2, 105 60.6 1, 364 823 60 
November 2, O11 4.3 RAS 52 i) 
December 1, 492 39.3 1, 025 481 4.0 
4th quarter 10, 976 », GOS 1.1 3, 272 1, 806 
Id 
January 7, 068 2, 729 | 34.2 1, 271 659 51.8 
February 6, 025 2, 542 | 42.2 878 {71 53. 6 
March }, 365 3,415 53. 7 1, 127 646 57 
ist quarter 20, 358 8, 686 42.7 3, 276 1,776 4. 2 


EFFECTS OF RESIDUAL OIL IMPORTS ON RAILROADS IN 1952 


1. Rail trafic.—129 million barrels of residual oil imported in 1952 is equiva 


lent to some 31 million tons of coal based on 4.167 barrels of residual oil equiva 
lent to 1 ton of bituminous coal. Based upon the percent of coal carried by the 
railroads of the total production transported in 1952 (83 percent), the railroads | 
lost about 26 million tons of coal they would have otherwise handled. 


2. Rail revenue.—At an average revenue of $3.35 a ton (1952 average) this 
traffic diversion amounted to a loss in gross railroad revenue of $86 million. 

3. Rail wages.—With rail wages accounting for 50.4 percent of the railroads’ 
operating revenues, the loss of rail wages would come to some $43 million in 1952 
(50.4 percent of $86 million). 

4. Unemployment.—On the basis of an annual wage of $4,800 for an operating 
employee, this would mean that 9,000 rail workers are now idle. 

5. Carloads.—The average loading per car in 1951 was 60 tons (official terri- 
tory average). Using this loading of 60 tons per car and the 26 million tons lost, 
this would be equivalent to about 433,000 carloads. 
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6. Length of train.—The displacement of 433,000 carloads with each car having 

| average overall length of 40 feet would represent a train of cars of more than 
000 miles or enough to make a continuous line from Washington, D. C., to Los 
Angeles, Calif. 

7. Cars needed to carry lost tonnage.—With the average turn-around time in 
he eastern district and Pocahontas region being some 14 days, a hopper car 

uld make an average of 26 trips per year. The 433,000 carloads lost represents 
he continuous use of 17,000 cars (4383 = 26). 

8. Effect of the displacement of these cars on investment.—The 17,000 cars thus 
isplaced would idle an investment of some $83 million based on a value per car 
of $5,000. There would also be involved some additional investment in the 
ocomotives required to handle this tonnage, which bas been lost. 

9. The loss of this tonnage has the effect of discouraging the purchase of new 

en-top cars by the railroads thus creating an increase in the average age of all 
pen-top cars and a lower percent of new cars. Should the cold war develop 

to a Shooting war, based on past experience we know that the demand for coal 
nd coal transportation would rise abruptly and the railroads would find them 
selves not only in need of additional new open-top cars—not readily available 
due to wartime material priorities, but also in need of the 17,000 cars now dis 
placed by this imported residual oil. 


EMPLOYMENT IN THE POTTERY INDUSTRY IN WEST VIRGINIA 


»”> 


rhere were 28 pottery firms with employment of 8,992 covered by unemploy 
ment compensation in January 1949. Six of these firms employing 819 have 
ceased operation. Employment in the remaining 17 firms had dropped to 6,125 
as of September 1952. The industry has had an employment loss of 2,867 or 
46.8 percent from January 1949 to September 1952. Annual average employment 
of 8,100 in 1949 had dropped to 6,900 in 1952. 

The payroll of $5,554,550 for the first quarter of 1949 for the 23 firms dropped 
to $4,383,182 in the third quarter of 1952 for the 17 firms—a net loss of $1,171,368. 

Average hourly earnings of $1.44 in 1951 rose to $1.55 in the first quarter of 
1953. For the same period, average weekly earnings increased from $50.98 to 
$56.27, and average weekly hours were up from 35.33 to 36.23. 


STATEMENT CONCERNING THE IMPACT OF IMPORTS OF HANDMADE BLOWN TABLE, STEM 
AND ART GLASSWARE ON UNITED STATES MANUFACTURERS 


Che preliminary report from the United States Tariff Commission attached 
herewith discloses the large amount of handmade table, stem, and art glassware 
imported into the United States as follows: 


Year. 
1950 " nlp iil AeA teh lias cacti pita diecaidit .....-. $3, 453, 736 
1951 eee pinata pian apase ieee * inimninoes Gy OOB, 304 
1952 woncanils i tipsters aaienttonndiae © yp ee 


‘These dollar amounts are “value of imports country of origin’—the price the 
importer pays for these articles in the foreign country where he purchased them. 
‘To these totals all transportation costs including insurance and consular fees, 
tariffs, importer’s selling costs, warehousing and his profits have to be added 
to develop the price United States retailers pay for this ware. 

The impact of these imports on the United States market therefore is not the 
amount of their foreign valuation but at least twice that amount ($9,418,196). 
That is the purchase price paid by United States stores where ultimate consumers 

| trade. 

By analyzing importer’s invoices, the United States Tariff Commission has 
established that at least 90 percent of these imports are handblown. In 1951, 
the United States Census reported that the total handblown table, stem, and art 
glassware sales of United States manufacturers was $16,312,000. Industry re- 
ports compiled by the American Glassware Association for the year 1952 show 
a decrease of 7.8 percent from 1951 totals. 

It appears then that while the imports have increased the domestic manufac 
turers have shown a decrease in 1952, until now the estimated United States 
market for both United States made and imports is $23,516,000, of which $8,476,- 
000 is conservatively estimated to be imported. That is 36 percent of the entire 
United States 1952 consumption of blown table, stem, and art ware at factory 

level. 
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These manufacturers have shared this United States market all they can 
To have absorbed the losses sustained when foreign manufacturers sell over 
one-third of the United States market, has placed the industry where many fac- 
tories are not breaking even while others have closed. The workmen, manage- 
ment, and the stores which serve the many small communities of which these 
factories are the sole support, must have protection or these areas will soon 
heeome ghest towns. There are many of these critical situations arising in the 
States of West Virginia, Pennsylvania, and Ohio. To abandon handmade pro- 
duction of any kind in this country is a serious mistake, for it is the backbone of 
our mass-production economy. 


Table and art glassware:* United States imports for consumption, by principal 
sources, in 1950, 1951, and 1952 (monthly average), and January and February 


1958 
Monthly average 1953 2 
Soures —— ata 
‘ * ‘atk 
1950 1951 1952 2 Jan Feb 
vary | ruary 
All countries 
Number of piece in thousands 1, 972 3 476 1,080 | 11,831 12, 52 
[ t foreign valu 0, 136 $0.103 | 0.090 | £0. 024 $0. 025 
rota] foreign value (in thousands of dollars 288 386 592 318 54 
Principal sources (value in thou is of dollars 
West Germa oF 62 78 14 
Fast Crertiiany 4 ‘ 1 1 
ital 24 44 57 43 2 
t wedel! 22 tt ai 41 
Jay es 28 41 17 ae 
United Kingdon 4 1 7 38 
Franc 21 29 31 24 2 
Netherlands ll 14 14 ' ) 
Belviur 22 23 12 14 | 8 
Portuga 1 5 9 14 
Finland, Poland, H ! ymbined 12 * : 8 ? 
( hoslovak 8 38 1 1) , 
4 T 4°? t 40) ” 4 
rs imports under tariff paragraphs 218 (d), 218 (f) (except Christmas-tree ornaments), 218 (g), and 
S 9 nsist ] ble rt el ‘ 
j r 
About 10 percent (t alue) « ll imports are not reported by quantity and are therefore excluded from 
th 
I i W 
I th 00 
ree Cr T t 1) ( 
NOTE Total impor ‘ rt sware amounted to $3,453,736 in 1950; $4,648,144 in 1951; and 
$4.709.008 in 1952 
Mr. Chairman, in summation, I make my presentation by pleading the cause 
of that great segment of our industrial economy that has, since 1934, borne the 
brunt of foreign competitior Up to now, it has largely been small individually 
ind locally owned plants unable to engage in mass production that have suf- 


fered most. Today, many of our large basic industries are threatened with 
destruction. 

Qn Thursday of last week, the House voted to authorize the Import-Export 
Bank the sum of $100 million to be used in aiding the cotton, tobacco, and wheat 
fara groups in disposing of their surplus products abroad. In face of this 
senerosity, would it be unfair to ask for subsidies for domestic producers of 
other agricultural and industrial products in order to save their American 
markets ? 

lx is high time we quit coddling big business and selfish farm groups. It is 
time to see that the “forgotten groups” that have not been under the protective 
wings of the reciprocal-trade policies, are given equality of treatment. 

It is time we place our cards face up on the committee table. If we see a 
spade, let’s callit a spade. If we see a world cartel controlling the distribution 
and price of crude oil and its derivatives, let us tag it as a world oil cartel. The 
Justice Department has taken a look. They have made many serious charges as 
they have gone to Court Shall this committee sit idly by and see the coal and 
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ther allied industries submerged in this caldron of boiling oil and then crucified 


a cross of “black gold”? 
In conclusion, Mr. Chairman, it is too good to hope that one of my colleagues 
the minority on your committee, will as they have recently to other wit- 
esses, suggest that I have made a statesmanlike approach to the subject. Should 
of them do so, I will understand and consider it as a gesture of help. I can 
ssure you I have no intention of denying anything my office staff may have said 
ut reciprocal trade policies. 

Speaking less facetiously, may I suggest to the members of the committee that 

1 take a stroll past the marble palace that houses our highest Court. Look 

the inscription over the entrance, “Equal Justice Under Law.” That, gentle- 

en, not “More Trade and Less Aid,” is my plea. 

Mr. Baitey. Mr. Chairman, in summation, I make my presentation 
by pleading the cause of that great segment of our industrial economy 

iat has, since 1934, borne the brunt “ot foreign competition. Up to 
now it has largely been small individually and loc ally owned plants 
not able to engage in mass production that has suffere -d most. Today 
many of our large basic industries are threatened with destruction, 

Thur :day of last week the House voted to authorize the Import- 
Export Bank the sum of $100 million to be used in aiding the cotton, 
tobacco, and wheat farm groups in disposing of their surplus products 
abroad. In the face of this generosity, would it be unfair to ask 
for subsidies for domestic producers or other agricultural and indus 
trial production in order to save their American markets! It is high 
time we quit coddling big business and selfish groups. It is time to 

e that the forgotten groups that have not been under the protective 

ing of trade policies are given equal treatment. It is time we place 
our cards face up on the committee table. 

If we see a spade, let’s call it a spade. If we see a world cartel 
controlling the distribution and price of crude oil and its derivatives, 
let us tag it as a world oil cartel. The Justice Department has taken 
a look. They have ma ide serious charges and have gone to court. 

hall this committee sit idly by and see the coal and other allied 
oda submerged in this caldron of boiling oil and crucified on 

i cross of black gold ? 

In conclusion, Mr. Chairman, it is too good to hope that one of my 
colleagues from the minority on your committee will, as they have 
recently to other witnesses, suggest that I have made a statesmanlike 
ipproach to the subject. Should one of them do so, I will understand 
and consider it a gesture of help. 

[ can assure you that I have no intentions of denying anything 
hat my office staff m: Ly have said about the reciprocal trade agree. 
ments policy. Spe: aking less facetiously, Mr. Chairman, I suggest 
that the members of your committee take a stroll past the marble palace 
that houses the highest court in our land. Look at the inscription 
over the entrance, “Equal Justice Under Law.” 

That, gentlemen, not more trade and less aid, is my plea. 

And now, Mr. Chairman, there is one more special favor. If you 
will permit. I would like to add a thought to my prepared statement 
I + pre iate your favoring me with your attention, but I have a fee!- 

that by testimony, like that of all other witnesses who have been 
ippe aring in support of H. R. 4294, may have fallen on deaf ears 
I come to ths at conclusion because I have read in the newspapers that 
the case is already closed, that some kind of arrangements were made 
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with the administration to extend the Trade Agreements Act without 
including the protective provisions of H. R. 4294. 

Call this a deal or call it a compromise, gentlemen, I hope that 
such is not the case. But I do realize that so much pressure has 
been extended by the administration that even the Cabinet officer; 
were told to come down here and not to spare the horsepower. If it is 
humanly possible, I hope that this committee will resist that pressure 
and take the whole issue under serious advisement before carrying 
out any so-called compromise regardless of what the understanding 
might have been. I fought the inequities of the Trade Agreements 
Act when it was being advocated by the leaders of my own party. I 
remember the opposition party voiced hallowed protests to the pre 

vailing policies and expressed alarm at my party’s failure to provid 
protection for our people against cheap foreign goods. I remember 
that the man who is now majority floor leader of the United States 
Senate went so far as to issue a special statement in behalf of the coal 
industry of a committee after the Senate made a study of the very 
conditions that I have discussed today. Shipments of foreign resid 
ual oil into this country have increased considerably since that time. 
and unemployment has been greatly aggravated as a result. So I 
assume that the majority floor leader would be proportionately fur- 
ther agreed. But I wonder if he is pre aed to express distaste for 
the so-called understanding with the White House that we are told 
is in the process of being consummated. No, gentlemen, there can be 
no compromise; a deal with the White House, perhaps, but do not 
let_us call it a compromise. 

There is a principle involved here, and principles can never be 
compromised. 

Thank you, gentlemen. 

Now, if there are any questions I may answer, I will do that. 

The Cuarrman. We thank you for your presentation and the con- 
trioution you have made to the information of the committee. 

Are there any questions / 

There are no questions. We thank you, sir. 

Mr. Bawey. Thank you, gentlemen. It is very kind of you not 
to do so. 

Mr. Ervernarrer. I want to say that he made a very statesmanlike 
statement. Most of these 20 pages of statistics referred to West Vir- 
ginia, did they not? 

Mr. Baitey. That is right. 

Mr. Exsernarrer. It is 50 pages of testimony. Do you want that 
all in the record ? 

Mr. Battery. I want it all in the record. I have requested that it 
be placed in the record. 

Mr. Enermarrer. Thank you. 

Mr. Battery. Thank you again, gentlemen. 

The Cuarrman. Congressman Perkins? I am going to ask you if 
you would be willing to yield to Mr. Golden, who has to leave, I be- 
lieve, on a very important matter. His statement will'be very brief. 

Mr. Perxrns. I will be delighted to, Mr. Chairman. 

The Cuarrman. Will you state your name and capacity in which 
you appear! 
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STATEMENT OF HON. JAMES S. GOLDEN, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF KENTUCKY 





Mr. Gotpen. James S. Golden, representing the Eighth Congres- 


nal District of Kentucky. 

\fr. Chairman and members of the committee, I represent in Ken- 

ky one of the great bituminous-coal sections of the United States. 

re are 7 of my 18 counties that are exc lusively coal-producing 
nties with no other indus stry except coal. We have in that district 
ne of the largest mines of the world and also some of the smaller 
11s. 

Congressman Jenkins 2 moment ago asked one of the witnesses what 

the present situation was having upon unemployment. I might 

. for the benefit of the record, that there are approximately 30,000 

il miners in my district, and my best estimation is that because of 

mportation of foreign fuel oil there are 15,000 coal miners out of 
ork. 

In my home county of Bell, beginning at the upper end of Straight 

reek, wai ich is a large coal mining section, the Coleman Fuel Co. has 

sed down. That is a large mine that used to employ four or five 
indred men. The Pioneer Coal Co. has closed down. Little Creek 
Coal Co. has closed down. And, going in the other direction, the 
our Mile Coal Co. has closed down, and one of the largest coal mines 

1) our county operated by the Southern Coal Mining Co. at Colmar, 
Ky.. 1s now in the proc ess of closing down. 

This thing is spreading. It is getting worse and, although the rest 
f the country has a reasonable degree of prosperity, we are in a depres- 

on. It is vitally affecting the economy of all Kentue ky. 

Besides my district, there are other large coal-mining districts in 
Kentucky, one represented by my colleague, Mr. Perkins, who has 
bout the same situation that I have. And then in western Kentucky 

e have a very large coal- produci ing area. Outside of farming, coal 
nining is the principal industry in Kentucky, in that the industry em- 

loys more men and brings more money to our people than any other 


naustry. 
We are being paralyzed by the situation that now prevails. I do 
ot want te take up too much of the valuable time of this committee, 


ut T want to say some things to this committee that I think are of 
al interest to the people of the United States. 

One of those is that you cannot wrap up the coal mines of this Na- 
tion, as Mr. Van Zandt said, and keep them in mothballs for a year. 
[f you do, you have destroyed the coal industr y of the United States. 
These coal mines go back under the earth and there are millions of 
tons of weight upon those coal mines. 

If they are not constantly worked and constantly propped, they fill 
with water and millions of tons of rock and slate fall in those mines. 
The company goes broke and the men scatter. We cannot wait for a 
vear to get relief for this vital industry that much of America depends 
upon. 

\nother thing which I wish to call your attention to is that you 
cannot have steel unless you have bituminous coal. You cannot make 
teel unless you have bituminous coal. If this great industry is para- 








1058 TRADE AGREEMENTS EXTENSION ACT OF 1953 


lyzed, with possibly 600,000 men that work in and around the mines, 
and 200,000 other men who have invested capital and work in the 
stores and represent the companies, there are 800,000 men that are 
vitally and directly connected with the bituminous-coal industry of 
this Nation. 

In addition to that, in my home district, there have been 4 or 5 reg 
ular freight trains that have been pulled off and are discontinued. We 
have 2 regular passenger trains that, in the last 12 months, have been 
pulled off and discontinued. It vitally affects the railroad industry, 
the steel industry, as well as the coal industry. If there are as many 
as 200,000 railroaders that are adversely affected, then you have more 
than 1 million men in America that could be prostrated if this great 
essential industry is allowed to collapse. Those million men, they 
are mostly men with families. You possibly will have 5 million 
Americans that are adversely affected unless this oreat committee 
elves us protection. 

Now I want to say another thing to you: There is a school of thought 
prevailing here in the United States where we should have practically 
free trade of all commodities with the rest of the world. I hope this 
committee does not surrender to this administration or any other ad 
ministration its power to dictate the policies of the United States. 

In thinking of free trade as opposed to protecting essential Ameri- 
can industries, permit me to call your attention to the fact that if we 
do have free trade, we have to compete with the low standards of 
living in many parts of the world, and with low devalued currencies in 
many parts of the world, and with low wages paid to the working peo 
ple in many parts of the world. How can we reconcile opening our 
doors to free trade without this great committee protecting American 
1] dustry, W ithout bringing down oul standard of living and reducing 
our American industries to the levels of the rest of the world 4 

We cannot survive in times of peace or in times of war, unless we 
continue to protect American industry. 

I have a written statement, Mr. Chairman, that I would like to file. 

The Cuairman. Without objection it will be made a part of the 
record. 

(Mr. Golden’s prepared statement follows :) 


STATEMENT OF JAMES S. GOLDEN, OF KENTUCKY 


Mr. Chairman and members of the committee, I appreciate this opportunity 
to appear before your committee and to express my views on what I consider 
one of the most important subjects that will have to be met and dealt with and 
determined by this session of Congress. 

I represent a district in Kentucky composed of 18 counties and 6 or 7 of those 
counties are very large producers of bituminous coal. Outside of farming, 
mining and marketing coal is not only the principal industry but about the only 
industry that we have Also, in the entire State of Kentucky, outside of farm- 
ing, it is my understanding, and I think it is true, that the mining and marketing 
of bituminous coal is the largest industry in the State and furnishes the largest 
income and furnishes work to more people than any other industry in the State. 

While the rest of the country, in a large part, has been enjoying prosperity 
over the last few years, yet in southeast Kentucky, which I represent, on account 
of the frequent closing of large and small coal mines, we have had many thou- 
sands of men unemployed and that section of the country is in a depression. 
It is my belief that over southeast Kentucky the production of coal is off between 
one-third and one-half of what it produces in normal times and is very much 
under what it produces in prosperous times. 
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Phere are thousands of coal miners who are having to apply for unemploy 
ent insurance benetits throughout southeast Kentucky because they have no 
ork to do and because the mines have either suspended operations or gone 
ermanently out of business., 

We understand that 8 or 9 years ago, the importation of residual fuel oil from 


reign countries into this country amounted to about 44 million barrels in 


1 Last year we understand this importation of fuel oil into the United 
tates had grown to 118 million barrels, and so far this year the increase is 
greater. 


| believe that the bituminous coal of America is a basic necessary industry 

Ve cannot make steel without bituminous coal Anything that destroys or seri- 

isly impairs this basic industry hurts all of the people of America. It is esti- 

ated that the increased importation of residual fuel oil in the last few years 
is displaced each year 31 million tons of coal, that it has caused the loss of 

enue to the coal companies of more than $150 million each year, that it has 
aused the men who work in the mines the loss of more than 4 million man 
ays of work each year, and that it has caused the miners to lose more than 
$75 million in wages each year. 

Closing of the bituminous mines has also directly and adversely affected the 
railroads of the country, and because they do not have the coal to haul as freight 

is estimated they are losing $85 million in freight revenues and that railroad 
i employees are losing $41 million in earnings and wages on account of the 

isplaced and lost coal markets, 

One of the great questions that this committee will have to determine is how 
far can we go with the free trade idea and where shall we draw the line to 
protect essential American industries and American workmen. We all know 

and realize that we want to cooperate and get along in a friendly manner with 
foreign nations, but can we as reasonable men go far enough on the free trade 
idea so as to disrupt our American economy? It appears to me that no reason- 
ible country would expect us to weaken and destroy our own home production 

If we open the doors wide to the free trade theory, there are some things which 
I believe this great committee should consider. With our high standards of 

ving, built up through free American enterprise in this country, can we com 
pete with the low standards of living and low wages that are paid for the pro 
duction of goods in most of the rest of the world? If we do not carefully and 
reasonably guard and protect American industry, are we not likely to so under 
mine one industry here and another there until there will be a vast accumulation 
of unemployment and a lowering of the standards of living until we ourselves 

j become a weak Nation not able to protect ourselves or to help our allies? 

Another serious basic question is can we compete upon the free trade idea 

th other countries of the world devaluing their currency which places products 
from other countries in a very advantageous position when competing with 
American made products. 

I do not think there is any group of men anywhere better equipped to deal with 
these basic subjects than the Ways and Means Committee of the House, and I 
am sure these subjects will receive the very serious consideration of every mem 
ber of this committee. 

So far as the chief industry in Kentucky is concerned and the chief industry 
in My own congressional district is concerned, I request that this committee 
sive us complete protection from the importation of foreign fuel oil that is closing 
ur mines and throwing people out of employment and causing a depression in 
otherwise prosperous times. I also feel it is necessary that we protect our farm 
products from foreign imports. 


The CHarrman. We certainly thank you for your appearance here. 
l believe that one of your colleagues is very anxious to ask a few ques 
tions, 

Mr. Baker. May I first compliment Congressman Golden most high- 
ly on this fine, informative statement, and state to the committee that 
Congressman Golden and I represent adjoining districts that have a 
common boundary line of over 100 miles. That is true, is it not? 

Mr. Gotwen. That is right. 

Mr. BAKER. The same situation exists to a oreat extent. does it not. 
in the Second District of Tennessee ? 
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Mr. Gotpen. That is true. My section of Kentucky is in the south 
east. section and it borders Congressman Baker’s Tennessee district 
for more than 100 miles. He has a large number of bituminous coal 
mines in his section, the same that I do in mine, and some of the com 
panies that operate in Kentucky also operate in Tennessee. I have 
personal knowledge of the fact that his district is affected just about 
the same as mine. I should say in his district that 50 percent of the 
mines are closed and that 50 percent of the men that work in the 
mines are looking for a job. I might say that in the section of Vir 
vinia that joins me, on the north, the same thing is taking place. This 
is not an isolated question. Itisa question that spreads over the coal 
fields of the entire count ry. 

Mr. Baker. Mr. Chairman, may I make one other statement? | 
have just been furnished statistics by representatives of the United 
Mine Workers and of the operators that last year in the district ] 
represent in ‘Tennessee 7 large mines were closed because of lack of 
demand and market, throwing 980 coal miners out of employment and 
displacing 780,000 tons of coal. 

Thank you, sir. 

The Cuarrman. Have you concluded ? 

We thank you very much, sir, for your very fine statement in behalf 
of the coal interests. 

Mr. Gotpen. Thank you, Mr. Chairman. 

The CuarrMan. Mr. Perkins, will you give your name and the 
capacity in which you appear ? 


STATEMENT OF HON. CARL D. PERKINS, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF KENTUCKY 


Mr. Perkins. Mr. Chairman, for the record my name is Carl D. 
Perkins, Representative of the Seventh District in Kentucky. 

First, I would like to ask unanimous consent that my prepared state 
ment be inserted in its entirety preceding my remarks. 

The Cuarrman. Without objection it is so ordered. 

(Mr. Perkins’ prepared statement follows:) 


STATEMENT OF Hon. Cart D. PERKINS 


I appear here today in behalf of the coal miners and coal industry that I 
represent in eastern Kentucky. These groups are very much concerned about 
the uncontrolled importation of residual fuel oil from the Venezuelan area. 

Legislative proposals now before the Congress would provide a necessary 
stabilizing effect by limiting the total quantity of residual fuel oil to be imported 
into the United States in any calendar quarter of any year to not more than 5 
percent of the domestic demand for this product in the corresponding calendar 
quarter of the previous year. The sole purpose and effect is to put reasonable 
restraints upon the destructive flood of heavy fuel oil into this country. No 
lack of necessary fuel supplies would result. In the event of any genuine short- 
age, but only then, the President would be empowered to modify or suspend the 
prescribed quota if he finds that the domestic production of residual oil and coal, 
as supplemented by such quota, is insufficient to meet the Nation's requirements 
for those products. 

On February 12, 1 introduced House bill 2973. This bill restricted imports of 
residual fuel oil as above outlined. 

On March 5, 1953, I suggested on the floor of the House that separate hear- 
ings be held on this legislation and that it be considered separately from the 
renewal of the reciprocal trade agreements in general. 

I am here today testifying in favor of the legislation that I, along with numer- 
ous Other Members of Congress introduced, and also the provision in House bill 
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1204, introduced by Representative Simpson of Pennsylvania, which limits the 
mportations of residual fuel oil. 

This action is required to check tremendous increases which have occurred 
| the importation of residual fuel oil for consumption in the Atlantic seaboard 
rea. Such imports in the year 1952 were nearly 3 times as great as in the 

st postwar year of 1946, and for the first quarter of 1955 were 10 percent 
bove the corresponding period of 1952. To make matters worse, these imports 
juctuate extremely and erratically, causing further disruptive effects upon our 
omestie-fuel economy, the production of coal, and employment of our miners, 
The consequences with respect to the coal industry are a matter of real con- 
ern. In 1952, the 128,510,000 barrels of imported residual fuel oil displaced 
}1 million tons of coal, resulted in the loss of coal revenues exceeding $150 
iillion, and deprived our coal miners of more than 4,200,000 man-days of work. 
(his was the equivalent of a complete shutdown of the coal mines for at least 
entire weeks. With these imports for the first quarter this year running 
ubstantially above the same period last year, the impact upon coal operations 
marketing in 1953 may be even greater It is significant, also, that imports 

f residual fuel oil to our east coast are twice as great as the supplies which 
come from our own oil refineries in the gulf-coast area. 

Co arrive at a sound policy in this matter, it is necessary to consider why 
hese imports have increased so tremendously. In brief, the situation has de- 
eloped because oil production in the Venezuelan area has increased sharply 

nee the end of World War II, while at the same time refinery capacity and 
tput in Western Europe, based largely on supplies of crude oil from the 
Middle East, have also grown rapidly. Consequently, Venezuelan refineries 
vhich formerly counted upon Europe as an eager and major market for their 
esidual-fuel-oil output now are flooding our Atlantic seaboard with it instead. 
throwing it now on that market for whatever it will bring and seriously dis- 
rupting our domestic-fuel economy. This process knows no economic limit for 
the reason that heavy fuel oil is treated as a residual waste byproduct by these 
refineries. 

To make conditions worse, the refineries of the Venezuelan area, owing to a 
ackward refining technology, produce a relatively high proportion of residual 
fuel oil and lesser quantities of gasoline and other high-type liquid fuel products 
\lso, foreign-flag tankers, not committeed to the same standards of wages and 
ither costs as our American tankers in the coastal trades, frequently are able 
to furnish transportation for foreign residual oil at cut rates. 

It seems clear that the present trouble has arisen because the Venezuelan 
refineries, which are operated largely by American companies, have not made 
constructive adjustments to changed conditions in the world’s oil economy. The 
proposed limitation upon imports into this country will force them to overcome 
this weakness, this technological lag, and this failure to adjust to changing 
1arket conditions for oil products. But if they are permitted to continue the 
easy course of dumping their surplus residual fuel oil on a distress basis in the 
American market, they will not be under the necessity to take such constructive 
steps. Our own domestic fuel economy, and particularly the coal industry and 
our miners, would then continue to be the victims. 

No ordinary problem of competition and trade relations is presented here 
Cheap residual fuel oil dumped on our domestic fuel markets is not a sound 
foundation for beneficial international trade. The opening up of freer channels 
for world trade is not the real issue at all. Excessive imports of residual fue! 
oil present a special problem and must be treated accordingly. Under the quota 
imitation as proposed, imports of foreign residual fuel oil will not be shut off 
rhey will continue to come in to supplement rather than to supplant our domestic 
production of fuels. Imports of residual fuel oil will help to meet our essential 
needs but will not be allowed, as a surplus waste product dumped at any price, 
to disrupt our own fuel economy. 

‘This is not a general problem. It pertains specifically and solely to one source 
of oil supply from one country, where the American-owned refineries have been 
slow to make needed adjustments to changing conditions and now are frantically 
engaged in dumping practices. : 

We must, above all, consider this problem in relation to the indispensable 
importance of our coal industry and our coal miners to the essential long-range 

requirements of our economy and the Nation’s security. In the event of a future 
national emergency, where will we be if we continue dependent upon erratic 
supplies of foreign residual fuel oil presently being dumped expediently on our 
shores, while our own coal industry has been permitted to languish and deterio- 
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ate? Coal mines cannot be put in the deep freeze, ready at the opening of a 
door to meet large and sudden surges of demand when other sources fail. Months, 
t least, are required to reactivate dormant mines or open new ones. Neither 
can the coal industry obtain ios necessary capital for financing cost-cutting 
economies, through greater mechanization of operations to increase productivity, 
if it is to be harassed and undermined by distress supplies of imported residual 
fuel oil. These advances of efficiency in the coal industry must go forward in 
order that it can meet its basic responsibilities to our fuel economy and our 
national security The Nation as a whole will ultimately suffer from subjecting 
the coal industry to shortsighted and destructive competitive forces. 

If we continue to drift on the present unsound course, conditions will get worse, 
not better. Adjustments with respect to residual oil from Venezuela will not 
occur automatically and, unfortunately, there is no sign that suppliers from that 
source are alert to the truly constructive steps which need to be taken to reduce 
the yield of residual oil. The time for intervention is now before it is too late. 
The way to do it is to definitely limit the amount of residual oil which may come 
in to supplement, but not swamp, our domestic product of fuels. 

It is no answer to say that coal has lost markets, such as for railroad fuel 
and home heating, to other fuels within our own country. That is certainly no 
reason whatever to keep the essential coal industry and its workers under the 
additional and unfair handicap which results from the dumping of huge surplus 
volumes of foreign residual oil as a waste product into our Atlantic seaboard 
area, 

I thank you for the opportunity to appear here. 

Mr. Perkins. Mr. Chairman and members of the committee, I am 
thankful for the opportunity to appear here today. We do have a 
serious problem, and I perhaps am more optimistic than the gentle- 
man from West Virginia, Mr. Bailey. 

I am hopeful that this committee will grant relief to the coal indus- 
try. I feel that the facts of the case justify relief. I was reared 
in the coalfields and know something about the mining industry. 1 
have watched the mines constantly close down during the past year, 
it a time when we are spending more than $50 billion annually for 
defense. I have watched the unemployment problem grow in the 
coalfields of eastern Kentucky. I have some statistics furnished to 
me by the Department of Social Security. I want to take one of 
the counties I am privileged to represent, Pike County. 

For the month of March 1953, $113,960 was paid out in unemploy- 
ment benefits. For the comparable month in 1952, $29.218 was paid 
out in unemployment benefits, an increase of more than 300 percent. 

I know there are many of you on the committee who are going to 
argue that the residual oil has no effect on this condition. I would 
like to read you a statement from a letter of a coal operator. Here 

what he states: 

It is difficult for me to give you absolute figures to use in your testimony. We 
know this happens in one of the plants that we ship coal to regularly. I under 
stand the same condition applies to a great many plants on the coast. They 
are governed by the price of imported oil. When the oil is cheap, they increase 
the quantity of it, and they reduce the quanttiy of coal used. 

The tonnage that they take varies substantially, and they tell us that the 
reason for the variation is the fact that they are equipped to use both coal and 
oil, and that when the price of oil reaches a certain point, they cut down on the 
eoal and increase the oil. 

Now you gentlemen can develop that point. A law firm’ in Louis- 
ville sent me a statement about oil imports. I presume they represent 
the Standard Oil, and they requested that I read this book. It pre- 
sents their side of the case ably. A careful reading of their own side 
of the case will convince this committee beyond any doubt that because 
of the technology lag, or the lack of s ientific developments in the 
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Venezuelan area, there is a great deal of waste m the refining process 
n comparison with the refining in this country. 

There is just no way that you can compete with such unfair con- 
petition as that. 

I want to refer here a moment to a story written by Gerald Griffin, 
i staff writer of the Louisville Courier-Journal. It was written in 
eastern Kentucky last week. He makes this summation, and I think 
it is a very important observation because he is unbiased, and im- 
partial, and was just trying to report the facts in this story. He says 
that coal men say that unrestricted importations of foreign residual 
fuel oil are contributing to the disintegration of eastern Kentucky's 

oal empire. 

The coal thus displaced 

He is talking about eastern Kentucky— 
is produced in the fields of Pennsylvania, Virginia, and West Virginia, forcing 
those areas into competition with eastern Kentucky for its share of the mid- 
western market, and coai, even without the residual oil threat, is a highly com- 
petitive business, 

The unemployment problem in closing the mines has been a con- 
tinuous thing in eastern Kentucky in the last year and a half. Here 
is what he states about several mines. He says: 

The Henry Clay mine of the Allied Chemical & Dye Corp., which employed 
360 men, closed down several months ago. That is in Pike County. The Beaver 
Coal & Mining Co. and the Clear Branch Mining Co. in Floyd County have laid 
off about 150 men each. The Elkhorn Coal Corp. in Floyd has laid off 192 men, 
and the Diamond Elkhorn Coal Corp., also in Floyd, has laid off 105. The 
Whitehouse Coal Co. in Johnson County has closed down its mine, throwing 85 
men out of work, because of the high cost of operation. 

* * * * * 

Coal operators believe that some relief could be obtained if the importation 
of residual oil were curbed. The problem already has been presented to Con- 
gress And it goes on: 

Coal men point out that in 6 years, imports of foreign residual oil have in- 
creased from 45,000,000 to 129,000,000 barrels annually, and that last year’s 
imports were equivalent to about 31,000,000 tons of coal. If this practice is 
allowed te continue, they foresee these leftovers from foreign refineries displac- 
ing 53,000,000 tons of coal a year. This represents more than 10 percent of 
the national coal production. 

This year, in comparison with last year, the tonnage in the Big 
Sandy area is off approximately a million tons for the same corres- 
ponding period; and the production in the Hazard Field this year, 
in comparison with last year, is off approximately 25 to 30 percent. 
It isthe same way in the Williamson, W. Va., field. 

I know there is going to be an argument made by the big oil com- 
panies that we should not do anything about this problem. The big 
pe ople are the ones th it are he nefiting from this program. Natural- 
ly, the little oi] pt ople are also affected. 

I just do not think that we should permit them to go ahead and 
destroy a basic industry that means so much to the economy of this 
Nation. 

Gentlemen, something should be done, and again I want to state 
tl at | thank you for the privilege of being here, and | am hopeful that 
you will correct this situation, 

The Cuamman. We thank you very much, Mr. Perkins, for your 
very fine statement. 
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The situation has arisen here that a member of the Armed Service- 
Committee has a bill on the floor, and Mr. Gavin is interested in that 
1 am going to ask him if he will not step forward, and we will hear 
him. 

Will you give your full name and the capacity in which you appear / 
Your district adjoins mine, and we are glad to welcome you here 


STATEMENT OF HON. LEON H. GAVIN, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF PENNSYLVANIA 


Mr. Gavin. Mr. ¢ ‘hairms an: 

My name is L. H. Gavin, 23d District of Pennsylvania. I want 
to thank the chairman on giving me this opportunity for a few 
minutes at this time. 

We are living in a time of crisis. No sooner is one war finished 
than we seem forced into the preparation for the next one. During 
war, petroleum products constitute more than half of the total ship 
ments to the military forces. Hence, it is absolutely necessary that 
assured sources of supply be available in this Nation where they 
would be accessible to our forces in event we were suddenly precip! 
tated into a war. 

The oil industry feels that a disturbing situation will arise when 
excessive imports cut down the daily allowable production by the 
domestic industry. The oil industry in the United States of America 
has always felt that its patriotic duty is to have a completely a dequi ite 
reserve of productive capacity in case of emergency. Excessive im 
ports interfere with exploration and development, equipment is idle 
and the current rate of drilling is below that necessary to achieve the 
require ments set to meet defense goals. 

The long-range look at petroleum supply enforces the idea that 
new supp lies would not be immediate ‘ly available in event an emer 
gency arises. It takes years to find geologic al prospects, to complete 
leasing arrangements, to drill explor: atroy wells and to develop oil 
fields. 

Certain sectors of the petroleum industry are beginning to feel 
that the current incentives encouraging the exploration and develop- 
ment of crude petroleum are being undermined by excessive imports. 
Many domestic producers are anxious to retain the import tax on 
petrole um as an expressi n of the policy that domestic production is 
always to be given priority. 

One phase “of this ¢ ‘omplie ated situation in which I am particularly 
sae is the importation of residual fuel oil and its effects on the 
coal industry—one of the basic industries of my State—and the econ- 
omy of the Nation. The following is the amount of residual oil im 
ported from 1946 to 1952 


Barrels 
1946 - 44, 647, 000 
1947 54, 244, 000 
194s sans 53, 269, 000 
1949 b —s : 5 74, 555, 000 
150 ; = ie _.... 120, 036, 000 
1951 fam mat 118, 675, 000 
152 _. 126, 964, 000 


And in a couple of years, I suppose they will have it up around 
200 million barrels if something is not done to stop it. 
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I want to call to the-attémtion of the committee that each ton of 
oal is equivalent in energy value to 4.167 barrels of residual oil. The 
\952 importaticn therefore represents the equivalent loss of some 31 
nillion tons of coal. 

Cumulatively, the volume of fuel oil imported amounts to the stag 

ering figure of 592,390,000 barrels for the 7 years since 1946. Ex 
essing the same amount of oil in equivalent tons of bituminous 
oal, we arrive at the stupendous figure of 142,163,000 tons of coal 
which remained unmined or unutilized, 

The price of coal has varied from $3.44 in 1946 to $4.95 in 1952 
lhe cumulative total of revenve loss in the 7 years amounts to $671, 
57,000. In the overall total of our national product, this amounts to 
only about 0.25 percent; yet in the overall picture of the bituminous 
oal industry it is a very substantial percentage. 

Expressing the same unmined total of coal displaced by the residual 
fue | oil imports, one can say that the aggregate loss of man-days for 
he same period of 7 years amounts to 21,086,000 days. This is predi 
ated on the fact th: at the median number of tons mined per day per 

man averaged 6.30 to 7.24 tons for the period, 

The loss of these man-days is simply due to the fact that coal mines 
ire being closed down for lack of markets due to the excessive im 
portation of fuel oil. Thus, the National Coal Association has re 
ported within the last few days that many mines have closed within 
recent weeks in such coal-producing States as Tennessee, Pennsyl- 
vania, Virginia, and West Virginia. 

West Virginia alone reports that 14,100 less men were employed at 
the mines in December 1952 than in December 1951. Recent closings 
deprived 6,841 men of their jobs in and around the mines. 

On an overall basis, the cumulative coal production from January 
| to February 7, 1953, amounts to 47,810,000 tons as compared to 
62,297,000 tons for the corresponding period in 1952, a significant de- 
crease of 14,887,000 tons or 23.7 percent. 

The average hourly earnings of the bituminous coal miner since 
1946 has fluctuated from $1. 10) to $2.25. The aggregate loss of wages 
for the coal not mined or displaced by oil during 1952 amounts to 
$75.744,000, or a cumulative total of $335.992,000 since 1946. 

Railroads transport approximately 83 percent of all coal produced, 
so that the railroads did not carry 25,289,000 tons of coal not pro 
due ed due to displacement by oil. Since 1946, this loss has amounted 

» 119,217,000 tons. The Interstate Commerce Commission has esti- 
! al that the average railroad freight rate per ton during the first 
9 months of 1952 was $3.40. By mathematical calculation the revenue 
loss suffered by the railroads ‘during 1952 amounted to $85,983,000. 
The cumulative total since 1946 is $358,346,000. 

Since from figures generally acceptable to the ICC, labor receives 
about 48.2 cents out of each railroad revenue dollar, another simple 
mathematical calculation reveals that the railroad labor took approxi- 
mately $4114 million of the total transportation loss resulting from 
imported residual’s displacement of coal. 

The Government shares in the monetary loss, since it failed to re 
ceive such corporate and individual tax as the railroads and railroad 
labor Jost income might develop. Another aspect of the Government’s 
loss is the fact that on 31 million tons of coal during 1952 there would 
have accrued $1,240,000 revenue from the United States 4-cent-per- 
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ton transportation tax. What other tax losses there are on a State and 
local level have not vet been assessed. 


Now these figures have been carefully prepared and to me they 
are as it affect mv State alarm! Ing. In view of the contention by 


the coal and independent oil producers that residual oil imports are 


becoming excessive and that such imports are having deleterious ef 
fects on the fuel industry of the United States, it is time to do some 
thing about it. ; 

The coal industry of my State has voiced complaints of injury and 
demands that swift congressional action be taken to adjust this situ- 
ation and afford them some relief, so my very good and able friend and 
colleague, Representative Richard M. Simpson, recognizing the de 
vastating effect upon the ‘ial industry of Pennsylvania and ‘the inde 
pendent oil producers of the Nation, introduced H. R. 4294. I trust 
the committee will give favorable consideration to this bill and report 
it without changes so that it can be fully and carefully debated by the 
House. 

It is my opinion the American people are not informed as to what 
s happening, particularly to the coal and oil industry of this Nation- 
velar: industries upon which thousands of Americ ans are depe ndent. I 
deeply sympathize with all the peoples of the various countries of the 
world ; however, it is about time we look at conditions in our own back 
yard. They should be our first concern. This legislation should be 
considered on the basis of how it affects the welfare and well-being of 
the people of the Nation. 

The CnatrMan. We appreciate your very fine statement and your 
appearance here. 

Mr. Gavin. You have been very kind to permit me to proceed 
this time. 

The CHarrMan. Are there any questions? 

The neXt witness will be the Honorable William C. Wampler, of 
Virginia. 

Weare 


rlad to see you here, Mr. Wampler 


STATEMENT OF HON. WILLIAM C. WAMPLER, A REPRESENTATIVE 
IN CONGRESS FROM THE STATE OF VIRGINIA 


Mr. Wameter. Mr. Chairman and members of the Ways and Means 
Committee, my name is William C. Wampler. I have the honor to 
represent the Ninth Congressional District of Virginia in the Con 
oress of the United State 

I deeply appreciate this opportunity of appearing before you 
committee and te stify ng as a proponent of H. R. 4294. 

On February 19 I introduced H. R. 3317, which is a bill to establish 


quota limitations on imports of foreign residual fuel oil. Section 
13 (a) (2) of H. R. 4294, now under consideration, provides for sub- 
tantially the same action as doe smy bill. 

It my cons ‘o judg rment that the enactment of this legislation 


will remedy a situation that is vitally suntan thie eoomomies life of my 
congress onal dintrict: and a coal- pi ‘oduel ing areas of this Nation. 

Che bituminous coal industry is one of amerith'e vits i] industries. 
It has made tremendous contributions to America’s streneth—both in 
war and in peace. 
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This great industry provides employment for thousands of miners, 
transportation employees, and other services incident thereto. 
The coal industry has been called upon in time of national stress 


| emergency to meet production schedules far beyond its normal 


pacity. This it has always done. 
he American coal industry has never received Government sub 
lies—it has never asked for them. and 1 don’t believe that it ever will 
his industry does not seek any special favors now. It is asking 
ly for the Opportunity LO compete on a fair basis— position it 
loes not enjoy with the importation of foreign residual fuel oil. And 
‘unfair competition of this oil is creating an economic crisis not only 
the coal industry . but for entire mining areas and To the States 


n which those mn ing’ areas lie. 
My own congressional district is an example of this crisis. 
In 1951 and 1952 Virginia ranked sixth in the total coal production 
he United States. The State produced 21,410,000 tons in 1951, 


1 20.400,000 tons in 1952. In 1951. 17.683 miners were employed 
Vireimia. and in 1952 that fioure had dropped to 16400 ¢ mployed 
ners. All of these, with the exception of 183 in Montgomery 
County, were employed in the mines of 1 Vv congressio} al district , 
These fioures represent a drop of 1.100.000 in tonnage of eoal pro 
din Virginia from 1951 to 1952. and a total of 1283 miners laid 

t] 
~ Th { dof mproving thi vear. the situation grows st ulily worse. 
ployment in my congressional district is running 25 percent off thi 
vear. The onlv time a similar situation existed there was during the 
depression years There is unfavorable reaction in virtually every 


» of our economy 
After studying the problems creating these conditions, it is my 
msidered opinion that one of the major factors contributing to 
; depressing influence on the coal industry is the unfair competi 
on that has come to the coal market in the form of foreign residual 


fuel oil, a product for which we have ;: bsolutely no need at the present 
time, and on which we certainly would not wish to rely in the future. 

This oi] is used under boilers in large utilities and industrial 
plants; it is competitive with coal for the generation of electric 
power for industrial uses—it has no practical value for heating the 
homes of the Nation, powering railroads, or fueling essential war 
machines. 

Yet, it is being imported in ever-increasing quantities to impair 

pital investment of the coal industry, retard domestic exploration 


of new oil fields, and imperil national security. The amount of such 
oll imported into the east coast last year was sufficient to inflict a 
|-million-ton loss on coal markets. 


| Not only do the coal operators, the coal miners and the railroaders 
suffer from these importations, but the nonrelated business concerns 
feel the financial stress as well. This is the situation that has been 
created in my congressional district, and is setting up a chain reaction 
to travel throughout the State of Virginia. So true is this, that even 
shipping interests on Virginia’s east coast are aware of the crisis in 
the coal fields. 
As long as the coal mines of America contain enough minable ore 
to last more than 1,000 years, and in the mining to create an economi 
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cally sound country, there is no need for us to turn to foreign refineries 
for our industrial fuels. It is our own economic strength that has 
placed us in a position to aid the economies of other nations. 

For these reasons, I urge the passage of H. R. 4294, and I present i: 
evidence of my arguments correspondence from all segments of the 
economy in my congressional district and the State of Virginia. 

Mr. Chairman. I ask unanimous consent to file as a part of my 
statement a letter from the Honorable John S. Battle, the Governo: 
of Virginia, which will indicate the position of the Virginia Coal 
Operators Association, and several of the large coal operations i) 
my district. lam proud to say that they are listed as proponents of 
the measure. 

Also, a letter from Mr. Allen Condra, president, district 28, United 
Mine Workers of America, which will indicate that his organization 
is very much in favor of this legislation; and other resolutions adopted 
by various civic organizations in my district. 

The Cuairman. Without objection, they may all be inserted in the 
record at this point. 

(The letters and resolutions referred to follow :) 


GOVERNOR'S OFFICE, 
Richmond, Va., April 17, 195.3. 
Hon. EpwarpD J. ROBESON, 
Hon. Porter HARbY, Jr., 
Hon. J. VAUGHAN GARY, 
Hon. WATKINS M. ABBITT, 
Hon. WILLIAM M. TUcK, 
Hon. RicHarp H. PoFr, 
Hon. Burr P. HARRISON, 
Hon. HOowarp W. SMITH, 
Hon. WILLtrAmM C. WAMPLER, 
Hon. Jorn T. BROYHILL. 


GENTLEMEN: This morning Messrs. W. A. Stuart; James L. Camblos, counsel 
for Virginia Coal Onerators Association; Earl Robertson, vice president of 
Clinehfield Coal Co.; and A. R. Matthews, president of Pocahontas Fuel Co., con- 
ferred with me relative to the situation in the coal industry which has been 
brought about by the importation from Venezuela of residual oil as to which 
there are now several bills pending before the Congress. 

These gentlemen told me that there is now being imported and distributed 
largely along the Atlantic seaboard immense quantities of residual oil from 
Venezuela. The amounts imported are increasing at a great rate and as this 
oil is a byproduct of the industry, it is dumped on the American markets at 
a price Which neither coal nor American refineries can compete. 

This residual oil is used largely in industry and is affecting the coal market 
to an alarming extent. 

So far as Virginia is concerned the picture, as I get it, is about as follows: 
The coal industry is being critically affected which, of course, is resulting in 
unemployment and poor economic conditions in the coal-producing areas. This 
condition is being felt by the coal-carrying railroads and the port of Hampton 
Roads. On the other side of the picture, I am told that none of this oil is 
suitable for domestic use, but that some of it is used by one of our power com- 
panies. However, it is not believed by the gentlemen who talked to me that the 
power company would be seriously affected should it not be able to continue 
this use. 

So far as the national picture is concerned it is argued, I think with some 
force, that the national economy should not be permitted to become dependent 
upon foreign products which might be cut off at any time and which would cer- 
tainly not be available in the event of an all-out war. 

There is now pending before the Congress H. R. 4294, a section of which is 
designed to take care of this situation. I understand this bill will be heard before 
the Ways and Means Committee of the House next week. 
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| would not presume to suggest to you a course of action in connection with 
is bill. My only concern is as to the effect upon Virginia economy which the 
onditions referred to above may have and that is a matter of vital interest to 
| of us. 

I am sure you will carefully consider this situation and be governed by what 
1u believe to be the best interest of Virginia and the Nation. 

With my personal regards and best wishes to each of you, I am, 

Cordially yours, 
JoHN 8S. Barrie. 


Norton, Va., April 16, 1953. 
Hon. WILLIAM WAMPLER. 
Congressman, Ninth District, House Office Building, 
Washington, D. C. 

DeaR Mr. WAMPLER: The importation and dumping of residual fuel oil upon 
he American market is having a disastrous effect upon the coal industry and is 
f particular interest to all the coal miners of our country. 

Consequently House bill 4294, which was introduced by Congressman Simpson 
f Pennsylvania, is being watched with particular interest by the coal miners of 

this country. 

I know that, from past statements, you are interested in the passage of House 
ill 4294, and I feel that we can depend upon you to exert your influence and use 
our prestige in having the above-mentioned bill enacted into law. 

Your help and assistance in the passage of the Simpson bill will certainly be 
ppreciated by the members of our organization in district 28. 

Very truly yours, 
ALLEN CoNnpbRA, 
President, District 28, U. M. W. A. 


[Telegram] 
Norton, Va. 
lon. WILLIAM C, WAMPLER, 
House Office Building, Washington, D. C.: 

During the past 12 months approximately 200 miners within the area of this 
issociation have lost employment. Working time of the remainder has been 
educed 30 percent and production has declined 25 percent. Similar conditions 
prevail on other sections of the Virginia mining districts. The large contributing 
factor responsible for these most unsatisfactory conditions can be attributed to 
the inereased importation from foreign countries of residual fuel oil which 
ontinnes to increase without abatement. This condition not only applies to 
Virginia mines but to various other mining areas, It is seriously affecting our 
economic condition during the past year. Mines in our area have been forced 
to suspend operations because of this unfair competition and we see no hope 
for betterment unless Congress acts without undue delay to impose restrictions 
on the limitations of the excessively high amount of residual oil now causing 
this unfair competition to our operating mining companies. The members of 
the Virginia Coal Operators Association respectfully request your support, in- 
flnence and aid in the enactment of proper laws for the protection of the local 
mining industry. 

VIRGINIA COAL OPERATORS ASSOCIATION. 
By Georee H. Esser, President. 


RESOLUTION ADOPTED BY THE GRUNDY Rovary CLunB, GRUNDY, VA., 
FEBRUARY 23, 1953 


Whereas it has been brought to the attention of the Grundy Rotary Club the 
serious effects being wrought upon the economy of a large portion of Virginia, 
particularly the southwestern half, by the importation of residual oil from for- 
eign countries. The extent of the seriousness the competition from this cheap 
oil is creating, particularly in the coal industry of our State, is clearly shown 
by statistics, which reveal the enormous increase in residual oil importation 
since 1946, having jumped from 44 million barrels in 1946 to 128 million in 1952, 
whieh has resulted in a staggering displacement of coal tonnage. In years past, 
however, the coal industry was able to absorb a portion of this displacement by 
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taking advantage of the European coal markets, but now, with that market fast 
fading away the disastrous effects of this cheap oil importation has become alarm 
ing indeed, and will, unless checked, seriously damage the economy of a larg: 
sector of our country This serious situation is not only confined to the coa} 
industry, with all its interlocking ramifications, but the oil industry of our 
country (domestic) is at stake, and when one major industry becomes sick it 
inevitably infects business and commerce generally : Therefore be it 
Resolved, (1) That it is the considered judgment of this Rotary Club that it 
view with much concern these conditions and that it and each individual mem 
ber thereof exercise all possible influence to bring about relief of this situation 
(2) That the proper officers of this Rotary Club are hereby instructed to send a 
copy of this resolution to each member of Virginia’s delegation in the United 
tes Congress, with the urgent request that they do all in their power in su 
port of legislation necessary to permanently correct and relieve this situatior 
giving their untiring efforts toward the passage of H. R. 2870, or any similar bill 
Also that a copy be sent to each, the Secretary of Commerce, Secretary of Interior, 
and Tar ff Commission of the United States, with request that proper regulations 
shall be made at once, proper duties promptly imposed and quotas established 
that may immediately correct the unfair competition with American products 
brought about by foreign importation of competitive products, said regulations, 
duties, and quotas to suffice until such time as proper remedial legislation may 
be effected. (3) That a copy of this resolution be sent to the district governor 
of Rotary International and to various local.clubs in the 275th district of Rotary 
International. 


sti 


RESOLUTION ADOPTED BY THI SLUEFIELD CHAMBER OF COMMERCE, BLUEFIELD, 
W. Va., Fesrvary 10, 1953 


Whereas during the last several years heavy importations of residual fuel 
oil from foreign countries has adversely and seriously affected the economy of 
West Virginia and Virginia, especially the bituminous-coal industry of southerr 
West Virginia and southwest Virginia rhe situation has steadily grown worse 

nd the bituminous-coal industry of southern West Virginia and southwest 
Virginia is now in a eritical condition. Coal mining provides employment fo. 
thousands of miners and railroaders living in Bluefield, W. Va., and vicinity, 
and is the economic lifeblood of southern West Virginia and southwest Virginia. 
‘The importation of foreign residual fuel oil has thrown out of employment thou- 
sands of coal miners and railroad employees and has adversely and seriously 
affected many small enterprises wholly dependent for their prosperity upon the 
production and sale of coal; and 

Whereas a few years ago New England consumed between 17 million and 
18 million tons of southern coal annually, mostly low volatile, which is mined 
in the Bluefield, W. Va., area, but during the last several years the flood of 
foreign residual fuel oil has replaced nearly two-thirds of the southern coal 
which was formerly shipped to the New England States, said foreign oil being 
dumped in New England at prices with which southern coal could not possibly 
compete. Due to these importations of foreign oil and other economic condi- 
tions Many mines in southern West Virginia and southwest Virginia have closed 
down and it is anticipated that during the year 1953 many other mines will 
close, causing incalculable damage to the coal miners, railroad employees, 
business enterprises, and the residents of this community; therefore be it 

Resolved, That the Bluefield Chamber of Commerce— 

First. Deplores and condemns the continued importations of foreign residual 
fuel oil at prices with which the bituminous-coal industry of West Virginia 
and Virginia cannot compete and urges each individual member of this chamber 
to exercise his influence in any way possible to relieve this situation. 

Second. That a copy of this resolution shall be sent to each member of the 
West Virginia and Virginia delegations in the United States Congress with the 
request that proper legislation be enacted to relieve these deplorable conditions ; 
that copies of said resolution shall also be sent to the Secretary of Commerce, 
the Secretary of Interior, and the Tariff Commission of the United States, 
vith the request that steps be taken immediately to remedy the situation and 
bring an end to the unfair competition brought about by the importation of 
cheap foreign residual fuel oil. 

Third. That a copy of this resolution be sent to the State chamber of com- 
merce and to the various local chambers and boards of trade throughout West 
Virginia. 
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RESOLUTION ADOPTED BY KIWANIS CLUB oF GruNpDy, VA., Marcu 6, 1953 


Whereas the Kiwanis Club of Grundy, Va., is made up of citizens of the town 
of Grundy and the citizens of Buchanan County, Va.; and 

Whereas the basie industry in said town and county is the mining of coal; 
and 

Whereas the livelihood of the citizens of the said town and county are de- 
pendent, directly or indirectly, upon the mining of said coal; and 

Whereas the market for coal mined in said Buchanan County is at its lowest 
ebb in recent years; and 

Whereas hundreds of laborers have been thrown out of work because of lack 

f a market for coal mined in Buchanan County; and 

Whereas business has declined due to the fact that the aforementioned men 

re now unemployed ; and 

Whereas one of the reasons that the market for coal from Buchanan County 

is reached such a deplorable condition is that residual oil manufactured in 
other countries is being imported into this country duty free and placed into 

ompetition with our domestic fuels: and 

Whereas it is our concerted opinion that one of the functions of our repre- 
sentatives in Congress is to protect our domestic industries: Now, therefore, be it 

Resolved— 

1. That each member of this club views with much concern the aforementioned 
facts and each member of this club hereby resolves to exercise their influence 
to relieve this situation. 

2. That proper officers of this club are instructed to send copies of this reso- 
lution to each Member of the United States Congress from the Commonwealth 
of V.rginia. That additional copies be sent to each, the Secretary of Commerce, 
Secretary of the Interior, and Tariff Commission of the United States. 

8. That each member of this club humbly requests our delegation in Congress 
to see that proper legislative action be taken to protect the coal industry. 

4. That copies of this resolution be spread upon the records of this club to 
show that we, the members of the Kiwanis Club of Grundy, Va., have gone on 
record as doing our share in trying to restore a vital industry to normalcy for 
the benefit of the people of Buchanan County who depend on the coal industry 
for their livelihood. 

J, M. Stanwey, President. 

Attest: 

Gomer W. Evans, Secretary 


ResoLutTion Apoprep BY THE Haysi, VA., Kiwanis CLus 


Whereas the Kiwanis Club of Haysi, Va., is made up of citizens of the town 
of Haysi and the citizens of Dickenson County, Va.; and 

Whereas the basic industry in said town and county is the mining of coal; and 

Whereas the livelihood of the citizens of the said town and county are depend 
ent, directly or indirectly, upon the mining of said coal; and 

Whereas the market for coal mined in said Dickenson County is at its lowest 
ebb in recent years; and 

Whereas hundreds of laborers have been thrown out of work because of lack 
of a market for coal mined in Dickenson County; and 

Whereas business has declined due to the fact that the aforementioned men 
are now unemployed; and 

Whereas one of the reasons that the market for coal from Dickenson County 
has reached such a deplorable condition is that residual oil manufactured in 
other countries is being imported into this country, duty free, and placed into 
competition with our domestic fuels; and 

Whereas it is our concerted opinion that one of the functions of our Represent- 
atives in Congress is to protect our domestic industries: Now, therefore, be it 

Resolved, (1) That each member of the club views with much concern the 
aforementioned facts and each member of this club hereby resolves to exercise 
their influence to relieve this situation; (2) that proper officers of this club are 
instructed to send copies of this resolution to each Member of the United States 
Congress from the Commonwealth of Virginia; that additional copies be sent 
to each, the Secretary of Commerce, Secretary of the Interior, and Tariff Com- 
mission of the United States; (3) that each member of this club humbly requests 
our delegation in Congress to see that proper legislative action be taken to protect 
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the coal industry; (4) that copies of this resolution be spread upon the records 
of this club to show that we, the members of the Kiwanis Club of Haysi, Va 
have gone on record as doing our share in trying to restore a vital industry 
norma!cy for the benefit of the people of Dickenson County who depend on th, 
coal industry for their livelihood. 
CHARLES 8S. MILLer, 
President 
Attest : 
H. CLayvTon Davis, 
Secretary 


RESOLUTION ADOPTED BY BUCHANAN CoUNTY CHAMBER OF COMMERCE, GRUNDY, V\ 


This chamber is made up of 210 business and professional men of Buchana 
County who are alert to the growth of th s county and vitally interested in the 
well-being of its citizens. Realizing the importance of its basic industries whic! 
are coal and lumber and products derived from same, and further realizing th 
deplorab e condition fac.ng the coal industry in general and Buchanan Count) 
in particular due principally from competitive fuels, the principal one being 
cheap crude and residual oils being imported in large quantities, which hav: 
destroyed our markets for coal to a large degree, and further realizing the dro) 
in production of coal in these United States, the shutting down of entire coa 
producing plants, the cutting down on personnel at plants trying to stay in busi 
ness, the rise in unemployment throughout the entire coal producing areas, brings 
to this chamber who represent this county a serious problem and we join wit! 
others in presenting our views on the situation and trust a solution can soon lx 
reached to save a vital basic industry. In doing so we present the following 

“Whereas Buchanan County is located in the western part of the State of Vir 
ginia and is one of the six coal-producing counties within the State; and 

“Whereas Buchanan County is underlaid with several seams of high-grade 
bituminous coal; and 

“Whereas in the early 1930's men of vision from Buchanan and surrounding 
counties took their hard-earned cash and with the aid of the Norfolk & Western 
Railway Co., began to develop and market these coals; and 

“Whereas Buchanan County has quadrupled in population in the past 25 years 
due to the development of its coal; and 

“Whereas the entire population of this county is dependent either directly or 
indirectly upon the production of coal for their livelihood ; and 

“Whereas it is up to our Congressmen of these United States to set a quota 
on imported residual! oil or ban the importation of residual oil altogether, o: 
take the necessary steps to save this once prosperous basic industry: Therefore 
be it 

“Resolved, (1) That it is the considered judgment of this chamber that it view 
with much concern these conditions and that it and each individual member 
thereof exercise their influence in any way possible to relieve this situation. (2) 
That the proper officers of the chamber are hereby instructed to send a cop) 
of this resolution to each Member of the Virginia delegation in the United States 
Congress with the request that proper legislation be enacted to bring about per 
manent relief to the coal industry. That a copy be sent to each, the Secretar) 
of Commerce, Secretary of the Interior and the Tariff Commission of the United 
States. (3) That a copy of these resolutions be spread upon the records of this 
chamber, to show that we, the members of Buchanan County Chamber of Com 
merce, have gone on record as doing our share in trying to restore a vital industry 
to normalcy for the benefit of all the people who depend on the coal industry for 
their livelihood.” 


The CxuarrMan. Does that include your statement ? 

Mr. Wampter. That concludes my statement. 

The CuarrmMan. We thank you very much for your qrpeasinne and 
your fine presentation. 

The next witness is the Honorable Richard H. Poff, of Virginia 
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STATEMENT OF HON. RICHARD H. POFF, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF VIRGINIA 


Mr. Porr. Mr. Chairman and members of the committee, my name 

; Richard H. Poff. I have the honor of representing the people of 
the Sixth Congressional District of Virginia which comprises the 8 
counties of ¢ ‘ampbell, Bedford, Roanoke, Montgomery, Floyd, Craig, 
Botetourt, and Alleghany and the 4 cities of ‘Lynchburg, Radford, 

lifton Forge, and Roanoke. 

By your leave, I appear to endorse the objective of section 13 of 
H. R. 4294. That objective, as I see it, is to equalize the competitive 
factor between a cheap foreign import and a basic domestic product. 
[ am not personally qualified to say whether the proper method of 
achieving the objective is by way of increased tariff, by way of quota 
limitations or by way of a combination of the two. However, I am 
wholly convinced that the objective must be accomplished, and I am 
content to leave to the good judgment and broad experience of this 
‘committee the means by which it should be accomplished. 

Primarily, the objective must be accomplished because it is in the 
interest of the national welfare and security. The unrestrained im- 
portation of foreign residual fuel oil is striking at the vitals of two of 
our Nation’s most critical industries: Coal mining and rail transporta- 
tion. This oil, which is used only in certain large industrial furnaces 
and cannot be used for home fuel, is a waste product produced by 
foreign interests by opportunist exploitation of cheap labor. For these 
reasons, the competitive factor between this oil and our domestic 
coal is unequal and unfair. Of course, our Nation’s railroads which 
carry our coal are also indirectly but none the less seriously, threatened 
by this inequity. 

In my Sixth Congressional District, this unfair foreign competition 
has already been keenly felt. The principal traffic of the three Poca- 
hontas railroads—the Norfolk & Western, Virginian, and C hesapeake 
& Ohio—is bituminous coal, and the revenues of these carriers have 
already declined markedly due to the reduction in coal traffic oe- 
casioned by the dumping of foreign residual oil along our coast. This 
decline in revenue is of serious concern to my constituents, for the 
economy of my district is inseparably interrelated with the financial 
health of the Pocahontas railroads. 

The Norfolk & Western general offices are located at Roanoke, as 
are the shops at which the railroad’s motive power and many of its 
freight cars are fabricated. The C hesapeake & Ohio has extensive 
fac ilities, including yards and shops, at Clifton Forge, and the Vir- 
ginian has a large y yard at Roanoke. 

All together, these railroads employ 10,957 persons within the 
sixth district alone, and out of a population of about 338,000 in that 
district, it is estimated that approximately 36,600 persons are directly 
supported by railroad wages. This is over 10 percent of our popula- 
tion, and it is impossible to calculate how many other businesses and 
how many other workers depend upon these r: ailroad people as patrons 
and consumers. In short, railroading is the principal heavy industry 
of my district, and any decline in coal traffic is direc tly felt not only 
by railroad employees but by our farmers, grocery men, barbers, theater 
owners, retailers, and wholesalers, and those who de spend upon them 
for their jobs. 
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I realize that the international free-traders in our country cal] 
everyone who talks about tariffs or quotas economic isolationists, but 
I am not too disturbed by the epithet. Neither am I overly impressed 
by the argument that import restrictions curtail American dollar ex- 
ports, and that this injures our foreign policy program. I do not con- 
ceive it to be the burden of industry and the industrial worker to 
finance, by submitting to unfair competition from abroad, the foreign 
policy of the United States. This country, in all its economic might 
and Christian beneficence, cannot hope always to be throughout the 
world its *brother’s keeper.” We must, for the sake of self-preserva 
tion, draw the line somewhere. And here in this bill before us is one of 
the places to draw the line, because whatever might be said in the 
overall picture in favor of American purchase of cheap foreign prod 
ucts, the dollars in this case are going into the pockets of wealthy for- 
eign oil men and they are coming out of the pockets of American coal 
miners and railroad workers. 

The economic strengtn and the military security of this Nation 
depend to a great extent on its national resources and on its ability to 
transport these resources from point-of production to point of con 
sumption. Each must be guarded against unreasonable economic 
assault from without. I urge this committee to restore a fair and 
proper balance of competition between domestic and foreign industry 
n this vital area of our national defense. 

The Cuatrman. Thank you for your appearance, Mr. Poff. 

The next witness is the Hon. Edward J. Bonin, of Pennsylvania. 


STATEMENT OF HON. EDWARD J. BONIN, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF PENNSYLVANIA 


Mr. Bonin. I wish to testify in behalf of this section of the Trade 
Agreements Extension Act of 1953, which would establish quota limi- 
tations on imports of foreign residual fuel oil. Aside from all the 
other testimony which has ‘been given in support of this section, I 
have received numerous letters from companies and individuals 1 in my 
Congressional District—marked as a “distressed labor area.” In 
my district, Luzerne County, are 28,000 male unemployed workers 
and this legislation is the first ray of hope that something may be done 
to relieve the plight of the coal miners and the coal industry—to en- 
able them to continue with their livelihood—the livelihood of their 
fathers and their fathers’ fathers before them. Members of oil and 
gas associations, who testified before me, have also presented the hard- 
ships and distressing economic conditions wrought on the people who 
produce the coal by the importation of this residual fuel oil. 

My bill, H. R. 3061, would limit the total rey af residual fuel 
oil importation, in any calendar quarter of any y to 5 percent 
of the domestic demand for the corresponding iieosina quarter of 
the previous year, as determined by the Bureau of Mines. In my 
opinion, it would be a step forward toward correcting hardships to 
the coal industry by oil imports and that is the reason for my state- 
ment here today. 

With the number of unemployed in my district, you can well under- 
stand the volume of mail received from those who are out of work, 
who want work, and who are being forced to leave Luzerne County 
in order to get work. The record shows that this importation is dis- 
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lacing nearly 50 million tons of coal a year—in other words, with 
the imports ation in 1952 of 128 million barrels of residual fuel oil to 
he east coast, this import was equivalent to cover 30 million tons of 
1al—and the consumption of coal for the month of January 1953 was 
4 thousand tons of coal. Of the residual fuel oil reaching the east 
oast, 70 percent of the 1952 total was imported. Why cannot my 
iners and those in the other 12 anthracite districts supply a goodly 
part of this 50 million tons of coal which are being dispk cad by for- 
eien oil? Is it fair that this oil should be “dumped” on U. S. markets, 
it the expense of American industry and labor when, especially 
n my district, the miners are crying for work and for their food? 
One of the papers in my district eae h day publishes the list. of those 
mines which are working and which are idle—and, I regret to say, 
most of the days each mine is listed as “Idle.” 
One of the strongest pleas made in support of this section was that 
hich pointed out (1) the importation of cheap crude petroleum from 
foreign sources may easily be cut off by enemy action in case of war, 
and (2) any weakening of the local economy is bound to affect the 
ten economy and the national defense. As our Anthracite Bul- 
letin stated in their March 1953 issue : “Coal mines cannot be wrapped 
n mothballs and stored for an indefinite period like tanks, guns, and 
even battleships. It isan expensive and unduly long process to rehabil- 
tate coal mines, even if adequate manpower and materials were avail- 
able in such an emergency, but they would not be available. This is 
not a question to be resolved by theorizing on the merits of free trade 
nor of saving the coal industry. This is a question whether our Nation 
an continue to be a world leader without a strong coal industry. What 
vould factories, churches, schools, apartment houses, and places of 
business, now using imported oil, do for heat and power in case of a 
ational emergency? Obviously, sufficient domestic oil would not be 
ailable and the Nation would be confronted with gas and oil ration 
ng overnight.” 
I cannot urge too strongly that the committee give favorable consid- 
eration to adoption of a legislative quota to limit the total quantity of 
crude petroleum and all products derived therefrom which may be 
mported, 
The Cuarrman. Thank you, Mr. Bonin. The next witness is Hon. 
Harley O. Staggers, of West Virginia. 
We are glad to have you, Mr. Staggers. If you will state your full 
ame and the capacity in which you appear, we will be delighted to 
near you. 


STATEMENT OF HON. HARLEY 0. STAGGERS, A REPRESENTATIVE 
IN CONGRESS FROM THE STATE OF WEST VIRGINIA 


Mr. Sraceers. Mr. Chairman, my name is Harley O. Staggers, rep- 
resenting the Second Congression: il District of West Virginia. 

Mr. Chairman and members of the committee, I would like to ask 
permission to file a short statement with my oral statement. 

The Cuarmman. Without objection, it is so ordered. 

(The prepared statement of Representative Staggers follows :) 

Mr. Chairman, 3 times in the past 2 months I have urged Congress to take 
action on the subject of importing cheap residual fuel oil into our country. We 
can no longer avoid action on this important legislation, as our national economy 
and security is at stake 


2604 53 69 
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Daily, oil companies are importing increasing quantities of foreign resid 
fuel oil to the United States markets at the expense of American industry 
labor. 

In my district and State, the coal mining and related industries are suffer 
great losses in revenue, and thousands of coal miners and railroaders have bi 
thrown out of work. This distress is now spreading to equipment manufactur: 
and suppliers, as well as to business houses in coal-producing area. Import 
foreign residual oil had increased in the past 6 years from 45 to 129 mil 
barrels annually. This is causing a severe unemployment situation and serio 
affecting the economy of West Virginia, as well as our entire country. 

If our coal industry is damaged, then we face the loss of the greatest sour; 
of fuel supply our country has ever known. Coal has furnished the energy f 
our industrial development and the fuel to help us fight and win two wor 
wars. My State is the largest producer of bituminous coal in the Natio: 
and 2 out of every 3 citizens in West Virginia depend directly or indirectly upo: 
the coal industry for their livelihood. 

It is a matter of national concern whenever there is a change in the fu 
structure. If this cheap foreign oil continues to be dumped on our fuel market 
our coal mines will go out of existence and miners will be absorbed in other 
industries. Should a sudden emergency arise, as it did in World Wars I and I! 
who will mine the coal? Coal mines cannot be kept in storage as they w 
deteriorate if unused. It requires from 1 to 2 years to open up new mines. Thx 
present volume of oil imports is a serious threat to our military strength and t 
the progress and welfare of our citizens. 

Mr. Sraacers. Mr. Chairman, a great deal has been said about the 
unemployment caused by residual oil, the numbers affected, the im 
portance of coal to our Nation’s economy, and many of the other re 
lated items. I would like to bring this down to the human side of it, 
the human element that is affected. 

In my district there are 2,500 men and families that are affected 
by this residual oil. These 2,500 men are either on relief or are now 
drawing unemployment compensation. That relief of unemployment 
compensation does not buy clothing or household articles or those 
other little items which are commensurate with the American way of 
life. 

The great empires of the past—Egypt and Babylon and Persia, 
and a lot of others—have fallen because the rulers of those nations 
were not farsighted enough to take care of the natural resources, 
soil conservation, or reforestation, and what have you. History will 
prove that, if you look into it enough. 

The Cuarrman. That is in accord with the scriptural injunction 
that where there is no vision, the people perish. 

Mr. Sraccers. That is right. 

As my colleague from West Virginia said, there are rumors through 
the newspapers that there is to be a compromise or perhaps one has 
already been made. I do not believe that. I do not believe you can 
compromise with children that are hungry, and with the lives of 
men and women. 

I do know that we are in the start of a depression now. There 
is an indication in my district and in the State of West Virginia 
from things that are happening. We all know what a depression 
means to America and to our future. 

I know there is to be a powerful argument made in the next 2 or 
3 days against the provisions of this bill that this committee has 
before it today. There is going to be an argument made for bring- 
ing in this oil from Venezuela; that we must have trade with these 
other nations. 
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Do you know that the gentleman who introduced this bill has more 
people in his State than they have in the whole nation of Venezuela ? 
\s for me, I would rather see an angry Venezuelan than I would a 

irving American, any time. 

| think it is the duty and the responsibility of this committee to 

nk about America, what the needs of America are 50 years from 

w or 100 years from now or the next few hundred years: the 

emicals that are brought out of coal as sidelines, the families that 

e affected, and the human side. 

[| hope the committee will favorably report the Simpson bill to the 
House of Representatives. 

I thank you. 

The Cuarrman. Thank you very much, Mr. Staggers, for your fine 
tatement. 

Any questions? Mr. Eberharter will inquire. 

Mr. Epernmarrer. Mr, Staggers, a couple of times this morning 
ttention was called by witnesses here to the item which appeared in 

e newspapers along the lines that perhaps some agreement had 

en reached or some compromise had been made on the Simpson bill. 
| just want to say for myself that as far as I know, I never even heard 

f the suggestion before it was mentioned by the witnesses. Person- 
ly, I have no knowledge of any conversations going on with respect 
to any compromise being discussed or anything of that sort whatso- 
ever, With relation to the reciprocal trade agreements program. So 
| do not know where that story originated, or anything about it. 

Mr. Sraceers. I do not, either, 

Mr. Epernarrer. I purposely am saying that I know nothing of 
iny suggestion along those lines. 

Mr. Sraceers. I am glad to hear the statement of the gentleman 
trom Pennsylvania, and I would just \ike to add that also it is rumored 
at the administration says, “Leave it up to the executive depart- 
nent, and we will take care of it.” ‘Vhey have had a chance to take 
are of this before now, and I say that it is up to the Members of 
Congress to legislate as they see what is needed for the Nation. 

The Cuamman. We thank you very much for your appearance and 
the information you have given the committee. 

The next witness is the Honorable John P. Saylor, of Pennsylvania. 


STATEMENT OF HON. JOHN P. SAYLOR, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF PENNSYLVANIA 


Mr. Sayuor. Mr. Chairman, with this statement the witnesses testi- 
fying in support of H. R, 4294 rest our case before this committee. In 
your hands is the economic fate of thousands of American families. 
Your decision will also determine the immediate destiny of an indus- 
try upon which the safety of this Nation must rely in times of 
emergency, 

If you prescribe that the Congress adopt the remedial provisions 
included in this bill, our miners, railroaders, and other workers and 
residents of coal and shipping communities will once again be able 
to look to the future with hope and confidence. A favorable report 
will also make it possible for America’s coal industry to return to a 
ready status for any contingency. 
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If, on the other hand, H. R. 4294 is emasculated to the extent that 
no legislative relief against residual oil imports is provided, what re 
mains of this measure may rightfully become known as the Trade 
Disagreements Act of 1953 for those who toil in our native land. Fo) 
eign residual oil is providing irrigation for those areas where the seeds 
of economic disaster already yield the bitter fruit of unemployment. 
To refuse to provide an antidote is to invite widespread depression 
and risk a serious breakdown of our war machine. 

Your records now contain voluminous data on losses that have been 
incurred by individual citizens, by communities, and State govern 
ments and the Federal Government as a result of the unlimited quan 
tities of residual oil that flow freely from foreign refineries. I should 
like the records to show a few typical instances of the damage that 
has been projected from the tankers which carry this oil into the 
congressional district which I represent. For the sake of brev ity, | 
shall quote only from messages that have come to my office during the 
current week. 

Case No. 1: A total of 90 men are reported to be out of work as a re 
sult of the loss of markets to foreign residual oil. 

Case No. 2: The burgess of one of our communities reports that sinc 
January 1 of this ee 542 men have been laid off at 9 mines shut dow: 
by lack of coal orders caused by the use of foreign residual oil. The 
report states that the mines still working are averaging only 3 days 
a week and that merchants and businessmen are experiencing sharp] 
einai conditions. 

Case No. 3: Foreign residual oil is the principal cause of the idling g 
of a mine that has not operated for 65 days. ‘That mine employed 3 
men who are unable to find employment elsewhere. 

‘ase No. 4: Since the inflow of foreign residual oil got under way an 
important coal area has suffered a market decline of more than 30 per 
cent, and more than 1,100 men have been laid off. 

Case No. 5: A mine whose natural market lies along the east coast 
reports that its market has diminished in direct proportion to the in 
creased use of foreign residual oil by its customers. In March of this 
vear that mine was forced to reduce its working personnel from ~ 

130. Wages todas that mine comprise 80 percent of the total i 

me for three communities, and annual loss in wages, contract coal, 
and supplies purchased locally is estimated to be in excess of 
$1 million. Annual loss to nondistrict communities for power and 

upplies normally purchased amounts to approximately $350,000. 

[ reiterate that these accounts have been received within the past 
few : iys, and all were accompanied by urgent appeals for favorable ac 
tion by this committee on the bill that has been sponsored by the 

rentleman from Pennsylvania who is a member of this committee 
oat whose congressional district is adjacent to mine. 

Our constituents are well aware of the fact that the Congress is 
several years late in moving to enact a law designed to protect our 
people from the ravages of a cheap foreign product. Miners have 
for the past several years patiently accepted the Government’s illogi- 

| policy that has resulted in a gradual increase in working time. 
They have valiantly attempted to provide for the needs of their 
families on their ebbing incomes. 
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The 22d Congressional District depends heavily upon the coal in- 
dustry for the general welfare of the populace. We normally produce 
more than 20 percent of Pennsylvania’s entire output of bituminous 
oal. In 1951 our 22,146 miners produced a total of 25,700,000 tons of 
oal, Because of our reliance upon east coast markets, our losses to 
foreign residual oil were greater than the State’s overall production 
lecline of 18 percent in 1952. And with imports deluging the east 
coast since January of this year, the distress 1p our area has reached 
alarming proportions. 

As 83 percent of the coal produced in the 22d Congressional District 

shipped by rail, there have been equally damaging effects on rail- 

ad employment. And as in the case of coal mines forced to shut 
down because of unfair competition from abroad, adequate trans- 
portation equipment cannot be expected if the enemy should suddenly 
strike and bring all-out war to America. 

Mr. Chairman, why are these conditions tolerated? How long must 
our men remain unemployed because of the idiotic theories of State 
Department officials who know nothing—and apparently care noth- 

y—about the frightful situation that ‘has deve loped out of that De- 
partment’s tragic trade treaties ? 

One of the most ridiculous arguments advanced by opponents of 
H. R. 4294 is that a limit on residual oil imports would create hard 
ship in Venezuela, which is the source of most of the oil that finds its 
way into this country. You have heard this hypothesis refuted by 
earlier witnesses, but there is one point which I should like to make 
on this subject that I believe will be of interest to this committee. 

The population of Venezuela, according to the 1950 census reported 
in the current edition of the World Almanac, is 4,985,716. Now, as 
you are no doubt aware, in the past several weeks 22 Members of the 
House of Representatives from coal-producing States east of the 
Mississippi River have introduced bills providing for the quota re- 
striction on residual oil imports contained in H. R. 4294. In intro- 
ducing these measures, we have shown that the economy of our dis- 
tricts has been severely damaged and that our constituents are unable 
to buy the necessaries of life as a result of the loss of markets to this 
foreign waste product. 

[ have checked the March 1953 edition of the Congressional Direc- 
tory, and I find that there is a total population of 7,635,791 in these 

enerereene: Districts. 

Mr. Chairman, who is willing to turn his back on more than 714 mil- 
lion ene ican citizens rather than risk the chance of disturbing the 
economy of less than 5 million Venezuelans? ‘The constituents of 
these 22 districts are hoping that the answer to their pleas will soon 
be forthcoming, and it is for this reason that we have come before this 


committee to ask your enthusiastic support of H. R. 4294. 

Thank you for your attention. 

The CuarrmMan. We thank you very much for your appearance and 
the information you have given the committee. 

We will now hear from the Honorable Tom Pickett, executive vice 
president, National Coal Association, Washington, D. C. 

We are delighted to have you here, sir. 
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STATEMENT OF TOM PICKETT, EXECUTIVE VICE PRESIDENT OF 
THE NATIONAL COAL ASSOCIATION, WASHINGTON, D. C. 


Mr. Picxerr. Thank you, Mr. Chairman. 

My name is Tom Pickett. I am executive vice president of the 
National Coal Association with offices in the Southern Building, 
Washington, D. C. 

The National Coal Association is the trade organization of the 
bituminous coal mine owners and operators in the 38 coal-producing 
States of the Nation. We speak for more than 65 percent of the 
commercial bituminous coal production in the United States. 

My purpose in appearing today is to express the unanimous views 
of the bituminous coal mine owners and operators with respect to the 
Simpson bill, H. R. 4294. Generally speaking, we endorse the princi- 
ples contained in H. R. 4294, but particularly support section 13 (a) 
(2) of the bill. That section provides a 5-percent quota limitation 
upon the importation = foreign residual fuel oil. 

The bituminous coal industry has suffered incalculable damage b 
the inroads against its legitimate markets due to the excessive import 3 
cf foreign residual fuel oil since 1948. In 1949, such imports in- 
creased 40 percent over the previous year. The problem was so 
serious that in 1950, committees in both Se of the Congress initi- 
ated investigations to determine the extent that foreign-oil imports 
were contributing to unemployment in the United States. 

More than 50 witnesses representing coal, railroad, labor, and small 
business interests appeared before the committees and presented test: 
mony showing the great damage resulting from unrestricted importa- 
tions of residual fuel oil. Your particular attention is directed to th: 
report of the Committee on Labor and Public Welfare of the Hesinte 
(Rept. No. 2042), which concludes from the evidence presented that 
residual fuel oil imports were harmful to the coal and railroad indus 
tries, as well as the employees dependent thereon. The outbreak of 
war in Korea interrupted further action at that time. 

In 1950 residual oH imports rose from the 1949 figure of 75 ae 
to 120 million barrels, and continued at about that level in 1951. Th 
1952 they jumped to another alltime high of almost 129 million ieuasis 

The effect of this ever-inc reasing flood i is SO disastrous that the prob- 
lem was the a ct of intensive study by the Natural Resources Com- 
mittee of the National Coal Association. Upon the recommendation 
of that committee, after careful consideration, the executive committee 
of the association adopted a resolution on January 27, 1953, calling 
upon Congress to provide for “an adequate quantitative limitation on 
imports of foreign residual fuel oil.” I offer a copy of that resolution 
for the record, and ask that it be inserted therein. 

The Cuarrman. Without objection, it is so ordered. 

(The resolution referred to follows:) 


NATIONAL CoAL ASSOCIATION RESOLUTION OF RESIDUAL O1rL IMPORTS 


Adopted by the executive committee of the board of directors of the National 
Coal Association at a meeting held in Washington, D. C., January 27, 1953 


Whereas the bituminous-coal industry has played an indispensable role in the 
development of our great American economy; and 

Whereas the bituminous-coal industry provides employment for hundreds of 
thousands of miners, transportation workers, and related service employees ; and 
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Whereas incalculable damage has been inflicted on the bituminous-coal indus- 

y through closing of existing mines and permanent loss of valuable coal already 

veloped, on employment, and on the Nation’s economy because of unrestricted 

iportations of residual fuel oil from foreign sources ; and 

Whereas existing tariffs as well as trade-agreement legislation and policies 
ord wholly inadequate protection for this important domestic industry ; and 
Whereas the flood of foreign residual fuel oil continues unabated, and promises 
ncrease, thereby threatening further loss of employment in the United States, 
pairment of the bituminous-coal industry, and unwise dependence on foreign 
irces of fuel, contrary to the best interests of the Nation; and 
Whereas the maintenance of a strong domestic bituminous-coal industry is 

ssential to the Nation’s defense, security, and welfare; and 

Whereas the public interest requires a sensible adjustment of foreign residual 

el oil imports through appropriate congressional action: Now, therefore, be it 

Resolved, That in the light of the foregoing premises, the executive committee 

f the board of directors of the National Coal Association, in meeting assembled 
; 27th day of January 1953, urges the Congress to provide for an adequate 
antitative limitation on imports of foreign residual fuel oil; and be it further 
Resolved, That the officers of National Coal Association are hereby authorized 

nd directed to take appropriate action to secure adequate congressional relief 

d to acquaint the public with the dangers inherent in a policy of unrestricted 

portations of foreign residual fuel oil. 

Mr. Picxerr. Thereafter, there was convened in Washington a meet- 
g of more than 100 representatives of bituminous coal and anthracite 
oducers, wholesalers and retailers, mineworkers, railroad manage- 
ent, railroad labor, independent oil, small business, and other indus- 
al and agricultural groups, known as the Foreign Oil Policy Con- 

ference. I offer for the record a list of the industry and labor repre- 
ntatives who were elected as members of the executive committee 

f the Foreign Oil Policy Conference in order to effectuate its aims 

ind purposes, and I ask that it be inserted at this point. 

he CHatrrMan. Without objection, it isso ordered. 

(The list referred to follows :) 





CONFERENCE—EXECUTIVE COMMITTEE 





POLICY 





FOREIGN OTL 





"9 


R. E. Snoberger (chairman), president, Truax-Traer Coal Co., 230 North Michi- 

gan Avenue, Chicago, Ol (Chairman, NCA Natural Resources Committee. ) 

fartin J. Alger, vice president, New York Central System, 230 Park Avenue, 
New York, N. Y. 

F. S. Baird, vice president, Norfolk & Western Railway, Roanoke, Va. 

George J. Burger, vice president, National Federation of Independent Business, 
Washington Building, Washington, D. C. 

Frank W. Earnest, Jr., president, Anthracite Institute, Wilkes-Barre, Pa. 

C. A. Hamill, president, Syveamore Coal Co., Huntington, W. Va. 

Otto Herres, vice president, Combined Metals Reduction Co., 218 Felt Building, 
Salt Lake City, Utah. (Chairman, National Lead and Zine Emergency 
Committee. ) 

W. D. Johnson, vice president and national legislative representative, Order of 
Railway Conductors of America, 10 Independence Avenue SW, Washington, 
D.C 

John T. Jones, director, Labor’s Non-Partisan League, 1435 K Street NW, Wash- 
ington, D. C. 

Thomas Kennedy, vice president, United Mine Workers of America, 15th and I 
Streets NW, Washington, D. C. 

Jonas A. McBride, vice president and national legislative representative, Brother- 
hood of Locomotive Firemen and Enginemen, 10 Independence Avenue SW, 
Washington, D. C. 

C. J. Potter, president, Rochester & Pittsburgh Coal Co., Indiana, Pa. 

James N. Sherwin, president, American Coal Sales Association, Leader Building, 
Cleveland, Ohio. 

O. R. Strackbein, chairman, National Labor-Management Council on Foreign 
Trade, 815 15th Street NW., Washington 5, D. C. 

B. E. Urheim, executive secretary, American Retail Coal Association, 858 First 

National Bank Building, Chicago, IL. 
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Mr. Picxerr. The following policy statement was adopted at the 
March 4 meeting of the conference: 


The rising tide of foreign residual fuel oil imports poses a critical threat 
to the basie industries of. this Nation and those employed therein, This exces 
sive importation jeopardizes the military and domestic economy of the Nation 
This overall and continuing adverse impact of foreign residual fuel oil impor 
tations requires immediate action by the Congress. The prejudicial effect of 
this oil importation has been felt on national, State, and local levels, govern 
mental and industrial, and accordingly it is agreed that all interests should 
immediately consolidate their efforts with a view to securing prompt remedial! 
action by the Congress. We who are present pledge ourselves to effectuating 
these purposes. 


Concern over the foreign residual fuel oil problem has become so 
great that 24 Members of the Congress have introduced bills provid 
ing for a quantitative limitation on such imports. I submit a list 
of those for the record, and ask that it be included at this point. 

The Cuamman. Without objection, it is so ordered. 

(The list referred to follows:) 


SPONSORS OF LEGISLATION T0 LIMIT IMPORTPATIONS OF FOREIGN ReEsIpUAL FueEL Ou 
INTO THE UNITED STATES 
Bill No 
Senator John Sherman Cooper (Republican), Kentucky . _- §. 1092 
Congressman James E. Van Zandt (Republican), Pennsyivania, 20th 
District oa on Bie. 2Ot0 
Congressman Cleveland M. Bailey (Democrat), West Virginia, 3d 
SRG. ik ‘ es fete . H. R. 2917 
‘jongressman Howard H. Baker (Republican), Tennessee, 2d District . R. 2918 
jongressman ©. W. (Runt) Bishop (Republican), Dllinois, 25th 
District . ‘ ; . ake ..- H. BR. 2022 
‘ongressman Robert C. Byrd (Democrat), West Virginia, 6th District. H. R. 2924 
‘ongressman Joseph L. Carrigg (Republican), Pennsylvania, 10th 
District _— ‘ . R. 2927 
congressman James S. Golden (Republican), Kentucky, 8th District—- . R. 2947 
‘ongressman Wayne L. Hays (Democrat), Ohio, 18th District__- . R. 2951 
‘ongresswoman Elizabeth Kee (Democrat), West Virginia, 5th 
District J H. R. 2957 
‘ongressman Thomas E. Morgan (Democrat), Pennsylvania, 26th 
District J oe 
‘ongressman Robert H. Mollohan (Democrat), West Virginia, Ist 
District - ity _~ H.R. 2967 
congressman Carl D. Perkins (Democrat), Kentucky, 7th District . R. 2973 
‘ongressman John P. Saylor (Republican), Pennsylvania, 22d 
District ‘ is a... Hi R. 2083 
‘ongressman Edward J. Bonin (Republican), Pennsylvania, 11th 
lyistrict ciate Nm siete seen _... H. R. 3061 
‘ongressman Melvin Price (Democrat), Illinois, 25th District_ _.. H. R. 3092 
ongressman Harley O. Staggers (Democrat), West Virginia, 2d 
District ; .... H, R. 3008 
ngressman Carl Elliott (Democrat), Alabama, 7th District___ _ H. R. 3169 
‘ongressman Augustine B. Kelley (Democrat), Pennsylvania, 21st 
District . . R. 3176 
ongressman Will E. Neal (Republican), West Virginia, 4th District .R. 3185 
ongressman Robert T. Secrest (Democrat), Ohio, 15th District . H.R. 3315 
‘ongressman William C. Wampler (Republican), Virginia, 9th 
District i Sieh rides ; 
‘ongressman Win. G. Bray (Republican), Indiana, 7th District H.1I 
‘ongressman Antonio M. Fernandez (Democrat), New Mexico, at 
large , pili . H.R. 432 
Mr. Picxerr. We are particularly glad to note that the same limi- 
tation principles contained in those bills are to be found in section 
13 (a) (2) of the Simpson bill which is now under consideration. 
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[It is my purpose to demonstrate that legislation is the only effective 
answer to the problems facing the industries adversely affected by 
excessive residual oil imports. Statements to the contrary notwith- 
standing, there are no effective administrative remedies available to 
is. In his testimony, the Secretary of the Interior said— 











Neither the coal industry, nor the petroleum industry, nor the lead and zine 
ndustry has taken advantage of [the] escape clause mechanism— 
provided in the Trade Agreements Extension Act of 1951. Others 
have raised the same question. While it is true that relief could be 
sought through Tariff Commission procedures, it is more important 
to understand that no relief could be obtained that would in any way 
resent a solution to our problem. 

First, Tariff Commission investigations usually require 1 year to 
complete, whereas it is imperative that we secure immediate remedial 
action, 

Second, since President Truman, in making the 1952 trade conces- 

nto Venezuela, made the determination that the tariff rate in effect 
as of January 1, 1945, was 1014 cents, the Tariff Commission would 

mited by law to recomme nding an amount 50 percent above that 
figure, a total of 1534 cents. That amount is wholly inadequate to 
afford the necessary protection. 

Chird, even if full restoration of the 1932 rate of 21 cents were 
possible, it would not solve our problem because the foreign oil pro- 
ducers and importers can absorb that amount without noticeable 
effect upon either the price or volume of imports. 

Fourth, anguage in the present law makes it impossible for us to 
justify action by the Tariff Commission because the escape clause 
remedy must be predic: ited upon a showing that the damage results 
— the trade concession complained of. The damage we have suf- 

ered has not been due to a trade concession, as such, but is the result 

of the great volumes of imports which have been flooding the country 
since 1948, irrespective of whether the applicable tariff rate is bY, 
cents, 1014 cents, or 21 cents, 

It is obvious, therefore, that legislation is the only answer. 

Special legislative action has been necessary to protect the sugar, 
dairy, cotton, and wheat producing industries. The Congress thus 
determined that Tariff Commission procedures were not adequate to 
protect those industries. We are confident the facts of our case merit 
the same congressional consideration as that granted those other vital 

eon a of the national ec onomy. 

Therefore, the question raised by Secretary McKay really answers 
itself—the coal, petroleum, lead and zine industries have not availed 
themselves of the so-called administrative remedies because they are 
of no practical value to these industries. 

The record of the 1950 hearings before the Neely subcommittee of 
the Senate Committee on Labor and Public Welfare, and the Steed 
subcommittee of the House Committee on Education and Labor, 
contain extensive factual data showing the injurious impact of foreign 
oil imports upon the economy of the United States. The problem 
was serious then. It is far more so now. That will be demonstrated 
by the testimony of management and labor spokesmen from the in- 
dustries affected. They will give you the details on the economic 
impact of excessive imports, outline specific damage done to the indus- 
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tries and relate the effect imports have upon the employment of labor 
in the United States. 

That concludes the statement I wish to read, Mr. Chairman. 

The Cuarmman. We thank you for your very fine statement. 

Are there any questions? 

Mr. Kean will inquire. 

Mr. Kean. Mr. Pickett, could you answer the question I asked Mr. 
Van Zandt about what the cost of 1 ton of bituminous coal laid down 
in the New York harbor area was in 1939? 

Mr. Picxerr. Mr. Kean, I regret I cannot do that. As you prob 
ably know, I have been connected with the coal industry only since last 
July 1. However, when the question was asked of the witness as you 
did a while ago, I requested a member of the staff to prepare that 
answer for you. 

In response to that, in part, if I may say it, it is my understanding 
that the cost of a ton of coal at the mine-mouth has not varied more 
than 12 cents in the last 5 years. There is a big difference, you will 
understand, between the cost of a ton of coal laid down in New York 
harbor or New York City, and the cost to the producer at the mine 
mouth. We will supply the answer. 

Mr. Kean. The cost at the mine-mouth is what ? 

Mr. Picxerr. That is what the producer gets out of it. It is about 
$4.87 a ton right now. That is on the national average, as I under- 
stand the figure. 

Mr. Kean. $4.87. You say the cost there has changed by only about 
12 cents? 

Mr. Picxerr. It has varied at the mine-mouth only about 12 cents 
over the last 5 years. 

The Cuamman. We thank you for a very fine statement and the in- 
formation you have given us. 

Mr. Picxerr. Thank you, Mr. Chairman. 

The Cuarrman. The committee stands adjourned until 1 o’clock. 

(Whereupon, at 12 noon, a recess was taken until 1 p. m., of the 
same day.) 


AFTERNOON SESSION 


The Cuarrman. The committee will come to order. 
The next witness is Dr. Ford K. Edwards, director, Bureau of Coal 
Economics, National Coal Association, Washington, D. C. 


STATEMENT OF FORD K. EDWARDS, DIRECTOR, BUREAU OF COAL 
ECONOMICS, NATIONAL COAL ASSOCIATION, WASHINGTON, D. C. 


Mr. Picxerr. Mr. Chairman, as you can see, Dr. Edwards’ statement 
is lengthy. I would like to request the permission of the chairman for 
the doctor to speak without reading the entire statement, and to make 
the pertinent points as he goes. 

The Cuarman. Thank you. How much time do you think you will 
take, doctor ? : 

Mr. Epwarps. I planned on 60 minutes as the time allowed to me. 

Mr. Picxerr. It will require an hour for the doctor to present his 
case. I may say, Mr. Chairman, that the heart of this case is con- 
tained in Dr. Edwards’ statement and that of one witness to follow. 
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The Cuairman. I want to give everybody the time that they need, 
but I have 12 witnesses. 

Mr. Pickerr. We want to cooperate with the Chair; we appreciate 
the predicament you are in, and we will endeavor to expedite this hear- 
ing. ‘That was the reason for the request. 

The Cuarrman. Very well, Doctor, if you will just give your full 
name and the capacity in w hich you appear for the record, you may 
proceed. 

Mr. Epwarps. Mr. Chairman and gentleman of the committee, my 
name is Ford K. Edwards. I am director of the Bureau of Coal 
Economics of the National Coal Association, Washington, D. C., and 
am here as a witness on behalf of the bituminous coal industry, a 
privilege for which I wish to express sincere appreciation. 

My purpose in appee aring here is to urge this committee to approve 
and adopt those provisions of section 13 (a) (2) of Mr. Simpson’s 
bill, H. R. 4294, which would limit the quantity of residual oil which 
may be imported into this country to 5 percent of the domestic demand 
for residual oil. These provisions appear on page 14 of the bill in 
lines 5 to 14, inclusive. 

I recognize that I speak before qualified men who have long been 
familiar with the matters about which we speak. However, it is my 
hope that, through the facts and figures I bring, I can be helpful to 
you in your judgment and decision on things, that, in our opinion 
urgently nal attention. 


The case for coal is basically very simple—it is the request for an 
opportunity to compete on a fair competitive basis with other fuels. 
Coal desires the opportunity to compete for and hold such markets 


as it can, solely on the long established market factors of its economic 
supply costs, and the services rendered. 

Foreign oil, on the other hand, with its unlimited world oil sup- 
plies and capacity to cut prices far below the cost of crude in particular 
markets and for particular products, has placed relentless pressures 
on coal that no domestic industry can long face up to. 

Foreign oil has displayed a willingness, and indeed an eagerness 
to take over markets on a basis which, tested by their own statements, 
are uneconomic to them. Coal products have been severely and un- 
justly hurt thereby. 

We believe the practices of the international oil companies— 

Violate well-established principles of fair trade. 

2. Subject the coal industry to unfair practices and pressures 
against which it is helpless even though by economic standards it is 
fully fit to hold the market. 

3. Have lifted the east coast residual fuel oil imports far beyond 
any reasonable sense of proportion to the growth of the energy 
demands in this market. 

4. Have forced the uneconomic downgrading of heavy fuel oils, both 
foreign and domestic, with a consequent maladjustment of prices to 
small consumers of other products. 

Coal has made every effort to keep itself competitive with other 
fuels, but heroic efforts in this direction are nullified by a competitor 
who can and will sell his product at losses of 20 to 40 cents on the 
dollar to gain a market. 

Coal’s only recourse is before this committee and with legislation. 
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I have endeavored to approach this subject from every viewpoint, 
with a full documentation of both the historical facts and the present 
situation as they bear on coal, oil, Venezuela, and our foreign trade. 

As the document which I present is much too long to read, with 
your permission I will restrict my remarks to these salient points 
which I can cover in the period alloted to me. 

Bicuminous coal is one of the major industries of America. Its 
employment in recent years has been upwards of 400,000 men; the 
value of its product at the mine some $2.5 billion or more; and its 
payment made to others for materials, supplies, services, et cetera, 
close to one-half billion dollars. The transportation of coal has meant 
over a billion dollars anually to railroads, inland and coastal water- 
ways and carriers. 

Coal has paid wages that compare favorably with those of the petro- 
ileum industry and the manufacturing industries of the United States. 
This applies not only on an hourly basis but on a weekly basis where 
seasonality factors hurt coal more than most industries. 

Coal has held the line on prices on a constant or declining basis for 
going on 6 years now, average mine realization for the United States 
having fluctuated within the extremely small range of 2 to 3 percent 
since 1948, a remarkable achievement considering the inflationary im- 
pact of the Korean war, higher wage costs and higher supply costs 

Coal has kept itself competitive with residual fuel oil and held its 
own except where dumping and severe price cutting, sales at far 
below the price of crude oil, are resorted to. 

Bituminous coal ranks among the most competitive major industries 
of America, probably matched only by the garment trades of New 
York City for the intensity of its compet ition within itself. 

Coal is the major, and in some cases the only economic prop for 
large areas of Pennsylvania, West Virginia, eastern Kentucky, IIli- 
nois, and other areas. Take it away and these areas become blighted. 

As to national defense, the increased energy demands placed on coal 
between prewar 1940 and the peak war effort in 1944 were equivalent 
to more than all the fuel oils, distillates including diesel and home 
heating oils plus residual, consumed in 1951 in the 25 States and Dis- 
trict of Columbia lying between the Atlantic coast and the Mississippi 
River 

This enormous added demand on coal in World War II was pro- 
portionately greater than it was in World War I, despite the strides 
which the oil industry has made in the intervening decades. World 
war III, if and when it comes, demands will no doubt be even greater. 

After many years in other industries, in regulatory work at both 
State and Federal levels and in teac hing, I have come to believe that 
among the larger business institutions in this Nation few, if any, 
come closer than coal to meeting the ideals which this country has 
set up for its rugged, self-reliant, highly competitive enterprises. If 
you pardon the personal reference, I want to say that I am proud of 
the coal industry and intensely proud of the fact that I am now a part 
of it, and I think it is time this country and some of its agencies should 
start giving it the credit and consideration to which I believe it is 
entitled. 

Now, if the committee will bear with me, I would like to briefly 
summarize some of the more pertinent figures on coal. I will stop to 
read pages 5 to 15 in my statement, which shows the historical growth 
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of coal, oil, and gas in the United States energy markets over various 
periods, some going back to the late 1920's. 

The Cuatrman. I did not catch that. Where are you reading now ? 

Mr. Epwarps. I am making a summary of pages 5 to 15. It is 
enough to say that bituminous coal, while losing some of its propor- 
tionate share of the total energy market between the 1920’s, and the 
early postwar years, 1946-48, nevertheless held up its tonnage in total. 
But since 1948 its total production has dropped severely. The twelve 
months ending March 31, 1953, show bituminous production down 148 
million tons since 1946-48, and the experience of 1953 to date would 
place this loss some 30 million tons higher. 

Other figures cited show the United States domestic consumption 
of coal, including anthracite, over the last 6 years to be down 100 
million tons, whereas gas and oil consumption rose the equivalent of 
258 million tons. 

All these losses. of course, cannot be attributed to foreign oil. The 
two things here stand out: Coal is in no position to face the unfair 
competition and economic shocks delivered to it by foreign oil. Sec- 
ondly, with the loss of rail markets to diesel fuel, home-heating mar- 
kets to gas, the remaining markets become increasingly necessary to 
the existence of a strong domestic coal industry. : 

Before leaving this subject of market trends, I would like to refer 
to table 4, page 14, of my statement, which illustrates the aplication 
of what I would term an infamous, residual quota system which 
se oil has to all intents and purposes placed in effect on the 

ast coast. As modestly stated by the foreign oil interests recently, 
in justifying residual imports, and I refer to a booklet put out by 
Standard of New Jersey, the consumption of residual oil in the United 
States in recent years has merely kept pace with the growth of the 
energy market. What does keeping pace with the United States en- 
ergy market mean ¢ 

As practically 100 percent of the residual fuel oil imports are con 
sumed on the east coast, it means that every time the Southern Pacific 
Railroad replaces an oil-burning locomotive with a diesel-burning 
locomotive in California, thousands of barrels of residual fuel oil 
must be brought into the east coast to bring the United States con- 
sumption back to par. Whenever a Midwest city with a plant making 
manufactured gas from a heavy fuel oil shifts to natural gas, east 
coast residual supplies must again be stepped up to offset the loss. 

Whenever the watergates are opened on a big hydroelectric project 
in the Northwest and the electricity starts to flow more residual must 
be rushed in along the Atlantic coast to keep the national consumption 
of this fuel in its historical relations to the United States energy 
market. 

This, for all practical purposes, is foreign oil’s quota system on 
residual fuel oil. 

If I may refer to table 4 on page 14 of my statement, we see how 
this quota works. Total United States residual sales in column 2 
have paced a percentagewise increase on the energy growth in the 
United States since 1946, as set out in column 1. The sales to outside 
the East, however, have been falling, as indicated in column 4. 

Residual consumption in 1952 was 7 percent below that of 1946. 
The east coast sales, therefore, akhesaly must rise much faster than 
the United States average. The result is shown in column 3 where 
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the supplies have increased from index 100 to index 52, or three 
times as fast as the energy growth of the entire United States. 

As the domestic supplies of residual have been relatively stationar) 
in recent years, this means residual imports of the east coast must 
really skyrocket to keep residual fuel oil in step on a nationwide leve! 
with all other forms of energy. Column 5 shows that this, too, is 
exactly what has happened. 

Residual imports have reached index 288 of the 1946 levels, and 
recent levels of imports have topped 300 percent. This infamous 
quota system which explains the extraordinary rate of residual im- 
ports in recent years can have nothing less than an explosive effect 
on the bituminous eel industry whose production and markets are 
located primarily in the East. 

If this policy is continued along with residuals willingness to cut 
prices far below the cost of crude, it can only result in the strangu- 
lation of coal markets and the elimination of coal competition as an 
effective factor along the east coast seaboard. 

I would now like to refer to page 16 of my prepared statement 
and briefly summarize the contents of section 3. 

Probably the most hastily considered statement that has appeared 
in the current array of papers and speeches on residual fuel imports 
is that appearing on page 4 of Standard’s (New Jersey) recent pam- 
phlet, Facts About Oil ‘Imports. To quote: 

Imports of heavy fuel oil into the United States have had relatively little 
influence on coal output. 

Perhaps the best answer to Standard’s statement is that provided 
by Standard itself on page 22 of the same pamphlet where it says: 

Heavy fuel oil is used principally to power ships, heat apartments, and other 


large buildings, and to burn under boilers in factories and central generating 
stations. 


Aside from the powering of ocean ships, which coal largely gave 


up years ago, and excluding coke production, it would be difficult to 
find a better description of bituminous coal’s own primary markets 
than that here set down for residual fuel oil. 

It may be that Standard was talking in terms relative to total coal 
production. But even here, as I will shortly develop, the statement 
is misleading. The total supply of residual fuel oil from foreign 
sources, including that refined domestically from foreign crude has 
been running over the past 12 months at a rate of some 45 million to 
50 million tons of coal equivalent. Furthermore, the increase since 
the 1946-48 period of some 25 million to 30 million tons has gone 
almost wholly into coal competitive markets, as ship bunker demand 
for residual has remained relatively unchanged since. These ton- 
nages are being dropped into the heart of coal markets, i. e., the 
eastern seaboard States with their dense populations and highly 
industrialized sections. 

Compare these tonnages with coal’s projected losses of some 48 
ae tons between 1946 and 1952 in the competitive.markets Stand- 
ard (New Jersey) cites of heating apartments and other large build- 
ings os consumption under factory boilers and central generating 
stations. 

No matter how one looks at it, absolutely or relatively, the imports 
of heavy residual fuel oil have had a heavy influence on coal’s output. 
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As a matter of coal’s loss in output is no doubt of the greatest 
terest to this committee, | would like to dwell at some length on it. 
The matter can be approached from some half dozen standpoints—— 

The Cuarrman. Where are you now? 

Mr. Epwarps. Page 17, sir. 

I will trace my way through a little better. I am sorry, sit 

As this matter of coal’s loss in output is no doubt of the greatest 

iterest to this committee, I would like to dwell at some length on it. 
[he matter can be approached from some half dozen standpoints. 

At this point I will largely summarize the points in oan IIT. 
We have traced the large tonnage loss by customer over a period of 

ears. It found between 1948 and 1950 the loss of some 16 million 
tons to some 233 plants. 

On page 19 of my report I show a table which identifies the nature 
of residual consumption on the east coast. As shown in the last 
column on this table, 73 percent of the residual consumption is directly 
competitive with the coal industry. Therefore, any imports brought 
uto the country are, to a large degree, injected directly into coal 
markets, 

On page 20 I make reference to the fact that since 1946-48, that 
period, almost the entire rise in residual imports have gone into coal 
markets for the reason that the noncompetitive markets, consisting 
of oil-company fuel and ship fuel, or bunker fuel, have remained prac- 
tically constant. 

On page 20 I also refer to the fact that the residual fuel oil has 
iad to resort to extreme tactics in order to enter coal’s market, which 
ncludes sharp cuts in prices of varying duration, large increases in 
supplies, the financing of customer changeove rs from coal to oil to 
be repaid over a period of years, and even the making of contracts 
which fix the price of oil at some percentage below the price of coal. 

On page 21 I refer to the fact that in markets for which the con- 
sumption of fuels is statistically measurable, such as New England, 
the rise in the consumption of residual fuel has measured extre ‘mely 

closely the decline in the consumption of coal. The total consump- 
tion of both fuels remain practically constant between 1946 and 1952 

On page 22 L refer to the President’s message to Congress of August 
28, 1952, in the matter of the reciprocal-trade agreements with Vene- 
zuela, such message going to substantial length to make clear that the 
tariff concession granted to Venezuela on their exports to the United 
States of both residual fuel oil and the heavy crudes would not in- 
crease competition with the United States domestic oil markets, rather 
than the residual oil competition would be mostly with coal. 

As shown on the bottom of page 22, the President further noted 
that for the most part the fuel installations, particularly powerplants, 
can burn either coal or residual, depending upon which is the cheaper, 

and in recent years, the President pointed out, coal has been the 
cheaper. An analysis of these and other factors shows that residual 
fuel oil has hurt coal severely. Referring to page 25, at the bottom 
of the page, oil likes to stress coal’s losses of export markets, rail 
markets, and home-heating markets. But oil makes no calculation of 
coal’s losses in the rising markets that directly compete with residual 
fuel oil and which have shown a he: althy growth over the years. This 
is what coal men term loading coal up with the iedhainn markets. 
Yet when we take the directly “competitive markets, from 1946 to the 
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present, and allow for the increase in the energy consumption of the 
United States, we find losses which aggregate a total of 48 million, 
as I point out on page 26 of my statement. All of these facts and 
figures should satisfy any reasonable person that foreign fuel oi] 
does hurt coal badly. 

As a last indication, I would refer to page 27, table 8, which shows 
the story of residual fuel-oil inyports on the east coast. If I may 
refer to column 2 of table 8, in the year 1952 and in the early part 
of 1953, the imports of residual fuel oil were at the rate of some 31 
million to 35 million tons. The residual refined from foreign crude 
which also affects coal’s markets equally, was in the range of 14 million 
to 16 million tons, or a total supply of foreign residual of between 
45 million and 51 millon tons dropped on the east coast markets. 

Turning to the lower part of my statement on page 27, one of the 
most frightening parts about this showing is the extraordinary pene 
tration of east coast heavy-industry m: arkets made by foreign oils. 

Whereas 41 percent of the total supplies came directly or indirectly 
from overseas in the immediate postwar years, 1! 146-48, the a 
tion rose to 68 percent in 1952 and in recent months has exceeded 7 
percent. ‘This leaves the east coast heavy fuel-oil consumers extrao1 
dinarily subject to any wartime interruption of supplies, fluctuations 
in world supply and demand, and the political decisions and policies 
of other nations, subject matters I will deal with later, and to also 
indicate that for all practical purposes the coal industry of the Eastern 
States is here squarely in a n with world oil on matters of 
supplies, prices, and markets, a strug _ it the domestie oil with its 


(r 
distate for selling deply below the pI ‘ice of crude seems also to be 


rapidly losing. 

It would seem for a review of the subject from every approachable 

iwle that residual fuel imports have gone far beyond any reasonable 
sense of proportion, that they must of necessity have hurt coal pro 

luction severely and they did to make the east coast extraordinaril) 
dependent upon fuel supplies originating thousands of miles overseas. 
I would like, Mr. Chairman, to refer briefly to the chart on page 29 
which tells that story in the very concise form. 

The residual import line is practically rising clean off the scale, 

hereas the coal consumption has been dropping and the competitive 
energy market as a whole rising at a nominal rate. It will be noted 
in the year 1949 when all other factors were declining with a recession, 
residual imports climbed steeply. 

Now I would like to briefly refer to the losses to coal and the rail- 
roads and labor, as summarized in my section LV, on page 30. 

Other witnesses have gone into these figures and I will just touch 
upon them very lightly. The losses as reflected by direct residual 
imports represented in 1952, $150 million in bituminous coal sales, 
over 4 million man-days of work, $77 million in miners’ wages, over 
25 million tons of freight to the railroads, $86 million revenue to the 
railroads, and $43 million loss in rail-employee wages. 

Turning to the bottom of page 30, these figures, based on direct 
residual imports only, are believed conservative in representing the 
total impact of residual fuel oil from foreign sources on the coal in- 
dustry. They make no allowance for the residual produced on the 
east coast from foreign crude oil, which over the period covered. ran 
to somewhere near half of the direct imports. Both must be kept 
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in mind in evaluating the impact of the foreign oil on the domestic 
fuel industry. 

I will pass over that statement. Others have covered the remaining 
ndieations of burden on localities. 

On page 32 I deal with coal’s answers to various allegations and 
charges by international oil. So far as this section is concerned, | 
will largely vead it direct, Mr. Chairman. 

Insofar as residual imports are concerned, the case for the inter- 
national oil companies is presumably set down in the recent book!et, 
Facts About Oil Imports, published by the.Standard Oil Co. (New 
Jersey), April 15, 1953. 

l‘irst, and most important, Standard would have one believe that 
residual oil imports have had relatively little influenee on coal output. 
Standard also contends that quota restrictions would injure the United 

tates economy by reducing the purchasing power of other nations, 
werd reduce the free world’s sien strength, disturb friendly 
nations, do harm to Venezuela which supports private enterprise, 

hamper military fuel supplies, injure a great many businesses now 
burning heavy oil, raise the general level not only of fuel costs, but of 
the many goods and services. 

The statements that the heavy residual fuel oil has relatively little 
effect on coal output is too absurd to receive serious consideration. As 
previously indicated, in parts IIT and IV, the bituminous-coal in 
dustry has been hurt hard by residual imports and the injury is a 
steadily erowing one. 

The remaining allegations are answered at length in the parts to 
follow where their plausibility may be Steed in the face both of the 
historie facts and world oil’s own actions and tactics in both domestic 
and foreign markets. It is enough to state here that the all egations 
of international oil are quite foreign to the facts. 

Standard’s statement of principles, pages 34-35, may also speak for 
the international suppliers who bring oil in the United States. 
Standard holds for a free and growing international trade consistent 
with keeping strong those industries necessary to our country’s se 
curity. It has faith in the continuing growth of America and the 
contribution of foreign trade to this end; it subscribes to the national 
Petroleum Council oil-policy statement, presumably including that 
about not supplanting domestic oil, and believes its import policies 
are in conformity therewith; as to oil imports, it does not believe in 
shielding any segment of the fuel industry from competition and 
normal economic evolution—rather national welfare should ene 
finally, it personally feels quotes on oil are now unwarranted and 
holds them to be against the interest of consumers, exporters, na- 
tional defense, and free-world strength. 

As to principles, this is a fine bill of goods and one to which coal 
itself might well subscribe if it could feel any confidence that it would 
be equits ably applied. Bitter experience and hard knocks, however, 
have led the coal industry to the firm conviction that foreign oil’: 
interpretation of free trade and fair market competition is a far cry 
from domestic industry’s usual interpretation of these principles: 
that oil’s application of these principles apparently leaves but a 
limited place for coal; that oil alone seemingly wants to be the judge 
of whether in the face of pyramiding imports, the coal industry is 
sufficiently strong for our country’s security; that if oil is to be im- 

32604—53——_70 
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ported into America any shielding will be in oil’s own vast market for 
the lighter petroleum products. In short these principles were 
written for the “other fellow..” 

The following facts speak for themselves: In 1952 residual fuel 
oil accounted for 91 percent of the petroleum products imported into 
this country by foreign oil, while gasoline, kerosene, home-heating 
oils, diesel fuel, lubricating oils, and all other products accounted for 
but 7 percent; this in the face of the fact that the United States wants 
or demands for petroleum products in that year consisted of 79 percent 
of the lighter oils and other products and but 21 percent residual. 

To all intents and purposes foreign oil has clamped a quota 
voluntarily on the importation of petroleum products that would 
compete with its primary domestic markets, a principle that was 
respected in the 1952 amendment of the reciprocal trade agreements 
with Venezuela. 

The United States 1952 demand for petroleum products, as I have 
just stated, runs to 21 percent of residual fuel oil and 79 percent 
gasoline, kerosene, light heating oils, diesel, et cetera. The world de- 
mand in 1951, exclusive of Russia, ran to but 30 percent residual, and 
the world, exclusive of the United States demand, to 41 percent. 

Yet the two producers who primarily control Venezuelan produc- 
tion, Standard Oil (New Jersey) and Royal Dutch Shell, turn out for 
these world markets products which as an average run 63 percent res 
idual. 

This gives no evidence of attempting to meet the evolution in world- 
consumer demands, of obtaining the maximum possible purchasing 
power for Venezuela out of her crudes, of building up refinery capac- 
ity to meet the fuel needs of the United States or any other free 
country in wartime. Nor does it conform with conservation principles 
toward putting the petroleum reserves of the world to their highest 
uses. 

Coal bitterly resents the downgrading of foreign oil. Such pricing 
does not represent true economic competition. According to Stand- 
ard (New Jersey) to downgrade crude oil into fuel oil is: 

* * * basically uneconomical so long as the price of fuel oil remains below the 
price of crude oil. 

Foreign oil from Venezuela not only flagrantly violates this prin- 
ciple itself but, by oversupplying the market, forces domestic pro- 
ducers to follow suit. 

To illustrate, foreign oil takes crude oil valued or priced at some 
$2.32 per barrel at Venezuela, refines it, paying some 68 cents per 
barrel, 1951-52 average, for transportation from, say, the Netherlands 
West Indies refineries to north of Hatteras, a total of some $3 and 
sells it in the neighborhood of $2 to $2.10. 

The resultant competitive pressure to correspondingly downgrade 
domestic crudes is indicated by National Petroleum Council figures 
for the United States. The data show refinery prices on residual as 
a percent of the crude since 1946. 

The ratio of the price of residual fuel oil at the refinery to crude 
prices here dropped from 96.4 percent in 1946 to 57.9 percent in 1949 
and in recent years has hovered between 65.6 percent and 72.5 percent. 

The price of residual fuel oil, set at New York Harbor, did not al- 
ways sell at less than the cost of the crude. This is something that 
has largely come about in the postwar period when foreign oil aban- 
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doned its voluntary quotas en imports and started flooding the domes- 
market. It is the persistent oversupply that has downgraded the 
iel. 

In only 5 years prior to the end of World War I did residual fuel 

| at New York Harbor sell at less than the value of the crude oil at 
he well in Texas. The ratio of bunker C at New York Harbor to 
posted well prices averaged 1.14 over the period 1924-46. Since 1948 
‘he ratio has never been above 100. 

What this uneconomical downgrading, referring to page 37, does 

the domestic producer is easy to see from the following illustrative 
vures. 

. Gulf coast fields, price of crude oil at the well per barrel, $2.69 ; 

r million British thermal units $0.46. 

2. Gathering costs per barrel, not available; per million British 
thermal units, not available. 

3. Refining costs, not available; per million British thermal units 

. available. 

a: inker rates bunker C, Gulf coast to New York City per barrel, 

; per million British thermal units, 0.13. 

it andling and other costs, New York, not available; per million 
Br itish thermal units, ae available. 

Total per barrel, $3.44; total per million British thermal units, 
$0.59. 

Recent posted prices, large lots per barrel, $1.34-$1.44; per mil- 

on British thermal units, $0.26-$0.27. 

Based on normal or historical relationships between the price of 
residual fuel oil and that of crude oil that prevailed prior to ar 
“flood” of foreign residual oil, the domestic supplies are selling a 
levels far below that which the industry finds to be economical. 

Referring to those figures, Mr. Chairman, allowing for transporta- 
tion charges, the following for transportation charges and omitting 
other costs not available, it means selling energy at 33 cents per mil- 
lion British thermal units which cost 59 cents per million British 
thermal units to produce and deliver. Such sales to heavy in en y at 
56 cents on the dollar of what is the heart of the barrel, based on 
British-thermal-unit content, must be cross-subsidized by the smaller 
consumers of gasoline, kerosene, home heating oils, diesel fuel, et 
cetera, as the oil companies must be made whole in one form or 
another. 

The appalling nature of this type of competition to the coal indus- 
iry is self-evident. With foreign oil willing to cut to any length to 
force its supplies into the domestic market, and with a capacity, for 
all practical purposes, to force one group of consumers to cross-sub- 
sidize the losses from uneconomical pricing to others, coal has no pro- 
tection in the markets where it is basically the economical fuel. Its 
only protection here is some quantitative restrictions on the residual 
imports which foreign oil may bring in. 

It is within the framework of the intolerable competitive situation 
I have here described that foreign oil literally places coal producers 
and domestic oil producers on'notice that it wants “no shie siding” of 
any segment of the home fuel industr y from “competition” or “normal 
economic evolution.” 

From all appearances it would seem that what foreign oil in Vene 
zuela really wants is to be shielded from the effect of its own dilatori 
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ness in adapting its Venezuelan output of the kind of petroleum prod 
ucts the world now wants. 

Venezuela herself is aware that her crudes can be very substantially 
upgraded as revealed in an exhaustive report of the Ministry of Mines 
and Hydrocarbons in 1952, comparing the qualities of Venezuela: 

rudes with those of the United States and other nations, 

In the opening paragraphs of this study, jointly prepared by Vene 
zuelan and American petroleum authorities, the conclusion is reached 
that Venezuelan crudes which range from 10° to 50° gravity, but 
average 24°-25°, current production, can, by mild cracking, be made 
io yield but 40 percent residual, or close to the world average demand 

Today the Venezuelan and Netherlands West Indies refineries op 
crating on Venezuelan crudes are averaging 63 percent residual (1951) 

With the free world crying for the higher valued oil products, the 
continued reduction of Venezuela’s production to a low-grade fuel oi! 
and the transportation of it thousands of miles to sell “below an eco 
nome price” in the midst of the bituminous coal industry markets, 
appears to violate many of the basie principles Standard Oil (Ney 
Jersey) has set down. It does, however, have the effect of shielding 
foreign oil’s domestic markets from the principal competitive effect 
of its own foreign trade. The competition is in large measure shifted 
to coal. 

reign oil seeks to leave the Li pwression that restrictions made on 
fuel-oil imports would raise the general level not only of fuel costs but 


t 


of costs of n any goods and services. 


i 


This statement is erroneous for two reasons. First, sales of residual 
at dump rates merely shifts some of the direct burden of maintaining 
the oil industry from the group of big utilities and heavy industry to 

iose who use light heating oils, diesel fuel, and other products. — 

hus, when the price of residual fuel oil fell along the Atlantic 

oast last August from $2.45 per barrel to $2.10, a cut of 35 cents, the 

prices of the household and light commercial heating oils (Nos. 1 and 
') rose almost simultaneously at Boston, New York, and Baltimore, by 
the equivalent of 33 to 47 cents per barrel. Chicago prices, however, 
remained unchanged. 

The second point is that residual fuel oil has not, over a period of 
time, reduced the cost of fuel to large users, a subject I would now 
like to treat. The possible exception would be in those instances 
where the residual prices, by agreement, are fixed at some definite 
level under those of coal thereby denying coal access to the market, 
no matter what the economic trend in the basic supply costs of the 
two fuels may be. One can hardly consider this type of contract as 
“fair competition.’ 

The elementary concept behind the doctrine of comparative ad- 
vantages in international trade is that if one country can do things 
better or cheaper than another it should be left to do them, and in 
the long run all will benefit from the increased pile of world goods 
thus made available for distribution, subject to national defense, and 
long-run unemployment problems. 

Strangely enough no one has urged this famous doctrine in justi- 
fying the displ: cement of coal by “imported residual fuel oil. The 
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ipparent reason is that supplied by Standard Oil itself in its booklet, 
age 22: 

* * * (it) is basically uneconomical to downgrade crude oil into fuel so long 
« the price of fuel oil remains below the price of crude oil. 

The President’s message to Congress of August 28, 1952, makes 
lear that most of the power-plants.along the east coast have been us- 

¢ coal because it was tle cheaper fuel. 

The following shows the comparative statewide costs per million 
British thermal units in 1951 at 75 large electric power plants on 
the east coast (reports to Federal Power Commission). 

The cost differentials as here shown are comparatively small aver- 
izing but 3.5 percent over the east coast areas listed. With fuel costs 
mounting to but a little over 20 percent of the average customer’s 
bill, these variations have but a negligible effect on total costs. They 
vould have proportionately much less effect in manufacturing in- 
lustries where raw materials and labor usually constitute a much 

cher portion of the cost of the finished product than with utilities. 

It was with competitive rel: ationships prevailing such as indicated 

the utility figures above, and wit h heavy oil holding a very sub 
iantial part of the market of the 75 big plants, that foreign oil 
ibruptly cut its prices from $2.45 to $2. 10, in 1952, and later to $2; 
ind increased its imports of the residual to all-time highs. The utili- 
ties as may be expected, promptly shifted their consumption toward 
oil, a very serious matter for the coal industry as the utilities are now 
the major single market left to it. As previously stated, the prices 

f light oils rose almost simultaneously by amounts per barrel that 
losely matched the heavy oil cuts. 

Any belief that one might obtain consistently low prices from re- 

dual fuel oil is dissipated by the history of bunker C prices at New 
York Harbor during the postwar years. 

The average year to year variation in fuel oil prices was 23 percent. 
For the coal indus try the reductions amounted to a series of “shock 
treatments” during which residual imports rose rapidly to new highs 
and remained there. 

The oil industry likes to refer to the problem of “satisfying the 
demand” for residual, but the report of the committee on bunker C 
‘f the National Petroleum Council found that residual sales are made 

nder great competitive obstacles. meniduial’s « thief competitors, it 
found, were coal and natural gas. (Natural gas competition is pri 
marily in the Midwest and Southwest.) 

Noting that heavy fuel oil prices in the East have been in close re 
lati mship to coal pr ices, the re port compares pr ices on No. 6 fuel oil 
with run-of-mine bituminous coal at Boston, New York, and Balti 
more. The figures which follow, while not identical commercial 
equivalents, nevertheless show the close relationship pricewise. 

At this point I would like to call attention to a question raised this 
morning by Congressman Kean, who asked the price of coal in 1939 
and recent prices. The National Petroleum Council made a review 
of some of these prices. Quoting from that report. the 1939 price of 
coal at Boston, New York and Baltimore averaged $5.34 a ton. In 
1951, the latest year shown, the price was $10.16, a rise of 91 percent. 
Similarly, the price of No. 6 heavy oil, in 1939 was .48 cents per gallon. 
In 1951 it was .560, a rise of 125 percent. 
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In the meantime the wholesale prices for all commodities in the 
United States rose 130 percent. Thus of the fuels, that which re 
mained the most constant over the 10-year period was coal. 

The foregoing committee figures belie the statement that residual] 
is cheaper than coal. With residual fuel oil on the east coast already 
representing an uneconomical downgrading of crude oil, there is no 
good reason why residual prices should, indeed, ever undercut coal. 

The question has been raised: Would coal prices rise? The best 
answer to the question of coal price increases, if residual competition 
lessens, lies in the stability of coal prices generally throughout the 
United States over the past 5 years. Despite Korea and even blanket 
authority from OPS to take increases, coal prices at the mine mouth, 
where most industrial consumers take title to the fuel, have remained 
relatively stable. Prices to utilities in some areas served by neither 
residual fuel oil nor natural gas have remained about as stable as those 
where the two fuels are competitive. The answer lies in the intense 
competition within the coal industry itself. 

Standard expresses concern over the possibility of injury to many 
businesses now burning heavy oil if quotas are applied. A 5 percent 
quota on residual fuel oil imports would reduce the imports from the 
1952 total of 129 million barrels to approximately 28 million, or from 
31 million tons, coal equivalent to 7 million, a reduction of 24 million. 
The supply situation would be, therefore, as shown in table 10, page 44. 
Reduction of east coast supplies is represented by a drop from 65 
million to 41 million. Assuming no immediate increase in domestic 
production of residual, the immediate available supplies on the east 
coast would total 41 million tons. For major plants which periodi- 
cally switch from coal to oil, the mechanical problem would not be 
much greater than that of turning a valve. These companies account 
for the overwhelming proportion of residual consumption. 

As to the very small consumer or occasional larger plant which 
could not convert, it appears doubtful if at the outside they would 
account for 5 to 10 percent of the current demand, or 2 to 4 million 
tons coal equivalent. A review to which I have already referred 
placed this at but 3 percent of the total consumption by volume. That 
is the small users who would have difficulty converting. 

With a supply of 41 million tons, coal equivalent, still available, 
the needs of this class of consumer would be covered ten to twenty fold. 
This takes no account of current stocks of 3 million tons, some poten- 
tial reduction in exports of residual which ran to some 6 to 7 million 
tons nor, of course, to increases in the future domestic production of 
residual in the United States or transfers from other areas where 
demand has been falling. 

In the matter of increased domestic supplies, while refining proc- 
esses developed during recent years have been aimed toward re 
ducing residual yields, refiners can, by various operational changes, 
and without any, or with only minor equipment changes, increase 
residual fuel oil yields to almost any level desired. 

After a review of the facts, coal is convinced that only one inter- 
pretation is possible—the bituminous coal industry of the United 
States is being denied the opportnuity to fairly compete for what 
has long been its own markets. 

It is being forced to bear the brunt of concessions to Venezuela 
oil in the interest of free trade which foreign oil itself appears to 
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hun. Indeed, the refinery practices of foreign oil go well nigh in 
ihe direction of frustrating the buildup of pure chasing power by Vene- 
zuela—at the same time creating uncalled for hardships in the do- 
mestic coal industry. 

The strength of our Nation and the free world rests in righting these 
situations and not in worsening them. 

There is nothing in foreign oil’s statement of principles or its 
ictions or deeds that indicates it has a place in its plans for a strong 
and vigorous coal industry in America; and even if this were so, 

oal does not want to place its future in its competitor’s hands, which 
s the direction in which events are now tending. 

There is no reason to believe that as a matter of cost or convenience 
the economies of any section of the Atlantic coast will be affected. 
Whatever shift there may be in burdens should be in the direction of 
reshifting some of the burden of oil prices back from the small con- 
sumers to the large industrial users where they belong under a proper 
market pricing of the respective petroleum products. 

In section VI of my report I list the steps that the coal industry 
las taken to remain competitive. Others that will follow me will 
mention this, and I will not dwell on them at any length. The list is 
quite complete and represents the expenditures of tens of millions of 
dollars. 

On page 48 I refer to the fact that the coal industry has heavily 
mechanized. I also refer to the fact that it has endeavored, in the 
interest of continuity of production, to maintain appropriate wage 

scales. The figures indicate that the average, hourly earnings of 
bituminous coal miners in recent years have exceeded those engaged 
in petroleum and natural gas production by some 10 to 15 percent, 
although on a weekly basis they have been running slightly lower 
than those of the oil industry because of the shorter workweek. These 
figures are covered on page 49. 

Also on this page we list the extreme growth in output per man-day, 
which has risen from 4.5 to 7.35 tons. The productivity per man- 
hour ison page 50. Also I again refer to the fact that coal has held its 
prices constant at the mine for 5 years, where most large buyers take 
possession of the coal. The coal industry has exterted every effort to 
keep itself competitive with other fuels, and it is believed that the 
progress mi ade is of great credit to it. 

sefore passing from this subject, it should be pointed out that all 
of this progress goes for naught if unlimited quantities of residual 
oil are permitted to be imported into coal’s markets on a dump basis, 
both as to price and volume. 

Now I would like to briefly refer or summarize some of the very 
interesting items of information on Venezuela’s objectives, accom- 
plishments, and problems. I will touch lightly and only mention a few 
of the more pertinent points. But what Venezuela is doing, what she 
is trying to do, both oilwise and otherwise, in their economy and her 
own indirect interest in oil, is of vast interest to the security of our 
own supplies. 

Many interests in these proceedings have stressed international 
trade between nations, the implication or charge being that coal’s 
effort to halt their alarming loss of output to imported residual will 
do damage to other nations. Apparently in all of this hue and cry no 
one has given pause to determine what is happening to coal. As every- 
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one knows, this whole subject is one of degree. Coal with its own ex 
port markets, is no more against foreign trade than is the oil industry, 
The real problem is that of determining the extent to which the bene- 
fits to some are balanced by injuries to others. Also, there is the vital 
matter as to how far the imported products may go in uneconomical 
price cutting in the interest of mutual trade, friendship between na- 
trons, et cetera. 

some background in this is necessary. I have listed on the bottom 
of page 52, the various source materials that have been reviewed in the 
preparation of this chapter. Briefly I would like to recite the first 
paragraph on page 53, summing up the British Board of Trade’s 
report which finds agriculture the dusty base, oil the jambs, iron to 
become the lintel of the Venezuelan economy. To quote: 

Recent years have brought great prosperity to Venezuela. The black bension 
of oil has enabled a substanti al slice of the population, staffs, and employees of 
oil companies, oilfield workers, merchants, and purveyors, royalty owners, to 
enjoy an improved standard of living, and the ripples of prosperity have spread 
outward from the seeps and wells of Zulia and Anzoategui. The produce of 
Venezuelan soil and industry has been supplemented by the widest variety of 
imports and fortunately the springs of prosperity are unlikely to dry up. * * * 
Venezuela now looks outward. Sheis bent on improving her mercantile relations, 
her shipping and air services, and her other links with the rest of the world. 


The gold backing of the currency in circulation is 146 percent. 
Gold reserves have been the highest in Latin America and at the end 
of 1949 were the third highest in the whole Western Hemisphere and 
eighth highest in the world. The population of the country is near 
5 million. The national debt is negligible. 

It would seem that the financial position of Venezuela would put 


most governments, including that of the United States, to shame. 
There has never been, since 1900 at least, a single year when the Gov- 
ernment budgeted for a deficit. Furthermore, and what is equally 
apne the Government has never budgeted for a surplus since 
1935. Actually, large surpluses have been available in the last 7 years, 
but eobditional appropriations made during the course of the year 
have balanced with income. 

In short, the Government has “lived up to its income” as part of 
program of “Sowing the oil.” 

A London economist points to it as a boom that will never burst. 
Despite a favorable balance of payments, fat gold reserves and air- 
borne revenues, Venezuela is not free from economic problems, the 
most obvious being a dependence upon oil, the value of which must 
fluctuate according to international conditions over which the coun- 
try has no control. 

On page 56 I refer to the vigorous rise in the production of oil 
Venezuela. In May 1951 the average output was 1,844,000 barrels a 
day as compared with 1,811,000 in 1947. This compares with the 
enormous loss in tonnage that coal has taken in this country. 

On page 60 T would like to refer to the fact that Venezuela herself 
ha. made extensive recourse to quotas to protect her domestic indus stry. 
At the top of page 61 I point out that she has also applied very high 
duties. Her quotas, at the foot of page 61, are applied to cattle, hides, 
poultry, crackers, cotton textiles, tires, tubes, and hog lard. 

On page 64 I refer to the fact that the Venezuelan Government ap- 
pears to look upon the foreign oil industry as national. 
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As a London economist pointed out, while the Government’s first 
oncern has naturally been to turn the productiveness of the industry 
to the advantage of the whole country, no Venezuelan administration 
ius lost sight of the hard fact that the golden goose is a bird to be 

juee zed but not dec ‘apiti ited. 

"Dr. Fombona, Chief of the Technical Bureau of Hydrocarbons, and 
. delegate to the 1952 Venezuelan treaty mission in Washington, 
«hoed the same theme, but less bluntly. Placing the maximization 

profits and Venezuela’s international interest in the foreground, 

e stated : 

We believe that the nation and the private concerns which develop the oil re 

jurces are partners in the same business, and therefore have a common interest 

getting the greatest possible profits which the nation shares on an equal basis 
We believe, however, that the foreign capital which comes to the country to 
levelop our oil resources has to take account, primarily, of the national interest 

And to further quote the doctor on page 65: 

We are thus again forced to the conclusion that in spite of the fact that it 
yperates with foreign capital, the oil industry is national, not only in a geograph 
cal sense but also by virtue of the economic effects on the country. 

From the above it might appear that in the matter of production 
utbacks, voluntary quotas and the like, the privately owned oil com 
panies may not be entirely free agents. 

On page 66 I refer again to the supplementary trade agreement 
with Venezuela last year, and the fact that benefits were accorded by 
tariff reductions toa wide range of American commodities, but that the 
concessions granted Venezuela in return thereof are limited to heavy 
crude oil, residual fuel oil, and the binding of the existing duty-free 
entry of iron ore. 

The chief of the State Department’s petroleum policy staff stated 
that these concessions granted Venezuela and which fell most heavily 
on the coal industry, were made only when it represented the only pos 
sible way of concluding an agreement. He added: 

I ask you to bear in mind that the reduction of five and a quarter cents per 
arrel was made only on those products which compete least with our own oil 
resources, 

Apparently any shielding of the domestic fuel industry now goes 
entirely to oil. 

Referring to page 68, a brief summary, the purpose has here been 
to provide some perspective as to the size and scope of Venezuela’s 

economic programs, achievements, problems, and all the rest, and po- 
tential instability. Most of her exports to the United States falls on 
coal’s markets. Though the coal industry likes to feel that its shoul 
= are broad, yet it has good reason to fear the Sinbad the Sailor 
ituation whereby its markets are incres singly strangled by the 
pire a climb of Venezuela’s boom and the oil upon which the boom 
rests. As long as the residual fuel oil imports are unlimited and as 
long as Venezuela continues to gear her production of petroleum prod- 
ucts toward coal’s competitive markets, rather than to the higher re 
fined products, she makes coal scarcely less vulnerable to world oil 
‘conomic shock than she herself is. 

This is a situation in which foreign oil, by voluntary action, has 
largely shielded its own home markets in the United States. Coal’s 
only recourse is to ask for a protection through a quota, a form of pro- 
tection which Venezuela herself has made ample use. 
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Now to summarize the concluding chapter on the potential effect of 
the 5-percent quota on international trade. Venezuela drives a har 
bargain in her international dealings. Looking at the potentia 
effect which a 5-percent quota will have, we find that the value of the 
imports amount to $169 million. 

On page 69 I have shown that this is less than the average annua! 
increase in the value of her exports over a period of years. Thus, 
any failure to dispose of this oil in the world market would thus bi 
quickly absorbed by annual growth. 

On page 70 there is shown the table of the growing production o 
world oil, including oil produced in South America. Here, again, 
we have a growing market which could absorb the amount of barreis 
of oil effected by the quota in some 4 months’ time. 

On page 71 I list the increases in consumption, world consumption, 
of fuel oils, during the Korean period. 

During that period the world consumption, world demand, was 
directed 74 percent to the higher refined products and 26 percent to 
residuals, whereas Venezuela production during that period, refinery 
production, was completely backward. It produced 74 percent resid 
ual toward that increased demand and only 26 percent of the higher 
refined products. 

Two things here stand out : The world has had a substantial increas¢ 
in annual growth to which Venezuela can direct exports that would 
be affected by the quota system. Secondly, as a practical matter of 
world trade, the Venezuelan’s and Netherland West Indies’ refinery 
production is badly out of balance with present-day oil demands. 

As between adjusting the refinery output on the one hand and the 
working of serious injury to the United States coal industry, rail- 
roads, and labor on the other, certainly the former is more desirable. 

On page 73 I refer to the fact that the president of the Federal 
Reserve System of Venezuela stated that if America does not take 
this oil she can dispose of it elsewhere, and Argentina indicates she 
will be happy to take it. 

The Cuamman. Your time is up, sir. You have had 1 hour. 

We thank you, sir. 

Are there any questions ? 

There are no questions. Thank you, Mr. Ewards. Your entire 
statement may be inserted in the record. 

(The statement is as follows :) 


STATEMENT OF Forp K. EDWARDS, DirEcTOR, BUREAU oF CoAL ECONOMICS, 
NATIONAL COAL ASSOCIATION, WASHINGTON 5, D. C. 


Mr. Chairman and gentlemen of the committee, my name is Ford K. Edwards. 
I am director of the bureau of coal economics of the National Coal Association, 
Washington, D. C., and am here as a witness on behalf of the bituminous coal 
industry, a privilege for which I wish to express sincere appreciation. 

My purpose in appearing here is to urge this committee to approve and adopt 
those provisions of section 13 (a) (2) of Mr. Simpson’s bill, H. R. 4294, which 
would limit the quantity of residual oil which may be imported into this country 
to 5 percent of the domestic demand for residual cil. These provisions appear 
on page 14 of the bill in lines 5 to 14, inclusive. 

I recognize that I speak before qualified men who have long been familiar 
with the matters about which we speak. However, it is my hope that, through 
the facts and figures I bring, I can be helpful to you in your judgment and 
decision on things that, in our opinion, urgently need attention. 
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I. COAL’S DILEMMA 


lhe ease for coal is basically very simple; it is the request for an opportunity 

compete on a fair competitive basis with other fuels. Coal desires the oppor- 

inity to compete for and hold such markets as it can, solely on the long-estab- 
ished market factors of its economic supply costs, and the services rendered 

Foreign oil, on the other hand, with its unlimited world oil supplies and 

acity to cut prices far below the cost of crude in particular markets and for 
irticular products, has placed relentless pressures on coal that no domestic 
ndustry can long face up to. 

Foreign oil has displayed a willingness, and indeed an eagerness, to take over 

irkets on a basis which, tested by their own statements, are uneconomic to 

em. Coal products have been severely and unjustly hurt thereby. 

We believe the practices of the international oil companies— 

1. Violate well-recognized principles of fair trade. 

Subject the coal industry to unfair practices and pressures against which 
helpless even though by economic standards it is fully fit to hold the 
iarket. 

3. Have lifted the east coast residual fuel-oil imports far beyond any reason 
ble sense of proportion to the growth of the energy demands in this market 

1. Have forced the uneconomic downgrading of heavy fuel oils, both foreign 

d domestic, with a consequent maladjustment of prices to small consumers 
f other products. 

Coal has made every effort to keep itself competitive with other fuels, but 
heroic efforts in this direction are nullified by a competitor who can and will 

| his product at losses of 20 to 40 cents on the dollar to gain a market. 

Coal’s only recourse is before this committee. 

I have endeavored to approach this subject from every viewpoint, with a full 
locumentation of both the historical facts and the present situation as they 

ar on coal, oil, Venezuela, and our foreign trade. 

As the document which I present is much too long to read, with your permis 

on I will restrict my remarks to these salient points which I can cover in the 

riod allotted to me, 
II, THE FACTS ON COAL 
| is important 

Bituminous coal is one of the major industries of America. Its employment 
n recent years bas been upward of 400,000 men; the value of its product (at the 
mine) some $2.5 billion or more; and its payment made to others for materials, 
supplies, services, power, and so forth, close to one-half billion dollars. The 
transportation of coal has meant over a billion dollars annually to railroads, 
nland and coastal waterways, and highway carriers. 

Coal has paid wages that compare favorably with those of the petroleum 
ndustry and the manufacturing industries of the United States. This applies 
not only on an hourly basis but on a weekly basis where seasonality factors hurt 
coal more than most industries. 

Coal has held line on prices 

Coal has held its prices on a constant or declining basis for going on 6 years 
now, average mine realization for the United States having fluctuated within 
the extremely small range of 2 to’3 percent since 1948, a remarkable achievement 
considering the inflationary impact of the Korean War, higher wage costs and 
higher supply costs. 

Coal has kept itself competitive with residual fuel oil and held its own except 
where dumping and severe price cutting (sales at far below the price of crude 
oil) are resorted to. 

Bituminous coal ranks among the most competitive major industries of 
America, probably matched only by the garment trades of New York City for the 
intensity of its competition with itself. 

Coal is the major, and in some cases, the only economic prop for large areas 
of Pennsylvania, West Virginia, eastern Kentucky, Illinois, and other areas. 
Take it away and these areas become blighted. 


Wartime demands on coal 


As to national defense, the increased energy demands placed on coal between 
prewar 1940 and the peak war effort in 1944 were equivalent to more than all 
the fuel oils (distillates including diesel and home heating oils plus residual) 




















1102 TRADE AGREEMENTS EXTENSION ACT OF 1953 


consumed in 1951 in the 25 States and District of Columbia lying between th: 
Atlantic coast and the Mississippi River. 

Chis enrmous added demand on coal in World War II was proportionately 
greater than it was in World War I, despite the strides which the oil industry 
had made in the intervening decades. World war III demands will no donht 


be even greater. 


Coalis an industry to be proud of 
After many years in other industries, in regulatory work at both State and 
Federal levels and in teaching, I have come to believe that among the larg: 
yusiness institutions in this Nation few, if any, come closer than coal to meeting 
the ideals which this country set up for its rugged, self-reliant, highly competitiv« 
enterprises. If you pardon the personal reference, I want to say that Lam proud 
of the coal industry and intensely proud of the fact that I am now a part of it 
ind I think it is tine this country and some of its agencies should start giving 
the credit and consideration to which I believe it is entitled 





situation on coal 





Th prese nt 
Now, if the committee will bear with me, I would like to briefly summari 
some of the more pertinent figures on coal. Coal has but slightly more tha: 
held its own between the late twenties and the early postwar years, 1946-4s 
While industrial production turned upward 85 percent, coal production rose but 11 
percent During this period the domestic oil and its partner, natural gas, grew 

prodigiously and they have given coal a rough time of it. 

In table 1, I have set up the salient production statistics. As figures don’t 
mean anything unless set up in relation to something else, a benchmark period 

used. In this case, I have taken the earty postwar years, 1946-48, when 
omestic bituminous coal production averaged 588 million tons. While below th: 
1947 figure of 681 million tons and even below the 1948 figure of 600 million, it 
provides a good standard of comparison. By this time oil and natural gas 
expansion were well under way Imports of residual fuel oil, while disturbing t 
coal, were in more or less an equilibrium and far below the levels they wer 
later to attain 


TABLE 1 siftuminous coal production by periods 


a | FRB indi 
Million | Coal produc vidual pro- 


tion index 


ons inv 
ton (1946-48= 100 oy 7 
(2 (3 (4 
Late twenties 195-29 520 90 
Pre-World War II (1939441 457 78 
World War IT (1942-45 593 101 
Far 1 tw year 1946-48 ARS 100 
I vear of 1919 438 74 
y 1 RS 
Year 1951 ib 4 91 
Year 19 465 79 
. } 1 31, 410) 75 
1 n bas per © to dat 41 69 





While the 1946-48 coal production was up some 11 percent over the lat: 
twenties, industrial production in the country nearly doubled, domestic oil and 
taking up most of the growth in the competitive fuel markets. 


ga 
foal markets slump badly 

Now let us turn to the year 1952. Coal production has dropped from over 58s 

million tons in the 1946-48 period to 465 million or from index .100 to index 79 

Meanwhile industrial production (and 80 percent of coal goes directly to large 
ndustries) rose 20 percent 

If we take the latest available 12 months, coal production dropped to 440 mil 

l 5. Even more startling is the downturn in the first 17 weeks 


lion tons or index 
of 1953 which is down again some 17 pereent over the same weeks in 1952 and 


a 
‘ 





at the annual rate of but 406 million tons (seasonality allowed for) ; meanwhile 


ur economy is grinding out production at a record rate. In short, industria 





































TRADE AGREEMENTS EXTENSION ACT OF 1953 1103 


production is up 52 percent and coal production down 381 percent in the brief 


an of some 5 years. 


hock treatments 
The chart to follow graphically portpays the situation. The coal industry has 
een subjected to a series of unfaix “sh6ck treatments” by world oil that goes 
ell beyond the loss of rail, household or export markets, a matter I will come 
» shortly. Suffice to say here, with coal tonnage dropping spectacularly in a 
eriod of peak industrial activity it is not difficult to foresee what even a mild 
recession could do to the industry. 
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It is not contended by any means that all of these losses can be attributed t 
foreign oil although we sincerely believe that a significant part of them can 
We believe that the huge upturn in foreign residual oil since the 1946-48 period 
has gone almost entirely into coal competitive markets. We further believe that 
foreign oil’s unfair price tactics have had the effect of loading up coal with dé 
clining energy markets. 

Oil industry spokesmen tend to belittle coal’s losses to imported residual fuel 
oil pointing to the heavy losses in the rail and retail fields. This is as pointless 
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as informing an amputee that inasmuch as he has already lost the use of one or 
two limbs he really shouldn’t mind the loss of the rest. 


The overall fuel situation 

The overall competitive fuel situation in this country may be looked at another 
way. Of the energy consumed in competitive markets in the late twenties, coa 
(bituminous and anthracite) accounted for some 77 percent and oil and gas 18 
percent. Oil and gas are here grouped together as the oil industry is basically 
the major supplier of both fuels at their source although others enter into their 
transportation and marketing. 

Twenty years later in the postwar period, 1946-48, coal held 58 percent and the 
oil industry (including gas) accounted for 37 percent of the supplies consumed 
domestically.’ 

F.ve years later, in 1952, coal’s share of the market (including anthracite) had 
dropped sharply from 58 to 42 percent with the oil industry (including gas) now 
accounting for 52 percent of the market. 

In short, in the 20 years elapsing between 1925-29 and the 1946-48 period, coal’s 
total share of the competitive market (for coal, oil, and gas) dropped an average 
of about 1 percent a year, although bituminous coal’s own production actually 
increased some 11 percent 

Since the 1946-48 period, coal’s share (1952) has declined at a rate more than 
twice as swift and its production is down 21 percent over these postwar years and 
current production (first 17 weeks) down another 17 percent. This recent pre- 
cipitate decline in the face of a historically high industrial production in the 
United States represents a situation of extreme seriousness to a basic industry 
of this country. At 1952 prices it represents a decline in sales of over $600 
million. 


Phenomenal growth of oil and gas 

The domestic oil industry with its partner (natural gas) doesn’t need any 
assistance from foreign oil insofar as coal’s markets are concerned. Table 2 
shows the United States consumption of oil and gas in competitive markets since 
1946-48, the figures being expressed in coal equivalent tons. 


TABLE 2.—Growth of United States oil and gas consumption since 1940 
[Coal equivalent tons—millions 
| Increase 


| 1946-48 since 
1946-48 


ange, distillate and res 


Natural Gas (United States 


Industrial (competit 


Domestic and commerci 
Total 


Total oil and gas 
Natural gas (interstate or 


Excludes miscellaneous uses 
2 Excludes carbun-black manufacture 
?Alluses. Includes small quantities of exports to Canada and Mexico 


Source: Bureau of Mines Yearbook, 


Between the 1946-48 period and 1951 (latest figure available), oil and gas 
sales have risen 45 percent or by the staggering total of 159 million tons (coal 
equivalent) with the interstate sales running to some half the total gas sales. 
Over 70 percent of the sales of natural gas are industrial. Meanwhile, industrial 
activity in the United States rose only by 20 percent in comparison and bitu- 
minous coal consumption fell by 53 million tons (1946-48 to 1951). ~ 

As previously stated the coal industry can have no complaint against fair 
competition such as that generally represented by the domestic oil and gas con- 
sumption. This excepts, of course, those situations where residual oil prices 


1 Bituminous Coal Annual, 1952, p. 114. 





TRADE AGREEMENTS EXTENSION ACT OF 1953 1105 


ve been forced down by foreign oil competition to levels out of all relation 
the supply costs. 

rhe burden of this comparison in table 2 is that coal, a major industry, is 
‘tainly in no economic position to face unfair onslaughts from foreign residual 
el oil. 

Nor is it in any position to bear the brunt of such tariff concessions (to Vene- 
ela) as were laid against it last fall in the interest (of all things) of helping 

American home industry. Coal believes it has every right to plead the old 

age that “charity begins at home.” 

vere economic situation facing coal 

fhe severe economic situation facing coal is also set out in figures recently 
eased by the oil industry itself. Briefly stated, these figures show that 
etween 1946 and 1952, the oil and gas consumption (in competitive uses) in 
e United States rose by 257.5 million tons (coal equivalent) whereas total coal 
nsumption dropped by 100.8 million tons. The pertinent figures for this com 
irison appear in table 3 below. 


\BLE 3.—Change in United States consumption of fuels in competitive uses, 
1946-52 * 


[Coal equivalent tons, million 


Oil and gas 
increase 


tuminous coal 
hracite 

vy fuel oil 
tural gas 

sel fuel 

er fuel oils 


Total —100.8 


Excluded from the figures quoted was hydroelectric which showed a growth of 6.1 tons (coal equivalent 


lhis loss would be increased by 14,000,000 tons if coal used to make coke, a noncompetitive use, were 


ided 


We have here the picture of the oil and gas industry (closely knit through 
joint supplies in the field) increasing their sales by 257.5 million tons and 
etting back coal consumption by some 100 million tons in the process; this 
ut of a total consumption in 1952 of 1,155 million tons. We say “setting back 
coal 100 million tons” advisedly, for practically every pound of this represents 
a replacement of coal, by one or other of the end products of the oil well, be 

the home heating and lighter commercial oils, diesel vil for locomotives and 
stationary plants, the heavy residual fuel oils used by utilities, and manu- 
facturing plants, or the natural gas that moves into most every form of domestic 
consumption. 

Oil, thanks in good part to transportation and consumer technology, (diesel- 
ization, gas pipelines) has not only absorbed the net growth of the economy 
in the last 6 years, but has set coal back for a heavy net loss. 

These domestic setbacks from dieselization of the rails and the pipeline trans- 
mission of natural gas represent, in substance, a shift of energy sales from 
ne department of oil to another, as from locomotive residual fuel oil to diesel 
fuel, or from the sales of No. 2 home heating oil made to a distributor to the 
sales of natural gas at the well to a pipeline. 

This is important for as will be brought out later foreign oil now apparently 
seeks not only that the sales of the displaced residual fuel oil be made whole, 
but that they should advance in full step with the Nation’s fuel economy, and 
that the residual imports from South America and the Middle East (rammed 
nto the domestic market by price cutting) should be geared to this end.’ This 
concept, now being applied by foreign oil for all practical purposes today, would 
leave the door wide open to further large imports of residual. 
ligures on residual demand misleading 

The figures in table 3 are of interest not merely because of their showing of the 
huge added share of the domestic fuel market which oil has fallen heir to in 6 


Facts About Oil Imports (Standard Oil (New Jersey)), Apr. 15, 1953, table 4; 1952 
figures are preliminary 
Facts About Oil Imports, pp. 15, 21. Standard (New Jersey). 
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rief years, but also because of their extremely misleading character insofar as 

eign heavy fuel oil is concerned. 

Thus, table 3 shows an increase in the United States heavy oil consumption of 
but 14.3 million tons (coal equivalent) between 1946 and 1962, yet the direct 
mports of residual fuel oil on the east coast rose over this period by 20 millior 

ms coal equivalent, residual produced from foreign crudes rose another & 
million, or a total gain of approximately 28 million tons on the east coast alone 
f we allow for the drop in the east coast refinery production from domestic crude 

of 6 million tons (coal equivalent) and an increase of 1 million tons in the 


| > 


eeipts from the Gulf we have a net increase in east coast supplies, 1Y46—H2., of 
2 te 25 million tons (coal equivalent) 

How it one to reconcile these figures with oil’s claim of a modest gain in resi 
ual demand of but 14 million tons in 6 vears? The answer lies partly in the 
switeh of western oil markets from domestic residual oil to diesel oils, and the 
ecouping of these losses by inroads on coal markets in the Hast 

\etually, residual sales throughout the United States outside of the east 
coast (district 1) declined between 1946 and 1952 (table 4). But under the 
principles of sharing proportionately in the growth of the United States fuel 
“onomy, a principle which foreign oil now seems to be advancing, every de 
cline in a ton of domestic heavy residual! oil burned, let us say, by the Southern 
Pacific Railroad in California, is to be matched by a ton of imports of South 
American residual fuel oil to be brought into the east coast markets. Ap 
parently, losses by residual itself to other oil products or natural gas throughout 
the United States are to be matched with the fresh imports of residual on the 
east coast before one starts to count whether residual is keeping pace with the 
national growth of the energy consumption in the econoniy. 


Oil’s quota system will eventually strangle coal 

It is a matter of arithmetic that if continuing residual fuel-oil losses to other 
iis, natural gas, hydro, etc., are to be made good, ton for ton, and if in addition 
residual fuel-oil sales are to pace the remainder of the energy market's growth 
nd all this matching is to be done on the east coast, then coal must of neces 
sity be forced into a position of continued contraction. 

One doesn’t need a slide rule to see how this works. Table 4 shows the end 
results. 


Residual fuel sales by areas, residual imports, and United States 
competitive energy market 
[1946=100] 
Sales other | United States 


United residual 
States ? imports 


sidual 
coast 


(4) (5 


100 
107 
104 
102 
114 


116 
#115 


‘oal Annual, 1953, p. 114 
f Fuel-Oil Sales, 1926-50 and 1951 Annual Sales Mineral Market 


to Petroleum Chapter of Mineral Yearbook and monthly petroleum state 


tionship of demand figures to sales figures during 1946-51. 
residnal fuel oil sales in the United States, column (2), have closely 
percentage growth of the total United States energy market as indi 
column (1), i. e., a rise of some 16 percent since 1946. «But to accom- 
plish this, east coast sales had to rise 52 percent to offset the drop in sales in 
he remainder of the United States (column (4) ). 
Also the residual fuel oil imports (column (5)), had to rise to 288 percent 
if the 1946 level 
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his indicates the enormous “leverage” which the doctrine of keeping United 
States residual sales abreast of the United States energy growth gives foreign 
il in eastern fuel markets. If this isn’t a national flood of oil, it certainly 
epresents a local flood. 

\s I will subsequently show this “flood” since 1948 has gone almost 100 per- 
ent into coal markets inasmuch as the total demand for residual by rail, vessel 

nker miscellaneous and oil-company use (all noncompetitive) has remained 
elatively constant over the last 4 years on the east coast 


oreign oils own quota system 

For many years foreign oil voluntarily limited its oil imports into the United 
States to something between 4 and 5 percent of the domestic supply.’ Today, 
total oil imports are running to some 13 percent (1952) of the total United States 
demand for oil products. But residual imports are running to over 20 percent 
of the United States demand for this fuel, and on the east coast stood at 47 
percent of the demand in 1952. If one includes residual produced from foreign 
crudes, they totaled 68 percent of the east coast demand in 1952. 

One can search oil statements in vain for any direct statement of the limi- 
tations which foreign oil has placed or intends to place on its imports. But one 
point seems clear that foreign oil’s imports are primarily in the field of oil 
products which supplant coal not oil. 

Turning then to the residual fuel oil, what justifications do we find here? 
rhe answer apparently is that stressed by Standard Oil (New Jersey) i. e., 
increased imports (on the east coast) sufficient to keep the increase in heavy 
fuel oil for the Nation as a whole on a parity with the percentage increase in 
the Nation’s total energy use.® : 

This formula, as stated by oil, has a lulling effect, and creates the illusion of 
a modest growth in residual fuel oil imports. Actually, insofar as the coal 
ndustry is concerned its application can be nothing short of explosive. 

With foreign oil's unlimited supplies abroad and a willingness to see residual 
prices cut to some 60 percent or even less of the value of the crude oil" there is 
no physical stopping point or economic limitation to the implementation of this 
policy. 

III. RESIDUAL IMPORTS DIRECTLY AFFECT COAL PRODUCTION 


Probably the most “hastily considered” statement that has appeared in the 
current array of papers and speeches on residual! fuel imports is that appearing 
on page 4 of Standard’s (New Jersey) recent pamphlet, Facts About Oil 
Imports. To quote: 

“Imports of heavy fuel oil into the United States have had relatively little 
influence on coal output.” 

Perhaps the best answer to Standard’s statement is that provided by Standard 
itself on page 22 of the same pamphlet where it says: 

“Heavy fuel oil is used principally to power ships, heat apartments and other 
large buildings, and to burn under boilers in factories and central generating 
stations.” 

Aside from the powering of ocean ships, which coal largely gave up years 
ago, and excluding coke production, it would be difficult to find a better descrip- 
tion of bituminous coal’s own primary markets than that here set down for 
residual fuel oil. 

It may be that Standard was talking in terms relative to total coal production. 
But even here, as I will shortly develop, the statement is misleading. The total 
supply of residual fuel oil from foreign sources, including that refined domes- 
tically from foreign crude has been running over the past 12 months at a rate 
of some 45 to 50 million tons of coal equivalent. Furthermore, the increase since 
the 1946-48 period of some 25 to 30 million tons has gone almost wholly into 
oal-competitive markets, as ship bunker demand for residual has remained 
relatively unchanged since. These tonnages are being dropped into the heart of 
coal’s markets, i.e., the Eastern Seaboard States with their dense populations 
and highly industrialized sections. 

Compare these tonnages with coal’s projected losses of some 48 million tons 
between 1946 and 1952 in the competitive markets Standard (New Jersey) cites 
of heating apartments and other large buildings and consumption under factory 
boilers and central generating stations. 


The International Petroleum Cartel staff report, Federal Trade Commission, 1952, p. 169 
Facts About Oil Imports, April 15, 1953, pp. 15 and 21 
National Petroleum Council Report on Bunker C dated December 9, 1952 See table II 
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Analyses of coals displacement 

No matter how one looks at it, absolutely or relatively, the imports of heavy 
residual fuel oil have had a heavy influence on coal’s output. 

As this matter of coal’s loss in output is no doubt of the greatest interest to 
this committee, I would like to dweil at some length on it. The matter can be 
approached from some half dozen standpoints including: 


A tracing of specific lost coal tonnage, consumer by consumer. 

An analysis of the similarity of markets. 

The rise in residual use in areas served heavily by coal. 

The necessity for residual to resort to severe price-cutting tactics and 
heavy downgrading of the crude oil to “force” a demand. 

The sharp parallels between the rise in foreign residual supplies or imports 
and the loss in coal sales. 

The statements in the President’s message to Congress in connection with 
the amendment of the Venezuela Reciprocal Trade Agreement to the effect 
that the concessions on residual would largely apply to that moving into coal 
competitive markets. 


An analysis of these and other factors disprove, I believe, the contention that 
heavy fuel-oil imports have relatively little influence on coal output. 
Investigation of specific lost markets 

The bituminous coal industry conducted an investigation of specific markets 
lost by it to residual fuel oil, the results of which were introduced in the prior 
hearings on oil imports.* It shows company by company the direct displacement 
of coal consumption by residfial in the amount of 16 million tons (coal equiva- 
lent) between 1948 and 1950. As the domestic production of residual fuel oil 
had been running on a fairly even level for several years prior to 1948, it may 
be assumed not only that residual had displaced coal, but that it was the rise in 
foreign residual over the years that had primarily contributed toward this 
displacement. 

The 233 firms covered in the study ranged from utility users to large and small 
manufacturing plants, 84 percent being in the latter category—manufacturing. 

It is of interest here that under present-day boilerroom conversion practices, 
coal to oil, 55 percent of these consumers could reconvert to coal only with some 
difficulty, yet this group accounted for but some 3 percent of the total fuel con 
sumption of 16 million tons covered by the survey. In other words, in terms of 
supplies, 97 percent of the consumption would be relatively unaffected by recon- 
version problems. 

Also, in New England a recent field study made by the coal industry indicated 
that most boiler plants consuming fuel in the amount of 10,000 to 12,000 tons 
(coal equivalent) were equipped to burn both coal and oil. Such precautions 
resulted in large part from the experiences of World War II in New England 
when residual fuel oil supplies were cut off and consumers severely embarrassed. 

Standard (New Jersey) in its pamphlet previously referred to, states that a 
recent survey of Esso’s own direct customers shows less than 3 percent are 
equipped to burn some other fuel besides oil and that, for most users, conver- 
sion, or the provision of storage space, could only be at great expense or not at 
all. 

Standard is here speaking in terms of customers and not volume, and, ap- 
parently from its text, of some very small residual customers at that (stores, 
churches, schools, etc.). It certainly does not apply to the volume consumers 
which, according to coal’s survey, account for some 97 percent of the consump- 
tion, and it is the count of tonnage and not customers that is significant when 
talking about adequacy of supplies. 


Coal displaces fuel oil because of the identity of their markets 


Aside from bunker fuel, rail, and oil-company uses the residual oil market is 
well nigh identical with that of coal. This includes the utilities, smelters, mines, 
and manufacturing, the heating oils and, to a substantial degree, the military 
uses. Table 4 shows the percent of residual which is directly coa] competitive, 
i. e., Some 73 percent. 


*See appendix to testimony of Mr. John D. Battle, executive vice president, National 
Coal Association, dated June 9, 1950. 
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TABLE 5.—Residual consumption, east coast, 1951" 


Million tons 





Market coal equiv- Percent 
alent 
petitive — 
Electric and gas utilities 11.4 17.5 
ielters, mines, and manufacturers 21.2 $2. 6 
ting oils 11.3 17.4 
Military uses 3.6 5 
lotal competitive 47.5 73. 1 
Railroads 4 9 
Vessels 11.1 17.1 
Miscellaneous _.4 6 
Oil-company fuel 4 | 8.3 
Potal other 17.3 26. 6 
otal... ; 65. 0 100. 0 


Source: Bureau of Mines, Mineral Market Report 2091 


NOTE Figures may not add because of rounding 


With some 70 to 75 percent of the residual fuel oil moving into markets that 
ire common to coal, and which account for the major portion of coal’s produc- 
on, it is inevitable that sharply rising foreign residual imports will have a 
erious effect on coal markets and production. 


Postwar increases in residual consumption almost wholly in coal-competitive 
markets 

Of great significance in connection with the huge increases in residual imports 

the fact that such increases over the past several years have been flowing 
almost 100 percent into coal-competitive markets. 

Thus, taking 1947 as a midpoint of the 1946-48 period, the rise in demand from 
he noncompetitive consumption (rail, vessel, miscellaneous, and oil-company 
fuel) through 1951 (latest available) was negligible, totaling but 1.6 million 
tons (coal equivalent). This compares with the total east coast residual con 
sumption (1951) of 65 million tons (coal equivalent) and a total rise in residual 
direct imports of 18 million tons over the period 1947-51 

In short, the huge increases in the direct residual fuel-oil imports in the last 
> or 6 years are moving almost wholly into coal-competitive markets. The do- 
iestic production of residual has changed very little. 

‘To say that imported residual has limited impact on coal is simply not in accord 
with the facts. 

Ketraordinary competitive practices of residual in coal’s markets 

Oil's competitive tactics in coal’s markets alone testify to the impact and pres 
sures this fuel puts on coal. While returning to this subject later, let me say 
briefly here that they include sharp cuts in prices of varying duration, large in- 
creases in supplies, the financing of customer changeovers from coal to oil to be 
repaid over a period of years, and even the making of contracts which fix the 
price of oil at some given percentage below the price of coal. 

The postwar history of residual fuel-oil prices on the east coast resembles a 
ong-range chart of the world’s booms and depressions. To the domestic-coal 
industry, each downward plunge represents a new “shock treatment” which 
carves out a bigger segment of the competitive market for oil with a corre- 
sponding effect on coal production. 


Losses in coal consumption coincide with residual’s gains 


Another test of the fact that foreign residual has directly hurt coal is obtained 
by reviewing the happenings in the New England market. Because of the excel- 
lent fuel statistics currently maintained for this region, both coal and oil, the 
cause and effect relationships can be more readily traced. 

In table 6, there appears the 7-year history of coal shipments to New England 
and the residual fuel-oil imports to that area. It will be noted that the total 
New England fuel requirements for both fuels remained relatively constant over 
the period. 
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TABLE 6 Comparative coal and residual fuel-oil consumption in New England 
1946-52? 











Mil tons, coal equivaler 





Residual fuel 


oil 























Of special interest in connection with this table is the fact that residual’s 





gains of a little over 5 million tons (coal equivalent) occurring between 1946 
and 1952 were closely matched by coal’s losses of 6.5 million tons, total con 
sumption of the two fuels remaining relatively constant. Such figures give 


every evidence of the imported residual fuel oil supplanting rather than supple 
menting coal. They give no evidence of a net gain in the combined consumption 
of the two fuels. 

Also of interest here is the recent sharp upturn of residual fuel-oil imports 
since the lst of December 1952, which seem to have had a corresponding depress 
ing effect on the tidewater shipments of coal to destinations along the east 
coast Thus, between December 1952 and February 1953, inclusive, the rise 
in residual fuel-oil imports amounted to 1.9 million tons (coal equivalent) over 
the corresponding 3 months ending February 1952. In the same period, tide 
water shipments of conl from Hampton Roads, Baltimore, Philadelphia, and 
New York for domestic movements to the same general areas served by th: 
imports dropped 1.2 million tons, and this does not include the losses on all-rail 
movements.” Certainly these imports reflected on coal’s markets. 


The President’s message to Congress of August 28, 1952, recognized that im- 
ported residual moves mostly into coal markets 

The President’s message to Congress of August 28, 1952, in the matter of the 
amendment of the reciprocal trade agreements with Venezuela, went to sub- 
stantial length to make clear that the tariff concessions granted to Venezuela 
on her exports to the United States of both the residual fuel oil and the heavy 
erudes (under 25° API) would not increase competition with the United States 
domestic oil markets; the residual competition would be mostly with coal. 

Aside from ship bunkering, the imported residual fuel oil, it Was pointed out, 
is utilized mostly along the east coast mainly in gas and electrie powerplants, 
in smelters, mines, and manufacturing industries, and to a lesser, as heating 
oil in industrial plants. A coalman might here point out that with the rail 
market fading away, exports to Europe deeply cut and household heating uses 
dwindling, it would be difficult to find a better description of the total remaining 
markets (exclusive of coke ovens) now left to bituminous coal in the East. 

It was further noted that for the most part the fuel installations (particularly 
powerplants) can burn either coal or residual, depending on which is the cheaper, 
and in recent years, the President pointed out, coal has been the cheaper. 

1 flood of oil on an inelastic market can only mean displacements 

I believe that enough has already been said to clearly demonstrate that 
residual fuel-oil imports are hurting coal production badly. Before turning to 
bgures which will show just how badly this is, one more point might be stressed 

it is generally recognized that the domestic and world markets for fuel are 


relatively inelastic. How, one may ask, can one raise the total supply of one 
fuel in an area by some 50 percent in 6 years (residual on the east coast) and 
contend that no other fuel is displaced? 

The total demand for fuel is largely a derived demand based on other economic 
factors than the immediate price of the fuel. Even an overnight cut in fue 
prices of 15 to 20 percent is not going to cause people to run out and build, ove 


All-ail movements to New England alone dropped 0.3 million tons (Bureau of Mines) 
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cht, new boilers in utilities, factories, trains, or ships or even to produce more 
m in the boilers they now have. . 

It has taken 6 years for our energy requirements in the United States to 

mb 16 percent, and this with our economy running with the throttle wide 

el 

The answer is that one can’t expect such quantities to be absorbed without 
mest grave effect on other fuels in the same market. By any definition, 
1eaus a seizure of the domestic market by dumping tactics, 


badly is coal hurt? 


fhe total hurt to coal from foreign oil is measured both by the direct imports 
esidual oil and by the refinery yields of residual from foreign crude being 
ht into this country in ever-increasing quantities. The yield of residual 
this latter source has supplemented the direct imports of residual by 
st half over recent years 
\s far as coal is concerned the damage to production is no whit less from 
esidual produced at east-coast refineries operating on foreign crudes than 
is from the residual oil produced in Venezuela or that produced in transit 
the Netherlands West Indies islands of Curacao and Aruba. 
Although coal, in protecting itself from foreign residual has asked for no 
mitations on the importation of foreign crude oil, directing itself only to the 
ect imports of the residual itself, vet the presence of large and rapidly grow 
quantities of the residual fuel oil made from foreign crudes is something 
ever out of mind, 
Taken together, the residual imported direct plus that made domestically from 
foreign oils adds up to the staggering total of “foreign generated” residual fuel 
| dropped on the east-coast market in 1952 of 45 million tons. The figures are 
et out in table 7. 


TARLE 7 Postwar rise in direct residual imports plus residual yields from 
foreign crude, east coast 


[Coal equivalent tons—millions] 


| 


> Residual Increase 
Y ear | me —— from foreign Total over 1946-48 
ieee crude period 
a 2 3 (4 ( 
i 
4 ll 6 17 
13 7 a 
4s 13 o 29 
16-42 12 7 x) 
| 18 10 OK g 
] 29 12 4] 21 
29 12 4] 21 
31 14 45 25 
ed 35 16 ] 31 
ts of crude to east coast only. Estimated yield of 30 percent used. Bureau of Mine 
December-February figures expanded to full year on basis of preceding 2 years’ seasonal experience 
NOTE Figures may not add because of rounding 


Source: U. 8. Bureau of Mines 


The data in table 7 are, I believe, a good measure of the impact of foreign 
residual fuel oil upon the coal industry and coal production. 

As set out in column (4), the “foreign generated” residual fuel oil present in 
east-coast supplies in 1952 came to 45 million tons coal equivalent and the ex 
perience through the recent 3-month period, December to February (adjusted for 
seasonality ) would push this up to 51 million tons. 

As I have already indicated (table 5), some 73 percent of this is competitive 
with coal in utilities, military uses, mines, smelters and manufacturing, and 
heating. Taking the conservative figure of two-thirds, we have a current replace 
ment of other fuels amounting to some 30-35 million tons (coal equivalent per 
year). 

A disturbing thing is that much of this has come about since the 1946-48 period 
and apparently under the present situation there are no limits in sight. 
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Coals competitive losses 


Oil has laid great stress on coal’s loss of export markets, rail markets, and 
home-heating markets, washing its hands, of course, of any responsibility fo; 
the fact that it has taken over a large part of this tonnage itself. But oil mak: 
no calculation of coal’s losses in the rising markets that directly compete wi 
residual fuel oil and which have shown a healthy growth over the years. T! 
is what coalmen term “loading coal up with declining markets.” Granted that 
between 1946 and 1952 bituminous coal has lost millions of tons in the declinin; 
domestic markets (noncompetitive with residual), yet it also lost a potentia 
{8 million tons in the remaining rising markets that are competitive.’ 

The 48 million tons is based on the 1946 consumption expanded 16 percent for 
the growth of the Nation’s energy requirements through 1952, following the 
formula Standard (N. J.) has applied in justifying residual fuel-oil’s growth 
record over the same period. 

Coal has lost 48 million tons of potential production in these growing market» 
a tonnage vitally needed to help offset the losses elsewhere. 

From 1948 to 1950 coal traced losses of some 16 million tons to residual fue! 
oil and no doubt a great part of it was attributed to the “foreign-generated” res 
dual fuel oil. Since then the foreign residual has increased some 72 percent an 
now holds close to 70 percent of this eastern fuel market. There can be littl 
doubt but that a large part of coal’s production losses are to be found here 


Foreign generated residual oil takes over major east coast market 


Before leaving this subject of coal losses and the data prepared in connection 
therewith a few observations should be made as to what is happening on the 
east coast in the way of foreign-oil dominance of this heavy industrial market 
The figures are set out in table 8. 


TABLE &8.—Postwar supply of residual oil and dependency on imports, east coast, 
1946-53 


[Coal equivalent tons, millions] 


| Percent total supply fr 
foreign oil 
Receipts Total 
. ; — supply : 
tesidual | -- ) gulf upply oe Residual 
Imports i n Residua os ee 
, jeign crude 
| 


| 9) 


13 43 25 | 
15 4s 27 
16 26 
15 47 26 
16 51 35 
14 47 
14 63 45 
14 65 47 
14 71 50 | 


1 Fast coast refinery production. district 1, less yield (30 percent) from foreign crude, column (3 19. 
preliminary 
Figures may not add because of rounding 
3 December to February figures expanded to full year based on previous 2 years seasonal experience. 


Source: U.S. Bureau of Mines. 


Foreign generated residual fuel oil has made an extraordinary penetration of 
the east coast heavy industry markets as shown in table 8. Whereas 41 percent 
of the total supplies came directly or indirectly from overseas in the immediate 
postwar years, 1946-48, the proportion rose to 68 percent in 1952 and in recent 
wonths has exceeded 70 percent. This leaves the east coast heavy fuel-oil con- 
sumers extraordinarily subject to any wartime interruptions of supplies, fluctua- 
tions in world supply and demand and the political decisions and policies of other 
nations, subject-matters I will deal with later. It also indicates that for all 
practical purposes the coal industry of the Eastern States is here squarely in 


Includes the following: Electric utility, steel mills (excluding coke production) 
cement, other industrial (mines, smelters, manufactures, etc.), commercial (apartments 
hotels, light industry, but excluding home heating). 
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ompetition with world oil in matters of supplies, price, and markets, a struggle 
hat the domestic oil, with its distaste for selling deeply below the price of crude, 
seems also to be rapidly losing. 

The skyrocket advance of residual fuel oil imports on the east coast markets in 
relation to the growth of the United States economy (industrial production and 
energy) and coal consumption is set out in chart 2. The relationships speak 
or themselves. 


Conclusions 
It would seem from a review of the subject from every approachable angle 
hat residual fuel imports have gone far beyond any reasonable sense of propor- 
on, that they of necessity have hurt coal production severely, and that they 
d to nake the east coast extraordinarily dependent upon fuel supplies originat- 
g thousands of miles overseas. 


CHART II - POSTWAR TRENDS IN INDUSTRIAL PRODUCTION 
COMPARED WITH RESIDUAL IMPORTS, BITUMINOUS COAL CONSUMPTION 
AND THE COMPETITIVE ENERGY MARKET 
(1946 = 100) 


om 
o 
5 
= 
x 
ey 
=| 
S 
- 


£0 
1946 1947 19448 199 1950 1951 


Source: Federal Reserve Board & U.S, Bureau of Mines 
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AND RAIL REVENUES, EMPLOYMENT AND WAGES 





IV. LOSSES IN COAI 





As one might well gather from coal-production statistics already presented, 
the coal and rail industry and their employees have been severely affected by 
the imports of residual fuel oil. 

While the detail is set forth in an appendix to my statement, table I, I would 
nevertheless like to briefly summarize the salient figures based on the 1952 
experiences. The total east coast residual imports are taken as the measure of 
the injury to coal.” Other witnesses will expand on the figures. 

One hundred and fifty million dollars in bituminous coal sales. 

Over 4 million man-days work in the mines and 23,000 mine employees.” 

Seventy-seven million dollars in miners’ wages. 

Over 25 million tons of freight to the railroads. 

Kighty-six million dollars of revenues to the railroads. 

Forty-three million dollars loss in rail employee wages. 

The cumulative effect of the residual imports since 1946 are, of course, much 
h gher 

Six hundred and seventy-three million dollars loss of sales. 

Twenty-one million loss in man-days or the time of 117,000 miners for 1 year. 

Three hundred and thirty-seven million dollars loss in wages. 

One hundred and twenty million loss in tons of rail freight. 

Three hundred and fifty-eight million dollars loss in rail revenues. 

One hundred and eighty-one million dollars loss in rail employee wages. 

The figures, based on the direct residual imports only, are believed conserva 
tive in representing the total impact of the residual fuel oil from foreign sources 
on the coal industry. They make no allowance for the residual produced in the 
east coast from foreign crude oil which, over the period covered, ran to some 
half the direct imports. Both must be kept in mind in evaluating the impact of 
foreign oil on the domestic fuel industry. 

The foregoing statistics do not, of course, provide the full picture of the effect 
of closed down production on communities whose major livelihood, institutions, 
and property values depend on coal mining. Another witness will go into this 
aspect of the question much more fully. 

Currently a reduced working schedule obtains at nearly all commercial mines. 

Two to three days is the general operating time in both the northern and southern 
fields, the 5-day working period being generally restricted to the so-called captive 
mines which primarily serve the steel industry. Through April 25, bituminous 
coal production is down 28 million tons or a decrease of 16.8 percent from last 
year. Carloadings are down some half million carloads. Rail tidewater load 
ngs to New England through April 18 are down 23 percent over last year in 
comparison to a rise of 3.6 percent in the coal loadings to Lake Erie and Lake 
Ontario. Production workers in the bituminous coal industry in January of 
1953 totaled but 310,000 according to the Bureau of Labor Statistics. January 
is normally a peak month in the year (Department of Interior, Coal Branch). 


\ ANSWERS TO INTERNATIONAL OIT 


Insofar as residual imports are concerned the case for the international oil 
companies is presumably set down in the recent booklet, Facts About Oil Imports 
published by the Standard Oil Co. (New Jersey), April 15, 1953. 

First, and most important, Standard would have one believe that residual oil 
imports have had relatively little influence on coal output. Standard also con 
tends that quota restrictions would injure the United States economy by re- 
ducing the purchasing power of other nations, would reduce the free world’s 
economic strength, disturb friendly nations, do harm to Venezuela which sup- 
ports private enterprise, hamper military fuel supplies, injure a great many 
businesses now burning heavy oil, and raise the general level not only of fuel 
costs but of the many goods and services. 

The statement that the heavy residual fuel oil has relatively little effect on 
coal output is too absurd to receive serious consideration. As previously indi- 
cated (in pts. III and IV) the bituminous coal industry has been hurt hard by 
residual imports and the injury is a steadily growing one. 

The remaining allegations are answered at length in the parts to follow where 
their plausibility may be judged in the face both of the historie facts and world 
oil’s own actions and tactics in both domestic and foreign markets. It is enough 





' Practically 100 percent of the residual imports are received on the east coast. 
2 Average of 181 days worked in 1952 (Bureau of Mines weekly coal report, 1854). 
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o state here that the allegations of international oil are quite foreign to the 


facts. 


Statement of principles for world oil 

Standard’s statement of principles (p. 34-35) may also speak for the inter 
iational suppliers who bring oil into the United States. Standard holds for a 
ree and growing international trade consistent with keeping strong those in 
lustries necessary to our country’s security it has faith in the continuing 
rowth of America and the contribution of foreign trade to this end; it sub 
scribes to the National Petroleum Council oil policy statement (presumably 
ncluding that about not supplanting domestic oil) and believes its import 
policies are in conformity therewith; as to oil imports, it does not believe in 
hielding any segment of the fuel industry from competition and normal 

momic evolution—rather national welfare should prevail; finally, it personally 
feels quotas on oil are now unwarranted and holds them to be against the 
nterest of consumers, exporters, national defense, and free world strength 

As to principles, this is a fine bill of goods and one to which coal itself might 
well subscribe if it could feel any confidence that it would be equitably applied. 
Bitter experience and hard knocks, however, have led the coal industry to the 
firm conviction that foreign oil's interpretation of free trade and fair market 
ompetition is a far cry from domestic industry’s usual interpretation of these 
principles; that oil's application of these principles apparently leaves but a 
mited place for coal: that oil alone seemingly wants to be the judge of whether 

the face of pyramiding imports, the coal industry is sufficiently strong for 
our country’s security; that if oil is to be imported into America any shielding 
will be in oil’s own vast market for the lighter petroleum products. In short 
these principles were written for “the other fellow.” 

Benefits” of free trade reserved for coal 

The following facts speak for themselves: In 1952 residual fuel oil accounted 
for 91 percent of the petroleum products imported into this country by foreign 
oil; while gasoline, kerosene, home heating oils, diesel fuel, lubricating oils, and 
all other products accounted for but 7 percent; this in the face of the fact that 
the United States wants (demands) for petroleum products in that year con 
sisted 79 percent of the lighter oils and other products and but 21 percent 
residual.’ 

ro all intents and purposes foreign oil has clamped a quota (voluntary) on 
the importation of petroleum products that would compete with its primary do 
mestic markets, a principle that was respected in the 1952 amendment of the 
reciprocal trade agreements with Venezuela. 


VENEZUELA’S HIGHER VALUED PRODUCTS ARE EXCLUDED 


In 1948 Venezuela moved 102 million barrels of gasoline distillate fuel oils 
and kerosene to most countries of the globe of which 25 million (25 percent) went 
to the United Kingdom despite its own heavy interest in the Middle East oil 
Denmark took 3.1 million barrels and Spain and the United States each 1.9 

illion or slightly under 2 percent each of Venezuela’s movements of these 
higher valued movements. 

If the foreign oil branch of the American oil industry wants to stimulate Vene 
zuela’s purchasing power for American goods nothing would do it faster than 
to open the doors to an inflow of the products American consumers want most 
As it is the inflow seems to stand at the irreducible minimum trickle, although 
Venezuela has the necessary crude oils and favorable water hauls. The only 
conclusion is that foreign oil protects its own markets 


VENEZUELAN CRUbe& DOWNGRADED 


The United States 1952 demand for petroleum products, as I have just stated, 
runs to 21 percent residual fuel oil and 79 percent gasoline, kerosene, light heating 
oils, diesel, ete. The world demand in 1951 (excluding Russia) ran to but 30 
percent residual, and the world, excluding the United States demand, to 41 per 
cent 

Yet the two producers who primarily control Venezuelan production, Standard 
Oil (New Jersey) and Royal Dutch Shell turn out for these world markets prod 
ucts which as an average run 68 percent residual.” 


‘Bureau of Mines, Monthly Petroleum Statement. 
“International Petroleum Cartel Staff report, Federal Trade Commission, Aug. 22 
1952, p. 18 
15 Includes refineries in Venezuela and the Netherlands West Indies 
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This gives no evidence of attempting to meet the evolution in world consumer 
demands,” of obtaining the maximum possible purchasing power for Venezula 


out of her crudes, of building up refinery capacity to meet the fuel needs of the 
United States or any other free country in war time. Nor does it conform with 
conservation principles toward putting the petroleum reserves of the world to 
their highest uses. 

Downgrading is uneconomical 

Such pricing does not represent true economic competition. According to 
Standard (New Jersey), to downgrade crude oil into fuel ols is “* * * basi 
cally uneconomical so long as the price of fuel oil remains below the price of 
crude oil.” [Italics added.| Foreign oil from Venezuela not only flagrantly vio 
lates this principle itself, but by “oversupplying” the market, forces domestic 
producers to follow suit. 

To illustrate, foreign oil takes crude oil valued or priced at some $2.32 per 
barrel at Venezuela, refines it, paying some 68 cents * per barrel (1951—52 aver 
age) for transportation from, say the Netherlands West Indies refineries to north 
of Hatteras, a total of some $3 and sells it in the neighborhood of $2 to 2.10. 

The resultant competitive pressure to correspondingly downgrade domestic 
crudes is indicated by National Petroleum Council figures for the United States 
The data show refinery prices on residual as a percent of the crude since 1946 








TABLE 9.—United States residual fuel oil realizations at refinery 


As percent As percent 


- : u ‘eee 
Year — - <9 of crude Year oe of crude 
asl oil prices DP oil prices 
a (2 (3 (1) (2 (3) 
1946 $1. 35 96. 4 1950 $1. 66 65. 6 
1947 1.80 93.3 1951 1.85 72.5 
1948 2. 40 92.3 1952 (4 months 1.85 72. 5 
1949 1. 47 57.9 


The ratio of the price of residual fuel oil (at the refinery) to crude prices 
here dropped from 96.4 percent in 1946 to 57.9 percent in 1949 and in recent 
years has hovered between 65.6 and 72.5 percent. 

The price of residual fuel oil (say at New York Harbor) did not always sell 
at less than the cost of the crude. This is something that has largely come 
about in the postwar period when foreign oil abandoned its voluntary quotas 
on imports “ and started flooding the domestic market. It is the persistent over- 
supply that has downgraded the fuel. 

In only 5 years prior to the end of World War II did residual fuel oil at 
New York Harbor sell at less than the value of the crude oil at the well in 


®* Residual fuel oil as percent of total demand for all oils: 





World, 
United World, excluding 
Year States excluding United 
wee U.S.S.R States and 
U.S. 8. R. 
1940 
1945 
1948 
10% 30.7 39.9 
1951 30.3 40.6 
1952 
Source: Bureau of Mines, World Petroleum Statistics 


Facts About Oil Imports, p. 22 
* Department of Commerce, Platt’s Oilgram Prices 
‘Source: Report of the Committee on Bunker C Fuel Oil of the National Petroleum 
Council, December 9, 1952 
2° The International Petroleum Cartel, p. 169 
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fexas. The ratio of bunker © at New York Harbor to posted well prices * 
veraged 1.14 over the period 1924-46. Since 1948 the ratio has never been 
ihove 100. Thus: 


pe ee eee enecratie se <i 
ples a : aoe 78 | April 1953 78 
1951 oad Sa nat eaten tin 86 | 


What this uneconomical downgrading does to the domestic producer is easy 
to see from the following illustrative figures.” 


2 e ) 
Per barrel Per million 


B.t.u 
Gulf coast fields, price of crude oi] at the well $2. 69 $0. 46 
CGiathering costs , 2 
Refining costs ‘ 2 
lanker rates bunker C, gulf coast to New York City 75 13 
Handling and other costs, New York (? 
Total 3. 44 59 
Recent posted prices, large lots $2. 00-$2. 10 $0. 32-$0. 33 
§. Loss from uneconomical downgrading 1. 34-1. 44 26-. 27 


Based on 5.8 million B. t. u. per barrel for crude oil and 6.3 million B. t. u. for residual fuel oil. Distillate 
iverage 5.8 million 


Not available 


Based on normal or historical relationships between the price of residual fuel 
oil and that of crude oil that prevailed prior to the flood of foreign residual 
oil, the domestic supplies are selling at levels far below that which the industry 
finds to be economical. 

Allowing for transportation charges (and omitting other costs not available) 
it means selling energy at 33 cents per million B. t. u. which cost 59 cents per 
million B. t. u. to produce and deliver. Such sales to heavy industry at 56 
cents on the dollar of what is the heart of the barrel (based on B. t. u. con 
tent) must be cross-subsidized by the smaller consumers of gasoline, kerosene, 
home heating oils, diesel fuel, etc., as the oil companies must be made whole in 
one form or another. 

The appalling nature of this type of competition to the coal industry is self- 
evident. With foreign oil willing to cut to any length to force its supplies into 
the domestic market, and with a capacity, for all practical purposes, to force 
one group of consumers to cross-subsidize the losses from uneconomical pricing 
to others, coal has no protection in the markets where it is basically the eco- 
nomical fuel. Its only protection here is some quantitative restrictions on the 
residual imports which foreign oil may bring in. 


Venezuela does not produce the kind of oil the world really wants 


It is within the framework of the intolerable competitive situation I have 
here described that foreign oil literally places coal producers (and domestic oil 
producers) on notice that it wants “no shielding” of any segment of the home- 
fuel industry from “‘competition” or “normal economic evolution.” 

From all appearances it would seem that what foreign oil in Venezuela really 
wants is to be shielded from the effect of its own dilatoriness in adapting its 
Venezuelan output to the kind of petroleum products the world now wants. 

Venezuela herself is aware that her crudes can be very substantially up 
¢sraded as revealed in an exhaustive report of the Ministry of Mines and Hydro- 
carbons in 1952, comparing the qualities of Venezuelan crudes with those of the 
United States and other nations.” 

In the opening paragraphs of this study (jointly prepared by Venezuelan 
and American petroleum authorities), the conclusion is reached that Venezuelan 
crudes which range from 10 to 50 degrees gravity, but average 24 to 25 degrees 
(current production) can, by mild cracking, be made to vield but 40 percent 
residual, or close to the world average demand 


“= Prices at gulf coast fields. Platt’s Oil Price Handbook, Bureau of Mines 
Platt’s Oil Price Handbook, 1952, Bureau of Mines 
‘Petroleos Crude de Venezuela y Otros Paises, 1952, p. 7. (Venezuelan and other 
world crude oils. ) 
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Today the Venevuelan and Netherlands West Indies refineries operating on 
Venezuelan crudes are averaging 63 percent residual (1951). 

With the free world crying for the higher valued oil products, the continued 
reduction of Venezuela’s production to a low-grade fuel oil and the transporta 
tion of it thousands of miles to sell “below an economic price” in the midst 
of the bituminous coal’s industry markets, appears to violate many of the basic 
principles Standard Oil (New Jersey) has set down. It does, however, have 
the effect of shieldirg foreign oil’s domestic markets from the principal competi 
tive effects of its owt foreign trade. The competition is in large measure shifted 
to coal. 


Consumers do not benefit 

Foreign oil seeks to leave the impression that restrictions made on fuel-oil 
imports would raise the general level not only of fuel costs, but of the costs 
of many goods and services. 

This statement is erroneous for two reasons. First, sales of residual at dump 
rates merely shifts some of the direct burden of maintaining the oil industry 
from the shoulders of big utilities and heavy industry to those who use light 
heating oils, diesel fuel, and other products. 

Thus when the price of residual fuel oil fell along the Atlantic coast last Au 
gust, from $2.45 per barrel to $2.10, a cut of 35 cents, the prices of the household 
and light commercial heating oils (Nos. 1 and 2) rose almost simultaneously 
at Boston, New York, and Baltimore by the equivalent of 33 to 47 cents per 
barrel.“ Chicago prices remained unchanged. 

The second point is that residual fuel oil has not, over a period of time, reduced 
the cost of fuel to large users, a subject I would now like to treat. The possible 
exception would be in those instances where the residual prices, by agreement 
are fixed at some definite level under those of coal, thereby denying coal access 
to the market, no matter what the economic trend in the basic supply costs of 
the two fuels may be. (One can hardly consider this type of contract as fair 
competition. ) 

The picture of comparative advantages ignored 

The elementary concept behind the doctrine of comparative advantages in 
international trade is that if one country can do things better or cheaper than 
another, it should be left to do them, and in the long rin all will benefit from 
the increased pile of world goods thus made available for distribution (subject 
to national defense, and long-run employment problems). 

Strangely enough no one has urged this famous doctrine in justifying the 
displacement of coal by imported residual fuel oil. The apparent reason is that 
supplied by Standard Oil itself in its booklet (p. 22),” “* * * (it) is basically 
uneconomical (to downgrade crude oil into fel) so long as the price of fuel oil 
remains below the price of crude oil.” 

The President’s message to Congress of August 28, 1952, makes clear that most 
of the powerplants along the east coast have been using coal because it was the 
cheaper fuel.” 

The following shows the comparative statewide costs per million B. t. u. in 
1951 at 75 large electric powerplants on the east coast. (Reports to Federal 
Power Commission. ) 

Che cost differentials as here shown are comparatively small averaging but 
3.5 percent over the east coast areas listed. With fuel costs amounting to but 


Percent coal 
Coal Oil of total con- 
sumption 


Massachusetts 37.0 35.1 4 
Rhode Island 34.1 34.3 45 
Connecticut 36.3 36. 6 74 
New Jerse} 32.4 34.8 58 
New York ( } we 37.0 73 
Lone Island Staten 1 plar : 

Philadelphia \ 32.3 36.7 85 


Bureau of Labor Statistics 
Facts About Oil Imports 
I ndment of the Reciprocal Trade Agreements with Venezuela 
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little over 20 percent of the average customer’s.bill, these variations have but 
i negligible effect on total costs. They would have proportionately much less 
effect in manufacturing industries where raw materials and labor usually con- 
stitute a much higher portion of the cost of the finished product than with 
utilities. 
The price cut of 1952 

It was with competitive relationships prevailing such as indicated by the 
itility figures above, and with heavy oil holding a very substantial part of the 
market by the 75 big plants, that foreign oil abruptly cut its prices from $2.45 
» $2.10 in 1952, and later to $2, and increased its imports of the residual to 
all-time highs. The utilities as may be expected, promptly shifted their con- 
sumption toward oil, a very serious matter for the coal industry as the utilities 
are now the major single market left to it. As previously stated the prices 
of light oils rose almost simultaneously by amounts per barrel that closely 
matched the heavy oil cuts. 

Any belief that one might obtain consistently low prices from residual fuel 
oil is dissipated by the history of bunker C prices at New York harbor during 


the postwar years. 


Price per barrel 


Year March af a oe September 
Percent 
6 $1. 60 $1. 92 
47 2. 09 +31 2. 37 
1948 3. 03 +45 3. 03 
1949 1. 95 36 1. 82 
] 1,91 2 2. 20 
2.18 13 2.45 
} 2. 45 +14 2.10 
1953 2. of & 


National Petroleum News, Platt’s Oilgram. 


The average year-to-year variation in fuel-oil prices was 23 percent. For 
the coal industry the reductions amounted to a series of “shock treatments” dur- 
ing which residual imports rose rapidly to new highs and remained there. 


Vational Petroleum Council Committee finds a close relationship of coal to oil 
I 


prices 


The oil industry likes to refer to the problem of satisfying the demand for 
residual, but the report of the committe on bunker C of the National Petroleum 
Council found that residual sales are made under great competitive obstacles. 
Residual’s chief competitors, it found, were coal and natural gas. (Natural- 
gas competition is primarily in the Midwest and Southwest. ) 

Noting that heavy fuel oil prices in the East have been in close relationship to 
coal prices, the report Compares prices on No. 6 fuel oil with run-of-mine bitu- 
minous coal (at Boston, New York, and Baltimore). The figures (while not 
identical commercial equivalents) nevertheless show the close relationship price- 


Wise 
Ratio of prices per B, t. u. (residual to coal) 

Average Ratio | Average Ratio 
1940 a Reeae 1.01 | 1947_ ~~ . . 1. 12 
1941 . 98 | 1948_- weitere 1.3 

1942 ilies i . 1.10 | 1949 ane aie ——ae 
1945 1. OS | 1950 ; eceeommaniae 0 a 
1944 a , 1. 06 | 1951 nema . 96 
1945 . aaa _. 1.05 | 1940-51_- id iiesaecadicecuetaainaiacs Ea 
1946 Liane 1. 02 | 1946-51 . 1.01 


Source: National Petroleum Council Report dated Dec. 9, 1952, table X. 


The foregoing committee figures belie the statement that residual is cheaper 
than coal. With residual fuel oil on the east coast already representing an 
uneconomical downgrading of crude oil, there is no good reason why residual 
prices should, indeed, undercut coal. 
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Would coal prices rise? 


The best answer to the question of coal-price increases, if residual competition 
lessens, lies in the stability of coal prices generally throughout the United States 
over the past 5 years. Despite Korea and even blanket authority from OPS to 
take increases, coal prices at the mine mouth, where most industrial consumers 
take title to the fuel, have remained remarkably stable. Prices to utilities in 
some areas served by neither residual fuel oil nor natural gas have remained 
about as stable as those where the two fuels are competitive. The answer lies 
in the intense competition within the coal industry itself. 


Injury to many businesses 

Standard expresses concern over the possibility of injury to many businesses 
now burning heavy oil if quotas are applied. A 5-percent quota on residual fuel 
oil imports would reduce the imports from the 1952 total of 129 million barrels 
to approximately 28 million, or from 31 million tons, coal equivalent, to 7 mil- 
lion, a reduction of 24 million. 

Total 1952 east coast supplies, assuming the crude-oil imports remained as 
is and gulf supplies remained unchanged, would then be as follows: 


TABLE 10 Projected residual supplies, east coast and United States 


East coast 


Item Produc- | Receipts Other Total! 
Imports | tion, east from | Total 
coast gulf 
(1 2 (3) 4) | (5) (6) (7) 
In barrels (millions) 
1. 1952 128 86 59 273 317 590 
2. Under 5 percent quota 28 86 59 172 317 489 
3 Reduction 100 0 0 100 0 | 101 
In tons, coal equivalent (millions) 

4. 1952 _ 31 21 14 65 | 76 142 
5. Under 5 percent quota 7 21 14 41 76 1)7 
6. Reduction. - . .. — 24 0 0 24 0 24 


1 Includes small quantities of transfers from crude. 


NoTe.—Figures may not add because of rounding. 
Source: U.S. Bureau of Mines monthly petroleum statements and preprint to Minerals Yearbook. 


Referring to table 10, lines 3 and 4, column 5, the reduction in east coast 
supplies will be represented by the drop from 65 million tons (coal equivalent) 
to 41 million. Elsewhere the supplies would remain unchanged, as practically 
all residual imports are received at the east coast. 

Assuming no immediate increase in domestic production of residual, the imme- 
diate available supplies on the east coast would total 41 million tons (coal 
equivalent). 

For major plants which periodically switch from coal to oil, the mechanical 
problem of the reduction in east coast supplies would not be much greater than 
that of turning a valve. These companies account for the overwhelming pro- 
portion of the residual consumption. 

As to the very small consumer or occasional larger plant which could not 
convert, it appears doubtful if at the outside they would account for 5 to 10 
percent of the current demand, or 2 to 4 million tons coal equivalent. A review 
to which I have already referred placed this at but 3 percent of the total con- 
sumption by volume. With a supply of 41 million tons (coal equivalent) still 
available, the needs of this class of consumer would be covered tenfold to twentv- 
fold. This takes no account of current stocks of 3 million tons,” some potential 





™ February 1958. 
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reduction in exports of residual which ran to some 6 to 7 million tons in 1952, 
nor, of course, to increases in the future domestic production of residual in the 
United States or transfers from other areas where demand has been falling. 

In the matter of increased domestic supplies, while refining processes developed 
during recent years have been aimed toward reducing residual yields, refiners 
an, by various operational changes and without any or with only minor equip 
nent changes, increase residual fuel oil yields to almost any level desired.* 
Conclusions 

After a review of the facts, coal is convinced that only one interpretation is 
possible: the bituminous coal industry of the United States is being denied 
he opportunity to fairly compete for what has long been its own markets. 

It is being forced to bear the brunt of concessions to Venezuela oil in the 
nterest of free trade which foreign oil itself appears to shun. Indeed, the 
refinery practices of foreign oil go well nigh in the direction of frustrating the 
buildup of purchasing power by Venezuela, at the same time creating uncalled-for 
hardships in the domestic coal industry. 

rhe strength of our Nation and the free world rests in righting these situations 
ind not in worsening them. 

There is nothing in foreign oil's statement of principles or its action or deeds 
that indicates it has a place in its plans for a strong and vigorous coal industry 
n America; and, even if this were so, coal does not want to place its future 
in its competitor’s hands, which is the direction in which events are now tending. 

There is no reason to believe that as a matter of cost or convenience the 
economies of any section of the Atlantic coast will be affected. Whatever shift 
there may be in burdens should be in the direction of reshifting some of the 
burden of oil prices back from the small consumers to the large industrial 
isers where they belong under a proper market pricing of the respective 
petroleum products. 


Vi. COAL HAS TAKEN MAJOR STEPS TO REMAIN COMPETITIVE 


Shifts in fuel markets come about for many reasons, some of which relate to 
technological developments within the fuel industry itself, others to equipment 
changes brought about by equipment suppliers working with the ultimate con 
sumers. Progress in coal has come from all three groups sometimes working 
separately but more often together. 

Reai progress, it is believed, has been made in many directions, as illustrated 
by the following projects completed or in various stages of development : 

The continuous mining machine for the increased production of coal with 
lower mining costs. 

rhe development of underground continuous conveyors for bringing coal 
through the mines to the surface. 

New methods of gravity washing to prepare cleaner and better coal for 
markets. 

Research looking toward the development of new chemicals from coal 
including a synthetic liquid fuel, germanium, fertilizers, explosives, ete. 

i Development of coal-burning gas turbines for both mobile and stationary 
plants. 

A crop dryer for agricultural products looking toward the better market 
ing and storing of forage crops by the elimination of freezing and mildewing 
of these crops. 

The development of new and improved fly ash and cinder absorbing equip 
ment at industrial and utility plants. 

The development of markets for fly ash and favorable transportation 
rates on such ash. 

Larger, more economical and safer large power shovels for strip mining. 

More efficient use of explosives and new nonexplosive materials used to 
extract coal. 

Improved and more efficient domestic heating appliances making for con 
venient and clean household fuel. 

Merket analysis studies. 

Development of new methods for long-distance hydraulic transmission 
of coal. 


ee 


* Report of the committee on bunker C fuel oil of the Nationa! Pctroleum Corneil 
(December 9, 1952), pp. 4-5 




















TRADE AGREEMENTS EXTENSION ACT OF 1953 





A study of the economical use of electric open-hearth furnaces for con- 
tinuous operation in place of presently used intermittent open hearths using 
fuel. 

The development of a new type of underground mine support known as 
roof bolting which gets away from the typical timbering saving both work 
ing space and forest crops. 

Further development of underground gasification of coal from seams 
which are uneconomical to mine on present methods. 


Underground production is highly mechanized 

Mechanization such as the machine cutting of coal, conveyor systems, mechani 
cal loading, cleaning and washing have made great strides, the effect of which 
is to reduce costs. Thus, in 1950, 94.9 percent of the coal produced underground 
in the United States was cut by machine and 73 percent was mechanically loaded. 
In 1951, the latest year for which figures are available, 45 percent of the total 
production was mechanically cleaned or washed. (Bureau of Mines, Mineral 
Market Report 2102) 
Wade levels 

There is an obvious relation between a continuity of supplies (which con- 
sumers desire) and w: ales. The following table compares earning levels 
for bituminous coal w ith Genie of crude petroleum and manufacturing. Figures 
indicate that the average hourly earnings of bituminous coal miners in recent 
years have exceeded those engaged in petroleum and natural gas production by 
some 10 to 15 persent, although on a weekly basis they have been running slightly 
lower than the oil industry because of lower working time 








iverage hourly and weekly earnings, 1935-52 


A verage hourly earnin Average weekly earnings 


Petroleum 





Bitu ou i natural | 4!! maoufaec-| pityminous | and natural | 4! manufac 
turlg turing 
gas 

1939 £0. R89 $0. 87 $0. 63 $23. 88 $24. 09 $23. 86 

1940 SS SS 66 24. 71 34. 03 25. 20 

104 24 1. 20 1. 02 52. 25 54. 24 44.39 

4s 4 lL. ¢ 1. 35 66, 68 54.14 

1949 4 I 1. 40 71.48 54. 92 

l 2. 01 1. 82 1. 47 73. 69 59. 3 

21 1. 96 1. 59 79. 76 64.71 

1952 2. 29 2. Of 1. 67 78. 32 85. 90 67. 97 

19 Febru 2 49 2.18 1.74 80. 93 88. 07 yas ba 
Source: Bure of I t 


Productivity 
Output per man-day has steadily risen from a figure of 4.5 tons in 1935 to the 
1Ohz figure of 7.35 tons 


Output per man-day 


Bituminous, tons 


y I 
Surface | Underground 
mines mines ! All mines 
1935 12. 01 4. 32 4. 50 
1940 15. 63 4. 86 5.19 
1945 15. 46 5.04 5. 78 
1948 15, 28 & 31 6. 26 
1949 15. 33 5. 42 6. 43 
150 15. 66 5. 75 6.77 
1951 16. 02 6.08 7. 04 
452 (preliminary (2 (2 7 35, 


Includes workers above ground at underground mines 


Source: U. S. Bureau of Min 
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Inasmuch as the working hours per day have shortened over the years, the 
roduction per man-hour, portal to portal, is also significant. 


Van-hour productivity 


11930 = 100) 
Underground Surface 
Year mines mines All mines 

19 100.0 100.0 100.0 
100. 2 106. 6 101.8 

i 112.9 98. 8 116.9 
115.6 96. 2 128. 2 

48 126. 6 99.9 144.2 
128.9 103. 1 148. 5 

preliminary) 142.2 117.5 155. 8 
preliminary 149. 2 116.9 157. 5 


Note.—Based on man-hours, portal to portal, by all employees except office workers 


Source: U. 8. Bureau of Mines 


Coal prices have held constant f. 0. b. mine 
Despite the shortened labor hours, higher wages and higher supply costs, the 
oal industry has made what it believes to be a remarkable achievement in 
ding the price line on coal. The long postwar rise in the wholesale price 
ndex in the United States was arrested for the first time in 1948 when prices 
enerally leveled off on a plateau. In that year, the average mine realization 
$4.99 a ton. In the ensuing years despite the impact of Korea on fuel 
prices, the average realization price on coal consistently remained below this 1948 


level: 

Mine realization 
1948 $4. 99 
149 - 4. 88 
1950 4.84 
1951 . £82 
152 ; das . 4.88 


Such nationwide stability in coal prices is explained by the large available 
supplies, the huge production capacity of the industry and the intense compe- 
tition between some 7,000 coal producers. 


Steps to remain competitive shouldn't go for nought 
The coal industry has exerted every effort to keep itself competitive with other 
i fuels, and it is believed that the progress made is of great credit to it. Before 
passing from this subject it should be pointed out that all of this progress goes 
for nought if unlimited quantities of residual oil are permitted to be imported 
into coal’s market on a dumped basis both as to price and volume. 


VII. VENEZUELA’S OBJECTIVES, ACCOMPLISHMENTS, AND PROBLEMS 


Many interests in these proceedings have stressed international trade between 
nations, the implication or charge being that coal’s efforts to halt its alarming 
| loss of output to imported residual will do damage to other nations, particularly 
Venezuela. Apparently, in all this hue and cry no one has biven pause to deter- 
mine what has been happening to coal. 

As everyone knows, this subject is largely one of degree. Coal with its own 
export markets, is no more against foreign trade than is the oil industry. The 
real problem is that of determining the extent to which the benefits to some are 
balanced by injuries to others. Also, there is the vital matter as to how tar the 
imported products may go in uneconomical price cutting in the interest of mutual 
trade, friendship between nations, ete. 

If one is to avoid a superficial treatment of this subject, some background on 
the economy of the oil-surplus countries, their objectives, their progress and 
accomplishments to date, and their attitude toward oil is indispensable. As 
Venezuela is currently the major supplier of oil imported into the United States 
(Mexico, the Middle East, and Canada are potential runners-up) and as most 
of the discussion of quotas is directed to the trade with Venezuela, the discussion 
to follow centers on this Nation. 
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Excellent material prepared by trained and experienced economic observer 
on the ground is available.” The information to follow is taken from thes 
sources 
Oil has brought great prosperity 

The British Board of Trade report finds agriculture the dusty base, oil thi 
jambs, iron to become the lintel of the Venezuelan economy (p. 1. To quote: 

“Recent years have brought great prosperity to Venezuela. The black benison 
of oil has enabled a substantial slice of the population, staffs, and employees of 
oil companies, oilfield workers, merchants, and purveyors, royalty owners, to 
enjoy an improved standard of living, and the ripples of prosperity have spread 
outward from the seeps and wells of Zulia and Anzvategui. The produce of 
Venezuelan soil and industry has been supplemented by the widest variety ot 
imports and fortunately the springs of prosperity are unlikely to dry up.” * * * 
“Venezuela now looks outward. She is bent on improving her mercantile rela 
tions, her shipping and air services, and her other links with the rest of the 
world” (p. 3). 

The gold backing of the currency in circulation is 146 percent. Gold reserves 
have been the highest in Latin America and at the end of 1949 were the third 
highest in the whole Western Hemisphere and eighth highest in the world. The 
population of the country is near 5 million. The national debt is negligible. 


No Government deficit in 50 years 


It would seem that the financial position of Venezuela would put most govern 
ments, including that of the United States, to shame. There has never been, 
since 1900 at least, a single year when the Government budgeted for a deficit. 
Furthermore, and what is equally surprising the Government has never budgeted 
for a surplus since 1935 (Board of Trade, p. 45.) Actually, large surpluses have 
been available in the last 7 vears, but additional appropriations made during 
the course of the year have balanced with income 

In short, the Government has “lived up to its income” as part of program of 
“sowing the oil.” Between 1943 and 1951, Government revenues have regularly 
exceeded budget estimates, the average excess being 28 percent. Some 60 percent 
of the Government revenues are derived directly or indirectly from oil exports 
( Venezuela—Up-to-Date, p. 4). 

Latin American countries in a terrific hurry 

Under the heading “The Boom That Never Burst” the Economist (London) 
points out that Venezuela is the only country in the world in which the United 
States dollar is virtually a soft currency It has no foreign debt, virtually 
no internal debt, perennially balanced budgets, and a gold reserve of some £120 
million. Caracas has 1 car for every 15 inhabitants. “* * * one cannot turn 
a corner (in Caracas) without seeing girders and scaffolding” (p. 4). 

Over the past 3 years the total subscribed capital of limited companies in 
Caracas has increased at the rate of £2,500,000 a month and employment has 
risen over 25 percent. Since the end of the yar, real wages are up over a third 
Shop windows are packed with goods and modern supermarkets are spreading 
in which one can buy everything the heart desires. As to the source of all this 
the Economist’s survey (London) finds “Venezuela is booming on a flood tide of 
oil.” Today its output is abreast of that of the whole Middle East. Between 
1945 and 1951 over 60 percent of the total gross value of all petroleum exports 
was paid into the country 

More than half of the t 
oil companies in the past 


al of over $3.4 billion brought into Venezuela by the 


7 years has passed into the national exchequer.” In 


*Venezvela—Up-To-Date, Venezuelan Embassy. Washington, Venezuela in the World 
Economy, Department of Commerce, Office of International Trade Data Book, Letin 
America, volume I, Department of State, Washington, June 1951. Venezuela, an Economic 
Survey, the Economist (London), June 28, 1952, appears as reprint in Venezuela-Up-To 
Date. September 1952. Venezuela, Chemical Bank & Trust Co., New York, pamphlet release 
No. SO, July 1952. Economic and commercial conditions in Venezuela, published for Board 
of Trade, London, February 1951: prepared by A. C. Mabe, First Secretary to His Majestv's 
Embassy at Caracas Also the Venezuelan Embassy in Washington made a\a'lable pub 
lished report on oil production and products in that country 

"The states takes its “handsome” share of the oil industry proceeds by four principal 
methods: Taxes under a hydrocarbons law (mainly a tax of one-sixth of the full value of 
the oil extracted), an income tax which takes at least 50 percent of the profits, ‘mport 
duties on supplies brought into Venezuela by the oil companies, and profits from the 
exchange control regulations The latter requires the oil companies to buy their bolivers 
it the rate of Bs3.09 to the dollar, while the dollars thus acquired by the Central Bank are 
then sold to Venezuelan importers at the rate of Bs3.35 to the dollar (Economist (London), 
Venezuela—Up-To-Date, p. 4) 
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i951, the national income was $426 per capita or some threefold that of 1936. 
In 1951, petroleum products brought in. 98.16 percent of all Venezuela’s earnings 

foreign exchange ( Venezuela—Up-To-Date, September 1952, p. 6) 
Venezuela's paradogr 

fhe Economist (London) points out that despite a favorable balance of pay 
ent, a fat gold reserve, a currency hard enough to cut through dollars and “air 
orne” revenues, Venezuela is not free from e onomic problems the most obvious 
eing its very dependence on oil exports, the value of which must fluctuate 
ccording to international conditions over which the country has no control 

The Government finds the only way to meet this danger is to “sow the petro- 
um,” i. e. use the wealth from oil to diversify the national economy through 
redits, grants, supplies, and technical assistance to industry and agriculture, and 
iriff protection against imports. The Economist finds, at first sight, that it is 
iestionable whether either industry or agriculture has responded to an extent 
mmensurate with the encouragement thus given it Between 1947 and 1951 
output of butter, biscuits, cigarettes, tinned milk, and soap fell off, and textiles, 
although benefiting by heavy protection and state investment, fell off by 50 
ercent (p. 6). But these are offset by a general economic background that 
has exceeded them (p. 6). Other output is up including cigarettes, soft drinks, 
and beer. 

Venezuela industry is geared on the one hand to the present intensive activity 
n construction and transport, and to the consumption demands of a people whose 
standards of life are rising rapidly from a low base. On the other hand, it is 
icutely restricted by lack of raw materials, heavy equipment, and trained men 
p. 17). The unbalance is represented by the fact that of the increase in indus 
trial production between 1945 and 1949 of some $30 million (Bs96 million) about 
9 percent” represented beer. The Economist (London) consoles itself that 
it is hot in Venezuela and the drinking of aguardiente has declined 


| cnezuela’s lush oil production and reserves 

The Economist points out that Venezuela exports more oil than any country 
in the world and, next to the United States, is the world’s largest produce 
15 percent of the world total in 1951, and the production is “still rising vigor 
ously” (p. 18). Its production about equals that of the entire Middle East (about 
14 percent below in 1951). The daily production has risen sharply from 1,191, 
{78 barrels per day in 1947 to 1,803,910 barrels in 1952," an increase of a little 
over 50 percent. 

The story as summarized by the Economist is: 

‘In May the average daily output was 1,844,407 barrels a day; the 1951 average 
was 1,704,643, while as recently as 1947 it was only 1,191,478. Yet in spite of this 
prolific production new reserves are still being found, and estimates of known 
reserves revised upward, on a scale greater than that of production; and in 1951 
known reserves stood at the record figure of 1,590 million cubic meters, against 
1.160 million in 1947. * * * and, since its deep cretaceous beds are still largely 
untapped, while the third of its oil-bearing basins * * * is scarcely even ex 
plored, there is ample evidence that the oil will continue to flow copiously for 
many years to come.” ™ 


The United States Government concerned with lack of balance 


As a Journal of Commerce (New York) writer points out (April 13, 1955) 
the South American Republics-——and it certainly would seem to apply to Vene 
zuela—are trying to accomplish overnight, if not a bit sooner, what it took 
the United States better than a century to achieve, i. e., the development of an 
economy providing self-sufficiency in the goods and services of modern living 
To quote: 

“They are convinced that industrialization, which in some countries is going 
ahead at a driving pace, is the only way to bring about the intensely desired 
social reform and the raising of living standards to levels comparable with 
our own, 


'P. 17, Bs56.7 + Bs96 (1947 prices). 

“ Monthly Bulletin of Petreleum Activities in Venezuela Ministry of Oil and Mines, Tech 
nical Office of Hydrocarbons. 

* See also Venezuela—Up-To-Date, September 1952 (p. 18) 

“With the 1951 reserves at 1,590 million cubic meters (p. 18) or 10,001 million barrels 
(at 6.29 barrels per cubic meter) current “inventories” of proved oil would last 16 years 
yn basis of 1951 production. 

















































1126 TRADE AGREEMENTS EXTENSION ACT OF 1953 


“The United States Government is officially sympathetic, realizing that the 
determination behind this drive is too strong to be challenged. But it isn’t 
so sure the whole thing makes sense. 

“They just won’t believe us when we say that the development of agricul 
ture is more important to South America right now than industrialization, 
says one high-ranking diplomat. Let’s face it: They’re dead set to industrialize 
and we've got to help them do it or lose every friend we've got down there * * 

“Most Latin American leaders are aware of this feeling on our part. Some 
of them, in relatively unguarded moments, will even admit we have something 
there. 

“But they, too, recognize the inevitable, although some of them are worried 
about it. The people of Latin America are demanding the better things of life 
right now, they contend, and it would be risking political upheaval to refuse 
to try to deliver.” 


The British see latent dangers implicit in Venezuela's oil prosperity 


The downturn in world conditions in 1949-50 when oil prices for a time 
fell by nearly 25 percent, jolted the Venezuelan economy, and caused widespread 
concern as to what would happen if petroleum should suffer a decline for any 
number of reasons. 

The British Board of Trade survey inquired into this question from several 
angles, concluding that the total world demand for petroleum products is 
inelastic and that a world oil surplus or world oil slump would produce in 
Venezuela a depression which would not be righted by a reduction in the price 
of Venezuelan oil or a devaluation of the bolivar. The demand for Venezuelan 
oil is held to depend on factors beyond that Government’s control such as 
whether the world is at peace or at war and whether there is a boom or a 
slump in world economy (p. 60). 

Under normal peacetime conditions, the British Board of Trade report points 
out, With oil supply in excess of demand, the demand as between the oil pre- 
duced in different countries is elastic (in the absence of binding long-term 
agreements and taking into account costs of transport, and so forth) so that 
a change in Persian or Saudi Arabian taxation standards for instance would 
have an immediate and important effect on the Venezuelan economy which is 
closely linked with the economy of countries which are either consumers or 
producers of oil. 

On the other hand, the present prosperity of the Venezuelan oil industry 
has its disadvantages for, like a boa constrictor, it can crush less powerful 
enterprises; the high level of wages in the oil industry not only draws labor 
from the land and other native enterprises but certainly pushes up prices, de- 
presses the standard of liying of the poorer paid workers in other walks of 
life, and creates social unrest.” 

The high level of petroleum exports means a rise in VeneZuela’s foreign ex- 
change, the placement of more money in circulation, inflationary pressures, in- 
creased official spending resulting from increased taxation yields from oil, all 
adding to the pressures. With the bolivar remaining strong, this lends to a vast 
increase of imports, with a resulting increase in the cost of production of Vene- 
zuelan goods and produce which remain high in times of a decline in world prices 
elsewhere such as occurred in 1948 and 1949. The export of any industrial prod- 
ucts whatsoever becomes impossible while the export of agricultural products 
such as co‘fee and cocoa are only attained with the help of export premiums made 
possible from oil revenues. Thus, there is a constant pull toward even less 
diversification of the economy. Staff studies of the International Monetary Fund 
indicate a worsening of the terms of trade of Latin-American countries, includ- 
ing Venezuela, which have large exports of fuels and minerals and large imports 
of foodstuffs and textiles. In 195 and 1951, after a brief respite, the terms 
of trade, according to the British Trade Report (p. 61), were again moving 
against Venezuela in view of her dependence on imported metal goods, cotton, 
wool, sugar, and other essentials. Nor has the situation helped to buttress up 
Venezuelan agriculture. ; 

Agricultural production has increased slightly since petroleum became so 
prosperous. Althotigh some basic foods have to be imported, recently imports 
of luxury and tinned goods have risen to a surprising level. In case of trouble, 
these foods could presumably be partly dispensed with. 

A very large percentage of the imports consist of materials for luxury hous- 
ing or ambitious public works, to which also is devoted a large part of the reve- 


*% British Board of Trade Survey, p. 60; Chemical Bank & Trust Co. Survey, p. 7- 
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ie derived from the taxation of the oil industry. Part of this program could 
be shelved temporarily without causing any actual economic disaster, the dis- 
placed labor being absorbed into agriculture. The demand for homegrown 
roduce presumably would rise, the British point out, when imports fell off. 

The gist of the foregoing is that Venezuelan economy has been pushed up to 
rtificially high limits at the expense of her own internal stability. 

teps taken to counteract the'dangers to Venezuela 

The Venezuelan Government has adopted a policy of investing the proceeds of 
oil taxation in the fostering of agriculture and the subsidy of industries. The 

jective of the expenditures in public works and industrial and agricultural 
enterprises is to diversify the economy and bring it into a state of greater 
alance. Thus the Venezuela Development Corp., formed in 1946 for this pur 
pose, conducts and sponsors investigations and studies of economic projects, con- 
tracts for the carrying out of development projects, grants loans to farmers and 
ndustrialists for factory expansion, formation of development banks, etc. Funds 
ame primarily from oil revenues. 

As a further step Venezuela has required that the oil companies sell their 

roducts at a loss in that country as a means of keeping down the cost of produc- 

ou of Venezuelan products (board of trade, p. 59). 

The Inter-American Development Commission in a report of June 1948 found 
hat at that time expansion has been made in the textile industries, vegetable oils 
and fats (which meet SO percent of the domestic needs), soap, canned, fish, 
cement, chemicals, and shoes. The production of the latter was planned to be in 
creased from 2 to 8 million pairs per year. Other industries increasing their 
production were cigarettes, sugar, beer, salt, butter, wines and liquors, candy 
and confectionery, drugs, ete. Also the Government had bought rice, lard, and 

izar at 20 percent below cost as a subsidy to the national consumers. The 
same report refers to some 20 to 25 percent of the income of the wageworker 
is being spent in gambling and lotteries. 

Venezuela’s recourse to customs duties and imposition of quotas 

Venezuela has herself had recourse to quotas. Many industries in Venezuela 
which had grown up during the war were hard hit by the fall in the price of 
mports in 1950. According to the British report, the collapse for some was 
averted by the raising of customs duties or the imposition of quotas on imports 
(board of trade, p. 59). 

In the matter of trade restrictions the Department of Commerce, Office of 
International Trade, finds (Venezuela in the World Economy) : 

“Venezuelan commercial policy in recent years has followed a general trend 
toward providing maximum encouragement to domestic agriculture and indus 
try. * * * a large proportion of essential goods are imported duty-free and in 
addition products required for national development may be exonerated from 
duty under certain circumstances. Jn contrast with this liberal treatment for 
essential and noncompetitive goods, Venezuela imposes very high duties on 
products similar to those domestieally produced.” [Italics added.] 

The Department of Commerce further finds that before World War II import 
duties accounted for about 40 percent of all national revenue. Since the war 
they have declined in relative importance and currently account for only about 
20 percent. This proportionate decline was due in part to the growth in pro 
tectionism; although the importation of duty-free goods continued, the importa 
tion of dutiable goods has tended to be further impeded. 

In addition to import duties Venezuela imposes numerous other types of trade 
coutrols. On the import side they include import licensing requirements, import 
quotas, regulations requiring the purchase of specified amounts of local products 
for each unit imported, import prohibitions, etc. Beginning about 1944, Vene 
zuela undertook to reduce the duty on a variety of industrial raw materials and 
noncompetitive goods, including the reduction or suspension of duties on some 
food products. However, since about 1950, according to the Office of Interna- 
tional Trade, the policy of relaxing import restrictions on food products has been 
greatly modified. Several of the special low duty rates, particularly on foods, 
have been discontinued, and in some cases tariffs have been increased in line 
With the Government's policy of promoting increased production of domestic 
agricultural and industrial products. 

To cite further, commodities subject to import quotas in 1951 were as follows: 
Cattle hides, poultry, crackers, cotton textiles, tires and tubes, and hog lard. 

The cattle hides quota, amounting to 220,000 pounds, was allowed to expire at 
the close of the quota year on October 31, 1951, and no further imports were 
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perinitted until adoption of a new quota of 154,000 pounds for the 12-month period 
beginning April 3, 1952. Imports of automobile and truck tires and tubes hav: 
been limited since 1949 to imports of 140,000 tires and 105,000 tubes during the 
quota year ending October 31. During 1951 a new highly restrictive quota o; 
poultry was made subject to allocations based on previous imports. The cracker 
quota for 1951 was 1.3 million pounds. In 1952, however, this quota was increased 
to permit imports of 0.9 million pounds during the first 6 months. Cotton textil: 
imports previously limited to 5.7 million pounds were granted an increased quot: 
of 11.0 million pounds in 1951. During the second half of the year this quota was 
further increased to 11.2 million pounds. However, in 1952 it was set at 6.465 
million pounds, of which 5.0 millions were allocated to importers and 1.6 mi 
lions allocated to the local clothing industry. Hog lard imports in 1951 wer: 
limited to 9.9 million pounds 

Commerce points out that, as a means of protecting domestic producers of 
certain products most effectively, the Government has assumed sole responsibility 
for imports of these products. Effective July 1, 1951, all licenses for importatior 
of polished rice were suspended, leaving the Agricultural and Cattle Bank, a: 
agency of the Ministry of Agriculture, as the only eligible importer. The bank is 
also sole importer of sugar. Under agreement with the refiners, who wish t 
obtain raw sugar to keep their equipment busy after the local crop has bee 
refined, the bank is committed to import 70 percent of total requirements in the 
form of raw sugar. Products which are subject to a Government monopoly in 
their manufacture and distribution are also limited to Government importation 
In this group are cigarette paper, matches, and salt. 

It is quite evident that Venezuela herself, as part of her plan to become in 
creasingly self-sufficient, has resorted to many measures to protect her home 
industry from undue foreign competition, including the use of quotas. 

Steps that might be taken to reduce instability 

The British Board of Trade report takes note of the suggestion advanced that 
money should be set aside in good years in Venezuela to finance public works 
if a depression comes along. However, apart from the creation of a small public 
works fund, no such action has been taken. This position is apparently based on 
the argument that, since the cause of any petroleum depression would be outside 
the territory and control of Venezuela, any such measures would be certain to 
fail, and a public-works and investment program would only serve to delay the 
necessary readjustment of prices and costs in the Venezuelan oil industry. 

The policy which Venezuela apparently now follows is to spend as much as 
possible in times of prosperity on building up other industries and agriculture 
assisted by export premiums, import quotas, and tariffs in order to minimize th 
effect of the slump if and when it comes. 

As explained more fully: 

“Economically, Venezuela cannot but be to some extent at the mercy of forces 
over which she has little control. The prices of her principal products—petro 
leum, cocoa, and coffee—are world prices in the determining of which Vene 
zuelan cost of production, level of supply, and internal demand have little in 
fluence. Nor is it she who determines the price of the goods she imports. For al 
her wealth, she is a comparatively small consumer in the framework of world 
demand. Thus the fall in world prices of crude oil in 1949 and early 1950 caused 
the beginning of an economic recession, righted when the market stiffened in 
midyear” (p Dn). 


Venezuela superbly situated for access to world markets 


The Economist (London) finds Venezuela with a distinct transportation ad 
vantage over both the gulf coast on hauls to the North Atlantic ports and the 
Middle East on hauls to Europe. To quote: 

“Geographically, Venezuela is superbly situated for access to world markets.” 

Tanker hauls from its ports to Hurepe are only half as long as hauls to Europe 
from the Persian Gulf: and hauls to United States east coast ports are actually 
shorter from Venezuela than from Texas. With the completion of the Middle 
East pipelines, the oil than can avail itself of these facilities, will compete on 
equal terms (costwise) with Venezuelan oil in Europe. However, here the prob 
lem of unequal transportation charges on oil moving into a common Enropean 
market has caused the all-water rates to continue to apply.” 


“The International Petroleum Cartel, staff report to the Federal Trade Commission 
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rvezuclan Government views foreign oil industry as national 


Che attitude of Venzuela toward its oil industry is of obvious interest in con- 
ction with the implementation of United States policies and Venezuelan co- 

operation with such policies on either a Federal, State, or industry level. 

According to the Economist the fact that the oil industry has been able to 

ke so many contributions to the Venezuelan economy without losing its ubility 

produce oil at an economic price is due, not only to skillful management, but 
ts harmonious relations with the Government. To quote: 

* while the Government's first concern has naturally been to turn the 
oductiveness of the industry to the advantage of the whole country, no Venez 
an administration has lost sight of the hard fact that the golden goose is a 
i to be squeezed but not decapitated.” [Italics added.] 

Dr. Gustova Thery Fombona, Chief of the Technical Bureau of Hydrocarbons 

1 a delegate to the 1952 Venezuelan Treaty Mission in Washington, echoed 

»same theme (but less bluntly) in a talk before officials of the United States 
etroleum Administration for Defense. Placing the maximization of profits and 

nezuela’s own national interests in the foreground he states : ™ 

“We believe that the Nation and the private concerns which develop the oil 
sources are partners in the same business, and therefore, have a common 
nterest in getting the greatest possible profits, which the nation shares on an 
jual basis; we believe, however, that foreign capital which comes to the coun 
ry to develop our oil resources has to take account, primarily, the national 
terest.” [Italics added. ] 

The strength ©f the Government’s domination over the foreign-owned Vene 
ielan oil industry is brought out further by Dr. Fombona’s quotation from a 
eport prepared for the United Nations Economic Commission for Latin America 

ts 1951 sessions in Mexico. 

We are thus again forced to the conclusion that in spite of the fact that it 
perates with foreign capital, the oil industry is national, not only in a geo- 

graphical sense, but also by virtue of its economic effects on the country.” 

Italics added. ] 

From the above, it might appear that in the matter of production cutbacks, 

jluntary quotas and the like, the privately owned oil companies may not be 
tirely free agents. In any event, it is far from clear that there can be any 
mutuality of interest’? between petroleum production in Venezuela and the 
omestic-fuel industry of the United States, certainly at least where coal is 

concerned, 
Capital is made at home 

In a fine series of lectures in the matter of capital accumulation in under 

eveloped countries, Prof. Ragnar Nurkse, of Columbia University, points out 
that saving the increments of production (rather than consuming them) is the 
typical way capital formation has taken place in the past.” 

Improvements arising from foreign trade do not add to the capital goods 
essential to higher production and increased standards of living) unless volun- 
ary or forced savings (taxation) are present. But there are presumably no 

bounds to a country’s capacity and willingness to absorb foreign aid in the form 
of current consumption.” 

People see the high standards of living in other countries and want them 
too thereby adding to the hardship of foregoing increased consumption in order 
that capital may be formed. There is need of a tight reign on the national 
propensity to consume to direct funds into captal goods. 

There is no doubt that Venezuela is fully aware of the problem, but unless 
iustere measures are followed which would be extremely unpopular, enormous 
eikages of funds toward consumption channels are bound to incur. This is 

dicated by the very sizable proportion of the Venezuelan imports that would 
sually be considered of a noncapital classification. Also, some of the capital 
vestment, according to some British observers, is on the lavish side. Be that 
sit may, Venezuela may be doing the best that any country could do under the 
ircumstances. The point is only raised here in response to the criticism of 
ome that coal’s proposed measures (with which it seeks its own salvation) will 


7 Venezuela-Up-To-Date, Embassy, Washington, D. C., September 1952, p. 11 
‘Thid.. pp. 58-59. The Philippine aid program of World War II of some $2 billion was 
Published by the Bank of Cairo, 1952. 
Ibid., pp. 58-59. The Philippine aid program of World War II of some $2 billion was 
ewed as a failure from the standpoint of laying foundations for durable economic progress 
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retard the economic development of Venezuela. If some of the criticisms of 
Venezuela's spending program are true, a dollar taken away from the home-co; 
industry, may be doing substantially less than a full dolar’s work in Venezue 


Brunt of the revised-trade agreement with Venezuela falls on coal 

Referring again to the supplementary trade agreement with Venezuela (eff; 
tive October 1952), the President’s message to Congress of August 29, 1952, list: 
important items receiving new or or improved duty concessions, widely distri! 
uted throughout the economy: apples, pears, dried vegetables, wheat flour, wrap 
ping paper, glass products, galvanized iron sheets, enameled iron and ste 
manufactures, builders’ hardware, unassembled trucks and passenger cars, radio 
and television receivers, automatic refrigerators, office machinery, electric motors. 
pumps, numerous types of industrial machinery, generators, transformers, et 


According to the President’s message, the agreement included: 
“a * * 








products of interest to practically every important group of Unite: 
States exporters a [Italics added. ] 

On the other hand, the concessions granted by the United States to Venezne 
in return were limited practically entirely to heavy crude oil under 25° APT 
nnd residual fuel oil plus the binding of the existing duty-free entry of iron or: 
As the free importation of iron ore to the United States can hardly be called ; 
burden to American industry, the brunt of the trade with Venezuela falls o 


domestic coal which is the fuel primarily competitive with the imported heavy 


oil 

Even as to the low-gravity crudes, the message went on to point out that 
domestic oil markets would not be disturbed : 

‘Only the asphalt crudes, some of the topped crude and the residual fuel « 
will pay the lower excise tax. Generally, imports of these heavier crude oils 
sell in markets different from those in which domestic low-gravity oils sell.” 

In an address of last October, the Chief of the State Department's Petroleum 
Policy Staff” stated that these concessions granted Venezuela on heavy crudes 
and residual fuel oil were made only when it became evident that it represented 

* * * the only possible way of concluding an agreement,” and added: 

[I * * * ask you to bear in mind that the reduction to 54% cents per barre! 
vas made only on those products which compete least with our own oil 
resources.” 

The foregoing helps make clear coal’s deep sense of need for something more 
substantive than flexible trade agreements or tariffs. Any “shielding of the 
domestic fuel industry” now apparently goes only to oil. 

Conclusion 

The purpose of chapter VII has been to provide some perspective as to the 
size and scope of Venezuela’s economic program, achievements, problems, and, 
along with the rest, her potential instability. 

Much of the burden of her oil exports to the United States fall on coal’s 
markets, as has already been made amply clear. Though the coal industry likes 
to feel that its shoulders are broad, yet it has good reason to fear the Sinbad the 
Sailor situation whereby its vital markets are increasingly strangled by the 
spiraling climb of Venezuela’s boom and the oil upon which the boom rests. | 

As long as residual fuel oil imports are unlimited and as long as Venezuela 
continues to gear her production of petroleum products toward coal’s competitive 
markets rather than the higher refined products, she makes coal scarcely less 
vulnerable to world oil economic shocks than she herself is. This is a situation 
which the foreign oil, by voluntary action, has largely shielded its own home 
markets in the United States. 

Coal’s only recourse for similar protection is to ask for relief through a quota, 
a form of protection of which Venezuela herself has made ample use. 


VIII. INTERNATIONAL TRADE 


The data set down in the preceding section (VII) indicates that Venezuela 
drives a bargain in her international dealings which is every whit as hard as 
her currency. It is now time to take a look at the potential effect which a 
5-percent quota on residual fuel-oil imports might have on the trade between 
Venezuela and the United States. Quantitatively, the 5-percent quota on residual 
fuel-oil imports would exclude about 101 million barrels with a value (at Vene- 
zuela) of $169 million.” 


“ Department of State Press Release No. 828, October 22, 1952. 
*" Appendix, table 18 
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lo provide some perspective, I have shown in table 11 the trend in Venezuelan 
tal oil exports since 1946. 


Increases in Venezuelan oil exports approach $200 million a year 


TABLE 11.—Value of total erports of oil, 1946—51 


Year Exports Increase Year Exports Increase 

Millions Millions Millions Millions 
$485 1949 S24 $143 
if 665 $180 1050 1, 123 197 
{8 1, 069 404 1951 1, 317 194 


Balance of Payments Yearbook, vol. 4, 1950-51, International Monetary Fund, Washington, D. C 


The figures show that the annual average growth of Venezuela’s exports in 
world markets (excepting the recession year 1949) have consistently exceeded, 
a substantial margin, the maximum possible dollar effect of the 5-percent 
iota on residual fuel oil. Any failure to dispose of this oil on world markets 
uld thus be quickly absorbed by annual growth. 
Now let us turn to the increases in the world production of crude oil and 
roducts. Such figures are of interest in broadly portraying the annual growth 
f world demand and world markets. 


TABLE 12.—World production of crude 


{Millions of barrels 


south 
Year Bical ; Venezuela or , Asia rotal 
Caribbean 
pAC 1, 791 388 467 271 2,745 
M47 1, 921 135 518 338 3, 022 
1O48 2 091 190) 7 {R0 3, 433 
viv 1, 924 482 ‘Ot 3, 398 
1950 2 073 547 663 3, 796 
51 2, 370 622 728 4, 283 
a oe 2, 432 660 TRE 4 48) 
Average annual increase 107 45 86 289 





U. 8. Bureau of Mines, preprint to Minerals Yearbook and World Petroleum Statistics 
In 1952 United States production, 94 percent of total. 
Figures comparable except for regrouping of Egypt and U. 8. S. R. (Sakhalin only), small production. 


Table 12 shows world demand for petroleum products to be rising at an average 
rate of 289 million barrels (as approximately measured in crude output) and, 

the case of Venezuela, at 45 million barrels per year 

Two factors here stand out. First, the quantity of residual oil involved in the 
o-percent quota (100 million barrels) can be absorbed by the average rising world 
demand in some 4 months’ time; if not as residual, then certainly as some other 
petroleum product. Such absorption is something which certainly appears 
within the capacity of the closely knit complex of international oil companies 
which control Venezuela’s production and most world oil markets, to solve.* 

Second, and more important, if residual imports to the United States are to 
pace rising world crude petroleum, or even the rising South American crude pro 
duction, the present impact on the coal industry is as nothing compared to things 
to come; that is, if Venezuela goes on matching the world’s rate of crude oil 
production as she has for some 6 years now, and turning 2 barrels out of every 
8 into residual when the world wants less than 1 barrel. 


World demand for products 
With a crude capable, by mild cracking, of yielding but 40 percent residual,” 


“For description of world market controls see the International Petroleum Cartel, staff 
report to Federal Trade Commission, August 1952. 
“ See prior reference to report of Venezuelan Ministry of Mines and Hydrocarbons 
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what products has Venezuela been placing on the world markets and how 4d 
they compare with the demand? 

Table 13 shows the increase in the free world demand between 1950 and 1951 
such increase by products being indicative of the nature of the market. 


TABLE 13.—Rise in demand for products 1950-51 and percent 


{Million barrels] 


Motor fi 
Residual Distillates kerosene, 
Region and int lubricating 
Barrels Percent) Barrels! Percent) Barrels | Per 
United States ll 2.0 54 13.8 105 
Cc via 6 15. 1 15.3 7 
Other 7.1 ) 25. 1 } 
otal North American and Carribbean 21 3.2 63 14.4 118 ' 
Venezuela 2 29. 2 l 17.9 2 22 
Other 5 9.2 3 23.5 y 
rotal South America 8 11.6 4 22. 1 ll Is 
Western Europé 40 30.0 18 21.9 19 
Middle East } 14. 1 2 56. 2 4 4 
Other Asia ll 44.4 3 23.5 8 2 
Africa 7 25. 0 2 16. 5 5 ® 
Oc ia l 8.0 2 12.8 2 
rotal above 92 9.6 93 16. 2 167 i 
NOTE Figures may not add because of rounding 
ir U. 8. Bureau of Mines, World Petroleum Statistics 


To interpret table 13, what the free world asked for in the way of additional 
petroleum products to meet its Korean and other needs (1951 over 1950) was 26 
percent residual and 74 percent motor fuel, kerosene, and distillates, including 
diesel fuel. This is set out below: 


Barrels Percent 


Millions 

, kerosene, and lubricating oils 167 18 
93 

92 





Total 352 104 


What the free world got from Venezuela and the Netherlands Antilles was 74 
percent residual fuel oil and 26 percent motor fuel, kerosene, and distillates. 
This too, is set out below: 


Barrels Percent 
Millions 
Motor fuel, kerosene, and lubricating oils g 13 
Distillates 8 13 
Residual 44 74 
Total 59 100 


Source: U.S. Bureau of Mines World Petroleum Statistics. 
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Two things here stand out. The rise of world residual demand of 92 million 
barrels (11 million in the United States) was substantial and even above the 
average annual rate of growth, indicates substantial market opportunities, 
especially in western Europe. 

Secondly, as a practical matter of world trade, the Venezuelan and Netherlands 
West Indies refinery production is badly out of balance with present-day oil 
demands. As between adjusting the refinery output and working serious injury 
0 the United States coal industry, railroads, and labor, the former would seem 
to be the more desirable. 

Venezuela will take her oil elsewhere 

Dr. Carlos Mendoza, president of Banco Central (Federal Reserve System of 
Venezuela), states that if Venezuela cannot export as much oil to the United 
States she will export it elsewhere, and take her exhange, now mainly in dollars, 
in other currencies.“ There is no danger in doing this, he states, because the 
Venezuelan bolivar is probably the hardest monetary unit in the world today 
with the possible exception of the Swiss franc. Also by the natural laws of 
international trade, Venezuela would buy less from the United States and more 

rom other countries if her United States sales were reduced. 

It is of interest here that the total exports by Venezuela to the United States 
in 1951 of $323.6 million (Department of Commerce) amounted to but 23.7 
percent of the total 1951 exports of Venezuela to all countries, $1,363 million.” 
Yet Venezuela’s imports from the United States of $456 million in 1951 (Depart- 
ment of Commerce) constituted 65 percent of her total imports of $706 million.” 
They were correspondingly high in 1952. 

The only plausible explanation here is that whereas Venezuela has been suc- 
cessful in selling her products for lollars in many world markets outside the 
United States, she seems to prefer American goods when she comes to buy. Of 
course, if she sells to soft-currency countries without dollar exchange, this would 
no longer be possible. However, for those who advocate free trade princples, 
there should be no objection in her doing this. 

Of interest here is Argentina’s offer to purchase the oil. In a news release 
of April 24, 1953, the Journal of Commerce (New York) states: 

“Argentine Ambassador Maj. Carlos Domingueb said Argentina is ready to 
buy more Venezuelan petroleum if the United States restricts its oil imports. 

“He said Argentina might be in position to purchase a great part, if not all, 
of the Venezuelan oil which would be rejected by the United States under import 
restriction bills now pending in Congress. He said on instructions from his 
Government, he is ready to begin important conversations with the Venezuelan 
Government to increase commercial and cultural relations beween the two 
countries.” 

The substance of the matter would appear to be that crude petroleum and 
petroleum products are probably very much like wheat on the world markets. 
If one particular source of sales is cut off, the seller immediately affected does 
not go out of business. Rather his supplies are merged with world supplies and 
the lost sales thereby largely shared with all the world suppliers. Venezuela 
should here be favorably situated. The two major international oil companies, 
which largely control Venezuela’s output, are among the leaders in the closely 
knit group of seven international oil companies which exercise major control 
over world oil reserves, production, transportation, distribution, and markets.” 
Furthermore, distances from Venezuela to the major world markets are com- 
paratively favorable. 

Concern for American industry 

Perhaps the real concern here is not with Venezuela but the health of our own 
American industry, our steel mills, automobile plants, cement plants, electrical 
industry, food processors, etc. 

The Venezuelan Chamber of Commerce in communications to United States 
industries asking them to protest quotas on oil does not stress so much the loss 

of business to Venezuela, but rather the injury such quotas might do to American 
companies now exporting to Venezuela. (See appendix.) 


“ New York Herald Tribune, Monday, April 13, 1953, p. 50 

*® Balance of Payments Yearbook, 1952, International Monetary Fund 

Id 

“ The International Petroleum Cartel Staff Report, Federal Trade Commission, August 
1952 
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The Honorable Walter Bedell Smith, Under Secretary of State, also places 
quite some stress on the effect of Venezuelan oil exports on our home industry 
To quote: “ 

“To our friends in Venezuela oil exports to the United States spell dollars 
that are spent on purchases in the United States. The purchases are very im 
portant to the Venezuelans, and incidentally, quite important to us. For instance 
Venezuela bought from us in 1952 over $200 millien worth of machinery and 


vehicles, and about $78 million worth of metals and manufactured products 
They also buy other items in substantial quantities—foodstuffs, textile fibers 
and chemicals. The full list is long. Their purchases in 1952 totaled about 


a half-billion dollars 
“The Venezuelans earn this half-billion almost entirely from oil operations 
In fact, Venezuela buys in nearly every one of the 48 States. All of us, in 
other words, benefited in some fashion or other.” 


Sacrifices should be equitably distributed 


Mr. Smith added that American business has responded to demands on it wit! 
unselfishness and devotion 

There are limits to the burdens industries are willing to assume (even when 
capable of them) if they are imposed with the grossest inequalities. State De 
partment releases make no mention of the enormous losses coal has taken ir 
recent years or of the type of competition foreign oil forces upon it, nor does it 
give any recognition to the preferential and protective treatment oil has received 
in the domestic markets, whereas coal has been largely left to fend for itself as 
best it can in the face of foreign oil inroads. 

Effect of the 5 percent residual quota onthe United States 

From what has been said, it would appear that the effect of the proposed 5 
percent quota on exports by American firms to Veneznela would be small. 

lirst, there is every reason to believe that the reduction in residual shipments 
to the United States will quickly be absorbed by sales to other nations and the 
steady annual growth of world oil consumption. A shift in refinery yields ap 
parently would accelerate this 

Secondly, Venezuela, as previously indicated, now obtains the preponderance 
of her foreign exchange from sales of her petroleum, petroleum products, etc., 
to other nations, yet confines the purchase of two-thirds of her purchases to the 
United States. Even her Scotch whisky, a favorite drink in Venezuela, is pri 
marily reshipped through the United States. 

Better commercial service has been given as a partial reason. Preference for 
American goods and price is no doubt another. United States global purchases 
(and to some extent ‘“‘aid’) have provided other nations with the dollars with 
which to buy Venezuelan petroleum products and this in turn provides Venezuela 
with the dollars to buy here All factors considered, there does not seem to be 
any reason to believe that the 5 percent quota on residual will appreciably affect 
this country’s sales to Venezuela. 

In any event, the maximum amount here involved of $169 million represents 
substantially less than one-tenth of 1 percent of this Nation’s gross national 
product currently running at some $350 billion annually. 


The coal and rail industries and their employees also buy on the home market 


So far the argument has ignored the fact that coal companies themselves 
buy supplies, that coal miners, too, buy food and housing and motorcars, and 
the same thing may be said of several big railroads which lean very heavily 
on coal. It is safe to say that for every dollar spent on the purchase of coal 
on the east coast, more cents remain in the American economy than is the case 
for a dollar spent on oil in Venezuela. 

From a theoretical standpoint, a dollar spent for coal on the east coast is 
actually a dollar better spent insofar as the United States economy is concerned, 
than one spent for foreign oil as the doctrine of “comparative advantages” 
favors coal. There are no advantages, even theoretical, to turning large coal 
areas of Pennsylvania, West Virginia, and eastern Kentucky hack to the wilder- 
ness and reorienting the local population to a livelihood in Detroit. 


f ‘Yonelusion 


From the facts T have reviewed, there is no reason to believe that the quota 
of 5 percent on residual fuel-oil imports which coal proposes, will have any 


* Address, April 27, 1953, release No. 214. 
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significant effect on the disposition of Venezuela’s petroleum. At the worst, 
might require a better adjustment of South American refinery production 
world oil demands which in the end should improve Venezuela’s already 
strong trade position. 

rhe hurt done to the American industry by the residual oil imports largely 

mes to rest on the domestic-coal industry, although the downgrading now 
forced on domestic oil certainly works injury on this industry, It also forces 
i maladjustment of prices to many classes of oil consumers. 

In the plea of the State Department for the retention of unlimited imports 
of residual fuel oil, there is no evidence of anything but a very superficial 
weighing of all the facts and circumstances, particularly as they bear on coal 
There has been gross inequity as between coal and oil, in the exposure of the 
markets of each to the impact of foreign-oil imports. 

Residual-oil imports can only continue by the uneconomic downgrading of 
foreign crude oil. This is no foundation upon which to justify the strangulation 
of coal in its vital east-coast markets. 





APPENDIX 


TABLE 1 Postwar economic effects of foreign residual oil imports, 19 
Residual import B 
x car Barrels of oil (000) va SPT ‘oi ‘ 
QU0 , 
V ‘ 
t 
Amount |Cumulstiv Amount Cun t \ t ( 
2 ( i ( 4) (¢ | 
44, 647 44, 647 10,714 ( { $3. 44 £26, RHE ‘ aa 
54, 244 98, 891 13, O18 23, 742 4. 1 ' 








18 53, 2 152, 160 12, 784 6, 516 1 O9 63, 792 
49 74, 55A 226, 715 17, 892 4 408 $+ XK 87.3 242 ‘ 
120, 0386 46, 751 o™% S06 N3. 214 } 4 S 
l 114, 166 $65, 917 28, 5US l R12 + YL ‘0.7 ) 
452 128, 510 594, 427 30), 840 2 2 1.88 44s S 
Man-day lo Miners wage loss 
cA los ”) te "| 
Year Aggregate On A verace deils Aggrega 4 
i \ 
rons per vars 
i ow a Cumula . A un 
! ) 0 1 
4 Hh, 20 l 1 $1.40 ( ‘ 0 ‘ 
147 6. 42 ? (2K 729 } *, OO 65s 
+48 6. 2¢ » 042 5, 771 10 08s tit 
44 783 s 4 } 2 43 2 19, S&S 
l ) 4, 255 12. 809 ) s ‘ 420 SN Is 
l 7. 00 4 ORS 16, 804 21 s 22: "“y 
2 7 4, 106 21, 090 y 18 76.87 40) 


1 Based on 4.167 barrels of residual oil ton of bituminous il, Bituminous Coal Ant 
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TABLE 1. 


Percent of 
coal carried 
by rail of 
production 


transported 


2 Rati 
ment, Jan 


(percent 
14, 1953 


Costs 


C 


Tons lo 


Amount 


9, 321 
11, 195 
10, 918 
14, 976 
23, 880 
3. 736 


597 


Revenuc 


Amount 


AGREEMENTS EXTENSION ACT 


ontinued 


Freight revenue loss 


st (000) 


|} Revenue 
per ton 
Cumulative | 


(18) 


9, 321 
20, 516 
31, 434 
46, 410 
70, 290 
94, 02t 

119, 623 


OF 1953 


Postwar economic effects of foreign residual oil imports, 19 46-52 


Revenue loss (000) 


Amount 


(17 (19) Cumulative 


(20) (21) 
$21, 159 

27, 876 
915 
928 
789 


$21, 159 
49, 035 
78, 950 

123, 878 

197, 667 


a, 
29 


44, 
73, 
. 006 


7 272, 673 


85, 750 358, 423 


Railroad wage loss 


loss (000 
Percent 


Wage loss (000) 


com pensation 


of operation 


Cumulative revenues 


54.7 
50. 1 
49. ; 


48.5 
50.8 


* 50.4 


of total compensation to total operating revenues (class I roads) 
In 1950 for each dollar of revenue from bituminous coal, 71 cents went for out-of-pocket 
wages and other costs) while for all commodities this figure was 64 cents per dollar of revenue. 


Amount 


(22) X (24) Cumulative 


(25) (26) 

$11, 574 $11, 57 
13, 966 25, 540 
14, 748 40, 288 
23, 138 63, 426 
35, 788 99, 214 
38, 103 137, 317 
43, 218 180, 535 


ICC Monthly Com- 


This 


indicates that the ratio of compensation to revenue for bituminois coal is not far different than that for all 


traffic generally 
when using the overall average. 


January to Oct »ber 1952. 


Source: Columns (2), (6 


Colun 


and (9), 


( 8 


Institute, basic figures from Bureau of Mines. 


diviied Ly tons criginated. 


TABLE 2. 


Month 


January 
February 
March 

A pril 
May 

June 

July 
August 
Septem ber 
October 
November 


December 


Total 


| Preliminary. 


Source: U. 8S. Bureau of Mines 


Bureau of Mines. 
n (16), Bituminous Coal Annual, 1952, p. 108 and proposed table for 1953 annual, Bituminous Coal 
total bituminous coal] freight revenue 


Column (12 


Column (19), ICC, 


—United States monthly production of bituminous coal, 1946 


[Thousands of net tons] 


1947 19 


60, 113 
52, 420 
56, 499 
42,015 
57, 506 
48, 323 
40, 647 
51, 822 
53, 369 

166 


53 492 


57 


3, 677 


2, 679 


48 1949 


, 160 
, 880 
693 
407 
144 


49, 
46, 
33, 
47, 
48, 
35 


oo 
“i, 


37, 
19, 
10. 
45 
36, 


O11 
490 
991 
633 
039 
680 
228 
914 
965 


, 025 
, 293 


, 936 
, 239 
, 385 


, 518 437, 


If anything, the compensation per dollar of bituminous coal revenue may be understated 


), Bureau of Labor Statistics. 


53 


1952 1953 ! 


49, 930 39, 255 
43, 738 33, 920 
40, YOR 34, 825 
39, 100 
36, 462 
31, 437 





TRADE AGREEMENTS EXTENSION ACT OF 1953 


TABLE 3.—Production of bituminous coal in Pennsylvania, 1946 


[Thousands of net tons] 
1948 1949 


2, 434 10 
Ys9 10 
162 7 
64 10, 5 

3, 005 10. 
672 7 


718 5 

- 79 - 

nber y 2 2, 132 
her 5, THK . 180 
09 

iber , 357 2 455 


rotal 


liminary 


ree: U. 8. Bureau of Mines. 


rAB —West Virginia monthly production of bituminous coal, 


(Thousands of net tons] 
Month 946 7 1948 1949 


15, 657 3, , 20% 14, 563 

13, 680 2,6 ,6 10, 903 

8, 576 55 , HVE 13, 668 

9, 402 , 656 3, 675 3, 155 

063 5, 3, , 146 

, 613 , 72 2, 99% 3, 799 

\ , 159 

ist ‘ 0, O77 5, 56 10, 650 4, 56 5, 099 

tem ber \ 4,4 5, 5% 5, 199 d j 3, 327 
ber , 64L 5, § 5, 1, 040 , 6: 5, 761 

ember Ri 5, O1; 11, 606 2, 50% 767 
ember , 61 15, 039 4, 18: 9, 904 3, 02% 2, 963 


Total , 02 176, 157 168, 862 122, 610 , 116 163, 310 


reliminary. 


yurce: U. 8S. Bureau of Mines. 


‘BLE 5.—Monthly carloadings'* at bituminous coal mines in the United 
1946-53 


| Thousands] 


Month 1947 1948 


906 976 

837 851 

946 917 

59 6382 

329 933 

842 734 

855 660 

ust 911 S41 
nber 865 866 
tober 957 047 
nber 624 871 
ember 728 906 


Total.... 8,860 | 10, 234 
lotals are actual figures. Monthly figures computed by dividing monthly tonnage by 


r car for the year. 
? Preliminary. 


Note.—Unit 2 eg may not add to totals because of rounding 


Source: Basic data from the U. 8. Bureau of Mines 


1953 


11, 016 
9, 135 


States, 
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PARLE 6 Carloadings* at bituminous coal mines in Pennsylvania, 1946-53 


Thousands of ears 





























Mont ) ) 48 1949 1950 1951 O52 195 
! 1 11 l 
127 ) 102 10 
‘ x 7 110 10 
\ Us A 
M 164 ] 1 
) » lf 22 l 
l ( SY il 
1% 10 vt 
} } Qj 
SN 178 lf 1°64 11é 
hor ) 134 y no wT 7 
s 145 s 115 97 Or 
658 0) 1, 698 OSS 1, 243 1, 231 l ) 
Computed Based on ra I t ily and an average of 51 tons of al per car 
Preli 4 
NOTE I t 4 rou 
ree t I 1 ~ I r } {M 
TABLE 7 Vonthly carloadings’* at bituminous coal mines in West Virginia, 
1946-53 
{Thousand 
M th 194 1947 1948 1949 1950 1951 1952 ? 1953 
January 25t 28 282 242 15 260 
I ruary 238 246 246 20 195 
March 26 274 154 157 262 244 
Ap 7 21% 169 26 244 235 
May 289 2 244 
am 263 1Y: 232 
uly 2 26 l 182 199 
August 272 28 191 2 
September - 257 ) 245 
October 262 284 19 261 
Novem ber Isl 2t 208 223 
December 208 268 178 232 
rotal 2 143 3, O41 2, 202 2, 570 2, 916 
Computed Based it pments only and an average of 52 tons of coal per car. 
Preliminary. 
NOTE Unit figures may not add to totals because of rounding 


Source: Basic data from U. 8. Bureau of Mine 


TABLE 8.—Man-daus* of employment in bituminous coal mines in the United 
States, 1946-53 














Thousands] | 
Month 1946 947 1948 1949 1950 1951 1952 2 1953 j 
i 
* en _ . i 
R fF 9 3266 9, 128 7, 621 4, 631 7,317 6, 795 », 242 ; 
bh ry &, OO2 8, 167 8, 126 i, 229 1, 822 5, 679 4,617 
Mar 9. 052 & ROS 5, 540 5, 286 7, UR3 6, 349 4,74 
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Au x 8 074 8. 671 5. 896 7, 457 6, 684 
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8 4 S 7,003 6, 780 6, O87 
t t ( 3 702 8% 046 5, 650 7,082 6, 248 5, 815 
x 8 2. 5. 743 68. ORS 76, 259 75, 780 
hi th and year by average tons per man per day for the year. 
I 
rT! { t figur*s mi t add to totals bec 1 ise rou iding : 
: jata f 1 4 I iu of M 
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TABLE 9 VWan-days* of employment in bituminous coal mines in Pennsylvania, 
1946-53 







housands] 



































Month 194¢ If 1948 1949 1950 1951 1952 ) 
2, 106 2, 324 2, 159 1, 934 791 1, 71 ! ( 1, 330 
1, 938 2,119 1, 908 1, 838 27 1, 488 1, 451 1, 247 
2, 252 2, 158 41 1, 253 1 s 612 $ 
1, 648 1, 330 1, R¢ l { 1. 259 
2, 252 258 1, 87 l 1, 484 1, ISS 
1, 98 A 1. 277 l 4X¢ s 
1. 717 861 128 RI 
t 2. 063 182 l l 1. 57 1, 062 
ber 2, 081 2, 106 a 1,4 1, 35 
her 2.315 2, 106 l 1. 606 052 
2,012 1, 842 1 1, 55¢ 1, 560 1, 215 
I 2, 05 ISY l 40 1, 423 42 
Total 24, 724 23, 356 15, 738 17, 797 17, 998 14, 203 ° 
Computed by dividing production for each month and year by average tons per man per day for 
Prel ary 
Nott Unit figures may not add to totals because of roundir 
irce: B lata from U. 8. Bureau of Mine 
E10 Van-days* of employment in bituminous coal mines in West Virginia, 
1946-53 
1 1 
I tl 16 147 iS 49 () LY ; 
~ Z. HZ 2, 64 2 ~“ ~ 2 2s l SS 
a 2 2 2 2 2, \ 2. } t S ; 
2, 424 2, 46 l } 2 
is 1, 969 1. 5S 2 9 { 5 
114 2, 745 j iY 2 
2 42 2, 2 i 2, U2 < 
ZV 1. Sit 2.4 4 JAS 
406 { 99 of 29 9 ‘ 
2 Ti 2 ; x4 2 ty 2 2. 
{ % ¢ RS 0 2, 218 $ 
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i y 28,2 2s 2 2 is. 24 Z 2 1; 
( f 1 the 
I 1 
TABLE 11. Bituminous coal miners’ wages in the United States, 1946 53 
(Thousands of s 
Montt 194 47 1948 1949 50 1952 1 
f ( \ 119 ) 07. 07 ( Ww 17, 2K 098 17. 492 
& ) ) 6. 044 01 7 2 O 2 852 ) 2 1 260) 
1 # 1) 104, 31 2, 267 74, 268 117 3 s. SOF St 
{ , G2 71, 5¢ 73, 73 104, 068 102. 39. 97 0) 
M 33, 190 106, 164 119, 094 04, 954 100, 566 100, 487 
152 &9, 219 111. 86 77, 949 1). 6S4 00, SSI 
06, 945 2. 646 109, 997 59. 488 77, 113 78. O54 
ust 103, 249 105, 366 121, 828 82, 839 109, 991 3 
r OR, OR2 108, 511 118, 203 13, 62. 2 R17 
O r 108, 451 118, 664 121, 027 23, 042 112, 867 
ber 70, 733 109 3 112.7 98, 392 0). OF If 
) her 82 512 113. 561 13. 04¢ 79, 383 104, 460 02. l 
ot 951, 424 | 1, 222, 94¢ 299, 02 956, 650 | 1,119, 588 | 1, 227, 20 1, ( 
=f iputed by multiplying man-days in table 5 by ba lay wage rate in effect for the industry. 
P I 


Source: Basic data from U.S. Bureau of Mines and bitumi is coal industry wage agreements 
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TABLE 12.—Bituminous coal miners’ wages* in Pennsylvania, 1946-53 


{Thousands of dollars] 


1949 


t 


sho hone 


Bituminous coal miners’ wuge sin 


lary 
in 1 


is of dolla 


330, 27 


rate in effect for the industry. 
nary 


Basic data from U.S. Bureau of Mines and bituminous coal industry wage agreements. 


14.—Postwar supply of residual oil and dependency upon imports, east 
coast, 1946 52 
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4, 069 
2. 638 


120, 025 


Source: Bure 
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£ 15.—1952 imports of petroleum and petroleum products from Venezuela 
ul Netherlands West Indies showing total values, quantities, and unit 


,1 
ies 


[Imports for consumption] 


, etait Netherlands West Total, Netherlands We 
Venezuela Indies Indies and Venezuela 


Product i 
Value Value Value 


Barrels per sarrels per E irre per 
barrel barrel barrel 


(4) 5 ) (7 ( ( 10 


Thou- Mil- Tho Mil- 
ind pe- ions sands lions sands lions 


1m products $179. 0 


nd distillates 2, 064 


r vessels and 
‘ 5 i 538 

oil ° , 793 7 et Vie )2 95, 896 

| oil sup- 

ssels and 


um asphalt 


| products only are shown, lines 2 to 8, 
epresent imports for consumption. See definitions, table 16. 
Department of Commerce. 


\BLE 16.—1952 United States exports to, and imports from Venezuela and 
Netherlands West Indies 


[Millions of dollars] 


United States imports 


United Petroleum and _. petroleum 
To or from States Total products, imports for con- 


aX sumption 
exports | general sedan 


imports ! -—— 
Total? Residual All other 


l necietivcites tetaetatiéa $395. 8 
178.0 


iCla - oo - 
rland West Indies- - 


Total 573.8 


gures apply to general imports (total arrivals of merchandise whether for immediate consumtpion or 
to warehouse under bond for later withdrawal. See distinction below between “general imports” 
mports for consumption.” 
ires apply to imports for consumption which includes “withdrawals from warehouse’’ for con- 


tion. (See definitions below.) 
DEFINITIONS 


ral imports” are the total of the entries for immediate consumption and entries into warehouse and 
re reflect the total arrivals of merchandise whether such merchandise enters consumption channels 
itely or is entered into warehouses under customs custody to be subsequently withdrawn for con- 
ion or withdrawn for exports. 
Imports for consumption” are the total of the entries for immediate consumption and the withdrawals 
he warehouse for consumption and therefore reflect the total of commodities entered into the United 
s consumption channels. 
nee entries for immediate consumption are included in both general imports and imports for consump- 
yeneral imports will differ from imports for consumption for a particular period to the extent that 
es into warehouses are more or less than warehouse withdrawals for consumption 


en 


Source: Department of Commerce. 
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United States exports and imports with Venezuela and 


TABLE 18,—1952 
Netherlands Antilles 


[Millions of dollars 


United States imports 
Petroleum and products 


Total Residual All 


293 | 


2RR 


588 405 343 


some 78 percent (128.5 in 1952 to 37.8 million). 


t quota assumes exports of crude and other products to remain con 
ct that almost all of Venezuelan oil exports are paid for ind 
is positive would indicate Venezuela has ample dollars « 
t balance with the United States. The reduction in dollars fron 
Netherlands Antilles) is actually overstated due to the aino 
1ent income to foreign-owned oil companies, etc. 


n 
ice 


investn 


Growth of residual sales by uses, east coast 


{Million tons, coal equivalent '} 


Electric Smelters, 
mines Heating 


oils Militar 


and gas 
utilities 


Sales and 1951 Annual Sales, Miner 


CLEARY, GOTTLIEB, FRIENDLY & BALL, 
Washington, D. C., April 13, 1953. 


GWINN BrorHers & Co., INC., 

Huntington, W. Va 

Dear Str: Each year the American flour and feed industry sells large quanti- 
ties of its products to Venezuela. For example, in 1950 sales of wheat flour 
and wheat feeds to Venezuela totaled $4,976,000. You benefited directly by 
Even if you yourself did not sell to Venezuela, these sales removed 


this. 
$4,976,000 worth of these wheat products that the American, market would 


otherwise have had to absorb. 
Certain special-interest groups—including John L. Lewis and the coal op- 
erators—are trying to get Congress to choke off this outlet for American goods. 


They are trying to block imports of Venezuelan oil. Venezuelans can earn 
If they can't earn dollars they can’t bu; 


dollars only by selling us their oil. 
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\merican goods. American business will thus lose one of the world’s largest 
arkets for its products. 

We are writing you as counsel for the Chambers of Commerce of Venezuela, 
vhich represents the Venezuelan business community. The people of Venezuela 
ought half a billion dollars worth of American products last year. They will 
mtinue to buy American products—if the United States will let them, 

The pressure groups trying to sabotage American trade with Venezuela are 
counting on a provision they have had inserted in a bill, H. R. 4294, introduced 
n Oongress on March 30, 1953. The purpose of this bill is to extend the 
Reciprocal Trade Agreements Act, but they have put a provision in the bill 
vhich would impose a quota limitation on imports of both crude oil and residual 
uel oil. Most of these imports come from Venezuela. If Congress passes this 
provision, Venezuela will have to sell its oil elsewhere and buy elsewhere. You 
will be among the losers. 

This bill is coming up for a hearing on April 22 before the House Ways and 
Means Committee. The pressure groups seeking to cut off trade with Venezuela 
ire hoping to have it passed before the public realizes what is happening. The 
time is desperately short. We urge you to write at once to your Senators and 
our Congressman pointing out the stake you have in the Venezuelan market 
and expressing your opposition to this quota restriction. We urge you also to 
have a representative at the hearing to testify against this restriction. In order 
to do this, you should make an immediate request to Hon. Daniel Reed, chairman, 
Ways and Means Committee, New House Office Building, Washington 25, D. C. 

President Eisenhower has requested Congress to extend the Reciprocal Trade 
Agreements Act—as is—to give time for a thorough study of American trade 
policy. In spite of the President’s request, pressure groups are planning to 
stampede Congress into crippling the act by adding oil-import restrictions. The 
jobs of 1,700,000 of our nonagricultural workers are dependent upon exports, 
and over $3 billion worth of American farm products were shipped abroad in 
1952. It would be sheer folly to subsidize the coal operators and coddle John L. 
Lewis at the expense of our vast export markets. 

We should welcome your suggestions for combating this threat to America’s 
foreign trade. If there is any assistance or information which we can supply, 
please do not hesitate to write to us. We should appreciate receiving copies of 
any letters which you send to your Congressmen. 

Yours very truly, 
CLEARY, GOTTLIEB, FRIENDLY & BALt. 


The CuHarrmMan. The next witness is Mr. George A. Lamb, manager 
of business surveys, Pittsburgh Consolidated Coal Co., , Pittsburgh, Pa. 


STATEMENT OF GEORGE A. LAMB, MANAGER OF BUSINESS SUR- 
VEYS, PITTSBURGH CONSOLIDATION COAL CO., PITTSBURGH, PA. 


Mr. Lame. Mr. Chairman and honorable members of the committee, 
my name is George A. Lamb. I am manager of business aormege for 
Pittsburgh C onsolidation Coal Co. with offices in Pittsburgh, Pa. 

During World War II, I served as Assistant Director of the Bureau 
of Mines in the Department of the Interior, In that capacity, my duties 
included work in connection with coal and related fuels. I appear 
before this committee as a representative of the bituminous coal 
industry. 

The bituminous coal industry wants a fair competitive opportunity 
in the fuel market. It believes that the importation of residual fuel 
oil has involved unfair as well as unsound practices. I appear before 
your committee as a representative of this industry to demonstrate the 
unfairness and unsoundness of these import practices. Bituminous 
coal asks for relief from these practices through a limitation of the 
volume of residual oil imports. 

I wish to emphasize these several points because the importers and 
others have eduieted that coal is after something else; that it is ask- 
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ing for a limitation on residual imports to help offset difficulties 
arising in the domestic market. These importers and others picture 
coal as a declining industry grasping for aid. 

The bituminous-coal industry is spread over about 30 States and 
consists of thousands of separate companies. It is a small-company 
proposition compared to the units found in mé yjor American indus- 
tries. The two large oil-importing interests together have assets 
greater than the entire bituminous-coal industry. This is an under- 
statement. I noticed in the paper rr morning that Standard Oil 
of New Jersey alone has assets of over $5 billion. I am sure the bitum- 
inous industry in their entirety el ‘not anywhere near match that 
figure. Their profits last year were larger than the bituminous indus 
try has enjoyed in a period of years. Appare ntly, one of the reasons 
bituminous coal is termed “a declining industry” is that it cannot pre- 
sent the huge investments and returns that other American industries 
publish year after year. 

On the other hand, the bituminous-coal industry has many advan- 
tages of its own or many of us would not be with it. It mines a 
product essential to the Nation. It is a major source for the energy 
that powers our economy. It has improved its productivity by 40 per- 
cent during the last 10 years. It is one of the few major American 
industries that operates under private enterprise and competition. It 
has remained free from Government subsidy and, today, probably 
has as little Government regulation as any other basic industry. In 
the future, coal processed into oils and other forms likely will be the 
pl ~ ipal source for fuels. 

make reference to these several facts to emphasize that it is not 
in the makeup of the bituminous-coal industry to ask the Government 
for special aid or advantage. Bituminous coal wants only a fair 
chance to compete. However, if it is not permitted to do that, then it 
may not be too long before some kind of help will be needed if the 
Nation is to be supplied with coal. 

Next, a few remarks about changes in the market for bituminous 
coal. In 1947, bituminous had the record production of 631 million 
tons. Fuel production and market statistics are taken from publica- 
tions of the United States Bureau of Mines, except as otherwise in- 
dicated. In 1953 its output may be 200 million tons less. This market 
drop, according to proponents of unlimited oil imports, is the reason 
coal is asking for restriction on foreign residual. 

What caused this market drop? Thirty million tons is due to a de- 
cline in overseas exports which was expected. Another sizable loss 
in the coal market is due to residual oil, particularly damaging to 
certain areas. As to this, I will refer later. However, much of the 
drop was due to technological change. In 1947 the railroads used 
113 million tons of coal; in 1953 they will use about 25 million tons. 
Installation of the diesel locomotive causing a shift to a light oil for 
fuel explains this coal loss. Technology also has caused fuel shifts 
to gasoline, other light oils and natural gas which have worked to 
coal’s disadvantage. Technological change has been severe on coal in 
recent years, but coal has not fought it. 

Residual-oil importers, however, give no regard to technological 
change although the oil industry is benefiting most from it. Residual 
oil too is losing ground because technology is requiring the wider use 
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f light oils as fuels. In 1947 the railroads used 98 million barrels of 
re ssidus al in steam locomotives, and in 1953 they may use no more than 
2% million barrels. This will be a loss of 73 million barrels caused by 
a shift to light oils to fuel diesel locomotives. Light oils and natural 
gas have taken other markets that had been served by residual. 

But what has happened to the market for residual oil? In 1952 
the total demand for residual oil was 584 million barrels, consisting 
of 556 million barrels for domestic demand and 28 million barrels 
for export. In 1947 the total demand was 520 million barrels, or 64 
million barrels less than it was in 1952. Hence, residual oil sales, in- 
stead of declining to reflect the wider use of light oils caused 
technological progress, have been increasing. The explanation: 
Dumping of foreign residual. 

It is estimated that a market for at least 100 million barrels of im- 
ported residual has been established in ns United States through 
dumping which has largely taken place since 1948. This market 
would not exist had fuel de -velopments been observed. 

An excess in the world supply of residual oil began to appear dur- 
ing the last half of 1948. Petroleum production had increased rapidly 
in the Middle East and in Venezuela after World War Il. Large 
additions had been made to refining capacity throughout most of 
the world. At the same time, in the United States, the shift to light 
oils and natural gas had taken on momentum. Residual storage tanks 
began to bulge, their contents had to be moved which implied that 
new customers had to be found. Moreover, residual imports were 
soon to be increased. 

Imports of residual amounted to 54 million barrels in 1947 and 53 
million barrels in 1948, but were increased to 75 million barrels in 

1949 although this latter year had a business recession and less fuel 
was burned generally. They were pushed to 120 million barrels in 
1950. Following the Korean outbreak in 1950, the volume of residual 
imports tended to level off until the increases in 1952. 

With the excess of residual apparent late in 1948, and the excess 
to be enlarged upon because of increased imports in 1949 and 1950, 
attractive prices were offered to win new residual customers. In New 
York Harbor during 1948 the residual price that prevailed until No- 
vember was $3.05 per barrel. Residual oil prices are taken from 
Platt’s Oil Price Handbook and the National Petroleum News ex- 
cept as otherwise indicated. As excesses increased, this price was 
dropped to $2.80 in November and $2.55 in December. 

In 1949 with residual excesses swe ling as Imports increased, residual 
prices were subject to a series of cuts. The price in New York Harbor 
which was $2.75 per barrel at the start of that year went down to 
$1.60 by May, about half of the 1948 prevailing price. The price re- 
ductions caused by excesses resulting from increased imports reflected 
in lower residual prices over the country. 

Once new customers were won through cut prices, the residual price 
advanced to a near parity with coal. Late in 1949 the New York 
Harbor price was $2.05 per barrel. However, it dropped to $1.90 
per barrel in March 1950 as imports soared to new records. The 
price of $2.50 reappeared in April 1950. In August 1950, after the 
Korean Saineaks the New York Harbor price ‘advanced to $2.15. 
This price prevailed until an increase to $2.45 was approved by OPS 
in June 1951. 
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It is interesting to note what happened to the comparative delivered 
prices of coal and coal at electric utility plants in the New York 
City area during 1949 and 1950 when a market for residual imports 
was aggressively promoted. These prices are shown below in cents 
per million British thermal units. The British thermal unit is a 
standard measure of heat value. In this statement you may note 
that in 1948 residuals sold for 58.7 cents per million British thermal 
units, and coal for 34.4 cents per million British thermal units, or 40 
percent less. Within a year, Saly 1, 1949, residuals sold at 25.9 cents 
per million British thermal units, or 30 percent below coal. This 
is price cutting at the best. 


Cents, per million Cents, per million 
| B, t.u.! B. t.u.l 


Coal oil 


July 1, 1948 a a 34 58.7 || Jan. 1, 1950 
Jan. 1, 1949 37.5 5.6 July 1, 1950 
July 1, 1949 3 | 25. § Jan. 1, 1951 





! Source: Federal Power Com 


The most recent surge in residual imports started last summer. 
During the steel strike in June and July 1952, there were indications 
that residual stocks in the country were building up. Steel mills use 
10 percent of the domestic residual and their idleness was said to be 
causing excesses in this heavy fuel oil. The steel shutdown and its 
adverse effect on other industries not only reduced the burn of residual 
but also that of fuels generally, and especially coal. Residual pro- 
duction by United States refineries was lowered during this strike 
period, but the rate of residual imports was approximately main- 
tained. As a result, stocks were pushed to high levels. About this 
time, trade journals indicated there were residual excesses in the world 
and price reductions in foreign markets were taking place. 

On August 5, 1952, a general reduction of residual prices along the 
Atlantic seaboard was announced. The price in New York Harbor 
of $2.45 per barrel, which had been approved by OPS, effective in 
June 1951, was cut to $2.10 per barrel. Price drops were to take 
place in most parts of the country. 

Soon after this price cut, on August 28, 1952, the United States 
signed a trade agreement with Venezuela. This agreement reduced 
the import tax to 514 cents per barrel and removed the quota on resid- 
ual. It supplemented the 1939 Venezuela agreement which provided 
a tax of 1014 cents per barrel on imported residual falling within 
the quota, and 21 cents on the volume exceeding the quota. The quota 
for crude and fuel oil imports was based upon 5 percent of the volume 
of crude oil processed in domestic refineries during the preceding cal- 
endar year. The new trade agreement became effective on October 
11, 1952. 

Not only the findings of the Tariff Commission, but also obvious 
facts, were ignored in negotiating the August 28 agreement. The 
Commission held that 1014 cents per barrel was the “peril point” to 
which the residual import tax could be dropped. Three of the Com- 
missioners felt that a tax of 21 cents per barrel should apply on the 
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residual import volume above the a More important to those 
engaged in the fuel business was the way market conditions were 
ushed aside in considering the agreement. In the message of former 
President Truman explaining the agreement, dated August 29, 1952, 

is stated on page 4: 

One major use of residual fuel oil is for ship bunkering; oil for this purpose 
tr aditionally has been imported free into the United States. The residual fuel- 
oil subject to import tax is utilized mainly in gas and electric powerplants, in 
smelters, mines, and manufacturing industries, and, to a lesser degree, as heat- 
ing oil in industrial plants. Most of these users are located along the east coast. 

For the most part, these fuel-burning installations, particularly the power- 
plants, are convertible, using either coal or residual fuel oil depending upon 
which is cheaper at a given time. In recent years, coal has been cheaper. Coal 

also more available, because residual fuel oil is in tight world supply, and 
because the percentage of residual fuel oil to total output of United States re- 

eries is constantly decreasing as emphasis shifts to distilling larger amounts 

f the higher and more valuable fractions, such as gasoline. Therefore, the 
ercentage of convertible plants using coal has increased steadily since 1949, 

until now most of the east coast powerplants are using coal rather than residual 
fuel oil. The reduction in excise tax on residual oil in the present agreement is 

t expected to be sufficient to change this long-term trend. 

The basic error in this statement is the contention that residual fuel 
oil was in tight world supply. Two months before the agreement was 

igned it was clear to those engaged in the fuel business that residual 
was in excess supply. Furthermore, the indication that coal is cheaper 
was erroneous, since residual prices had been reduced substantially 
3 weeks before this statement was issued. Again, the statement holds 
tis the percentage of convertible plants using coal has increased 

teadily since 1949, until now most of the east coast power plants are 
sing coal rather than residual fuel oil. This is wrong. These power 
plants increased their use of residual in 1950, They reduced their 
residual oil consumption to some extent in 1951, when the supply of 
. began to be tight because of the Korean disturbance, but most of 
he plants continued to burn residual. Residual has made rapid gains 
in the plants since last fall. 

I have no idea who prepared the misstatement of details sent to 
Congress in connection with the 1952 Venezuelan agreement. Who- 
ever it was obviously was ignorant of actual conditions or else had a 
serious dislike for the coal industry. In my introduction I stated that 
bituminous coal wanted a fair opportunity to compete in the fuel 
market. We do not have this opportunity if high Government admin- 
istration is making erroneous statements about fuels and particularly 
about coal. 

Soon after the new Venezuelan agreement became effective, in Octo- 
ber 1952, the volume of residual imports soared to new records. This 
may be a coincidence, although to us in the coal industry this does not 
seem to be the case. 

Again, it is interesting to note comparisons between the delivered 
prices of coal and residual oil during the last 2 years. In 1951 and 
the early part of 1952 foreign residual was not as plentiful as it had 
been because of the sharp rise in the world needs for transportation 
and other services developing out of the Korean conflict. The price 
of $2.45 per barrel in New York Harbor was maintained easily, and 
likely would have been higher had there been no maximum price 


regulations. 
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Coal recaptured some accounts that it has lost previously during this 
period. But once the world supply of residual returned to : abundaney, 
residual imports were increased and markets were found for them 
through the familiar pattern of price cutting. The reduction in re- 
sidual prices since last summer to gain an advantage over coal is evi- 
dence in the table below. These price comparisons represent fuel sold 
to electric utilities in the New York area. 

Note that coal had a slight price advantage until July 1, 1952. The 
results of more recent price cutting of foreign residual is evident in 
prices of January 1, 1953, At this point coal sold for 37.38 cents per 
million B. t. u.’s as against 33.40 cents for residual oil. 


Cents per million 
B. t. ul 


Coal 


38.93 July 1, 1952 
40.30 |January 1, 1953_. 


Source: Federal Fower Commission 


Coal has no chance to compete with dumped residual. It has only 
one product to offer and it has to cover at least its costs through price 
if it expects to exist. The residual importers, however, have a large 
refining capacity in this and other countries with which they make a 
number of oil products. What they lose from a reduced price on 
residual may be made up by a higher price on one or several other 


oil products. An index published by the National Petroleum News 
in its issue of Feberuary 18, 1953, lists the following to show changes 
in oil-price relationships. It would seem, based upon average prices 
for these 2 years, that gasoline is up 14 percent, residual is down 20 
percent. 


Crude oil sansa " : ei 
Gasoline____--_~_ sinh Sasi tallies en ahiclaenich pili aint ahciyiaisiatiae tlie thigh é 
Distillate fuels_____ 

Residual fuels___- 

In other words, gasoline and distillate fuels, used widely by the 
general public, have had to compensate for a relatively large part of 
the low price on residual. The latter is due to imports. Stated other- 
wise, the general public unknowingly has been financing the promotion 
of residual imports. 

Residual oil imports amounted to about 16.7 million barrels in 
December 1952. This is at an annual rate of 200 million barrels com- 
pared to the 129 million barrels actually imported during the calendar 
vear 1952. In January 1953 these imports amounted to 15.5 million 
barrels, an annual rate of 186 million barrels. They have declined 
since that time, and especially in the last 2 months, but they still to- 
taled 11 million barels during the 4 weeks ending last April 11. 

Indications are that residual imports will increase substantially in 
the future if the practices of the foreign refineries and importers are to 
continue. Last year, approximately 75 percent of these imports came 
from refineries in the Netherland Antilles located off the coast of 
Venezuela. Nearly all of the rest of the residual imports were from 
Venezuelan refineries which use Venezuelan crude oil. Refineries in 
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the Antilles use Venezuelan crude almost exclusively. Furthermore, 
refineries in both places make about 60 percent residual oil and 40 
percent in the form of gasoline, light oils, and other refined products. 
This is in contrast to refineries in the United States which yield less 
than 20 percent residual largely because they have modern equipment. 

In 1952 refineries in the Netherlands Antilles and in Venezuela used 
approximately half of the Venezuelan crude production. ‘They ship- 
ped their various products to many countries, but about half of their 
reside oil and little else was moved to the United States. In other 
words, only because the United States bought a large proportion of the 
residual, the waste product, were the Antilles and Venezuelan refin- 
eries able to operate fully. If these refineries had not operated fully, 
then Venezuelan crude production, which was 622 million barrels in 
1951, would have been less. In turn, tax revenue of the Venezuelan 
Government would have dropped since over 60 percent of it is derived 
from its oil industry. 

Venezuela’s crude production has increased 75 percent since 1946, 
and further increases may be expected. More of it will be processed 
in Venezuela and in other refineries of the Caribbean area. This 
means additional residual oil. Likewise, there will be additional resi- 
dual to be shipped to the United States because Venezuela is gradually 
losing its market in Europe and other parts of the Eastern Hemi- 
sphere due to expansions in the Middle East. The only way this addi- 
tional residual oil will be marketed in the United States is by dumping 
it in competition with the coal market. 

Residual imports add nothing worth while to American fuel supply. 
Physically, they displace coal as to which we have centuries of needs 
in reserve. They offer attractive prices to particular fuel users at 
certain times, but they tend to increase the prices on gasoline and other 
products used by the public. 

At the same time, residual imports are destructive to the American 
fuel and transportation industries. Their effect is to shrink the ca- 
pacities of coal mining, of the railroads, and other carriers. These 
capacities cannot be restored easily, if at all, during an emergency 
when the flow of residual imports may be suddenly stopped. 

Importers and others claim, however, that residual imports repre- 
sent a substantial trade consideration with Venezuela, an important 
country strategically because of its vast oil resources. Actually, what 
is meant is that if we fail to take the excess residual from the Nether- 
lands Antilles, which is made from Venezuelan crude, then Venezuelan 
crude production may be lowered and the oil holdings in Venezuela 
endangered to that extent. At this point, it may be “stated that our 
trade with Venezuela is about in balance if our oil purchases from the 
Netherlands Antilles are included. These purchases are forgotten 
when the import proponents publicize how much more Venezuela buys 
from the United States than the United States buys from it. But it is 
the shipments from the Netherlands Antilles that are a major cause 
of the residual import problem. 

With respect to the foreign trade aspect, what Venezuela wants is 
American dollars. She gets most of her dollars presently by selling us 
crude, and by directly and indirectly selling us residual oil. If, in 1952, 
we had imported 40 million barrels of gasoline instead of 129 million 
barrels of residual with the lower value, the same dollar amount would 
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have been involved. The importers, with their huge domestic refining 
capacity, could have absorbed this comparatively small volume of gaso 
line without disturbing the American oil industry. This, too, would 
be in accordance with the rising trend for uses of hight oils. Certainly, 
Venezuela’s future in oil development is in this direction rather than 
in the making of greater volumes of residual. 

However, we understand that modern refineries that have the lower 
yields of residual are costly to build. Investment for them cannot be 
attracted to foreign places. Still, it would seem that Caribbean re- 
fineries that can yield large proportions of gasoline and other light 
oils, products of special value during wartime, would have a highly 
valuable place in our defense plans. "A deve lopment of this kind does 
not appear to be in the making and probably will not unless our Gov- 
ernment builds the refineries or at least underwrites their investment. 

I have attempted to present several things: 

The dumping practices used in disposing of imported residual oi] 
in the American market. 

That greater volumes of residual oil imports can be expected if 
present practices continue. 

That the promotion of residual oil imports is unsound from the 
standpoint of fuel economics, as well as damaging to the fuel and 
aenegerietinn industries of this country. 

. That coal is denied a fair competitive opportunity in the Ameri- 
can fuel market because of the practices followed in dvaaping the 
foreign residual. 

In conclusion, I would like to discuss one other point. Importers 
claim that unless residual imports continue to move as they have, the 
country will have a fuel shortage. In effect, they are saying that unless 
the continually larger market for residual imports that is being pro- 
moted is permitted, plants that burn residual oil will be.without a 
usable fuel. We do not believe this. The sudden large increases in 
the volume of residual imports, such as took place late in 1952 and early 
in 1953, must mean there are many plants with dual equipment that 
allows them to switch quickly from coal to oil, as well as vice versa. 
Most of the utilities along the Atlantic seaboard can do this as well as 
many other kinds of plants. 

In 1952, the 5-percent limitation applied on residual imports would 
have limited imports to 28 million barrels, 101 million barrels less than 
actual. The 101 million barrels is only 17 percent of the total domestic 
demand plus exports of residual in 1952. Eighty-seven percent of the 
residual market is not involved. 

A breakdown of the 1952 residual sales has not been published but 
the 1951 sales, which were slightly higher, may be used in demonstrat- 
ing the effects of the import limitation. The 1951 sales and projected 
1953 and 1954 sales, together with supply basis reflecting the import 
limitation, are as follows: 
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r ACTUAL AND PROJECTED RESIDUAL OIL SALES 


: Million barrels 


Projected 
Actual, 
1951 
1953 1954 
lroads 55 25 10 
ls 107 100 100 
ind electric plants 71 65 65 
mines, manufacturing 157 150 150 
76 70 70 
- iS $s 38 
ny fuel 54 AD 5O 
Subtotal 563 503 {88 
20 
Total 92 - 
SUPPLY BASIS FOR RESIDUAL 
1 States production (1952 basis 475 461 463 
rt 5 percent basis 119 28 25 
k withdrawals ? | 14 0 
es ; 504 503 | 4188 
| 
Includes transfers from crude amounting to 6 million barrels 
tocks on Jan. 1, 1953, amounted to 49 million barrels 
U. S. Bureau of Mines, mineral market reports and monthly petroleum statements 


In this table sales are listed by major consumer categories. Actual 
ales for 1951 are shown in column 1, in the upper half of the table, 
ind projected sales for 1953 and 1954 are in the last 2 columns on the 

cht. 

With respect to residual sales, substantial declines are shown for 

e railroads in 1953 and 1954 which appears in the making because 
f the rapid installation of diesel locomotives. A small drop in resid- 
ial sales for bunker fuel, as indicated, likely could take place with 
little disturbance. It could be offset by foreign purchases. The other 
sales cotegories, with the exceptions of military and miscellaneous 
ilso are given comparatively small decreases in 1953, but like vessel 
fuel, no further decreases in 1954. These projections are not con- 
dered to be final determinations, but are presented only to indicate 
that the 5 percent limitation on residual imports fail to point to the 
fuel shortages that some contend will result. The President’s au- 
thority to modify quotas provided under the limitation proposal will 
take care of ps ticular scarcities that ms uy appear. 

Nothing is allowed for United States residual exports. In 1951, 
about one-fifth of the 29 million barrels of residual exported moved 
to Canada. However, about one-third of the exports went to Central 
and South America, areas within easy reach of Venezuela and the 
Netherlands Antilles which originate our residual imports. The rest 
of the United States residual exports go to the Eastern Hemisphere. 
Under the provisions of the Simpson “pill, foreign residual brought 
into the United States for manufacture and reexport is not included 
inthe quota. It appears that the limitation on residual imports would 
cause no hardships on our export customers. 

The bottom half of the table on page 13 of the statement is a supply 
basis. 


1154 TRADE AGREEMENTS EXTENSION ACT OF 1953 


From a supply angle, it will be seen that United States production, 
plus permissible imports, will take care of sales except that stock 
withdrawals will be necessary during the first year the limitation is 
effective. With the consumption of residual tending to decline in 
future years if normal fuel changes are allowed to take place, there 
will be no supply problem. As I conclude, I wish to state that one 
thing which will not happen is an increase in coal prices because of 
an import limitation on residual. Coal capacity is substantially 
above Co: EB production tods vy, and when there is an excess supply, an 
increase in fuel prices does not occur as foreign residual oil has well 
aaah us. 

Thank you, Mr. Chairman. 

The CHarman. Does that conclude your statement ¢ 

Mr. Lampe. That is right, si 

The Cuarrman. Mr. Eberharter will inquire. 

Mr. Esernarrer. Mr. Lamb, what about the cost of transportation 
of the residual fuel oil? Is that not pretty high ? 

Mr. Lamp. Of residual fuel oi]? | 

Mr. Ernernarter. Yes 

Mr. Lamrn. No, the cost of residual fuel oil is comparatively low, 
because it is all moved by water, that is, coastwise and from the 
Caribbean. 

Mr. sasgecmei r. I would think that the cost of the oil is so low 
now, when you take the transportation cost, it cannot go much lower, 
the cost of th e oil in the New York market. 

Mr. Lamp. Well, I think possibly that is true. 

Mr. Erernarter. That is just the point I wanted to clarify. If 
this is practically waste down in South America, the main cost is the 
transportat ion cost to deliver in New York. Then those costs will not 
vo down. and, therefore, the cost of the oil will remain about the same, 
would it not? 

Mr. Lampe. The oil that de ae ‘rs in New a Harbor for $2 per 
barrel has a transportation cost, I enlene: and, of about 60 cents per 
barrel. So that would be the Rabe at the refine ry of $1.40. They 
have that much of a range with which to move. 

In 1950 the price was as low as $1.50 in New York Harbor, delivered, 
and as you see there, nearly half of the price was represented by trans- 
portation. 

Mr. Enernarter. Are you pretty sure of those figures, Mr. Lamb? 
I wish you would look those up. 

Mr. Lamp. I will be glad to, sir. 

Mr. Esernarter. IT think that is an important factor. In other 
words, if transports ation costs are most of the cost delivered in New 
York, then they could not reduce their price much more. 

Mr. Lamp. I will be glad to check that for you, sir, and I will give 
you what information I can find. 

Mr. Esruarrer. Just explain this to me here. On page 14 you say, 
“With the consumption of residual tending to decline in future 
years—” What would make the consumption decline? 

Mr. Lamp. Sir, as I indicated briefly earlier, residual is a declining 
fuel because of the great expansions in the use of light oils, such as 
gasoline, diesel oil, kerosene, and so on. If normal fuel developments 
take place, residual oil will decline. 
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Mr. Exsernarter. You will not need as much in this country. Is 
that what you mean ! 

fr. Lams. That is right. And we should not have as much now if 
t had not been for the residual imports. 

Mr. Esernarrer. I thought perhs aps you were referring to the de- 

elopment of coal in the production of gasoline and therefore we 
vould not use as much residual oil for heating purposes. 

Mr. Lams. Well, residual, you see, is not adi aptable for use in your 
modern transportation equipment lke your diesel locomotives, and. 
of course, your automobiles and planes and so forth. It is just sort 

f a liquid fuel to burn in the boilers 

Mr. Esernarrer. I think I understand you. 

Thank you. 

The CuHairMAN. Thank you for your appearance, sir. 

Mr. Curtis will inquire. 

Mr. Curtis of Nebraska. Who has the production in Venezuela / 

Mr. Lamps. The two main producers there, as I understand, are the 
nterests of Standard of New Jersey and Dutch Shell. I[ think there 
‘e other interests. . 

Mr. Curtis of Nebraska. Does the Netherlands Antilles produce 
| or just have the refineries ? 

Mr. Lamp. As I understand, the Netherlands Antilles just has re 
fineris which are operated by Stan lard of New Jersey and Di teh 
Shell. 

Mr. Curtis of Nebraska. They do not drill for oil on the Antilles? 

Mr. Lame. Not as far as I know. 

Mr. Curris of Nebraska. That is all. 

The Cuairman. Any other questions 

We thank you for your appearance here today. 

At this pol nt I ask unanimous consent of the committee to insert 
this statement in the record, a statement by Harold Keller, Commis 
aes" r of Commerce, State of New York, to the Committee on Ways 
ind Means, United States House of Representatives. 

If there is no objection, I would like to have that made a part of the 
record at this point. 

(The statement follows:) 


STATEMENT OF HAROLD KELLER, COMMISSIONER OF COMMERCE, STATE OF NEW YORK 
{ OIL IMPORTS 


The Simpson bill, H. R. 4294, contains a number of provisions which are op 
posed to the best interests of the United States. The relationship of this bill to 
matters of national policy, our relations with other free nations and the overall 
economic effects of the various provisions have been adequately presented by 
others. I should like to confine my remarks to the proposal to impose import 
quotas for crude petroleum and residual fuel oil by adding a new section 322 to 
the Tariff Act of 1930, as amended. 

This is a type of restrictive legislation which is designed to aid particular 
industries or sections of the country; but which, in doing so, injures other in 
dustries or other sections of the country. The New York State Department of 
Commerce has never supported legislation designed to promote the special inter 
ests of this State at the expense of the general welfare of the Nation. By the 
same token, we have opposed vigorously legislation which gives artificial advan 
tages to other sections of the country, particularly where New York is among 
the States injured. 
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Among the effects of the imposition of the proposed quotas on petroleum im 
ports would be the following: 

1. An increase in east-coast prices of residual fuel oil by at least 50 percent 
and possibly by as much as 100 percent. Poss#ble increases in the prices of oth« 
fuels. 

». A decrease in imports of residual fuel oil by about 100 million barrels px 
year (from 128 million barrels to 28 million barrels on the basis of 195. 
experience ). 

3. An increase in domestic production of residuals, other fuel oils, coal, and/or 
other fuels to make up for the loss in supply of imported residuals. 

An analysis of these effects will show that the advantages which would accru 
to domestic coal and petroleum producers would be counterbalanced by injuries 
to others. If this legislation were enacted, the sequence of events would prob 
ably be something like this: 

there would be an immediate rise in the price of residual oil (particularly on 

the east coast). Users who can convert to coal readily would probably do s 
mmediately. With the rise in the price of residuals some other users would con 
ert, although it would take most of them some time to do so, as extensive altera 
tions in equipment would be necessary. In either event—continued use of resid 
ual oil at the higher domestic prices or conversion to coal—the result would |x 
imposed and punitive additional costs. 

fhe brunt of this increased cost in fuel would be borne by east-coast manufac 
turers and other users of residuals for either heating or power purposes. Thos 
who would convert to other fuels as well as those who would stick with residuals 
would have higher fuel costs since they presumably have found residual fuel oi 
nore economical than other fuels. The bonanza which this legislation would 
give domestic petroleum producers would come partially out of the pockets of 
users and partly out of the pockets of the consuming public to whom much of the 

creased cost would be passed. 

We do not know the exact eXtent to which the loss is imported residuals would 
be made up by increased domestic production of petroleum products as against 

her fuels, but there is no doubt that this legislation would force some increase 

domestic petroleum production. In view of our limited petroleum resources, 
seems the height of folly to restrict arbitrarily the importation of petroleum 
and thus hasten the depletion of our own reserves. 

According to the President’s Materials Policy Commission, proved reserves of 
crude oil at the end of 1951 were only 12.4 times 1951 production. In view of 
the fact that in recent years new discoveries and developments have been exceed- 
ng production, the situation is not as serious as it would appear at first glance. 
However, the margin is thin and a substantial increase in the rate of produc- 
tion or decrease in the rate of discovery could worsen the outlook seriously. 

Under current conditions, the proposal to limit imports of residual oils to 5 
percent of domestic demand would cause such a drastic reduction in these im- 
ports that total petroleum imports would fall below 10 percent of domestic de- 
mand, A small inerease in the importation of crude oil and other petroleum 
products would be possible before the proposed limitation of all petroleum im- 
ports to 10 percent of domestic demand became effective. As consumption con- 
tinues to grow, however, the 10 percent overall limitation is likely to be even 
more effective than the 5 percent residual oil limitation in forcing increased 
lomestie production and a more rapid depletion of our petroleum reserves. 

Although New York State has many natural advantages for the location of 
industry, there is no coal and very little oil and natural gas within its borders. 
We are at a disadvantage in respect to fuel costs compared with fuel-producing 
locations. We have not sought any special favors to offset this disadvantage, 
but we object strongly to the raising of artificial trade barriers which will 
increase it, 

During recent years States in other parts of the country have exerted tre- 
mendous effort to attract industry away from the Northeast and some of these 
States have been aided by Federal policies such as subsidies for hydroelectric 
power production. The effect of increased fuel costs which would result from 
this proposed legislation would fall most heavily on New York and other East 
Coast States. It would be a factor in influencing the location of fuel-using indus- 
tries in areas which would otherwise be less advantageous than New York. 

Not only would existing industry be placed at a disadvantage and new indus- 
try discouraged from locating in New York; but, since residual oils are also used 
to heat many buildings, business and consumers generally would feel the effects 
of higher fuel costs either directly or indirectly. 
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The decrease in imports would reduce Venezuela’s ability to buy American 
goods and would inevitably result in a curtailment of our exports to that nation. 
Counterbalancing any increase in employment in domestic coal or oil production 
would be employment losses in our export industries. Venezuela is a good cus- 
tomer of the United States, purchasing some $456 million of American goods in 
951, including $173 million of machinery and vehicles, $74 million of foodstuffs 
aud $40 million of textiles. The very nature of these exports makes it evident 
that the drastic curtailment of their manufacture which the proposed legisla- 
tion would involve would affect adversely production and employment in all 
sections of the country, including the coal and oil States. 

The reduction in exports to Venezuela would affect New York adversely in 
two ways: (1) A loss of export business through the Port of New York; and (2) 
oss of an export market for New York State manufactures. 

In 1950, 386,000 long tons of dry cargo, 43.6 percent of the United States total, 
were exported to Venezuela through the Vort of New York. Curtailment of this 
important segment of our foreign trade would result in a loss of business and 
employment in the port. 

While statistics showing the State in which exports are inanufactured are not 

vailable, we can assume that a good share of exports to Venezuela, particularly 
machinery, is produced in New York. 

While New York would be one of the States most seriously injured by the pro 
osed legislation, there are many other States which would be adversely affected 
yy the increase in fuel costs, by curtailment of export markets or by both. In 
his case New York's interests are the interests of the country as a whole as 
pposed to the special interests of a fe w areas and industries. 

The proposal to increase the use of domestic coal and crude oil by drastic 
mitations on oil imports is short-sighted. If enacted, its results could be 
alamitous to the overall economy of the country. Even the coal and oil States 
would be seriously injured, because the oil- and coal-producing industries are 
only a part of the business in their respective States. Legislation for the selfish 
interest of the coal and crude oil producers would bring dire consequences to 
many other industries, to the men and women who depend on these other indus- 
tries for their jobs and to the consumers of the Nation who can ill afford to 
pay special tribute for the artificial protection of domestic coal and oil producers 


The CuarrMan. The next witness is Mr. Rolla D. Campbell, genera! 
counsel, Island Creek Coal Co., Huntington, W. nae 

My remarks are not to be directed to you, Mr. Campbell, but I just 
wanted to ask the witnesses, if they v will, to cooperate as muc ‘h as the y 
can, because I am afraid the hour will be very late tonight, and we 
do have other business to do in our offices. It is quite a strain to be 
here all day and still have to take care of all our other business. As 
far as you can reduce your statements, it will be appreciated. 

Will you give your name to the reporter, please. 


STATEMENT OF ROLLA D. CAMPBELL, GENERAL COUNSEL, ISLAND 
CREEK COAL CO., HUNTINGTON, W. VA. 


Mr. Cameset.. Thank you very re Mr. Chairman. I shall try 


to conserve the time ‘of the committee | y filing a statement which I 


have e pared and oy summarizing that statement orally. 


The Cuarrman. Without objection, the statement will be included 
in the record. 
(The statement follows :) 


STATEMENT OF ROLLA D. CAMPBELL, HUNTINGTON, W. VA. 


Mr. Chairman and gentlemen of the committee, by name is Rolla D. Campbell. 
I live in Huntington, W. Va. I am a native West Virginian. I have practiced 
law in Huntington for 33 years. 

My legal work has brought me into close touch with the coal industry. My 
clients are principally coal-producing companies, coal landowners, and various 
coal associations. I am generally familiar with the various phases of the pro- 
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duction and sale of coal and with the part coal plays in the economy of the 
region in which I live. 

Today I appear for the southern coal producers whose mines are located south 
of the Ohio and Kanawha Rivers. But much of what I have to say will apply 
equally well to other coal-producing regions. My purpose in appearing here 
is to urge this committee to approve and adopt those provisions of section 13 
(a) (2) of Mr. Simpson’s bill, H. R. 4294, which would limit the quantity 
of residual oil which may be imported into this country to 5 percent of the 
domestic demand for residual oil. These provisions appear on page 14 of the 
bill in lines 5 to 14, inclusive, 

In seeking this limitation on imported residual oil, the coal industry is asking 
only justice. It is asking for a chance to live. We in the coal fields do not 

t to uproot our populations and move to other parts of the country, nor do 
ve wish to become a vast poorhouse dependent upon the charity of other parts 
of the Nation 


OAL I8 THI LIFEBLOOD OI! WEST VIRGINIA AND OI THE OTHER COAL-PRODUCING 
REGIONS 


The members of this committee undoubtedly associate West Virginia and 

al; but I doubt if you realize how tremendously important coal is to the econ 

of our State We have a slogan at home to the effect that two-thirds of the 

» of West Virginia are dependent directly or indirectly upon coal. This 

an idle statement Coal is West Virginia’s biggest industry. West Vir 

ia produces more bituminous coal than any other State, Pennsylvania not 
xcep ( d 

Coal to us is more than a mere statistic in the book of a State Department 

fficial. It is meat, bread and butter, and shelter to our people. It is schools, 


hurches, good roads, recreation, and hospitals. It is opportunity for our chil- 
en for advancement in the world. It is our State and local governments. It 
supports our courts, our institutions for the sick and needy, our public-health 
programs, and our colleges and technical schools. It brings the outside world 
to our remote valleys through 
nd movies It is a market f 

| 


h the media of the printed page, radio, television, 


or the products of our forests and factories. It 
upports our farmers who sell their produce to the coal regions. It supports 
our fine system of railroads. In many of our counties there is literally no indus- 
try not directly tied in with coal. And if it weren’t for the coal industry, much 
of our State would revert to the primeval wilderness it was not so many decades 

oO n short, West Virginia as we know it cannot exist except upon the founda- 

in Of a productive coal industry. 

But West Virginia is not unique in its dependence upon coal. The same 
dependence exists in all the coal-producing regions, particularly in central Penn- 
sylvania, eastern Kentucky, western Kentucky, southwest Virginia, central Ten- 
nessee, southeast Ohio, and southern Indiana and southern Illinois. These coal 
fields are large and important areas in their respective States and they support 
directly and indirectly millions of our population. 


IMPORTED RESIDUAL OIL COMPETES DIRECTLY WITH STEAM SIZES OF COAL PRODUCED 
IN THE EASTERN COAL FIELDS 


The loss of coal’s steam markets on the eastern seaboard reduces the output of 
larger sizes of coal and adversely affects the competitive position of all sizes of 
coal produced. 

Imported residual oil competes principally in the steam markets along the 
eastern seaboard. These markets are served by the eastern coal regions of cen- 
tral Pennsylvania, West Virginia, and southwest Virginia, which send to them 
their steam sizes. These are the very small sizes of coal which pass through 
small-holed sereens and which are used primarily for the generation of steam. 
The coal which comes out of a mine is in various sizes, ranging from large 
lumps down to extreme fines. At our modern preparation plants the coal is 
cleaned of impurities and separated into various sizes. One of the difficulties 
herent in the coal business is that a market must be found simultaneously 
for all of the several sizes produced. The cost of storing coal is so great that it 
prevents operators from placing large quantities of coal on the ground awaiting 

future market. The larger sizes of coal are generally sold for domestic or 
commercial use. 

The small sizes which go for steam use represent varying percentages of the 
mine run output, depending upon the hardness or softness of the coal and upon 
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the method of mining used. However, as a general rule, the steam sizes rep- 
resent about 50 percent of the mine run output. 

Che impotrance of the seaboard steam markets to our eastern coal fields now 
becomes apparent. If a market for the small sizes cannot be had, then it is im- 
possible for the mines to produce the larger sizes of coal which go into different 
markets even though there might be a demand for such larger sizes. Hence, 
every ton of steam sizes sold on the eastern seaboard market means the pro- 
duction of an additional ton of coal of larger sizes available for placing in 
ther markets. 

When other business is slow, the mines can crush the coarser sizes down to 
small sizes and apply the small sizes to the steam markets. However, the con- 
verse process is impossible. The small sizes cannot be converted into large 
sizes of coal which could go for uses other than steam generation. 

When you hear it said that imported fuel oil has replaced only 25 million tons 
of coal on the eastern seaboard market, you have not been told the full story. 
Actually, every ton of coal lost in this market means the actual or potential 
loss of a total of 2 tons of coal in the market generally. If we assume that the 
effect of section 18 (a) (2) of Mr. Simpson’s bill would be to incerase the markets 
on the seaboard to the extent of 25 million tons of steam coal, we really mean 
that it is increasing the markets not only for a minimum of 25 million tons of 
coal but also for a potential maximum of 50 million tons of coal. This is a very 
substantial percentage of the total coal production of the country and a very 
much larger percentage of the production of the eastern coal regions. 

If the producers, in the eastern coalfields which normally serve the tidewater 
markets are shut off from that market, they naturally try to sell their steam 
sizes in the inland market where they compete with other coal producing fields 
and also with domestically produced residual oil. The effect of such com- 
petition is to drive down prices on coal and fuel oil and to make the business 
unprofitable all along the line. 

(Another adverse effect is less evident but it is real. When the prices of steam 
sizes are forced down, as they are now (they are much below the cost of produc 
tion), producers are forced to charge their other customers higher prices for the 
coarser sizes. Dut such higher prices make the coarser sizes extremely vulner- 
able to competition with natural gas and heating oils. At times there is an 
actual scarcity of the coarser sizes, which of course does not help to maintain 
markets for coal already subject to extreme competition. Hence, the loss of the 
eastern seaboard steam markets affects us adversely on all sizes going into 
domestic and commercial markets, not only on the seaboard but in the inland 
markets as well. 

The loss of steam markets hurts our byproduct coking ccals moving to steel 
plants. At many mines producing byproduct coal the small sizes are not of good 
enough quality to be used for the manufacture of coke but are quite acceptable 
for steam plants. Lack of a market outlet for such sizes has the effect either 
of closing down the mine, or of forcing down the prices on steam sizes generally, 
or of forcing up the prices on larger sizes sent to the coke ovens. In any case, 
the coal industry loses, with no compensating advantage to anybody. 


IMPORTED RESIDUAL OIL IS CAUSING AN ACUTE DEPRESSION IN THE COALFIELDS 


We have concrete evidence before our eyes in West Virginia of what is cur- 
rently happening. The shrinkage of our steam markets along tidewater has 
resulted in a sharp curtailment of production in our mines, in the closing and 
abandonment of a very large number of mines, in the loss of jobs by thousands 
of coal miners and railroad employees, and in depressed conditions not only in 
the mining industry but in all of the allied businesses in our region dependent 
on coal. Our producing companies generally are losing money. The Nation 
generally may be booming but the coalfields are not. On the contrary, they are 
in the throes of an economic depression at this very moment which threatens 
to get worse with the passage of time and not better unless something radical 
can be done now. 


NATIONAL DEFENSE REQUIRES THAT THE PRESENT CAPACITY OF THE COAL INDUSTRY 
BE MAINTAINED 


I respectfully submit that the maintenance of our national defense requires 
that the present capacity of the coal industry be maintained. Further, I submit 
that it is cheaper to accomplish this end by reducing sharply the quantity of fuel 
oil imported than by any other means available, such as, for example, a subsidy, 
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Prior to 1939 the production of bituminous coal in this country was around 
350 million tons per year. Then came the war in 1939 and demands upon the 
industry began to climb. Within a few years the production of the industry 
almost doubled. This was accomplished without any subsidy from the Govern- 
ment and without any outside help directly or indirectly. Fuel oil was desper- 
ately short and many former users of oil were required quickly to convert to 
coal. In order to refresh your recollection, I call your attention to the exhibit 
attached to my paper which reproduces many newspaper headlines of World 
War II vintage showing the extreme shortages of oil and the absolute reliance 
of the Nation upon coal. In other words, in World War II coal was the standby 
fuel for the Nation. It was produced when needed and it enabled the country 
to weather the storm. 

But I would like to warn the members of this committee that the coal industry 
cannot repeat this performance if war comes again. Circumstances have changed 
Much of the increased output came from strip mines which were worked with 
roadbuilding machinery for which no other employment was then available. 
But the easily stripped veins of coal have already been pretty well worked out. 
Such areas as remain are overlaid with a thicker overburden and development of 
such reserves will require the use of very large, expensive machinery the manu- 
facture of which requires years and materials for which might not be available 
in time of war. The development of new mines in the older mining regions now 
requires about 2 years and if development is started in new areas, about 4 years, 
assuming of course that there is no shortage of machinery, equipment, and skilled 
labor. Many of the mines which are currently being abandoned cannot be 
reopened because of the great expense of clearing up roof falls, pumping out 
water, and rehabilitating them generally, because of the difficulty of estimating 
the number of tons of coal which might be recoverable. One thing is absolutely 
certain; namely, that there will be a substantial timelag between the call for 
greatly increased production and the actual accomplishment thereof. This time- 
lag migut be supremely critical to our war effort, particularly if submarines or air 
attack should be successful in shutting off entirely the supply of imported oil. 


NATIONAL DEFENSE REQUIRES THAT THE PRESENT CAPACITY OF THE COAL-HANDLING 
FACILITIES OF THE RAILROADS BE MAINTAINED 














Consideration of national defense likewise points up the wisdom of main- 
taining the ability of our railroads to transport coal in the required quantities 
in time of war. Asa fixed national policy, we have for years subsidized airlines 
and ocean shippin’ in order to have transportation available in time of war. 
But it is even more important to the national defense that the coal-carrying 
facilities of railroads be maintained to handle coal needed during war periods. 
The railroads of necessity will accommodate their coal-handling facilities to 
the volume of traffic available and they could not expand them quickly once 
they have been reduced to accommodate less coal traffic. 

But I submit to you that it is not necessary to subsidize the railroads which 
haul coal. The job can easily and cheaply be done by limiting to 5 percent of 
the domestic demand the quantity of foreign residual fuel oil which may be 
imported. 








USE OF COAL TO GENERATE STEAM IN TIDEWATER MARKETS WILL SERVE TO CONSERVE 
RELATIVELY SCARCE SUPPLIES OF OIL 





It is sound public policy to conserve our irreplaceable natural resources. This 
committee should not overlook this policy. We must face a few essential 
facts: We know that the demand for petroleum products is steadily expanding 
worldwide. We know that in terms of annual use the proven oil reserves of 
the world are relatively short-lived; whereas coal is an abundant fuel which 
will last for thousands of years. Even though oil producers have succeeded - 
in finding new oil reserves to replace those which have been exhausted, it 
does not follow that this process will keep up forever. I thing our oil-producing 
competitors will frankly tell you that they are spending more and more dollars 
to find less and and less oil as they do more wildecatting at greater depths and 
that a price increase for crude oil is a necessity if the developed reserves in 
this country are to be maintained at their present figure. Therefore, in formu- 
lating tariffs it would seem to be a sensible policy for this committee to promote 
the use of an abundant domestic product rather than to promote the use of a 
product which relatively is scarce and part of which must be imported. The 
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proposed limitation on importation of residual oil will definitely promote con- 
servation of scarce natural resources. 


OIL IMPORTERS CAN UPGRADE THEIR RESIDUAL OILS BY IMPROVED REFINING FACILITIES 
BUT STEAM SIZES OF COAL CANNOT BE UPGRADED 


The petroleum industry has available to it processes by which residual fuel 
oil ean be converted into higher-grade products. I refer to the catalytic cracker. 
By installing catalytic crackers at their foreign refineries, the oil importers can 
greatly reduce the quantities of residual fuel oil produced and transform the 
same from a product having a value less than crude oil into higher-grade 
products such as gasoline, kerosene, diesel fuel, heating oils, and fuels for jet 
aircraft, for all of which there is a steadily increasing worldwide demand. It 
is simply a matter of investing more money in capital equipment. If such 
investments are made, additional employment would be created at the foregn 
refineries and additional dollar resources would be created for the countries 
in which the refineries are located. Such new investments in refining facilities 
would stimulate our export trade because the materials for the plants will 
undoubtedly be manufactured in this country. Therefore, the suggested re- 
striction on the importation of residual oil would not create any hardship on 
the oil-exporting countries but rather should serve to help them as well as this 
country. 

On the other hand, coal producers cannot upgrade their steam sizes and 
convert them into coarser sizes having a higher value. 


NO ADDITIONAL MARKETS FOR COAL ARE IMMEDIATELY IN SIGHT 


I have heard it said by oil men that if the coal industry will only be patient 
and wait, it will ultimately find adequate markets for its steam coals in sup- 
plying fuel to large utility plants and supplying special coals to the chemical 
industry for the manufacture of liquid fuels and chemicals. I regret to say 
to this committee that there is nothing in sight in the way of technical develop- 
ments which will furnish in the near future any new substantial markets to 
coal which could possibly replace the eastern seaboard steam market. In any 
event, we in the coal industry cannot wait for long years for new markets. At 
the moment we are shrinking rapidly and we need help now—not next year 
or 2 years or 10 years hence. 


INTERMITTENT OPERATIONS OF COAL MINES CAUSE HIGH COSTS, WASTE OF COAL IN 
PLACE AND LOSS OF A TRAINED LABOR FORCE 


Finally I would like to tell you something about the economics of coal mining. 
We must look to the deep mines for the bulk of our future supply of coal. Such 
mines are very expensive to install. The thicker seams available along the hill- 
sides have already been largely mined out. Present mines are working in thin 
seams or in seams having bands of impurities. Such seams can be operated 
successfully only by a high degree of mechanization both inside and outside the 
mine. Elaborate preparation plants are necessary for the purpose of eliminating 
impurities and maintaining uniformity of sizes and quality. The average cost 
(not including cost of coal lands) for installing a modern coal mine is about 
$10 per ton of annual capacity. The mine must be planned to work over a period 
of 20 to 40 years in order to be a success. Otherwise it will be impossible to 
amortize the capital cost of installation. 

A mine such as I have described should be worked steadily and consistently 
in order to get maximum recovery at low cost. If it is operated at varying rates 
of output or if it is shut down for long periods of time, not only does the cost per 
ton of coal produced increase rapidly but there is an actual physical loss of coal 
in place which can never be recovered. Moreover, intermittent operation causes 
a dissipation of a trained labor force and makes it impossible for the mining 
industry to recruit young and vigorous blood to continue the industry. During 
short-work periods the quality of the labor force tends to deteriorate as the more 
ambitious miners leave the coal fields and seek other occupations which may pro- 
vide steadier work at lower wages. 

I respectfully submit that it is not sound public policy to encourage the in- 
creased cost of mining coal or the waste of irreplaceable coal caused by shutdowns 
or abandonments, when by protecting coal markets from this unfair, ruinous com- 
petition, such economic and physical waste could be avoided. The quota limita- 
tion sought on imported residual oil will aid and promote low cost and high 
recovery. 
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OUR COAL FIELDS FURNISH BIGGER MARKETS FOR THE PRODUCTS OF AMERICAN FARMS 
AND FACTORIES THAN MANY FOREIGN COUNTRIES TO WHICH WE EXPORT GOODS 


Finally, I would like to suggest to this committee that the coal-producing 
regions of this country are themselves extremely large consuming markets which 
rely upon the manufacturers, farmers, and distributors of other American areas 
for the manifold commodities and services they regularly consume. Such re- 
gions provide larger markets for domestic suppliers than many foreign com 
tries to which we export. In our desire to cultivate foreign markets we should 
not destroy larger internal markets which are already developed and established, 
Nor should we promote unnecessarily the creation of vast depressed areas which 
must be dependent upon the charity of the rest of this Nation. 

I appreciate very greatly the honor and privilege of appearing before this 
committee. 

Mr. Campsei.. Mr. Chairman and gentlemen of the committee, my 
name is Rolla D. Campbell. I live in Huntington, W. Va. I ama 
lawyer and have practiced law for 33 years, representing mostly coal 
produci ing companies, coal landowners, and various coal associations. 
I am a member of the natural resources committee of the National 
Coal Association which is sponsoring and urging here the 5 percent 
quota limitation on residual imported oil. .This committee gave a 
great deal of study to our problem to determine what remedy, if any, 
was appropriate to he particular facts which faced us. We came, 
Mr. Chairman, to the conclusion that there was only one remedy which 
would do us any good, and that is the quota limitation. 

It seemed to us from past history that a tariff, even of a substantial 
amount, would not be adequate to keep out from the east coast the oil 
which is being dumped there by the importing companies. 

I have two points which I will skip. ‘The first one, on page 1 of my 
statement, is that coal is the lifeblood of West Virginia and of the 
other coal-producing regions. I think that has been adequately covered 
by other w nesses s, and I shall skip it. 

\s Mr. Jenkins well knows, there are large areas in our State of 
West Virginia as well as in the coal fields of the Appalachian region, 
nerally, which would revert to wilderness if the coal industry in 
ise areas should pass out of existence. 

Mr. Jenxins. Is West Virginia the greatest producer of coal? 

Mr. Camesett. West Virginia produces more coal than any other 

State in the Union, and the coal industry is the largest industry in that 

State. It supports, roughtly, two-thirds of all the people in the State, 

oe tly or indirectly. It has about 2 million in population. 
Jenkins. Then I think Kentucky is the next State in produc- 


thie 


ut 


Mr. Campretn. No, I think Pennsylvania is. 

Mr. Jenkins. Then Kentucky would be third ? 

Mr. Camprnett. Kentucky, West Virginia, Ohio, Pennsylvania, Ih- 
nois, Indiana, and Tennessee are the large producing States east of tne 
Mississippi River. 

Mr. Jenxtns. Ohio used to rank up second or third, but I believe 
she is about fifth or sixth now. 

Mr. Camprecn. Ohio is not as high ranking as she used to be. 

The CHatrman. Do you produc e any anthracite in West Virginia? 

Mr. Campseiy. No, Mr. Chairman, the anthracite is all produced i in 
three counties in Pennsylvania. There is a little bit produced in Vir- 
ginia, anda small bit in Arkansas, but the bulk of it comes from eastern 
Pennsylvania. 
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I shall also skip, with your permission, the point on page 5 of my 
paper, to the effect that imported residual oil is causing an acute de- 
pression now in the coalfields. That also has been covered by other 
witnesses. I would like to say, Mr. Chairman, that it certainly is rue. 
We are dragging bottom right now in the coalfields. 

The point on page 3 is an important one, and I do not think it has 
been made by any witness that I have heard before this committee. 
That is, in effect, that the impact of this imported fuel oil is much 
larger on the coal industry than the tonnage actually displaced in 
the tidewater steam markets. We have heard figures here from Dr. 
Edwards that the tonnage displacement by imported residual oil is 
approximately 24 or 25 millions, at least if the 5 percent quota were 
put into effect. I think the total displacement he shows is 31 million 
tons. 

Then there is a further displacement of about 22 million tons by 
residual oils made from imported crudes, about which we have said 
nothing. Let us assume now that we have been discussing, roughly, 
25 million tons of coal displaced by imported residuals. Actually, 
the impact on the coal industry is much greater. That is because the 
steam sizes which are shipped by the eastern coal-producing regions 
to the tidewater markets constitute about 50 percent of the mine run 
output of all sizes. 

As you know, coal comes out of a mine in various sizes, running 
from large lumps down to extreme fines. The smaller sizes which 
pass through small-holed screens are generally shipped to the steam 
markets. The larges sizes go to the domestic markets or what we 
call domestic markets for space heating. 

If however, we lose a market for 1 ton of steam-size coal, we cannot 
produce the 1 ton of larger size coal which would be produced if we 
had produced the 1 ton for steam sizes. In other words, for every 
ton of coal lost to the steam markets, we are generally losing up to 
2 tons total. 

So the impact on the industry is not merely 25 million tons, it is 
50 million tons. There are other economic effects from that loss. In 
the first place, the coal which normally would go into the tidewater 
markets is offered for sale in the markets in the inland parts of the 
country where it comes into completion with coals from other fields 
which do not normally ship to the tidewater markets, such as Ohio, 
Kentucky, Illinois, Indiana, and so’ forth. 

The effect is very depressing on the general level of coal prices in 
those areas. It is also depressing upon the prices of fuel oil pro- 
duced by domestic refineries. So all of them suffer as a consequence 
of this backed up effect of the residual oils coming into the tidewater 
markets. 

As I say, the impact is much greater than the witnesses so far have 
indicated. 

Mr. Jenxrns. In that connection, Mr. Campbell, the point you are 
making is that whenever you bring your coal out of the mine it runs 
over 3 or 4 screens, the big lumps go to one place, and another size 
down to another one, and then down to the finer one. Which one of 
them competes with the fuel oil? 

Mr. Camppett. The slack is what competes with the fuel oil. The 
lump and double screen sizes such as egg and stove and pea and nut, 
are the sizes which go into the domestic markets and space heating 
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markets. If we don’t have an outlet for our steam sizes, we cannot 
produce the other sizes. 

Mr. Jenkuys. If you had to compete with this oil business, you 
would want all of yours to be small sizes, and it is not as valuable a 
the big stuff ? 

Mr. CamMppexyt. That is right. Of course, we can degrade our 
coarse sizes by crushing them so that we can ship on the steam mar 
kets. But we cannot upgrade. We cannot do as the oil people can. 
We cannot take our slack sizes which go to the steam markets and, by 
processing, improve the size of it so we can put it on other markets. 
We cannot do that, as I will point out in a moment. 

The Cuarrman, Mr. Campbell, that is a very good point that you 
make on the impact on our economy, in that you cannot use your coa! 
in eastern markets, so then you push it over into those areas where 
they already have coal. You throw all of that competition in together, 

Mr. Campprtn. That is correct. 

The CuarmMan. That would further freeze the market ? 

Mr. Camppsetyt. That is correct. There is another effect, too, Mr. 
Chairman, where we have a limited outlet for the steam sizes. We 
have to get our cost of production, if we can, out of the coarse sizes 
which we sell on the domestic market and the space-heating market, 
which tends to force the prices of those sizes up higher than they ought 
to be, and at the same time makes them very vulnerable to competition 
from oiland gas. Not only that, but occasionally we have had actual 
shortages of domestic coal because of inability to ship steam-size coal 
because the market for steam sizes was cut off. 

There is also a market effect on the coking coals that go to the 
steel mills. There are a number of mines which normally send their 
coarse sizes to the steel mills and their steam sizes to the steam plants. 
If they have no market for their steam sizes, their extremely small 
sizes, then they are shut off from supplying the steel mills with coking 
coal, which is another adverse effect. 

I have passed on your desk a montage of headlines taken from the 
newspapers during the World War period. I did that to refresh 
your recollection as to what actually happened during World War II, 
when there were severe shortages of fuel oil on the eastern seaboard. 
These headlines will refresh your recollection as to how severe that 
shortage was and what the impact was on industry generally. 

I submit this in order to point up the argument which has been 
made here today, and which I would like to emphasize, That is, that 
an adequate supply of coal is absolutely basic to the defense of this 
Nation. 

(Montage has been filed with the committee. ) 

Mr. Camere. In the late thirties, 1938, the production of bitu 
minous coal in this country was slightly over 350 million tons. In 
t or 5 years that had built up to 600 million tons plus, or almost a 
hundred-percent increase. That was a magnificent performance with- 
out any aid from anybody. The industry had the market and it went 
to work to supply it. But I want to warn this committee that that 
performance is not possible any more. That is because of the great 
time lag which would now be effective if we have another war. 

A very substantial part of that increased production came from strip 
mines which were worked with road machinery, for which there was 
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cy no available use. All roadbuilding stopped when the war came 
on, so that machinery was vut to use stripping coal in areas where the 
an could be reached around the contour, as we call it, or outcrop 
stripping. There was a very large amount of it, but most of that 
easily mined coal has now gone. It has been are out. 

The strip coal that is left available would have to be operated by 
very large equipment which would take from 2 to 3 years to build, 

. needed it, and it would take critical materials of which there ook 
= a shortage in time of war. 

The same la ig applies to deep mines.. Our own experience is that it 

akes about 2 years to develop a mine in an area that is supplied with 

‘ailroads oad hide ses and schools and labor and things of that sort, and 
about t years to get a mine going if you move into new country that 

barren of all the developments that I have mentioned. Not only 
that, but the capital cost is quite high. The present cost, I think, is 
about $10 per ton of annual output for the installation of a modern, 
mechanized coal mine, with underground machinery and cleaning 
facilities on the outside. 

You can see from that point that a million-ton mine would cost $10 
million to install. That would not include the cost of coal or of land. 
So we cannot depend again upon the coal industry coming to the fore 
and acting as a standby supply of fuel. 

If we want coal during the next war, we are going to have to have a 

‘apacity in existence at the time. The same argument goes equally 

ell to the maintenance of the coal-handling facilities of the railroads. 

If we get down to the point where we are supplyi ing 300 or 350 million 

tons of coal per year, the railroads will let their coal-handling facili- 

ties reduce down to handle that, and then if a sudden demand is put 
on them, the facilities for handling the coal will not be there. 

I would also like to point out that the proposal we make here will 
serve the cause of conservation of scarce natural resources. In terms 
of annual use, the proven reserves of oil are relatively shortlived; 
whereas, those of coal almost have no limit. It is not wise, sound 
publie policy for this Congress to stimulate the use of oil for a low- 
vrade use which can be supplied by more abundant material here at 
home. The oil should be put to its highest uses, such as gasoline and 
kerosene, and heating oils, diesel oils, and oils for jet engines, for 
which there is a greatly increasing demand, and not degr: ded into a 
use competitive with coal. 

| would like to point out and emphasize the point that has already 
been made here. That is that while coal cannot upgrade its steam 
sizes, the oil companies can upgrade their residual oils by installing 
catalytic cracker plants at their refineries. They can greatly decrease 
the output of residual oils and they can supply the greatly increasing 
worldwide demand for the lighter products of the er rude oil. 

Mr. Jenkins. In other words, if they would send it all through the 
catalytic cracker, that would be all right? 

Mr. Campseity. That is correct. 

Mr. Jenkins. But you start with your best grade and then you 
handle these other grades to meet the other markets, to fire the fur- 
naces, and you have met that business. This comes along to compete 
with you right at your weakest place, you might say. 

Mr. Campsetn. That is correct. 
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I would also like to point out that if this additional refining capac- 
ity were installed in Venezuela and the Antilles, it would have the 
effect of greatly increasing local employment at those places, in- 
creasing ‘heir ws ages, increasing them as markets for goods manu- 
factured in this country, and incidentally, the refineries themselves 
would probably manufacture it in this country. So the only reason, 
really, that we have this problem now is because the oil importing 
companies have not seen fit to install adequate refining facilities in 
Venezuela. 

I understand, Mr. Chairman, that it is the fixed policy of the 
Government of Venezuela to try to force the oil companies to put in 
those facilities. That is a policy which we should stimulate. In 
other words, we can go right along with Venezuela on that policy. 

The other point I make, one of the last ones, is that intermittent 
operations of coal mines cause high costs, they waste coal in place, 
and they cause us to lose a trained labor force. Those of you who 
are familiar with the coal-mining industry know that a coal mine has 
to be planned over a long period of life. 

Normally, I would say that a modern underground mine cannot 
be installed unless it has reserves of from 20 to 40 years. In order 
to get high recovery and low cost, the mine must be operated steadily 
and on a continuous program. It cannot have either low cost or good 
recovery if it works full one year and half the next year and a quarter 
the next year, and then up again, because of the inability to adjust 
its engineering problems to that intermittent rate of operation. 

So if the steam markets of the East are assured to the coal-mining 
industry as a base load on which the eastern coalfields can count, 
then I think we can also say we get the indirect benefits of the lower 
costs that come from continuous operations, the higher rate of re- 
covery of a valuable natural resource, which comes from continuous 
operations, and we maintain at the mines a good labor force which 
will be available there in time of need. 

Finally, I make the point that our coal fields are large markets for 
American farms and products, larger indeed than many foreign 
countries to which we export. 

I was very interested to note in Dr. Edwards’ statement that Vene- 
zuela has only 5 million people in it. It has no foreign debt, it has 
a monetary protection of over 100 percent of gold behind its cur- 
rency, and in effect it is seeking aid from this country. It is asking 
the coal industry of this country to subsidize its industrial develop- 
ment. It is taking the profits and taxes from oil and spending them 
on the development of its local industries. 

We think we already have developed in this country a much larger 
market in the coalfields than Venezuela will ever furnish for the 
producers and manufacturers of this country. We hope very much 
that this committe will make it its job to protect this local market. 

Mr. Srwpson. Mr. Chairman? 

The CHarrman. Are you finished ? 

Mr. Campsett. I wish to thank the committee. 

The CrarrMan. We thank you for your very fine statement be- 
fore the committee. 

Mr. Simpson ? 
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Mr. Stmpson. Mr. Campbell, do you believe it is a proper statement 
to say that the prosperity of Venezuela is at the expense of the coal 
miners a coal owners and operators in the United States? 

Mr. Camppeti. Mr. Simpson, as it is presently being worked, the 
answer is “Yes.” Ido not think it need be that way. I think Vene- 
zuela would be prosperous if she did not dump her fuel oils on our 
eastern seaboard. I think she would find other markets for them, and 
also she would develop better refining facilities to reduce the quantity. 

Mr. Suwpson. You think, then, that the present prosperity is in 
part due to the expense of the miners and operators in the United 
States ¢ 

Mr. Camrpetu. Definitely. 

Mr. Simpson. And you suggest that a better method of handling 
the sale of her residual oils would give us a happy medium of pros- 
perity in both Venezuela and also in the coal areas of the United 
States ¢ 

Mr. Campsetu. Yes, sir. And also the world would benefit be- 
cause there would be a greater production of the lighter products of 
crude oil, which are in great demand all over the “world. 

Mr. Stmpson. And at the same time, our national security and 
strength would be bettered, and that certainly is vital in the com- 
munity of freedom-loving nations. 

Mr. Campre.t, I think all nations put security first. 

Mr. Stupson. Thank you. 

The Cuamman. Any other questions? 

Mr. Jenkins? 

Mr. Jenkins. Mr. Chairman, just before Mr. Campbell leaves, I 
want to tell you that in addition to being a coal expert, representing 
one of the biggest coal companies in the country, Mr. Campbell is one 
of the outstanding lawyers in West Virginia. 

Mr. Campsetu. Mr. Jenkins, I am very grateful for the compli- 
ment and I hope I can fulfill it. 

The CuarrmMan. The next witness will be Mr. Frank W. Earnest, 
Jr., president, Anthracite Institute, Wilkes-Barre, Pa. 

Will you give your name and the capacity in which you appear. 


STATEMENT OF FRANK W. EARNEST, JR., PRESIDENT, ANTHRACITE 
INSTITUTE, WILKES-BARRE, PA. 


Mr. Earnest. My name is Frank W. Earnest, Jr. I am a resident 
of Wilkes-Barre, Pa., and president of the Anthracite Institute, an 
organization representing companies producing more than 70 percent 

f the total anthracite mined in this country. 

The Cuatrman. I just want to interrupt to say that many years 
ago, along about 1898, I went down into a coal mine in W ilkes-Barre, 
It was the only time I was down in one. It was quite an experience. 

Mr. Earnest. We will be glad to have you come up again, Mr. 
Chairman. 

The Cuarrman. Thank you. 

Mr. Earnest. I am not going to take the time of the committee to 
vo into the statistics as to the effect of imported oil upon the anthra- 
cite industry. It is obvious we, like bituminous, are affected seriously 
by this deluge of cheap, foreign competition. Nor am I going to take 
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your time to read other statements in my prepared text that would 
merely be repeating what other witnesses have said. 

I request permission to have my complete statement made a part 
of the record of the hearing. 

‘The CuHairman. Without objection, it is so ordered. 

(The statement follows:) 


STATEMENT BY FRANK W. EARNEST, JR., PRESIDENT, ANTHRACITE INSTITUTE, 
Witkes-Bakre, PA. 


My name is Frank W. Earnest, Jr. I am a resident of Wilkes-Barre, Pa., and 
president of Anthracite Institute, an organization representing companies pro- 
ducing more than 70 percent of the total anthracite mined in this country. 
Anthracite Institute in addition to its other activities conducted a large research 
program for the purpose of furthering anthracite through finding new uses and 
improving its utilization by the development of new equipment. 

Let me say at the outset that I recognize the complexity of the oil import 
question. However, I propose to focus my testimony on just two main points— 
(1) the adverse impact of foreign oil imports upon that branch of the coal 
industry I represent, and (2) the necessity of maintaining the productive capac- 
ity of the coal industry for the sound security of this country. Top level policy 
in Washington is moving today toward the concept of maintaining the produc- 
tive capacity of our basic resource industries at levels necessary to meet any 
probable emergencies of the future and away from the expensive and obsolescent 
concept of stockpiling. Permitting a deluge of cheap foreign oil constitutes a 
threat to the productive capacity of the oil as well as the coal industry and is 
contrary to this sound concept of maintaining our national security. 

Here are some facts regarding the anthracite industry which demonstrate 
that oil imports are indeed having an adverse effect upon anthracite. 

During the past year, the anthracite industry lost an estimated 2,500,000 tons 
of business to fuel oil competition. Obviously since domestic fuel oil also 
replaces anthracite, a portion of the loss cited above would have occurred had 
there been no imports of oil. However, practically all the imported oil is being 
received and distributed in the very States which constitute 84 percent of anthra- 
cite’s market. And with this imported residual oil approximating the equiva- 
lent of 31 million tons of coal and the fuel oil refined from the imported crude 
approximating 20 million tons of coal, a total of 51 million tons of foreign fuel 
was thrown into competition with the anthracite industry last year. This may 
seem like a negligible amount of competition to a far-flung oil empire but it can 
only be measured as overwhelming competition and a body blow to the anthra- 
cite industry which produced 38,500,000 tons of coal last year and had to market 
it in the very States that were being flooded with foreign oil. 

The coal industry rose to magnificent heights in supplying its regular cus- 
tomers and oil and gas orphans in both world wars and without subsidy in any 
form. 

Total coal production during World War II rose to more than 600 million tons 
to supply the heat and energy that petroleum resources could not supply. In 
another similar crisis coal would have to do this again. Indeed it would prob- 
ably have to exceed this figure because of the expanded demand for gas and oil 
and the lack of proportionate capacity in the petroleum industry. 

The coal industry does not want subsidy today but only asks that an industry 
which has proven in two world wars to be vital to the Nation’s defense effort, 
be allowed to survive so that it may continue to serve the Nation. 

The coal industry has not been sleeping. It has been awake to its competitive 
problems. The anthracite and bituminous industries have spent untold millions 
of dollars on research and development work to produce equipment to provide 
better fuel utilization. One thing should be remembered when coal’s competi- 
tors become a little smug about the advances they have made in equipment util- 
izing their fuels, at the same time making odious comparisons with coal equip- 
ment; the coal industry is dealing with a solid, not a gas nor a liquid, and there- 
fore has had certain physical problems to overcome that are not present with gas 
and oil We have to move a bulk product to the furnace and after combustion 
remove a bulk residue. This is being done and the equipment doing it today can 
only be described as being phenomenal—and it has been developed by patient, 
intelligent and expensive coal industry research. An inspection of modern coal 
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juipment in action—feeding the coal automatically, removing the ash auto- 
atically and burning the coal at amazingly high efficiencies, would, I am sure, 
ing about a very favorable appraisal of the intelligence and progressiveness of 
e coal industry. 
The damage that imported oil has done to untold thousands of Americans 
pendent directly or indirectly upon the coal industry for their livelihood is 
rious enough. More serious, however, is the damage the unregulated flood of 
ported oil does and will do to the Nation’s security. 
Some of those in favor of unrestricted imports of oil argue that the Nation’s 
curity is better protected by importing as much oil as possible in order to con- 
rve its own reserves. On the surface this has the appearance of plausibility. 
lIlowever, Some outstanding oil experts testified to the contrary during the 
earings on S. Res. 239 before the Senate Committee on Interior and Insular 
airs on March 7 and 8, 1951. 
\. Jacobsen of the Amerada Petroleum Corp. and Chairman, National Oil 
jlicy Committee: “Reserves taken by themselves are not the most important 
ng, neither in an emergency nor in times of peace. It is ability to produce. 
r instance, if the United States were at war and if we had reserves of, say, 
nly 20 billions of barrels, which is only two-thirds of what we have now, and if 
needed, say 7 million barrels a day and could produce that, we would be 
ter off with a producing capacity of 7 million barrels a day and relatively 
aller reserves than we would if we had 100 billion barrels and could only 
oduce 4 million.” 


L. F. McCollum, president of Continental Oil Co.: “As demand increases the 
serves increase. Except for a few depression years, when the demand de 
ned and during the war year 1943 when business was severely reculated, more 


was found and added to reserves each year than was produced. In other 
vords, given an adequate economic incentive and freedom from regulation, such 
you suggest or imply, the oil and gas industry can continue to supply all of 

e oil required. Oil reserves continue to increase with demand and there is 
iothing to indicate a change in that relation.” 

So here we have two acknowledged authorities in the oil industry whose 

stimony before a Senate committee directly opposes the philosophy of making 

he country secure by bringing in foreign oil to conserve this country’s reserves. 

One says that the Nation’s productive capacity, not reserves, is of paramount im- 
ortance. The other says that as demand increases, reserves increase. I think 
hat any reasonable person can conclude only one thing from this expert tes 
imony and that is that bringing in foreign oil is not in the interest of the 

Nations security for it tends to decrease demand which in time would decrease 
serves and, more important, decrease productive capacity. 

The fallacy of a nation’s depending too much on its supply of natural resources 
from a foreign nation has been proven time and time again. The experience of 
this Nation in attempting to move oil tankers in World War II should be fresh 
enough in our minds to reject completely any reliance upon foreign oil in war- 

me. Not only did we have difficulty in transporting foreign oil to our shores in 
tankers but moving our own oil from the Gulf to eastern ports became impossible 
and we were forced to use precious steel in order to construct pipelines to do the 
work. Two things we should not forget—techniques of submarine warfare have 
1ot stood still and pipelines from Venezuela are impracticable. 

Iixpropriations of foreign oil holdings by the Governments of Mexico and Iran 

re additional reasons for not depending upon natural resources located outside 
the United States. 

The havoe and panic that would be caused on the eastern seaboard when an 
economy foolishly committed to the use of imported oil for its heating and power 
requirements was suddenly cut off from its source of supply is something fearful 
to contemplate. Nor would it be logical to hope for possible miracles in the 
onstruction of synthetic oil plants to come to the Nation’s rescue in such an 
emergency. The terrific cost involved, the huge demand for searce materials 
such as steel, and the large amount of time required would preclude such mira- 

les. And while on the subject of synthetic fuels, it might be added that the 
continued increase of oil imports will and has discouraged development work, 
the lack of which this Nation may regret at some future date. 

The coal industry stepped out in front in World War II to take over the heat- 
ng and power requirements of thousands of buildings that were no longer able 
o obtain fuel oil. But if the coal industry continues to suffer this unwarranted 
competition from a foreign competitor, against which it is powerless to compete 
even if it were not paying workers in accordance with the American standard of 
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living, it is extremely doubtful that the coal industry would have the ability 
again to expand its production to aid oil and gas orphans in wartime. It is not 
beyond the realm of possibility to visualize a situation where if oil companies 
were permitted to import unlimited amounts of oil, there would be no production 
of coal except for the portion required for the manufacture of steel. 

I already can hear oil spokesmen saying “Yes, but he forgets that many dual 
equipment installations are being made, so if foreign oil is not available it is 
easy to switch to coal.” But they forget that as the coal to oil conversions 
increase, the productive capacity of the coal industry, and therefore its ability 
to meet emergencies, decreases. They also forget that oil has already replaced 
millions of tons of coal in installations that do not and cannot have dual equip 
nent 

This statement was made this morning by Mr. Van Zandt: 
“Coal mines cannot be wrapped in moth balls and stored for an indefinite pe- 
riod like tanks, guns, and even battleships for almost instant restoration to 
active use in the event of a national emergency. It is prohibitively expensive 
and an unduly long process to rehabilitate flooded coal mines, even if adequate 
manpower and materials were available in such an emergency.” 

The President’s Material Resources Committee and most experts who have 
studied the energy situation have come inevitably to the specific conclusion that 
ultimately this country must rely upon coal for a greater share of its energy 
requirements. But that is a long-range outlook and in the meantime the coal 
industry must have sustenance in order to live and in order to be ready at a 
future date to take on more of the Nation’s energy responsibilities. 

Thus this is not a question to be resolved by theorizing on the merits of free 
trade. This is not just a question of saving the coal industry, as well as our 
transportation system. This is a question whether our Nation can continue to 
be «a world leader without a strong coal industry. This is a question whether 
peace can be maintained or wars won without a strong coal industry. This is a 
question of saving a nation. Because I sincerely believe this to be true, I respect- 
fully ask this cotmittee to heip ensure our Nation’s security by reporting favor- 
ably upon H. R. 4294 so that our needed coal productive capacity is not destroyed 
by the flood of cheap oil imports that cannot be relied upon in an emergency. 

Mr. Earnest. I would like to focus my remarks on one point, the 
fallacy of our Nation depending too much on its supply of natural re- 
sources from a foreign nation. The experience of this Nation in 
attempting to move oil tankers in World War II should be fresh 
enough in our minds to reject completely any reliance upon foreign 
oil in wartime. Not only did we have difficulty in transporting foreign 
oil to our shores in tankers, but moving our own oil from the gulf to 
eastern ports became impossible and we were forced to use precious 
steel in order to construct pipelines to do the work. Two things we 
should not forget—techniques of submarine warfare have not stood 
still and pipelines from Venezuela are impracticable 

Expropriations of foreign oil holdings by the Governments of 
Mexico and Iran are additional reasons for not depending upon na- 
tural resources located outside the United States. 

The havoc and panic that would be caused on the eastern seaboard 
when an economy foolishly committed to the use of imported oil for its 
heating and power requirements was suddenly cut off from its source 
of supply is something fearful to contemplate. Nor would it be logi- 
cal to hope for possible miracles in the construction of synthetic oil 
plants to come to the Nation’s rescue in such an emergency. The ter- 
rific cost involved, the huge demand for scarce materials such as steel, 
and the large amount of time required would preclude such: miracles. 
And while on the subject of synthetic fuels, it might be added that 
the continued increase of oil imports will and has discouraged devel- 
opment work, the lack of which this Nation may regret at some future 
date. 
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The coal industry stepped out in front in World War II to take over 
the heating and power requirements of thousands of buildings that 
were no longer able to obtain fuel oil. But if the coal industry con- 
tinues to suffer this unwarranted competition from a foreign compe- 
titor, against which it is powerless to compete even if it were not 
paying ‘workers in accordance with the American standard of living, 

it is extremely doubtful that the coal industry would have the ability 

again to expand its production to aid oil and gas orphans in wartime. 

It is not beyond the realm of possibility to visualize a situation where 
if oil companies were permitted to import unlimited amounts of oil, 
there would be no production of coal except for the portion required 
for the manufacture of steel. 

I already can hear oil spokesmen saying, “Yes, but he forgets that 
many dual equipment installations are being made, so if foreign oil 
is not available, it is easy to switch to coal.” But they forget that as 
the coal to oil conversions increase, the productive capacity of the coal 
industry, and therefore its ability to meet emergencies, decreases. 
They also forget that oil has already replaced millions of tons of coal 
in installations that do not and cannot have dual equipment. 

This statement was made this morning by Mr. Van Zandt: Coal 
mines cannot be wrapped in mothballs and stored for an indefinite 
period like tanks, guns, and even battleships for almost instant restor- 
ation to active use in the event of a national emergency. It is prohibi- 
tively expensive and an unduly long process to rehabilitate flooded 
coal mines, even if adequate manpower and materials were available 
in such an emergency. 

The President’s Material Resources Committee and most experts 
who have studied the energy situation have come inevitably to the 
specific conclusion that ultimately this country must rely upon coal 
for a greater share of its energy requirements. But that is a long- 
range outlook, and in the meantime the coal industry must have sus- 
tenance in order to live and in order to be ready at a future date to 
take on more of the Nation’s energy responsibilities. 

Thus, this is not a question to be resolved by theorizing on the merits 
of free trade. This is not just a question of saving the coal industry, 
as well as our transportation system. This is a question whether our 
Nation can continue to be a world leader without a strong coal indus- 
try. This is a question whether peace can be maintained or wars won 
without a strong coal industry. ‘This is a question of sav ing a nation. 
Because I sincerely believe this to be true, I respectfully ask this com- 
mittee to help insure our Nation’s security by reporting favorably 
upon H. R. 4294 so that our needed coal pro luctive ¢ apacity is not 
destroyed by the flood of cheap oil imports that cannot be relied upon 
in an emergency. 

In conclusion, I would like to state that while von will pre bab ly 
have many witnesses appear in opposition to H. R. 4294, I would like 
to suggest to your committee that you ask every witness this one 
question: What would the utilities, the factories, the churches, the 
schools, the apartments, the hospitals do for heat and power in a 

national emergence y if the supply of imported oil is cut off? I do not 
think they will say that the domestic-oil industry can pick up the load. 
To the contrary, I think they will state that if such a national emer- 
gency existed we would have overnight rationing of our domestic 
supply of gasoline and oil. 
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I am sure that neither anthracite nor bituminous can pick up the 
load if their productive capacities are decreased by a continuation of 
excessive foreign oil imports. I am sure there would be havoe and 
panic on the whole eastern seaboard if our Nation were committed 
to the use of substantial quantities of foreign oil, if a national emer 
gency did arise, because there would be no fuel available to pick up 
the load. 

I thank the committee. 

The Cuatrman. Thank you, sir, for a very fine statement. 

The next witness is Mr. W. D. Johnson, vice president and national 
legislative representative, Order of Railway Conductors of America, 
Washington, D. C. 


STATEMENT OF W. D. JOHNSON, VICE PRESIDENT AND NATIONAL 
LEGISLATIVE REPRESENTATIVE, ORDER OF RAILWAY CON- 
DUCTORS, AND ALSO ON BEHALF OF THE BROTHERHOOD OF 
LOCOMOTIVE FIREMEN AND ENGINEMEN, WASHINGTON, D. C. 


Mr. Jounson. Mr. Chairman, I hope I can give you a few minutes 
back. 

Mr. Chairman and members of the committee, by name is W. D. 
Johnson. I am vice president and national legislative representative 
of the Order of Railway Conductors. I reside in Washington, D. C., 
and maintain an office at 10 Independence Avenue SW. The Order of 
Railway Conductors was founded July 6, 1868, and is the second oldest 
railway labor organization in the United States. The headquarters of 
the order is located in Cedar Rapids, low 

I am authorized to submit this statement in support of a limitation 
being placed on the amount of residual oil that may be imported into 
this country, as provided in H. R. 4294 

We are not opposing the importation of residual fuel oil merely 
from the standpoint of railroad employees, although several thou- 
sand of them will continue to be adversely affected in the event no 
limitation is placed on the amount of this fuel product that can be 
imported each year. In addition to our interest as railroad em- 
ployees, we are deeply concerned as taxpayers, both State and Federal, 
and as citizens who are very much interested in safeguarding the 
future of our economy, our basic industries, and the employees therein. 

H. R. 4294, section 13, establishes an overall quota on total imports 
of crude petroleum and petroleum products of 10 percent of domestic 
demand, and a 5 percent import limitation on the individual product 
of residual fuel oil. Quotas in any calendar quarter are based upon 
domestic demand in the corresponding quarter of the preceding year 
as established by the Bureau of Mines. The quotas may, however, 
be modified or suspended by the President when he finds it necessary 
to do so, in order to meet national fuel requirements. In our judg- 
ment the limitation as provided in section 13 is sound, ts and rea- 
sonable, and should be adopted. 

President Eisenhower, in his state of the Union message in Febru- 
ary made the following statements : 

Our foreign policy must be clear, consistent, and confident. 


Our foreign policy will recognize the importance of profitable and equitable 
world trade. 
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| further recommend that the Congress take the Reciprocal Trade Agreements 
Act under immediate study and extend it by appropriate legislation. This objec- 

» must not ignore legitimate safeguarding of domestic industries, agriculture, 

| labor standards. 

a resident Eisenhower’s request for an extension of the Reciprocal 

rade Agreements Act should be granted, provided, however, in so 
jing the safeguards suggested by him are included. 

We fully realize that we cannot live within our own boundaries and 

ogress as a great Nation. We must, therefore, have trade agree- 

ents that provide for exports and imports, but not to the extent of 
estroying our domestic industries, agriculture, and labor standards. 

We have an abundance of coal, in various sections of the United 
States. We also have the machinery and the skilled manpower to 
produce the coal in sufficient quantities to supply all demands regard- 

ss of how great they may be. 

In ack lition, we have rail transportation systems that are second 

none. Their facilities are adequate to meet all transportation 
eeds regardless of the tonnage to be transported. We must, there- 
fore. leave nothing undone to properly safeguard these two very 
mportant basic industries. 

The coal industry has only one commodity to sell, and that is coal. 
\ curtailment in coal consumption naturally brings about a curtail- 

ient of coal production. The ultimate result is a shutdown and 

any employees forced out of employment. When a coal mine is 
shut down for any length of time it cannot be rehabilitated overnight. 

The railroad industry has only two commodities to sell, i. e., pas- 
enger transportation and freight transportation. Therefore, a cur- 

tailment of coal production ni aturally brings about a curtailment in 
railroad transportation. The curtailment in coal consumption has 
ilready been felt in the railroad industry 

The amount of residual oil imported into the United States last 
year was equal to 31 million tons of coal. In 1952, railroads trans- 
ported 83 percent of all the coal produced in this country, and by 
applying this percentage to those 31 million tons we find that the 
railroads lost 26 million tons of coal traffic. 

On that basis, railroad workers lost $43,335,000 in wages last year. 
Such a loss involved layoffs not only for the men who man the trains, 
but for those who take care of the rolling stock as well as for track 
repairmen, bridge and signal maintainers, , those who. handle supplies, 
and even office employ ees. 

We railroad employees have felt the effects of dercigs residual oil 
since shortly after hostilities ceased in World War II. The aggregate 
loss in wages to this alien product amounted to more than $180 mil- 
lion from 1946 through last December. Again I point out that this 
figure was computed by using only the percentage of United States 
produced coal carried by the “railroads each year and applying it to 
the coal equivalent of residual-oil imports. 

As I indicated earlier, we are also deeply concerned as taxpayers 

ibout the revenue losses that are a consequence of payroll decreases. 
Not only does the drop in wages prevent employees eas contributing 
their normal share in this regard, but there are also serious decreases 
n various sources of tax revenue that result from the ace ompanying 
decline in the buying power of this important economic group. 
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I am sure that no one will deny the fact that the railroads are 
looked upon as our second arm of defense. Statements were made 
after the close of World Wars I and II by many in authority and who 
were in possession of actual facts, that if the railroads had failed to 
meet the transportation needs, we would not have come out victorious 
in those two great conflicts. In the present conflict the railroads have 
been equal to all transportation A regardless of how great the 
demand has been. 

A total of 433,000 carloadings would have been required to replace 
the 26 million tons of coal displaced by foreign residual oil in 1952 
With the average turnaround time in the eastern district and Poca 
hontas region being some 14 days, a hopper car could make an aver 
age of 26 trips per year, so those 433,000 ¢ arloadings would have ke pt 
17,000 cars in continuous use. Having this many additional cars in 
service would be a definite step in the “direction of national security, 
because there is no doubt that if we get into an all-out shooting war 
without first doing something about “this situation, there just won't 
be enough hoppers to get the coal where it is needed. That is some 
thing to which every one of us should give very serious thought in 
the light of unsettled world conditions. 

I repeat, the railroads have only two commodities to sell, passenge1 
transportation and freight transportation. If they are denied the 
wrivilege of selling these two commodities, they cannot survive. 
Prasat ition is the lifeblood of the railroad industry. I therefore 
most a urge this committee to render a favorable report on 
H. R. 4294 and that you leave nothing undone to bring about its en 
actme af in the present session, partic ul: irly section 13 (a) (2), which 
contains the 5-percent quota limitation on foreign residual fuel oil. 

That concludes my statement. I thank you very much for the time. 

I would like to state for the record that I am authorized to represent 
the Brotherhood of Locomotive Firemen and Enginemen in this par- 
ticular matter. I have here a letter to me from Mr. Jonas A. McBride, 
who is vice president of that organization, which I would like to file 
for the record to follow my statement. 

The CuarrMan. Without objection, it is so ordered. 

(The letter referred to is as follows :) 

BROTHERHOOD OF LOCOMOTIVE FIREMEN AND ENGINEMEN, i 
Washington, D. C., May 1,1950. i 
Mr. W. D. JOHNSON, 


Order of Railway Conductors, i 
Washington, D. C. 

DEAR Str AND BrorHeER: This will authorize you to represent me in the state- 
ment you have prepared for presentation to the Ways and Means Committee 
of the House of Representatives in favor of H. R. 4294, regarding limitation of 
imports on residual oil. 

With best wishes and kindest regards, 

Yours fraternally, 
Jonas A.McBRIDE. 

The CuarrMan. We thank you, sir, for a very fine presentation of 
this subject. I wish to call your attention to page 2, where you say 
President Eisenhower in his state of the Union message made the fol- 
lowing statement: 


Our foreign policy must be clear, consistent, and confident. 
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And: 


Our foreign policy will recognize the importance of profitable and equitable 

rid trade 

| further recommend that the Congress take the Reciprocal Trade Agreements 
under immediate study and extend it by appropriate legislation. This ob- 
ve must not ignore legitimate safeguarding of domestic industries, agricul- 

ire, and labor standards. 


king immediate action now. And there are safe- 


in this bill, in H. R. 4294, exactly as was suggested in this mes- 
we, Thank you, sir. 
Mr. Jounson. Thank you very much, Mr. Chairman. 
Phe CnarmMan. The next witness will be Mr. Thomas Kennedy, 
e president of the United Mine Workers of America, Washington. 
( 


Will you state your name and connection, please. 








Of course, we are ta 


— 
ards 


STATEMENT OF THOMAS KENNEDY, VICE PRESIDENT, UNITED 
MINE WORKERS OF AMERICA, WASHINGTON, D. C. 


Mr. Kennepy. My name is Thomas Kennedy. I am vice president 
of the United Mine Workers of America. I live in Hazleton, Pa. 
[ present for your consideration the following facts having to do 
with the disastrous effects of unrestrained importation of residual oil 
on the coal industry of the United States, both bituminous and 
unthracite. 

On March 25, 1953, I addressed letters to Secretaries of State, Com- 
merce, Interior, and Treasury. The letter to Secretary of State John 
Foster Dulles reads as follows: 


Marcu 25, 1953 
Hon. JouN Foster DULLES, 
Secretary of State, Washington, D. C. 


Dear Sir: As an interested citizen of this Nation and an officer of the United 
Mine Workers of America I realize what tremendously complicated problems 
confront the man who serves as United States Secretary of State and I know 
that, unless he has acquired the knowledge during some phase of his past 
areer, the man who holds this office can only keep informed on industrial and 
economic problems of national importance, such as the coal industry, through 
his advisers. 

In this connection I am wondering if you are being properly informed con- 
cerning the unrestrained importation of residual oil which threatens to dis- 
rupt the fuel situation throughout the country in general and the coal industry 
in particular. This is regrettable because the coal industry is basie to our 
Nation’s economic welfare and the disruptions which develop therein will in- 
evitably penetrate into other businesses. 

This unrestricted flood of residual oil from foreign sources is causing hun- 
dreds of mines to close and has thrown thousands of mineworkers out of em- 
ployment. Moreover, unfavorable economic conditions in the coal-mining areas 
are compelling mineworkers and their families to move to other localities and 
these skilled miners will not be available should an emergency occur which 
would require increased production of coal. 

I cannot emphasize too strongly the dangers inherent to our national welfare 
in this situation and I respectfully request that you give some thought to cor- 
rective measures in line with President Eisenhower's statement that extension 
of the Trade Agreements Act “must not ignore legitimate safeguarding of 
domestic industries, agriculture, and labor standards.” 

Yours very truly, 
THOMAS KENNEDY, Acting President. 
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On April 10 I received the following reply from Harold F. Linder, 
Assistant Secretary of State: 

DEPARTMENT OF STATE, 
Washington, April 10, 1958. 

My Dear Mr. Kennepy: The Secretary has asked me to reply to your letter 
of March 25, 1953, concerning the effects of current imports of residual fue! 
oil upon employment in the coal-mining industry. The Department is anxious 
to review all available facts bearing on this situation, and appreciates havin 
an expression of your views. 

We have been studying the question for some time in connection with certain 
bills now before the Congress which propose reducing residual fuel oil im 
ports to 5 percent of the domestic demand in the preceding year. 

Our analysis does not seem to lead to the conclusion that residual fuel o 
imports are a major cause of market difficulties for the coal-mining industry 
These difficulties seem to have resulted primarily from the dieselization of th: 
railroads and from the decline in retail deliveries of coal. In both of these 
uses, domestically produced fuels—diesel oil, heating oil, and natural gas—ar 
taking the place of coal. 

A restriction of residual fuel oil imports would not, in the light of the facts 
available to us, appear likely to increase significantly the demand for coal. There 
is also some question of the permanency of such increase as might occur 

The effects of any restriction of residual fuel oil imports would be very im 
portant in our foreign relations. Such action would create difficulties for Ven 
zuela and the repercussions could hardly fail to affect adversely the national 
interests of the United States. 

These wre the conclusions to which our review of the facts has led us. We 
should, of course, welcome an opportunity to discuss this problém with you o1 
members of your staff. 

Sincerely yours, 
Haroip F’. Linper, Assistant Secretary. 

It is to be noted that in his reply for the State Department, Mr 
Linder attempts to minimize the impact of unrestricted importation 
of residual oil and its detrimental influence on the coal-mining indus 
try of this country by pointing out that dieselization of the railroads 
and decline in retail deliveries are the principal causes for reduction 
in coal consumption, rather than the utilization of residual oil. 

However, an analysis entitled, “Who Uses Residual Oil in the East 
and Appalachians,” which appeared in the March 1953 issue of Coa! 
Age successfully refutes the inaccuracies of Mr. Linder’s almost fal 
lacious statement. This analysis, covering the period from 1946 to 
1951, discloses that most of the residual oil is used in industries that 
normally consume domestic oil and coal in their heating and manu- 
facturing processes. 

It shows that there was an increase of residual consumption of 52.9 
percent in smelting, mining, and manufacturing; 13.2 percent in 
vessels; 43.6 percent in heating; 114.7 percent in electric utilities; 
and 6.2 percent in military—while falling off only 8.8 percent in oil 
companies; 39.7 percent in railroads; and 44.8 percent in gas utilities. 
These figures prove conclusively what extensive damage has been done 
to the coal in lustry of this country by the indiscriminate dumping 
of foreign residual oil in violation of every concept of fair competi- 
tion as between fuels. 

In the same issue, Coal Age points out that the 128 million barrels of 
residual oil which flooded our east coast in 1952 were equivalent to over 
30 million tons of coal. It is very doubtful that any expert in the 
State Department or anywhere else can dispute the accuracy of these 
figures and statements. Furthermore, by no stretch of imagination 
can they point out, in truth or in fact, that the dumping of this resid- 
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ial oil has not adversely affected the coal industry, has not had seri- 
ous impact on our economy, has not caused unemployment and loss 
if jobs and has not created difficulties in many of the coal-producing 
States such as Pennsylvania, Ohio, and other coal-producing Southern 
states. 

Those who favor continuance of the reciprocal trade agreements 
without change point out the difficulties which may confront the peo- 
ple in Europe and elsewhere if there is any tightening of trade rela- 
tions, and no doubt consideration should be given to such factors. 
However, by the same token some consideration, in fact a great deal 
of consideration, should be given to Americans and to the ‘American 
economy. It is idle to make the statement that we should provide for 
the people and economies of foreign countries and not to provide for 
employment for our own people in the coal-producing States, or indus 
tries adversely affected. I doubt that the American people are in 
favor of any such policy. 

Those who oppose changing reciprocal trade agreements frequently 
refer to the necessity of cooperating with our allies. It is unfor- 
tunate, however, that our Allies do not display evidence of the same 
cooperation to their European neighbors. For instance, Great Britain 
refuses to join them in the Se human plan for coal and steel because 
of the repercussions on her export trade and detrimental effects on 
the welfare of her woring people. In this respect England deals with 

ealities, protects her own interests, and is not unduly impressed with 
any cooperative theories which might endanger her economy. 

When I was in England not too long ago, I was told that while the 
total volume of exported British coal was not very high in comparison 
with prewar figures, the fact remained that England was exporting 
substantially more coal now by way of manufactured articles. ‘This 
indicates that Great Britain does not engage in trade relations on the 
basis of harming her export trade. On the other hand, it seems that 
the United States, to all practical purposes, 1s willing to act as the 
guinea pig in these philosophical and unrealistic ventures. 

1 would like at this point, Mr. Chairman, to make this observation. 
With respect to international trade matters, I was at meetings in 
Europe and England when the Shuman plan was in its formative 
stage. The mineworkers on the Continent were in favor of the Schu- 
man plan. The mineworkers and the National Coal Board of Great 
Britain were opposed to it. The wage standards in Britain are very 
much higher than the wage standards on the Continent. Great Brit- 
ain was afraid that if she went into the Schuman plan, the price of 
coal might be fixed that would not permit her to pay her standard 
of wages. Continually she was opposed to going into it and did not 
go into it. They did not want their st: andards interfered with. That 
went for the entire British mining industry, including the miners 
union, and the National Coal Board that represented the government. 

In our international trade relations, we find this situation over 
there: that our exports have been practically shut cff, our exports of 
coal to Europe. We find that Poland is now one of the outstanding 
countries in the export of coal. She was supposed to export around 
20 million tons in 1952. 

Of course Poland acquired the Silesian coalfields, and with the min- 
ing machinery that she got in from Russia, originally made in the 
United States, they have been able to increase their production so that 
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it is an exporting nation in coal right at the minute. That eoal is 
being sold in France, Belgium, Holland, and up in the Scandinavian 
countries, at prices which will not permit competition of the America; 
export. 

I think if you will analyze the situation you will find that we are, 
in reality, paying the bill. For instance, in Great Britain last year 
‘oal production was about 214 million tons. About 14 million tons of 
that coal went into export. The cost of that coal at the mine was about 
$8.12. Great Britain realized $7.84 in our money for that coal. In 
other words, it was subsidized to the extent of 28 cents per ton or 
more in order to permit the payment of standard wages in Great 
Britain. 

The wages are not too high yet. They are about $6 per day as 
against, possibly, $3 on the Continent. 

I make this observ: ation so that you might know just what is hap- 
pening with regard to our international relations as it affects coal- 
producing countries in Europe. We are practically in the same posi 
tion in the United States with regard to the importation of residual 
oils. I personally think that the time has arrived when Americans, 
as represented in the coal industry, are entitled to some consideration 
in these matters. 

Men thrown out of employment in American industry by reason 
of unregulated importation on residual oil are not very likely to 
accept the answer of the State Department as a valid reason for their 
loss of work. Nor are they willing to accept the tortuous reasoning 
of so-called experts on international trade. They know that the mines 
are shut down. They know they are idle. They know that unre- 
strained importation of residual oil is replacing coal in large volume 
and under our representative form of government they expect Con- 
cress to take steps to correct this situation. 

Numerous coal-producing States have been adversely affected by 
this unrestricted importation of residual oil, but I think the following 
facts concerning the bituminous coal industry in Pennsylvania illus- 
trate what is happening throughout the country; 109,202 men were 
employed in Pennsylvania’s bituminous coal industry in 1947 and 
only 76,676 worked therein in 1952, or a decrease of 32,526 men. It 
is true that other causes contributed, but the chief reason for this 
unemployment was imported residual oil. 

Unemployment increased in proportion to increased importation 
of residual oil and nearly 9,000 additional mineworkers were thrown 
out of work between January 1952 and February 1953. Further 
inemployment is anticipated unless the situation is corrected. Pro- 
duction was similarly affected, and 57,452,065 less tons were mined 
in 1952 than were produced in 1947. The decrease from January 
1952 to February 1953 alone was 3,291,735 tons. 

Coal mining is our basic industry and this loss of tonnage not only 
affects coal mining but it also adversely affects related industries. 
During this period 5,000 anthracite mineworkers in Pennsylvania were 
also thrown out of wor k, and all these factors had an injurious effect 
upon the economy of Pennsylvania and every other coal-producing 
State. I am not an economist nor a statistician, but I am somewhat 
familiar with the economy of the coal industry; and I say to you that 
if this situation is not corrected it will eventually have a bad effect 
on the national economy. 
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In wage conference after wage conference the representatives of 
the coal operators have repeatedly pointed out the difficulty of com- 
peting with residual oil and its adverse effects upon the coal economy 
of our Nation; all of which have had a bad effect upon the wages, 
working conditions, and the standards of living in the United States. 
[his is one of the many reasons why the United Mine Workers of 
America joins with the coal operators in urging upon Congress the 
adoption of legislation which will bring about necessary corrections 
such as are contemplated in the Simpson bill. 

In our judgment the recent suggestion for the appointment of a 
commission to study the question is simply an obstacle placed in the 
way of an early solution of this problem and the theory of creating 
a commission, in our opinion, is just another postponement of the 
settlement that must eventually come to pass for the protection of 
Americans and the American economy. We know all the facts about 
importation of residual oil and its disastrous effects upon our indus- 
try. No commission can give us additional information which we do 
not now possess. In reality a commission elected by the people of 
the United States, in the person of Members of the House and Sen- 
ate, is now in session and having those facts presented the them per- 
sonally. In our form of government it is expected that they will 
have the wisdom and foresight to solve this problem on the basis of 
the requirements needed for the well-being of our citizens, our in- 
dustries, and our Government. 

It is our judgment that a solution of the problem with regards to 
the extension of trade agreements must not disregard the following 
statement made by President Eisenhower in his state of the Union 
message last February : 

This objective must not ignore legitimate safeguarding of domestic industries, 
griculture, and labor standards. 

If this objective is to be attained, the importation of resdual oil must 
he restricted to safeguard the basic coal industry and all other in- 
dus a related thereto. 

The Cuamman. Thank you, Mr. Kennedy, for your statement be- 
fore this committee. It is very interesting and very informative to 
the members, I am sure. 

Are there any questions? Mr. Eberharter will inquire. 

Mr. Esernarter. I just want to note that this is one of the most 
persuasive statements that has been presented to the committee as yet. 
It is done as a result of what I assume is mature judgment based 
on facts. 

I want to particularly commend Mr. Kennedy for his statement 
on the wy page of the effect that the suggestion for the appoint- 
ment of a commission to study the question is simply an obstacle 
placed in ‘the way of an early solution to this problem. I believe on 
the opening day of these hearings I made a statement almost to the 
same effect. 

Mr. Kennedy, we have been studying this question perhaps about 
50 years, when it was first proposed by ‘Theodore Roosevelt, I think, 
who was the first proponent of it, or as Mr. Reed reminded me, Presi- 
dent McKinley. We have had this act in effect for 20 years, and 
our Tariff Commission has been studying it. Our committee here, 
the Ways and Means, has been studying it on the average of about 
every 3 years. 
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I agree with you when you say we have all the facts, we have all we 
need to know, and this appointment of a commission is merely to avoid 
meeting the issue head on. It just is to postpone it. It is an old dodge 
of refusing to face up to the facts and make a decision. So I agree 
heartily with that statement. 

Mr. Kennepy. Well, thank you. As one whois a little familiar with 
legislative affairs, I would say that it is just a legislative trick, as we 
would know it, in legislation. 

Mr. Exsernarter. In this instance it is an executive trick, Mr. Ken- 
nedy. 

Thank you very much. 

Mr. Kennepy. Thank you. 

The Cuarman. The next witness is Mr. R. L. Ireland, chairman 
of the executive committee of the Pittsburgh Consolidated Coal Co. 


of Cleveland, Ohio. 


STATEMENT OF R. L. IRELAND, CHAIRMAN, EXECUTIVE COM- 


MITTEE, PITTSBURGH CONSOLIDATED COAL CO., CLEVELAND, 
OHIO 


The Cuarrman. Will you give your name and the capacity in which 
you appear. 

Mr. IreLtanp. My name is R. L. Ireland. I am chairman of the 
executive committee of the Pittsburgh Consolidated Coal Co. I am 
here in the capacity of representing the coal industry. I have been 
in the industry 33 years, both producing and merchandising coal. I 
have come with no prepared statement. I merely want to, with your 
indulgence, highlight some of the things that you have already had 
pointed out to you today. 

I think the first and important thing that we must consider in this 
connection is, are we in a defense or peace economy. We are stock- 

viling strategic metals, we are drafting men, we are increasing our 
buildtags for making war materials. If we are going to have a bal- 
anced economy, preparedness economy, we must have a sound coal 
industry. I am not here to plead the competitive problems of the 
coal industry. I have been in them for 33 years. I am here to talk 
primarily about the effect of dumping residual oil along our Atlantic 
seaboard and thus weakening the coal industry and the railroad indus- 
try that serves it. 

I would like to recall to you that Winston Churchill, in 1942, said 
that coal is the foundation and to a very large extent the measure 
of our whole war effort. The coal industry is not susceptible to as 
rapid expansion in the future as it was in World War II. 

Mr. Campbell explained that to you in some detail, and I subseribe 
to everything he said. 

I might suggest, inferentially, that it might be wise if the Defense 
Department stockpiled locomotives rather than letting them be cut 
up for scrap. They may be needed some day, and it takes steel and 
time to build locomotives. There may be a shortage of crude oil 
products, too, some day in the future. 

Coal is highly competitive with home-produced oil and gas. Home 
refining produces more than enough residual oil to take care of steam- 
ship bunkering, open-hearth fuel, and other uses where residual oil 
is preferred, and leaves a substantial surplus for fuel under boiler 
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arket. I mean by that that regardless of what some people say 
ou could cut out all the imports ition of residual fuel and we would 
till have a highly competitive situation along the Atlantic seaboard 
o fuel the needs of industry. Coal and oil would still be in com- 
tition and the customer would still be buying coal at a reasonable 
rice, or fuel at a reasonable price. 

I want to comment on Secretary Weeks’ statement of May 5, when 
e said: 









If these industries feel that the present level of imports of lead, zine, and 
etroleum are causing or threatening to cause serious injury to them, they have, 
under the terms of the Reciprocal Agreements Act at present on the statute 
oks available to them, prescribed procedures for seeking remedial action. 
is my understanding that they have not requested such action of the Tariff 
InmSSsION, 

















I call your »ttention, gentlemen, to the fact that tariff is not the 
inswer. It is the practice of the oil companies to sell their residual 
oils at whatever price it takes to move them. And if they sell it 
heap enough, John Q. Public pays for it in his price for gasoline. 
It is very simple in the oil industry to make more or less of any one 
of their major products and to adjust the prices as between them, so 
that what we lose on the pigs they can make on the corn, and vice 













A tariff would not solve the problem. I am not talking in behalf 
of higher prices, I am talking for an outlet for coal to maintain a 
strong coal industry in defense economy. 

The Secret: iry of Interior, Mr. McKay, stated on Wednesday, May 















Imports of residual fuel oil, largely from Venezuela, have added to our supply 
of cheap fuel, especially in New England and on the eastern seaboard. Prior 
to the tremendous stepup in the importation of residual fuel oil, domestic fuel 
oil competed with coal for fuel under boilers on the eastern seaboard. There 
are plenty of both available without the disrupting effect of foreign residual 
oil which, during an emergency, might be cut off by submarine attack. 

Secretary of Agriculture Benson has asked that quota limitations 
be placed on certain agricultural products. We ask the same on 
residual fuel oil, not for the purpose of price support but rather to 
provide an outlet that will keep the coal industry intact. Secretary 
of States Dulles on Monday, May 4, urged that no change be made in 
the existing trade agreements act, that it be retained unimpaired in 
its present ‘form, and in the interim period of study which lies ahead 
that the Commission asked for. by the President be promptly estab- 
lished and put to work. 

I agree heartily with Mr. Kennedy that more commissions will not 
serve the purpose. At that point I can point out that the 30 million 
tons of coal equivalent that was represented by the imports last year, 
as Mr. Campbell said, is not the total effect upon the industry because 
of the size of coal. It is nearly 60 million tons that was lost in our 
coal mines. 

It is interesting to note that France, so I am told, is planning or 
has levied a tax on imported fuel oil designed to protect its market 
for its coal production. And also I read ‘with interest that the Ar- 
gentine Ambassador, Maj. Carlos Domingues, is quoted as saying that 
Argentina is ready to buy more V enezuelan petroleum if the United 
States restricts its imports. 
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That offers one specific solution to the question of what would hap 
pen if we should restrict Venezuelan oil. That is one way of doing it. 

Incidentally, nothing has been mentioned here today as yet about 
the tremendous iron-ore developments that are being carried on in 
Venezuela by both the United States Steel Corp. and the Bethlehem 
Steel Corp., both of which companies will be exporting iron ore from 
Venezuela to this country in the not too distant future—a whole new 
source of income to Venezuela. 

The Cuarrman. I believe they are opening up a mountain of solid 
iron ore down there. 

Mr. Irevanp. Exactly. So it isn’t as if Venezuela was solely de- 
pendent upon oil. It has rapidly Sree into production a brandnew 
source of revenue. If Venezuela ore is considered a reliable source of 
supply in time of emergency, how much better it would be to encourage 
Standard Oil of New Jersey and Shell to put in the necessary addi- 
tions to their present plants to make it possible to convert a large part 
of the residual which they are now making into the higher grade prod 
ucts, such as gasoline, ee, and the lighter oils. 

Venezuela, you will recall, in World War II was a fueling station 
for transatlantic planes. It a be a safe source of aviation gasoline 
if the Venezuelan refineries were equipped to make a larger percentage 
into finer products. 

Today, as you have already been told, only 60 percent of the crude 
oil remains as residual. By putting in plants similar to those in this 
country, that 60 percent could be cut down to something under 30 per- 
cent residual, thereby doubling the quantity of gasoline that could be 
made at those plants. 

Mr. Esernarrer. May I ask a question ? 

The CuatrMan. Yes. 

Mr. Exernarrer. In other words, if the American capital that is 
now investing in Venezuelan oil, if they would put up modern plants 
for processing this oil that is being produced there, so that it would 
produce the same percentage of light oils as the plants in America do, 
this problem would largely disappear ? 

Mv. IreLanp. That is correct, sir. 

However, understand, the quality of the Venezuelan oil is not quite 
as high as that in this country. So, where our own American oil going 
through an American refinery has only about 18 percent residual, 
Venezuelan oil going through the same refinery would still have some- 
thing over 25 percent residual. But it would be a very, very substan- 
tial reduction in residual oil were they to put in modern plants. That 
would cure the situation, largely, no doubt. 

Mr. Esernarter. I understand now they have about 60 percent re- 
sidual oil; is that right? 

Mr. Irevanp. Under 30 percent. 

Mr. Esernarrer. And if they put in processing plants or modern 
ones, such as we have in the United States, it would reduce that 60 per- 
cent residual to under how much? 

Mr. Iretanp. Under 30 percent. 

Mr. Eseruarrer. And that would solve this problem ? 

Mr. Iretanp. That would go a long way toward solving the prob- 
lem. But what we need now is action before all the horses are stolen 
from the barn. Mines are closing down daily. The coal industry is 

















TRADE AGREEMENTS EXTENSION ACT OF 1953 1183 


ing very badly hurt by this loss of some 30 million to 60 million tons 
of annual capacity that is being replaced by imported fuel oil. If 
Venezuela is not considered a reliable source of supply in time of 
emergency, then certainly we should not be jeopardizing our industries 
on the eastern seaboard by letting them live happily today on foreign 
fuels and run the risk in the case of an emergency of having the coal 
production available to take care of them in case the supply of foreign 
oil was cut off, 

I thank you, Mr. Chairman. 

The CHatrrMan. Does that conclude your statement ? 

Mr. Irevanp. Yes, sir. 

The Cuarrman. We thank you very much for your very fine state- 
ment. You have made a fine contribution and we appreciate it. 

Mr. Irevann. Thank you, sir. 

The CuarrmMan. The next witness will be Dr. C. J. Porter, president 
of the Rochester & Pittsburgh Coal Co., of Indiana, Pa. 

If you will give your name and capacity in which you are appearing, 
we will be glad to hear you. 


STATEMENT OF C. J. POTTER, PRESIDENT, ROCHESTER & 
PITTSBURGH COAL CO., INDIANA, PA. 


Mr. Porrer. My name is C. J. Potter. I am president of the 
Rochester & Pittsburgh Coal Co., and I reside at Indiana, Pa. 

I appear here in support of the Simpson bill. During the war, un 
der the late Secretary of the Interior, Harold Ickes, I was in charge of 
distribution of coal in the United States. I want to talk to you gentle- 
men very briefly about the kinds of problems and the demands that 
were made during that time so that we can see what kind of a coal 
industry the United States really needs. 

Mr. Sruurson. Did you say you were in charge of the distribution of 
coal throughout the United States ¢ 

Mr. Porrer. That is correct, and in conjunction with the British I 
was partially in charge of worldwide distribution of coal during the 
war. 

At the start of the war, coal was in surplus supply. We convinced 
industry that it would be necessary to stockpile huge amounts. In- 
dustry did that. The petroleum industry came to us ; with the request 
for substantial conversions. In other words, the petroleum industry 
could no longer take care of its then portion of the United States sup- 
ply. It was necessary, in order to do this, to substantially increase 
production in the United States. This was brought about very quickly 
by the use of strip mining, contour strip mining, primarily in the 
States of Pennsylvania, West Virginia, and Ohio. 

We then were in a position to make these conversions. It has been 
pointed out today, gentlemen of the committee, that that opportunity 
no longer exists. Further, it was necessary for us in the Government 
at that time to call on the anthracite miners to work 7 days per week 
and 9 hours per day, to partially supply the anthracite needs of the 
Northeastern States. Even with this additional worktime it was still 
necessary to ration anthracite. 

At the same time, it was necessary to ask producers and miners in 
the southern part of West Virginia, Kentucky, and Tennessee to em- 
bark on a 7-day work program of 9 hours per day. This they did 









































1184 TRADE AGREEMENTS EXTENSION ACT OF 1953 


gladly. It was only through those two methods that we were able to 
fuel the United States and some of our allies during the war. But 
even while we were doing it, 1 want you to remember that we still had 
rationing, we still had dimouts along the seaboard, we still had terrific 
supply problems. A widespread ‘diversion of that type costs the 
United States a great deal of money. It was necessary for example 
for us to rail coal from west Kentue ky to Halifax, Nova Scotia. We 
had to ship coal from Pennsylvania to the Northwestern States. It 
was necessary to ship coal out of the East into the State of Texas. 
Obviously, that imposed a terrific burden on our transportation sys 
tem. Now we sit here today with the bituminous coal industry and 
the anthracite industry being, shall we say, sniped at by residual fuels 
and a substantial loss of its markets. 

The manpower in those industries is declining substantially. The 
number of mines that we have available to produce this coal is declin- 
ing. So now we are in the process of tearing our coal industry down, 
to substantially under the prewar level, and we are not going to have 
the ability to meet any national emergency in the future. 

You gentlemen on the Ways and Means Committee must determine 
right here what is the best for the public interest. I can assure you 
that the public interest is certainly not one which is based on the im- 
portation of residual oil. You have been very kind to the coal wit- 
nesses today. On behalf of them, I want to thank you very much. 

The Cuarrman. We want to thank you, sir, for a very fine state- 
ment, which means a great deal coming from a man of your broad 
experience. Mr. Simpson will inquire. 

Mr. Stupson. Doctor, when the Second World War started, one of 
the immediate results of enemy action was a decrease in the imports of 
fuel oil, was it not? 

Mr. Porrrer. They had to be cut off completely, sir, for all practical 
purposes. Our coal boats, sir, had to be taken out of coal service to 
bring in aluminum ore. So the terrific burden of oil plus aluminum 
transportation was thrown at the coal industry. But we did really, 
sir, have to take over the major burden of the oil consumption on the 
eastern seaboard. I am speaking of industrial oils now. 

Mr. Simpson. At that time, though, you were able, one way or the 
other, to solve it and make up for the loss of the imported oil? 

Mr. Porrer. We were, sir. I want you to understand how it was 
done. It was done by a tremendous stockpile program prior to the 
heavy industrial development, plus the opening of a great number of 
strip mines. 

Mr. Simpson. But had our dependency upon imported oil amounted 
to the extent it does today, namely 14 percent as it was testified yes- 
terday, the problem in the event of another emergency would be pro- 
portionately greater and might be impossible of solving. 

Mr. Porrer. It is my opinion, sir, that we cannot solve that problem 
if we take down any more in the bituminous coal industry. We have 
a chance to do it now. I don’t say we can do it successfully. 

Mr. Srwrson. Do you mean by that that our mines are closing and 
if more and more closed, if we haven’t already reached it we could not 
in an emergency make up for it ? 

Mr. Porrer. That is correct. Of course it is debatable. I think we 
are probably just a little past that point and cannot meet all the re- 
quirements if we were called upon, that is, in the coal industry. 
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The Cuarrman. Again we thank you, sir. 
The Cuarrman. The next witness will be Mr. B. E. Urheim, execu- 
tive secretary of the American Retail Coal Association, Chicago, Ill. 


STATEMENT OF B. E. URHEIM, EXECUTIVE SECRETARY, AMERICAN 
RETAIL COAL ASSOCIATION, CHICAGO, ILL. 


Mr. Urner. Mr. Chairman, in the interest of saving time, I would 
like to suggest that if my written report can be included in the record, 
I will comment briefly. 

The CHAtrMAN. Without objection, it is so ordered. 

(Mr. Urheim’s prepared statement follows :) 


STATEMENT OF B. E. URHEIM, EXECUTIVE SECRETARY, AMERICAN RETAIL COAL 
ASSOCIATION 


My name is B. E. Urheim. I am the executive secretary of the American Retail 
Coal Association with headquarters in Chicago, Ill. Our organization is a federa- 
tion of 55 local State and regional retail associations in 27 bituminous-coal-con- 
suming States. We represent retail coal merchants marketing virtually all bitu- 
minous-coal tonnage sold at retail annually in the United States. Our members 
purchase and sell to millions of small consumers approximately 75 million tons 
of coal annually. Our members and their millions of customers are affected ad- 
versely by the unlimited importation of foreign residual oil which has displaced 
fine coal bituminous markets on the eastern seaboard. We are affected in two 
separate and distinct ways, first, in the necessity of payment of increased fuel 
costs, and second, by lack of an adequate supply of the kinds, grades, and sizes 
of domestic coals required for retail consumers. 

It is not our intention to repeat any of the testimony presented by witnesses 
representing other branches of the coal industry. My testimony will be confined 
to the effect of foreign residual oil importation upon our members and their 
customers. On June 7, 1950, we submitted a statement to a Senate Subcommittee 
on labor and Public Welfare in behalf of the retail industry when the Congress 
was originally considering legislation to restrict or tax importation of residual 
oil, at that time we said and I quote: 

“It is clear to us that the loss of eastern slack markets will result in increased 
costs for the better grades of prepared sizes of the coal which must be purchased 
by the retailer for his household and commercial customers and, strangely 
enough, will actually result in the anomalous situation of a shortage of retail 
coal in the midst of general overproduction in the bituminous industry as a 
whole.” 

The outbreak of the Korean war succeeded in temporarily solving the problem 
by diversion of foreign residual oil to other markets and uses, but not for long. 
The results predicted in the statement I have just quoted have occurred and 
serious harm has been done, not only to our members, but to our customers. 

It is important to note that our retail coal purchases are not made from all 
producers of coal and they never have been. For the purpose of meeting the 
needs of our domestic and commercial customers, i. e., homes, apartments, and 
the like, or in other words the small consumer, retailers have traditionally pur- 
chased the highest-quality bituminous coal mined and have required cleaning, 
sizing, and preparation not demanded or needed to such a great extent by the 
other customers of the producing industry such as railroads, utilities, and 
industries. The major portion of the bituminous coal purchased by our members 
come from a relatively small number of the thousands of mines scattered 
throughout the country which produce bituminous coal. 

While bituminous coal is produced in many areas in the United States, there 
is a widespread difference in the inherent quality of such coals. The pro- 
ducers of coal supplying the greater part of the retail coal industry’s needs are 
concentrated in districts having coal of better inherent quality. For example, 
what we refer to as district 7 and 8 coals, mined in West Virginia and eastern 
Kentucky are purchased in large quantities and such quality coals are shipped 
into every State east of the Mississippi River. In order to illustrate what has 
happened to our industry I shall refer specifically in this statement to one 
producting district, No. 7, from which most of the low-volatile bituminous coal 
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originates. There are a number of metropolitan communities where bituminous 
coal is used in hand-fired equipment where it is required (by air pollution ordi- 
nances) that low-volatile coals be used in all such equipment. In such com 
munities both the retailer and the consumer have the responsibility of seeing 
to it that only such coals are used. It should be remembered that it is the class 
of people in modest financial circumstances who have been unable to switch to 
stoker-fired operation or to substitute fuel gas and oil who have the most direct 
interest in the availability and the cost of a product which they are by law 
required to use. If there is to be adequate production of the household grades 
of these quality coals there must be a market for the slack or fine coal which 
in district No. 7 runs from 50 percent or better of the total output of such 
mines 

A very substantial amount of this fine coal in the past has moved to the eastern 
seaboard and to New England markets for use by industries and public utilities 
The loss of these markets to foreign residual oil has created a situation where 
low-volatile producers for lack of an adequate fine-coal market have had to 
curtail mining operations. This has actually resulted in the anomalous sit- 
uation of shortages of the prepared sizes of screened low-volatile coal despite 
the fact that in the industry as a whole there is widespread overproduction, 
The mere fact that there is a strong demand for prepared sizes of coal of this 
type from retail markets does not permit the mines producing this coal to operate 
unless there is a market for their fine coal. 

Another result of loss of these markets has been to increase the cost of coal 
to the small consumer who purchases from retailers, while at the same time 
there has been a marked drop in the prices of the fine-coal sizes caused by the 
competion of low-cost foreign residual oil. During the recent period of price 
control by the Office of Price Stabilization, producers were required to submit 
figures on their realization (the total average amount of money per ton paid 
for particular sizes on all commercial sales). These realization figures dis- 
close that there has been a marked increase in the sized groups purchased and 
sold by retail coal merchants while in the same period of time there has been 
a marked decrease in the size groups of coal purchased by larger industries and 
utilities. In other words, the householder has been required to pay higher 
prices for the coal consumed by him while the larger industrial and utilities 
customers have paid lower prices and this situation has been created by pro- 
ducers’ efforts to meet the price competition of foreign residual oil. 

The following table has been taken from figures contained in an Office of 
Price Stabilization summary of bituminous coal mine data filed under ceiling 


price regulation No. 3. 


Realization by size groups, district 7 coals 


Siz Sine Size Size Size 


| group group group group group 
No. 1 No. 2 No. 3 No. 4 No. 5 
July 1948 to July 1949 | $7. 61 $7.12 $6. 47 $6. 30 $6. 43 
Latest reported period December of 1952 | 8. 30 7. 53 6. 55 5, 82 6. 04 
A mount of increase or decrease during period_.| +. 69 +. 41 +. 08 «=, 48 —, 30 


From the foregoing table it will be noted that in the first 2 groups, virtually 
all of which is purchased and sold by retail coal merchants that there has been 
a pronounced increase in the realization or price as contrasted to a pronounced 
decrease in size groups 4 and 5, none of which is purchased by retail coal mer- 
chants. It is interesting to note that the price spread between size groups 1 
and 5 in the original period was $1.18 per ton and this spread in the December 
1952 period has increased to $2.26 per ton. To us the foregoing is conclusive 
evidence that the producers of low volatile coal have been forced to get the 
maximum possible realization from retail size groups in order to offset the 
decreases in the industrial size groups. The small householder is being required 
to pay the cost of cheap fuel to a relatively few large industrial consumers on 
the eastern seaboard. Despite the lowered realization (prices) on fine coals 
these eastern markets have been lost to residual oil and to the maximum possible 
extent these producers have been required to look elsewhere for fine coal markets 
bringing them into competition with fine coal from other producing districts in 
middlewestern markets to a greater degree than is normal and the effect upon 
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these middlewestern fine coal markets has been to depress still further the prices 
f all fine coals from all districts. Here again we find that producers are faced 
vith the necessity of maintaining the highest possible level of prices on the 
prepared and stoker coal sizes used by retailers in order to offset losses upon 
such fine coals. This serves to increase the fuel prices of millions of small 
onsumers of our product and it is our position that this is too much to pay for 
nlimited importation of a foreign product, the benefits of which accrue to so 
elatively few consumers and oil companies. Our organization strongly supports 
the provisions of section 13 of the Simpson bill, H. R. 4294. 
Mr. Urnetm. My name is B. E. Urheim. I am the executive secre- 
tary of the American Retail Coal Association. We represent retailers 
marketing a sustantial majority of all bituminous coal sold in the 
U nited States. I am going to refer specifically to districts 7 and 8, 
‘oal that is produced in i the States of West Virginia, eastern Kentu ‘ky. 
ind Virginia. Those coals are the highest quality bituminous coals 
mined in the United States and they move into our entire area, con- 
sisting of something in the neighborhood of 25 States, to virtually all 
of the States east of the Mississippi and even a number of them west 
of the Mississippi. 

I would like to refer to a statement that was made by Mr. Campbell, 
that we can add to in connection with the pricing of the prepared sizes 
of coal. He indicated to you that there was a pressure upward on the 
prices of prepared sizes of coal to make up for the pressure downward 
on the fine sizes of coal which are moving or attempting to move in 
competition with the residual oil. They haven’t been very successful 

in meeting that competition, but in any event the losses of those fine 
coal markets has driven the prices of fine coal down and has served 
to increase or create the pressure for an increase on prepared sizes 
of coal which are purchased by our retail merchants and sold to 
domestic consumers. I might refer, for ‘example, to a city like Detroit. 
A very substantial quantity of district 7 coal, low volatile coal, moves 
into that market. And the pressure is upward on that coal which is 
what virtually ee of consumers in Detroit and that area actually 
buv and use each ye 

It seems to me th: at one thing, perhaps, that has been overlooked 
in these hearings, as far as our presentation is concerned, is the inter- 
ests of a consumer ina State that does not produce coal. Iam talking 
about Michigan, Minnesota, North and South Dakota, and States of 
that kind. I think the consumers in those States are actu: uly being 
required to pay more than they would normally be required to pay for 
bituminous coal as a result of the loss of these fine coal markets. 

I would like to refer to a small table that I prepared which is on 
page 4 of my prepared statement, which I think more or less proves 
the point that I have been trying to make. These figures were taken 
from the Office of Price Stabilization. The producers during the 
period of time when we did have OPS were required to submit month- 
ly figures on realization by size groups, 1, 2, 3,4, and 5. No. 1 and 
No. 2 are the sizes that we purchase and that we sell to domestic con- 
sumers and to commercial customers of the retail industry. 

Size groups 4 and 5 are basically the sizes that move to utilities 
and to industrial accounts, and the sizes that would move to the eastern 
seaboard in competition with residual oil. 

This table indicates and shows that there have been substantial 
increases from the period July 1948 to 1949 and up to December of 
1952, which was the last report, indicating that there was a 69-cent 
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increase in size group 1, and in size group 4 there was a 48-cent 
decrease. 

More or less the same picture is shown by a comparison of size group 
2 to size group 5. 

Mr. Simpson. Which sizes are comparable to residual oil ¢ 

Mr. Urner. Four and five. And those prices are apparently 
going down. They have not gone down enough to be efficient in their 
competition with residual oil, but it proves the point, I think, that 
Mr. Campbell made that the pressure is upward on sizes 1 and 2 and 
downward on the others. 

Mr. Srmpson. In other words, the overall take to the producing 
company has to be enough to meet their cost of operation. They are 
now tending to take it off the man who uses groups 1 and 2 in his 
household, to the advantage of the chap who buys the residual oil in 
an effort to meet the competition there ? 

Mr. Urnem. That is precisely the situation, Mr. Simpson. 

The spread between size groups 1 and 5 in the early eric was $1.18 
a ton; that is, $7.61 for size group 1 and $6.43 for size group 5. That 
spread is now $2.26 a ton. In other words, it has virtually doubled 
in the past two and a half years. The point of my statement is to 
indicate that I think that the small householders and the small domes 
tic consumers are helping to pay for this residual oil that a few cus- 
tomers or relatively few customers on the eastern seaboard are actu- 
ally getting. That is my statement, Mr. Chairman. 

The Cnarmman. We thank you very much, sir, for your very fine 
statement. We appreciate it. 

The CuarrMan. The next witness is Mr. Harold See, national legis- 
lative representative, Brotherhood of Railroad Trainmen, Washing- 
ton, D.C. 

Will you give your name and capacity in which you appear? 


STATEMENT OF HARRY SEE, NATIONAL LEGISLATIVE REPRESENT- 
ATIVE, BROTHERHOOD OF RAILROAD TRAINMEN, WASHINGTON, 
D. C. 


Mr. Ser. My name is Harry See, and I am national legislative repre- 
sentative of the Brotherhood of Railroad Trainmen, with offices at 
10 Independence Avenue, SW., Washington 24, D. 'C. The head- 
quarters of the brotherhood are located in the Standard Building, 

Cleveland, Ohio. We represent brakemen, yardmen, conductors, 
switchtenders, train baggagemen, and other classes of employees on 
railroads. The brotherhood has approximately 200,000 members em- 
ployed in train service in the United States and Canada. Mr. W. P. 
Kennedy is president of the brotherhood. 

The members of the Brotherhood of Railroad Trainmen are deeply 
concerned over the increasing unemployment among railroad workers 
in the eastern section of the country at a time when the Nation as a 
whole is experiencing peak production. This increased idleness causes 
us to look beyond our internal economy for its causes. 

The importation of residual fuel oil at the rate of 129 million bar- 
rels a year, we feel is partly responsible for the continued rise in un- 
employment in the eastern section of the country, where the importa- 
tion of this oil has reduced coal consumption considerably. 
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We support section 13 of H. R. 4294, because we believe that by 
placing quota limitations on the importation of oil, there will be an 
ie rease in the hauling of coal by the railroads, particularly along 
the eastern seaboard. We feel that the members of the committee 
will understand our position in this economic battle. Decreases in 
shipments of any commodity by rail must necessarily result in lowered 
rail employment, and conve rsely, increased rail traffic carries with it 
increased employment for railroad workers. 

Let us take a cold look at what is happening in the coal and rail. 
road industries partly as a result of the large importation of residua] 
oil. The coal-producing area of our country, generally speaking, the 

eastern section, is divided by the railroads for convenient reference 
int three sections: The Eastern, Allegheny, : and Pocahontas. For the 
5-year period 1948-52 in these 3 regions there has been a loss of 
18,175 jobs among railroad train- and engine-men. ‘This figure does 
not include yard enginemen or yard trainmen or any employees of the 
nonoperating crafts, only so-c: alled road men. If we include yard 
employees and members of the nonoperating groups, who are in- 
directly affected by the loss in jobs among road men, the number of 
jobs lost rises to the staggering figure of 79,457 for the Eastern, Alle- 
gheny, and Pocahontas districts for this same 5- year period. 

While we do not ascribe all of this enormous increase in railroad 
unemployment to any single cause, we cannot escape the obvious sig- 
nificance of an increase in 1 oil imports over the past 5 years toa point 
where in 1952 a total of 129 million barrels were imported. This is 
a huge increase over the figure of 53 million barrels in 1948. 

The number of cars of coal hauled during the same 5-year period 
has shown a marked decrease. In the Eastern region in 1948 a total 
of 1,554,185 cars of coal were hauled as compared with only 1,171,- 
184 cars in 1952, making a loss of 382,701 carloads. 

In the Allegheny region 1948 showed a total of 2,252,788 cars 
hauled and only 1,658,477 cars in 1952, or a loss of 594,341 carloads. 

In the Pocahontas region 2,234,723 carloads were hauled in 1948, 
as compared with 1,831,106 in 1952, or another decrease of 403,617 
carloads. 

The total loss in carload shipments of coal in these 3 regions 
amounts to 1,380,659 in the 5 years 1948-52. 

May I translate for you a few figures to show how the increase in 
oil imports, and the decrease in coal movements raise havoc with 
railroad employment. ‘The 128,510,000 barrels of oil imported in 1952 
is equal to 30,840,000 tons of coal, based on the ratio of 4.167 barre}: 
of residual oil being equivalent to 1 ton of bituminous coal. Reports 
of the Association of American Railroads indicate that 85 percent of 
all coal shipments in these 3 regions move by rail. Assuming that 
coal had replaced the approximately 129 million barrels of oil im 
ported in 1952, this would have resulted in the increased shipment of 
more than 26 million tons of coal by rail, using the 85 percent figure 
of the Association of American Railroads, all of which was lost to 
rail traffic. 

To take the matter further, this loss in 1952 alone of the shipment 
of over 26 million tons of coal results in the loss of 436,900 carloads 
of coal, based on the loading of 60 tons of coal toa car. The AAR 
states that a coal haul averages about 300 miles per car from the mine 
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to the consumer on the Atlantic seaboard. Using 80 cars per train 
for an average, the 436,900 carloads would equal about 5,461 trains. 
Since railroad operating employees are paid on a 100-mile basis, and 
the average mine haul is 300 miles, the actual loss would justly be 
three times the 5,461 trains, or 16,383 trains or train crews. 

But this still is not the ocmadlets picture. We have spoken so far 
of only the number of carloads of coal lost. As you well know, the 
other side of this movement is the bringing of empty cars to mines 
for the transportation of coal to consumers. Therefore, to obtain the 
whole effect, and to determine the total number of trains and crews 
displaced by this operation, the number of 16,383 trains lost must 
be doubled, since there would be a like number of movements of 
empty cars to the mines before there could be the same movement of 
loaded cars out of the mines. By this process we see that the alarm- 
ing total of 32,766 trains are affected. 

There are not less than 5 employees on each train crew, and after 
multiplying this by the number of trains affected, we discover this 
equals 163,830 man-days. 

Of course if residual oil were not imported, its uses would not totally 
be replaced by coal. But the increase in railroad employment in road 
train and engine service would be in direct proportion to whatever 
degree the importation of oil subsidies and its replacement by coal i 
effected. 

There are nearly as many yard train and engine employees in the 
service of the railroad industry as there are road train and engine- 
service employees, so the number of train- and engine-men concerned 
and affected would be twice the number of only road train- and engine- 
men. It is easy to see how farreaching the effects of the replacement 
of coal by imported oil can be when you further consider that these 
combined road and yard operating employees constitute only one- 
seventh of the total number of employees on the railroad. The loss 
in employment in the operating departments has its chain reaction 
effect to a much more serious degree in the nonoperating side. 

While it is true, as I stated before, that no one cause can be singled 
out as having solely produced these disastrous effects, ordinary com- 
monsense tells us that increased imports of low-cost residual oil have 
been a very considerable factor. The overall effect of the enormous 
increase in oil imports upon the general welfare of the American peo- 
ple has been most detrimental. It has profited chiefly a few large oil 
importing companies. The profit to these corporations has been 
ichieved at the expense of the coal industry and the coalminers of 
America, the American railroads and their employees and the inde- 
pendent and individual oil producers. We do not believe that this 
condition can be justified in terms of the national welfare or security. 

Since the oil importing corporations have been heedless of their 
public responsibility in this matter, the Congress of the United States 
is the last resort of those who have been adversely affected by oil im- 
ports. The railroad workers of America cling to the belief that wher- 
ever there is a wrong, there is a remedy somewhere. 

We have full confidence that your committee will find the remedy 
for this intolerable situation, and that it will be accepted by the two 
Houses of Congress. We feel the provisions of section 13 of H. R. 
1294 will go a long way toward accomplishing this. 

Thank you for your time and attention. 
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Mr. Smopson (presiding). The committee thanks you for your ap- 
pearance and the valuable contribution you have m: ade. 

Are there any questions ? 

Thank you, sir. 

Mr. Sez. Thank you. 

Mr. Stwpson. The next, and last, witness according to the paper 
before me is the gentleman from the Independent Refiners Associa- 
tion of America. Will you come forward, please, and give the com- 
mittee your name. 


STATEMENT OF ELMER E. BATZELL, ON BEHALF OF INDEPENDENT 
REFINERS ASSOCIATION OF AMERICA, WASHINGTON, D. C. 


Mr. Barzeti. My name is Elmer Batzell. 

Mr. Srrreson. You may proceed. 

Mr. Barzevi. I am here as a representative of the Independent Re- 
finers Association of America, for which the firm Myers & Batzell, 
of which I am a partner, is general counsel. Mr. M. H. Rovineau, of 
Denver, Colo., had hoped to be here this afternoon to testify before 
you, but unfortunately at the last moment he was unable to come and 
asked us to take his place. He asked me to convey to the committee 
his appreciation of your courtesy in permitting us to express our 
views before you. 

Mr. Srwpson. Thank you. You may proceed. 

Mr. Barzevi. The Independent Refiners Association of America 
is a nationwide trade associatton of domestic oil refiners. It has 
membership in all areas of the United States except the west coast, 
where petroleum is produced and refined in sizable quantities, 

We appear to give you the views of the association on the trade 
agreements program. 

There is a natural reluctance on the part of American businessmen 
to turn to legislation as the means for solving their Lusiness diffieul- 
ties. As one of our members has expressed it, “Legislation is no sub- 
stitute for the law of supply and demand.” It sometimes becomes 
necessary, however, to look toward legislation when forees which gen- 
erate the economic problems are beyond the control of businessmen 
operating in this country and are responsive not to the ordinary laws 
of supply and demand but to pressures of a diplomatic or quasi-diplo- 
matic nature which serve to upset the traditional balance which is 
derived through the normal operation of such laws. This could be 
the case in respect to imports of petroleum and its products. 

At the outset it must be made clear that this association has never 
recommended prohibition of imports into the United States. We do 
not. favor any such program. We think it is clear that the national 
interest of this Nation requires a continuance of imports if our do- 
mestic economy is to be well served and our security interests ade 
quately protected. 

On the other hand, it seems equally clear that imports in unlimited 
quantity relative to domestic demand could so upset the domestic in- 
dustry that its vigor would be destroyed and its ability to serve hope- 
lessly crippled. The real issue is not whether imports should be pro- 
hibited but at what level they should be continued so as to achieve 
sound national objectives. The secondary issue is how shall this be 
done. 
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It seems obvious that a sound, healthy, and vigorous domestic indus 
try must be the prime objective of any national policy. Without oil 
readily available at home in adequate quantities and at the proper 
time, the economy of this N: ation In peace or national emergency will 
irreparably suffer. The first line of defens is the domestic industry 
and the cardinal principle of national policy must be the preservation 
of that, industry. 

This preservation means adequate economic return to the elements 
of that industry, large and small, integrated and nonintegrated, suf 
ficient to keep the component parts healthy, expanding, and dynamic 
It means sufficient economic incentive that the independents are not 
driven from the market pee and that they can continue to retain 
their traditional place in an industry whic +h has been notably com 
petitive, to the continuing benetit of the consumers and the Nation 
asa whole. Factors which adverse ly affect the economic climate and 
which will drive the independent quickly to the wall are not in the 
national interest and must be overcome. 

A secondary objective of policy in the Nation’s interest is an aware 
ness of the facts of life abroad. We need friends in this turbulent 
world. Oil reserves now available to us and our allies must, if pos- 
sible, oe prevented from falling into the hands of our opposition. We 
believe that this objective must and can be reached without impairing 
the cardinal principle of a competitive domestic economy. 

In present circumstances, a reasonable restriction of imports is es 
sential to the preservation of a competitive domestic industry. We 
believe this can be achieved now without injury to the secondary objec- 
tive of maintaining good relationships with our friends abroad. 

Prior to World War IIL, a number of the independent refiners had 
export markets for their products. The developments of the war 
and its aftermath, including a continuing export-control policy on 
the part of the United States, largely deprived these small but im- 
portant operators of any participation in foreign markets. ‘Today 
they must depend upon the domestic market if they are to stay alive. 

The independent refiner must gain from the products which he 
sells enough money in the aggregate to cover his direct operatin 
expenses, the depreciation on the equipment which he must install, 
and the costs of the raw material—crude oil—which he must use to 
make the products. Since in most instances he owns or controls rel- 
atively little crude in relationship to the size of his operation, and 
owns and controls a relatively limited jobbing and marketing or- 
ganization, he has no opportunity to dedicate to his refining opera- 
tion the profits which may arise out of his production or marketing 
operations. His refining operation must stand or fall on its ability 
to sustrin itself and if he cannot achieve this result, he will be driven 
out of business. 

An immediate threat to the life of the indpendent refiner lies in the 
rapidly increasing importation of residual fuel oil into the United 
States. Total product imports into this country, of which residual 
fuel oil ee ‘by far the largest part, have risen well over 200 
percent in the last 7 years. During this same period product exports, 
excluding the nil ary, have generally held even or declined. 

In 1947, import of products reached the highest level in all preced- 
ing history—an average of 169,500 barrels per day. This level was 
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alf again as great as the yearly average of product imports for the 

ew, 10 years. Estimated product imports for 1953 have, until 
ecently, been scheduled at an average of 400,000 barrels per day, 
early 214 times the 1947 high. 

The consequences have been direct and invmediate. Residual fuel 
from abroad has displaced residulal fuel produced at home; the price 
if the product has remained low in the face of increasing refining and 

ransportation costs; the revenue of the refiner has fallen below that 
ecessary to sustain a profitable operation. 

The flood of residual entering the domestic market from abroad has 
een produced and transported at prices with which American refiners 
cannot compete. Full-scale operation of domestic plants to meet the 
eeds of the domestic market has been sacrificed to capacity operation 
if foreign refining installations. 

The independent domestic refiner is prepared to meet the ad- 
ustments that inevitably attend a leveling off after periods of great 
‘xpansion, such as that through which we have just passed. He cannot 
lo this, however, if the markets upon which he depends are preempted 
rv a steadily increasing flow of cheap material in the face of a gradu- 
illy leveling off of domestic requirements. 

[t is no answer to say that the refiner should cease the manufacture 
of residual. This he cannot do. Even the biggest companies, with 
the biggest refineries operating with the best quality crudes and having 
available sums to install the most modern and costly processes, have 
been unable to reduce the manufacture of residual fuel oil to zero. At 
a minimum, even as to the most efficient, 10 percent of their total crude 
throughout winds up as residual. It is the part of wisdom in the na- 
tional interest that products not needed to supply the domestic de- 
mand be left abroad. 

Residual fuel oil is principally used in industrial activities. It is 
not purchased or used by individual consumers, such as the ordinary 
household. Charges which have been leveled that an appropriate 
limitation of imports by whatever means will result directly in an 
increase in product prices to the user of a gasoline or home-heating 
oil ignores the uses to which residual fuel oil is put. 

As a matter of fact, exc ept for 1 year, there have been no significant 
increases in the price of residual fuel oil since the termination of 
price controls following World War II. At the present time the 
price at New York Harbor, for example, is some 13 cents per barrel 
under the 1947 price at the same point. This development is in face 
of vastly increased operating costs and even more substantial increases 
in the cost of capital installations. The effect of the dumping opera- 
tions is to deprive the independent refiner of a substantial portion 
of the revenue which he must get to make the refining operation 
profitable. 

The alternatives are obvious. Unless there can be an appropriate 
upward adjustment in the price of residual, the refiner can only con- 
tinue operations at a profit if there is a more than proportionate up- 
ward adjustment in prices for products which do directly affect the 
consumer, such as prices for gasoline, kerosene and home- heating oil. 
[f this upward | Macttandt in these other prices does not occur, as 
is frequently the case because of the highly competitive nature of 
the industry in which the independent refiner plays an important 
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part, then the profit margin of the independent refiner becomes zero, 
or he is confronted with actual out-of-pocket losses. 

The Independent Refiners Association of America recognizes that 
imports are not the only factors in this problem. Dhieselization of 
oo railroads and increasing availability of natural gas to large indus 

rial accounts have had their effect upon the demand for residual 
fuel oil. These are matters, however, which could be taken care of 
within the framework of the domestic industry were it not for the com- 
pelling adverse effect of the continued steady increase in imports 
to this Nation. 

I have previously pointed out that in a number of instances, in 
dependent refiners have believed the proper course of conduct was 
to effect a reduction in imports through industrial statesmanship and 
executive action. In general, it is the desire of the independent re 
finer not to resort to legis: itive rules to meet the problem. 

On March 23, 1953, Mr. Robineau, president of the Independent 
Refiners jn arn Pa for whom I am appearing today, wrote Presi- 
dent Eisenhower calling his attention to the problem of imports and 
urging his personal concern in consultation with the large importing 
companies to see whether some program could not be worked out 

under existing statutory authority and with appropriate Depart- 
ment of Justice clearance to meet this threat to the American com- 
petitive system. 

Mr. Robineau also asked in his letter that the Secretary of the 
Interior request the National Petroleum Council to study the matter 
and to recommend remedial steps for correcting what is an obvious 
problem. A copy of this letter was sent to Secretary of the Interior, 
Douglas McK: ay. 

No reply has been received from the Chief Executive. Under date 
of April 11, the Secretary of Interior acknowledged his copy and 
stated: 


I have been working on the subject for some little time and you may be sure 
that T will do my best to help work out a solution to this matter. 

Thus far, no positive course of action has been announced by the 
executive branch of the Government, nor has there been any request 
for consultation to discuss what course of action might appropriately 
be taken to meet the problem. Unfortunately, time is of the essence 
and it is no solution to the problem to wait until it resolves itself, 
if that resolution is effected by the destruction of independent re- 
finers who contribute materially to the supply of products to this 
Nation. 

Despite the fact that no positive course of action has been announced 
by the executive branch, there is no doubt but that those concerned 
recognize a necessity for some type of action. In his testimony before 
this committee last week, the Secretary of the Interior, Douglas Mc- 
Kay. declared, “Domestic production has been reduced in_ recent 
months, and there should be a corresponding cut in imports.” This 
association subscribes heartily to that declaration of principle. 

It seems to us unfortunate that this objective has not been translated 
into positive course of action by the executive branch. The failure to 
do so casts doubt upon whether the vigorous attempt of this associa- 
tion to work the problem out through industrial statesmanship and 
executive rather than legislative proceedings can be successful. If it 
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s lack of tools which makes the Chief Executive reluctant to announce 
| positive course of action, then it may well be that legislation is neces 
sary, in order to provide the means for coming to grips with the situa- 
tion. It is unthinkable that the natural concerns of foreign govern 
nents in the distribution of their oil on world markets and the anti- 
trust laws of this country, designed to foster competition, should work 
together in such manner as to leave the Chief Executive and the im 
porting companies powerless to take action in the interests of assuring 

1 vigorous, healthy, and dynamic domestic industry. 

It would seem to us that the companies operating abroad, as well as 
the domestic industry, would welcome a clear-cut statement of the 
eround rules under which the principle announced by Secretary Me 
Kay when domestic production has been reduced *There should be 

corresponding cut in imports’—could come into play immediately 
ind effect ively. If the Congress were to provide no more than a legis- 
lative specification of are a principle, and charge the Chief Executive 
with carrying it out by all appropriate means, including cooperative 
and voluntary action of importing companies, considerable would be 
gained in assuring, on the one hand, sufficient flexibility, and, on the 
other, a method for meeting adverse situations such as the present, 
when continued existence of the high level of imports is a direct and 
immediate threat to competitive factors in the industry at home. 

The nature of the problem and its consequences cannot be brushed 
aside merely by statements that there is no statistical proof that this 
or that refiner is being injured or that this or that particular cus 
tomer has been taken away. When prices are lowered at the seaboard 
there is an inevitable movement of oil into the inner regions of the 
United States. A chain reaction is set up which affects all areas of 
this country east of the Rockies. The volume of oversupply does not 
have to be large to produce this chain reaction; the consequences, how- 
ever, if they are continued, are dramatically permanent. We are al- 
ready witnessing the shutdown of independent refiners in various 
areas of the country, a result of continued low prices for products 
which they must inevitably produce if they are to ivonenglinl any 
refining at all. 

We have recently completed a survey of the association membership, 
and I think it is fair to state that a large number prefer no fixed legis- 
lative limits on the quantities of imports. It is also equally clear that 
all are vigorous supporters of a voluntary program to meet the prob- 
lem. In the latter circumstances the real question is whether the 
Chief Executive feels he has the means to assist in such a voluntary 
program and whether, given the means, he will do so. 

The particular concern of this association is with the drastic adverse 
effect of continuing imports of residual fuel oil. In only one of the 
pieces of legislation presently before this committee, the so-called 
Simpson bill, H. R. 4294, is residual oil spec ifically dealt with. An 
examination of paragraph (2) of section 13, which deals with residual 
fuel oil, convinces us that the proposed formula written there is un- 
realistic and will, if incorporated into law, create untold difficulties 
for all aspects of the industry, large and small, integrated, noninte- 
grated, domestic, and foreign. This formula does not seem to have 
been built upon the historical record, and we do not believe that it can 
be sustained in operation without tremendous repercussions adversely 
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affecting not only the petroleum industry and the consumers dependent 
upon fuel oil, but also the welfare and security of the Nation. 

It is because of the complexities attendant upon providing a flexi- 
ble arrangement for properly gearing imports of residual into the 
needs of the Nation, and at the same time preserving the balance nec 
essary to assure adequate domestic markets or domestic production, 
that the association has consistently urged industrial statesmanship 
with executive branch leadership, if that be necessary, in order to 
effect a timely and appropriate reduction in the import of residual 
fuel. The association is aware of the grave difficulties of attempting 
to resolve the problem through legislative means and appears today 
to call your attention to the difficulties which seem to us to make the 
present formula now under consideration by this committee unwork- 
able. 

As refiners, our remarks have been limited strictly to the problem 
for refiners presented by excessive fuel-oil imports. Others have 
presented and will present to you the views of producers and jobbers. 
From the independent refiners’ point of view, however, it is not possible 
to adopt a entae such as that proposed by the second paragraph of 
section 13 without hindering rather than helping the objective which 
gives rise to the desire for import legislation in the first place. 

The association has not considered what positive formula with re 
spect to residual will accomplish the objectives discussed in the early 
part of this statement. It points out, for the help of the committee, 
that there must be considerable administrative flexibility in any such 
formula and that the administration of a legislative formula would 
have to be safeguarded by appropriate standards which would avoid 
misapplication to the detriment of a vigorous domestic industry. 
These problems are great, but they must be resolved if there is to be 
a legislative solution to the problem which will not fall of its own 
weight. 

I commend to your attention in the national interest the possibility 
of a congressional declaration of policy that imports may supplement 
but not supplant availablity of domestically produced petroleum 
products. This, coupled with authority in the Chief Executive, to be 
employed, if necessary, to carry out the policy by means of voluntary 
agreements, may well be the course of wisdom in resolving this diff- 
cult problem. 

Mr. Simpson. If that completes your statement, Mr. Batzell, are 
there any questions? If not, the committee thanks you. 

The committee will now stand in recess until 10 o’clock tomorrow 
morning. 

(The following material was submitted for the record :) 


STATEMENT OF HON. AUGUSTINE B. KELLEY, OF PENNSYLVANIA 


Mr. Chairman, my name is Augustine B. Kelley, Representative in Congress 
from the 21st Congressional District of Pennsylvania. 

There are more than 4,000 families in my district whose subsistence is earned 
through employment in the bituminous coal industry. There are many others 
who are directly dependent upon coal through their employment with railroads, 
trucking concerns, suppliers, equipment manufacturers, and associated indus- 
tries. A very large number of our wage earners are now unemployed as a result 
of the loss of coal’s markets to cheap residual oil that is being imported into 
electric generating and industrial plants on the east coast of our country. Others 
are working only 1 or 2 days a week, and unless the situation is soon reversed 
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our whole area is in danger of a severe economic depression the likes of which 
we have not known in the last 2 decades. 

Mr. Chairman, the mineworkers of this country have always been in accord 
with the Government’s policy of expanding world trade without injuring the 
domestic economy. They have unselfishly accepted the experimentations of the 
Trade Agreements Act in the fervent hope that the resultant world commerce 
would tend to retain our own economic position while upgrading the standard of 
living for other peoples of the universe. But when any one phase of our trade 
program benefits only the stockholders of a few international corporations to the 
detriment of a large segment of our own populace, then the mineworkers find it 
necessary to raise their prices in protest. 

We strongly protest the unrestricted importation of residual oil, and we ask 
this committee and the Congress to adopt the provision of H. R. 4294 that is 
intended to restrict the amount of such imports to 5 percent of the domestic 
demand for the corresponding calendar quarter of the previous year. We ask 
that this provision be put into law at this time and not a year from now, for 
we already have definite proof of the grave need for such provision and we do 
not wish to wait for a commission to conduct another investigation while our 
people continue to suffer. 

Only last week the President said, and I quote: “Now, of course, in this 
exchange of goods we want to see it grow wide and to the benefit of all * * *. 
We know well that we cannot in all cases permit a complete and unregimented 
flow of goods into this country, but the job you have given your servants in 
Washington is to regulate that trade so as to cooperate to the greatest possible 
extent in our political position as well as our strength in the world, securing our 
economic position at home.” 

And while that statement was being broadcast to the country, tankers tied up 
at American docks were unloading the surplus of foreign refineries and dis- 
couraged miners sat at home trying to comprehend the absurd paradox. Is it 
necessary that they be forced to survive without employment for another 12 
months while this inequity persists? 

In deference to this committee’s busy schedule, I shall refrain from presenting 
statistics on unemployment and the serious state of depression that has enveloped 
our coalareas. You are aware of the serious hardships carried into Pennsylvania 
and other coal-producing States by the tide of residual oil from other countries, 
and I am confident that you appreciate the reasons for our desperate appeal to 
the Congress for protection from cheap foreign products. 

I should now like to point up the security aspects of the prevailing import 
policy that is directly responsible for shutting down United States coal mines. 
Other witnesses have explained that there will be no foreign residual oil for use 
in this country if we become involved in another war. They have also em- 
phasized that there will be sudden and great demands for more coal should such 
conditions come about. I call your attention to what happens to a coal mine 
when it is closed for any length of time. 

Unless pumps are kept in constant operation during shutdowns, under ordinary 
conitions the majority of mines in this country will fill up with water, and 
erosive action begins to take place. Should that mine have to be reopened, the 
first job is to send in pumps to begin the dewatering process. Many weeks are 
sometimes required to complete this job, even with the most modern pumping 
equipment. But it will still be a long time until the mine is ready to be reopened. 
As a result of the impounded water, bad roof-conditions develop; when venti- 
lation is restored as the water is pumped out, the air that comes in contact with 
the roof causes much of it to distintegrate. The next step, as a consequence, 
is to take down the bad roof, take out the bad timber, and begin installing new 
timber. Then—-and only after the roof has been made safe—comes such neces- 
sary jobs as repairing or reinstalling track, rewiring the mine, and bringing in 
mining equipment. 

Depending upon the length of time that a mine has been closed and the extent 
of the damage caused by the water, from 3 months to a year are required to 
get it in shape for resuming operations. 

During the last war I had the experience of reactivating two mines that had 
been idle for years. Fortunately, they were in an area where little seepage had 
taken place, so the problem of water and its damage effects did not enter the 
picture. But we were nevertheless required to clean up falls that had occurred 
in the meanwhile, and we had to timber, lay new tracks, build stoppage to 
control ventilation, install wire, and obtain mine locomotives, mine cars, fans, 
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d incidental equipment. Had our preparedness program not been extended 
over long period, it may have been impossible to begin operations in those 
mines in time to supply the coal needed by the steel mills and other war pro 
duction plants serving the Armed Forces. In another war such delays could 
be fatal 

Your attention is called also to the fact that when a mine is well developed 
ind then thrown into idleness, much coal is made unrecoverable through falls 
and other natural conditions. In large mines these losses may extend into the 
thousands of tons. In the past years some of our most valuable metallurgical 
lost through the closing of mines. 

It is not always possible to prevent the losses of time and resources such as 
those I have described, but there is no excuse for our permitting them to con 
tinue when it is within our power to correct conditions responsible for them. |! 
ask that you consider these factors when the time comes for you to make your 
decision on the import-quota provision of H. R. 4294. 

And please do not overlook the serious impact of foreign residual oil on the 
economic and social life of our coal miners and their families. I realize that 
there are so many ramifications to the whole complex foreign-trade problem as 
to tax the judicial resourcefulness of a Solomon. But I am certain that the 
wise old king would not have hesitated to return to the people of our country 
at the risk of exposing a selfish group of imposters—their indisputable heritage, 
the right to earn a living 

Do not be deceived by the offers of the international oi] corporations to reduce 
imports voluntarily. Curtailment of foreign residual oil must be made water- 
tight. That can be guaranteed only through a law enacted by the Congress. 

Thank you for your attention 


coal has been 





CONGRESS OF THE UNITED STATES, 
House OF REPRESENTATIVES, 
Washington, D. C., May 23, 1953 
Hon. DANIEL A. REED, 
Chairman, House Committee on Ways and Means 
Washington 25, D.C. 

Drak Mr. CHAIRMAN: Will you please permit me to emphasize to the committee 
the need for protecting certain of our strategic home industries against the devas- 
tating effects of foreign imports of residual fuel oil. 

House bill 4294. introduced by Congressman Simpson of Pennsylvania, would 
limit foreign residual fuel oil imports to 5 percent of the domestic demand. This 
section of the bill, which parallels my own bill, H. R. 2967, and bills introduced 
by others in the Congress has my unqualified support, since it is aimed at pro- 
tecting our vitally important coal industry. 

lisports of foreign residual fuel oil inflict incalculable damage upon the bitumi- 
nous coal industry, which is essential to our country’s defense, security, and wel 
fare in peace or in war. Dependence on foreign sources of fuel is contrary to the 
best interests of the Nation. 

The seriousness of the situation can be appreciated when it is understood that 
residual imports in 1946 amounted to only 44,647,000 barrels, where in 1951 the 
total reached 118,675,000 barrels, and in 1952, 128,510,000 barrels. This means: 


Displacement of more than 31 million tons of coal. 

Loss of coal revenue in excess of $150 million. 

Loss of more than 4,208,000 man-days at the mines 

Loss of miners’ wages in excess of $75 million. 

Loss of railroad freight revenues in excess of $85,983,000. 
Loss of railroad employees’ wages in excess of $41,448,806. 


That is a staggering total of loss when the Nation as a whole is considered. The 
loss is no less impressive when we consider just one section of the coal-producing 
field—the northern part of West Virginia. A day seldom goes by without my 
receiving letters from businessmen and coal producers pointing out the pre- 
carious position of business generally and asking that we do something about it. 
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The reason for this is obvious: the coal industry, which affects all other in 
dustries and businesses, is in a near state of depression. While it is true that 
the past winter was a light one, with consequent less demand for coal for heating 
purposes, it is also true that much of the lessened demand can be traced directly 
to the importation of foreign fuels, particularly along the eastern coast of the 
United States. 

The economic situation in northern West Virginia can be better understood if 
we examine some of the facts supplied by Mr. Truman Johnson, Secretary 
lreasurer of the Northern West Virginia Coal Association, about coal produc- 
tion in 22% counties in that area. 

On the average, miners are working only 3 days a week. Seven thousand 
fewer miners are employed now than at the same time last year—a loss of 25 
percent in manpower. 1952 showed a 12-percent decrease in coal production for 
this area lone. Last year’s output exceeded this year’s by between 5 and 6 million 
tons. 

The figure for the first quarter of 1953 is even more depressing when compared 
with production figures for the corresponding lirst quarter of 1952. The decrease 
amounts to 2,250,000 tons, or a 22-percent loss. 

The decline in coal production can be attributed in large part to the influx of 
foreign residual fuel oil into the United States. It is evident that there is a 
direct relutionship between lowered coal production and the tremendous in 
creases in these importations. 

This petition is not an alarmist view of an economic situation, nor is it an 
appeal from a small pressure group. Prosperity or depression in the coal indus 
try affects the entire Nation. 

It is my earnest hope that this committee will take constructive steps toward 
alleviating this situation and preventing its recurrence by favorably considering 
section 18 (a) (2) of House bill 4294. 

With all good wishes, I am 
Sincerely yours, 
Rosert MoLLouHaAn 


NATIONAL CoAL ASSOCIATION, 
Washington, D. C., May 25, 1953 
Re H. R. 4294 (Simpson) Trade Agreements Extension 
Section 13(a) (2) To Restrict Import of Residual Fuel Oil 
Hon. DANIEL A, REED, 
House Office Building, Washington, D. C. 


Dear Mr. CHAIRMAN: On May 12 and 13, witnesses from the coal, railroad and 
other industries presented testimony in support of the above identified subject 
matter. Unfortunately, it was not possible for all committee members to be 
present. Neither is it reasonable to expect the committee will have time to read 
the voluminous record we made. Therefore, I am enclosing herewith a brief 
summary of the statements by Messrs. Ford K. Edwards and George A. Lamb, 
which go into great detail concerning the economics of the situation. I am 
likewise enclosing a copy of the full statement of each of the two witnesses. The 
summary cites vou to pages in the full text for amplification of any statements 
therein contained. 

May I emphasize here the main point in the statement I made to the com 
mittee that legislation is the only effective answer to the problems facing the 
industries adversely affected by excessive residual oil imports. A copy of an 
excerpt from my statement on that point is also attached hereto 

I earnestly urge that you read the summary and the brief excerpt from my 
Statement If nothing else, please take the time to read page 2 of the attached 
summary which demonstrates that the consumer pays higher prices for refined 
petroleum products as the price of residual fuel oil is reduced 

With appreciation for the courteous hearing we have received by the com- 
mittee, and best personal regards, I am. 

Sincerely yours, 
Tom PICKETT, 
Erecutive Vice President 
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SUMMARY OF STATEMENTS OF Forp K. Epvwarps, I)rrecToR, BUREAU OF COAL 
KCONOMICS, NATIONAL COAL ASSOCIATION, WASHINGTON 5, LD. C. AND OF GEORGE 
A. LAMB, MANAGER OF BUSINESS SURVEYS, PrtTsSBURG CONSOLIDATION COAL Co., 
PiTrspurs, Pa.’ 


COAL ASKS FOR FAIR COMPETITION 


‘he case for coal is basically very simple—the opportunity to compete on a fair 
basis with other fuels. It desires the opportunity to compete for and hold such 
markets as it can, solely on the long recognized market factors of its economic 
supply costs and the services rendered. (Edwards, p.1). The international oil 
colinpanies Violate these most elementary trading principles by selling residual 
fuel oil far below the cost of crude oil and making up the losses on domestic 
heating oils, diesel fuel, etc. (Edwards, p. 2, 37-38). Coal has kept itself com 
petitive with residual fuel oil except where dumping and severe price cutting 
(sales far below price of crude oil) are resorted to. (Edwards, p. 3, 47-51). 

Coal wants a fair competitive opportunity in the fuel market. (Lamb, p. 1). 
The bituminous coal industry is characterized by thousands of separate com- 
panies whereas the two larger oil importing interests together have assets greater 
than the entire bituminous coal industry. (Lamb, p.1). Coal is a major source 
of energy that powers our economy. It has remained free from government sub- 
sidy and probably has as little government regulation as any other basic industry. 
(Lamb, p. 2). 


INJURY TO COAL AND RAILS BY FOREIGN RESIDUAL OII 


Residual fuel oil imports have increased since 1946 at a rate more than 12 
times greater than the rate of growth of the United States energy market. 
(hdwards, p. 14). Residual fuel oil imports have hurt the coal industry severely 
as indicated by a number of studies showing the direct replacement of coal. 
(Mdwards, p. 17-26). Since 1946 practically all the added residual supplies have 
gone to replace coal as the noncompetitive uses, such as ship fuel, have changed 
very little. (Edwards, p. 20) Foreign oil's “applied quota system” of pacing 
the total growth of the United States energy market including natural gas, hydro. 
etc. with its residual supplies on the East Coast must inevitably strangle effective 
coal competition in this area. (Edwards, p. 13-14). 

The east coast with residual supplies from foreign sources now totaling 45 
to 50 million tons, coal equivalent, is dependent on foreign countries for close 
to 70 percent of its heavy fuel oil (Edwards, p. 27). Losses to coal and the 
railroads from residual fuel oil are conservatively estimated at $150 million 
in coal sales, annual employment for 23,000 mine employees, and $86 million 
in revenues to the railroads (Edwards, p. 30). Coal production has been gravely 
affected by the inroads of domestic oil and gas, and the industry is in no posi- 
tion to stand the further uncalled for shocks of foreign oil’s dumping and price- 
cutting practices (Edwards, pp. 4-7). The bituminous coal 1953 output may 
be 200 million less than the record 631 million figure of 1947, part of which 
is attributable to residual imports (Lamb, p. 2). 


PRICE CUTTING AND UNECOMIC DOWNGRADING OF FOREIGN OIL 


Foreign oil not only downgrades its own crude oil but forces a severe down- 
srading of the domestic crudes (sale of the residual below the price of the 
crude) (Edwards, pp. 34-37). A market for at least 100 million barrels of 
imported residual has been established in the United States through dumping 
which has largely taken place since 1948 and which is contrary to technological 
fuel developments in this country (Lamb, p. 3). The level of residual imports 
has borne no relation to fluctuations in United States demand. (For history of 
the demand for residual, see Lamb, pp. 2-9.) 


NEITHER THE PUBLIC AS A WHOLE NOR THE MAJOR USERS OF RESIDUAL HAVE 
PERMANENTLY BENEFITED FROM FOREIGN RESIDUAL PRICE CUTS 


Foreign oil forces a certain group of its consumers (largely the small users) to 
subsidize its losses from the sale of the residual fuel oil to large industries (Ed- 
wards, pp. 37-38). Consumers as a whole do not benefit from prices on residual 


Page references are to the respective statements 
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t far below the cost of the crude as the losses must be made up (and are made 
») on other petroleum products. The cut of 35 to 45 cents per barrel in resi- 
jual fuel oil of 1952-53 was offset by a rise of 33 to 47 cents per barrel in the 
ousehold and light commercial heating oils (Edwards, p. 39). When residual 
iel-oil prices on the east coast have been lower than coal they generally have 
een of a temporary character. Over a period of time, residual fuel-oil prices 

ve averaged higher than the price of coal (Edwards, pp. 22, 40-42). 

Studies at 75 large electric plants on the east coast for 1951 showed a narrow 

1argin to exist in the cost per million B. t. u. between coal and oil (Edwards, 

p. 40-41). Year to year variations in the price of heavy fuel oil on the east 

ast are very large averaging 23 percent, whereas coal prices, in contrast, 

ive been remarkably stable over the last 5 years (Edwards, pp. 3, 41, 43, 50). 
Coal prices have remained stable even where there is no fuel-oil competi- 

on because of the intense competition between the coal producers themselves 

Edwards, pp. 3, 43). 

Residual fuel price cuts have been made to gain new customers following which 
he prices have advanced to near parity with coal (Lamb, p. 4). 

The residual fuel-oil prices have fluctuated violently in recent years as com- 
pared to the relatively stable costs for coal (Lamb, pp. 4, 5). Cuts in residual 
fuel prices have been accompanied by increases in crude oil, gasoline, and dis- 
tillate fuels, and the general public unknowingly has been financing the promo- 
tion of residual imports (Lamb, pp. 8-9). 

Residual imports add nothing to the American fuel supply as they displace 
oal as to which our reserves are ample for centuries to come. Residual may 
ffer attractive prices to particular fuel users at certain times but the effect is to 
nerease the prices on other petroleum products (Lamb, p. 10). Coal prices would 
not rise as a result of thé proposed import limitations on residual for the 
eason that coal capacity is substantially above coal production today and such 
excess supply, aS experience shows, restricts fuel-price increases (Lamb, p. 14). 


STABILITY OF HEAVY FUEL PRICES DEPENDS ON A STRONG COAL INDUSTRY 


With the east coast as a whole now dependent for some 70 percent of its resi- 
dual fuel oil on foreign reserves and foreign governments, and with every pres- 
sure being exerted by foreign governments to obtain the greatest possible profits 
from the oil concessions, and with residual fuel oil being heavily downgraded 
and underpriced (to meet coal competition), the primary stabilizing force, even 
for those who burn oil, is that furnished by a healthy domestic coal industry 

Edwards, pp. 39-48, 64-65). 


THE 5-PERCENT QUOTA WILL CREATE NO SUPPLY PROBLEMS OR HARDSHIP 


At least 90 to 95 percent by volume of the present consumption of residual 
fuel oil on the east coast can readily be reconverted to coal (Edwards, pp. 
18, 44-45). The application of a 5-percent quota system to residual imports 
vould still leave large supplies of residual fuel available on the east coast, 
enough indeed to cover the needs of plants that can’t easily convert some 10 to 20 
old; and this takes no account of current residual stocks, of a possible diversion 
to the east coast of residual now exported to Canada and countries to the south, 
to increased domestic production, or to transfers of residual to the east coast 
from other areas where the demand has been falling (Edwards, pp. 44-45). 

The proposed 5-percent Guota limitation on residual fuel oil runs to only 17 ner 
cent of the total domestic demand plus the United States exports of residual 
(1952). Thus, 83 percent of the residual market is not affected. The President's 
authority to modify quotas under the proposed legislation will take care of par 
ticular searcities of residual should they appear (Lamb, pp. 12-14) 


VENEZUELA’S BOOM AND HER DOMESTIC POLICIES 


Venezuela has had great prosperity from oil; she has little or no national 
debt, also no government deficit in 50 years: she is spending on a lavish scale 
and raising her standards of living at an extraordinary rate; she is the world’s 
second largest oil exporting country, has tremendous untapped oil reserves and 
her oil production has been rising vigorously (Edwards, pp. 52-60). Venezuela 
views the oil industry as a national enterprise and one from which she desires 
to obtain the “greatest possible profits.” Foreign capital which develops her 
oil resources must take account, primarily, of her “national interest’ (Edwards, 
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pp. 64-65). Coal bas good reason to fear that it is being strangled by the spiral 
ing climb of Venezuela’s oil boom (Edwards, p. 68). Venezuela herself relies 
heavily on duties and quotas in her effort to become increasingly self-sufficient 
and to reduce her reliance on the United States and other nations for her food 
and manufactured goods (Edwards, pp. 60-62). 


FOREIGN TRADE 


Foreign oil shields its own huge American market for the higher priced pe 
troleum products such as home-heating oils, gasoline and diesel fuel, etc. from 
its own foreign imports, but wants no shielding when it comes to coal (Edwards, 
pp. 33-34, 66-67). The brunt of the burden of the concessions granted Vene 
zuela in the 1952 amendments of the Reciprocal Trade Agreements falls on coal 

Edwards, pp. 66-68). Venezuela should have no difficulty in selling elsewhere 
the residual fuel oil which would be affected by a 5 percent quota. The average 
annual growth of her exports to world markets could absorb the loss in revenue 
if any (Edwards, pp. 69, 74). Furthermore, the rising world demand for pe 
troleum products as a whole could absorb this oil, or its refinery equivalent, in 
an average of 4 months’ time (Edwards, pp. 70, 73). Based on the experience of 
recent years, Venezuela prefers to buy the majority of her goods from the United 
States global purchases abroad provide the dollars for this “three-way” trading 
(Edwards, pp. 73, 76) 

Insofar as foreign trade is concerned, the exports of American industry should 
ve very little affected by the 5 percent quota on residual fuel oil (Edwards, pp. 
74-77). The doctrine of comparative advantages favors coal as against foreign 
residual fuel oil (Edwards, pp. 40, 76-77). Foreign trade with Venezuela would 
be substantially in balance if our oil purchases from the Netherlands Antilles 
ire included (Lamb, p. 11). Venezuela’s position with respect to foreign trade 
would be improved by upgrading her oil (Lamb, p. 11). 


sol H AMFRICAN REFINERY PRACTICES ARE LARGELY RESPONSIBLE FOR THE PUMPING 
OF RESIDUAI 


Venezuela and the Netherlands West Indies have been producing close to two 
thirds residual fuel oil from Venezuelan crude whereas the world demands now 
run to less than one-third residual fuel oil. This is a condition detrimental to 
Venezuela’s own foreign trade at the present and one that will worsen as time 
goes on (Edwards, pp. 71-72). Mild cracking processes could change these 
yields to coincide with the world demand for petroleum products (Edwards, 
pp. 38-39) 

With the Korean outbreak, the rise in world oil demand was 74 percent for 
motor fuel, kerosine, and distillates, whereas Venezuela turned out 74 percent 
residual fuel oil, a large part of which was shipped to the United States to com 
pete in coal markets with bituminous coal from Pennsylvania, West Virginia, 
and other Eastern States (Edwards, pp. 71-72). Refineries in Netherlands 
Antilles and Venezuela turn out excessive amounts of residual oil primarily be 
cause the equipment is not modern (Lamb, p. 9). 


EASTERN SEABOARD DEPENDENCE 


Enormous added energy loads have been placed on the coal industry during 
war periods, such loads, indeed, being proportionately greater in World War II 
than World War I despite the expansion of the oil and gas industry in the 
nterim (Edwards, p. 4). With some 70 percent of its heavy-fuel-oil supplies 


ming from overseas and subject to the policies of foreign governments, the 


ast coast is becoming extraordinarily vulnerable from a defense standpoint (Fd- 
ards, p. 27). Unlimited residual imports are destructive in that they shrink 
he capacity of American coal mining, the railroads and other coal carriers, 

ipacity Which could not well be restored during emergency periods (Lamb, 

10) 

CONCLUSIONS 

rhe practices of international oil companies violate well-recognized principals 
of fair competition; have lifted the east coast residual imports far beyond any 
sense of proportion to the growth of the energy demand in the area; and have 
forced an uneconomic downgrading of heavy fuel oils with sales at far below 
he price of crude oil. 
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Coal has made every effort to keep itself competitive with other fuels, but 
heroic efforts in this direction are nullified by a competitor who can and will sell 
a product at losses of 20 to 40 cents on the dollar to gain a market. The bitumi- 
nous coal industry wants a fair competitive opportunity in the fuel market. 
Coal’s only recourse is to ask for relief from these practices through a limita- 
tion of the volume of residual fuel imports (Edwards, p. 2; Lamb, pp. 1, 11-12). 


eRPT FROM STATEMENT OF TOM PICKETT, EXECUTIVE VICE PRESIDENT, NATIONAL 
COAL ASSOCIATION 


It is my purpose to demonstrate that legislation is the only effective answer 
he problems facing the industries adversely affected by excessive residual oil 
mports. Statements to the contrary notwithstanding, there are no effective 
ninistrative remedies available to us. In his testimony, the Secretary of the 
erior said: “Neither the coal industry nor the petroleum industry nor the 
ead and zine industry has taken advantage of [the] escape-clause mechanism” 
provided in the Trade Agreements Extension Act of 1951. Others have raised 
the same question. While it is true that relief could be sought through Tariff 
Commission procedures, it is more important to understand that none could be 
ained that would in any way represent a solution to cur problem 
First, Tariff Commission investigations usually require 1 year to complete, 
reas it is imperative that we secure immediate remedial action 
Second, since Vresident Truman, in making the 1952 trade concession to 
Venezuela, made the determination that the tariff rate in effect as of January 1, 
1945, was 1014 cents, the Tariff Commission would be limited by law to recom- 
ending an amount 50 percent above that figure, a total of 15% cents. That 
mount is wholly inadequate to afford the necessary protection 
Third, even if full restoration of the 1932 rate of 21 cents were possible, it 
would not solve our problem, because the foreign oil producers and importers can 
bsorb that amount without noticeable effect upon either the price or volume of 
imports. 
l‘ourth, language in the present law makes it impossible for us to justify action 
by the Tariff Commission because the escape-clause remedy must be predicated 
upon a showing that the damage results from the trade concession complained 
‘The damage we have suffered has not been due to a trade concession as such 
it is the result of the great volumes of imports which have been flooding the 
untry since 1948, irrespective of whether the applicable tariff rate is 54% cents, 
10 cents, or 21 cents 


It is obvious, therefore, that legislation is the only answer. 


(Whereupon, at 4: 40 p. m.,a recess was taken until 10 a. m., Wednes 
day, May 13, 1953.) 
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WEDNESDAY, MAY 13, 1953 


Hovst or REPRESENTATIVES, 
CoMMITTEE ON Ways AND MEANS, 
Washington, D. ¢ 
The committee met, pursuant to adjournment, at 10 a. m., in room 
102, House Office Building, Hon. Daniel A. Reed, chairman, 
presiding. 

The CuairmMan. The committee will come to order. 

The hearings will be resumed this morning with testimony from 
distinguished represent: itives from three of our great American rail 
roads. ‘They will testify in support of the provis ions of the bill im- 
posing a quota limitation on residual imports. Following the cor nple- 
tion of their testimony, the committee will proceed to hear the wit- 

esses opposed to the oil- quota section of the bill. 

The first witness this morning is Mr. J. M. Symes, executive vice 
president of the Pennsylvania Railroad Co. 

If you will just come forward, Mr. Symes, we will be delighted to 
hear you. 


STATEMENT OF JAMES M. SYMES, EXECUTIVE VICE PRESIDENT, 
THE PENNSYLVANIA RAILROAD CO. 


Mr. Symes. Thank you, sir. 

The CuarrMan. If you will give your full name to the reporter and 
the capacity in which you appear, we will appreciate it. 

Mr. Symes. My name is James M. Symes. I am executive vice 
president of the Pennsylvania Railroad; also a director of the com- 
pany. I have had 37 years’ experience in the railway industry. I am 
appearing in support of that part of Il. R. 4294 which deals with the 
importation of residual fuel oil. 

| am speaking of the large coal-carrying railroads of this country, 
and I should add that coal has been the most important item of traflic 
in the development of these enormous transportation systems. Their 
whole economy has been built around the coal business. Coal has fur- 
nished the major economic justification for such roads as the Penn- 
‘yivania, New York Central, Baltimore & Ohio, Chesapeake & Ohio, 
Norfolk & Western, Louisville & Nashville, and many others. Take 
the coal business away from these carriers and they would lose their 
very lifeblood. 

The railroad industry is interested in both the coal and the petro- 
leum industries, through its consumption and transportation of their 
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products. In 1952 the railroad industry consumed 40 million tons of 
coal and transported 397 million additional tons. Our gross revenue 
for transporting coal was $1,346,000,000—14.7 percent of the entire 
freight revenues received by the class 1 railroads in the United States 

Coal traflic accounted for 20.5 percent of the gross freight revenues 
of the Pennsylvania Railroad in 1952. It accounted for 26.8 percent 
of such revenues for the Baltimore & Ohio, 20.5 percent for the New 
York Central. 55.9 percent for the ¢ hesapeake & Ohio, 62.1 percent 
for the Norfolk & Western and 27.1 percent for the Louisville & 
Nashville. 

Now, take the petroleum industry. Last year the railroads con 
umed 4,603,000,000 gallons of oil and g: asoline. If figures were avail 
a ‘ble for railroad truck operations inc ide ntal to rail business, the con 
sumption figure would be much higher than I have cited. The rail 
roads moved 42 million tons of petroleum products, yielding $313 
million gross freight revenue. Import residual oil does not move to 
interior points and little or no rail movement is involved. 

Pennsylvania Railroad consumption of oil and gasoline in 1952 
amounted to 247 million gallons—not including our truck operations— 
and our freight revenue for handling petroleum products was $13 
million. 

These figures indicate the interest of the railroad industry in H. R. 
1294. Weare large consumers of coal and of petroleum products, and 

ve transport both commodities in great volume. I am here to inform 
you that what is going on in the way of bringing residual oil from 
foreign countries in this country, displ: icing our own coal production, 
is a very serious blow to the r: ailroad industry—and more particularly 
to those carrie rs sery ing eastern seaboard territory. The direct effect 
of this importation of residual fuel oil upon the railroad industry may 
be illustrated by the loss in freight revenue caused thereby, and the 
resultant decrease in railroad employment and decreased need for 
rail facilities for handling coal, with consequent eventual abandon- 
ment and retirement of fi cilities and equipment. 

In 1952, 129 million barrels of residual fuel oil were imported. Had 
H.R 1294 then been in effect, importation would have been limited to 
28 million barrels or a slightly greater volume than the average 

vearly importation for the 5 years just prior to World War II of 2 OF 
million barrels. On the basis of equivalent British thermal units, it 
takes 4.167 barrels of average residual fuel oil to equal 1 net ton of 
average bituminous coal. Thus, the 100 million barrels of residual oi] 
which H. R. 4294 would have excluded in 1952 was the equivalent of 
21 million tons of bituminous coal which the railroads carrying east- 
bound coal could have transported. Coal industry witnesses have al- 
ready told you that all import residual fuel oil is used along the east 
coast. 

Their data on rail tonnages and rail revenues is based on national 
averages. Our data is based on averages for coal moving from pro- 
duction areas to the Atlantic seaboard, all of which moves by rail. 

The average rail freight revenue on such coal is about $4 per net ton. 
The excess importation of residual fuel oil during 1952 represents 
almost 100 million dollars of revenue which could have accrued to our 
large coal carrying railroads if coal had been used. 

This treme ndous loss of revenue does not tell the whole story. With 
50.4 percent of 1952 gross revenues going for wages, averaging $4,344 
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per employee, this coal traffic loss reduced railroad wage payments by 
bout $50 million. It deprived approximately 11,500 American rail- 
road men of employment throughout that year. 

Che effect On tl e Pennsylv: ania Railroad of this loss of | uusiness 18 
ibstantial. About 31.5 percent of the eastbound domestic bituminous 
oal traffic is normally handled by the Pennsylvania. It would thus 
ive carried 71% million tons of the coal displaced by the excess 1m 
port residual fuel oil. With average revenue to the Pennsylvania for 

stbound bituminous coal of $3.25 per net ton, its gross revenue Was 
redeosd $2414 million or about two-thirds of the entire net income 
earned by this large railroad last year. At least 3,000 Pennsylvania 
Railroad employees were deprived of employment. 

These figures represent only the vear 1952. As the coal indust ry 
witnesses have stated, there has been a steady increase in the importa- 
tion of residual fuel oil since 1946. In that year less than 46 million 
barrels were imported. ‘This increased steadily to 129 million barrels 
n 1952, over 16.5 million barrels being imported in December of that 
vear alone. In the 7 year period, 595 million barrels were imported, 
equivalent to 148 million tons of coal. ‘This re presents $502 million 
loss in gross weil revenue, and a decrease in wage payments to railroad 
( mployees of $254 million. 

1 do not mean to indicate that this situation has created substantial 
inemployment in the country as a whole. Since 1946 employment 
levels in this country have been high, and the railroad employees thus 
displaced have no doubt found employ mentelsewhere. The important 
thing is that a large number of trained railroad employees have been 
lost to the railroad industry. If the importation of pancnnd fuel oil 
were suddenly cut off, as would no doubt happen during a state of 

. the railroads men | be called upon to transport fon to take its 
p ae Even if these e mployees coul d then be rep laced, it would be by 
persons without training in the railroad industry. Operating ef- 
ficiency would be reduced. 

I think all of us are trying to preserve and promote the use of this 
country’s resources, particularly where there is an abundance. There 
s an abundance of east and of rail transportation. Both industries 
ire operating way below capacity. That means higher unit costs. 

Neither indus try can be expected to own and maintain surplus fa- 
cilities to protect emergency conditions. We, in the railroad industry, 
simply cannot afford to hold and maintain coal carrying cars, locomo- 
tives, and other railroad facilities, to meet the possib le transportation 
r quire ments of some future emergency. 

To illustrate what I have in mind: dur ing the past winter, the rail- 
roads had stored in serviceable condition an average of 42.000 coal 
cars, just lying on sidetracks, not being used. At today’s cost this 
represents an idle investment of some $250 million. Many locomotives 
were in the same category. Excess equipment logically will be scrap- 

ed as it becomes due for repair, reducing total ownership to actual 

normal requirements. I have already stated that an average of 42,000 
coal carrying cars were idle during the past winter. The importation 
of residual oil was responsible for a large part of this equipment being 
idle. 

It is estimated that. the railroads as a whole have a net. investment 
of $2,244,000,000 in facilities and equipment for the handling of coal 
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traffic, or $5.02 per ton originated, based on 1951 data. The Pennsy!] 
vania Railroad has a net investment of $330 million in equipment and 
facilities for handling coal, or $7.43 per ton of coal traffic, based on 
1951 data. 

According to figures furnished by the National Coal Association, 
approximately two-thirds of all residual fuel oil consumed in this 
country competes with coal. In other words, about 89 million tons 
of coal is displaced by oil. Of this tonnage, the equivalent of 31 mil 
lion tons of coal came from overseas in 1952. Now, what would hap 
pen in the event of a national emergency ? 

It would certainly call for a tremendous increase in power output 
while oil imports would cease or be substantially reduced. QOoal would 
have to immediately replace not only the foreign residual—equivalent 
to 31 million tons of coal—but also meet the major part of the energy 
demands now supplied vy imported crude and its products. The 
demand for refined oils and gasoline would increase so greatly that 
it would necessitate cracking down nearly all the remaining domesti 
residual oi] and coal would have to fuel most of this 89 million-ton 
market. This is 1,516,000 carloads requiring 63,000 cars to move 
within 1 calendar year based upon the average turnaround time of 
freight cars. Can we safely assume that a depressed coal industry 
and the railroads could immediately expand suffic iently to provide and 
handle this added tonnage plus the increased coal that a war economy 
would require ? 

Even though the coal companies could produce the coal, I am sure 
the railroads would not be in a position to transport it, because of 
lack of equipment, facilities and trained employees to do so. 

As I stated a moment ago, the railroad industry cannot afford to 
maintain its great investment in facilities for carrying and handling 
coal unless there is current use for them—we cannot in today’s economy 
maintain them for standby emergency service. 

think all of us are trying to preserve and promote the natural 
resources of this great country of ours, yet I think there are few who 
recognize that this vast railroad system in our country is in fact a 
natural resource. In my opinion, it is the greatest one we have. I 
say this because if we did not have this vast network of rail lines, 
scattered throughout the length and breadth of our country, our 
natural resources would be of little or no value—and the beauty of 
the whole thing is—it is operating under our private enterprise sys- 
tem. Yet this great industry, operating within our free enterprise 
system, is gradually being destroyed—prine ipally because of lack of 
understanding of the situation existing and confronting us. Nearly 
everyone knows the importance of the coal industry to the economic 
well-being of our country. Nearly everyone knows the importance 
of the rail industry to our economy in times of peace, and how abso- 
lutely essential it is in times of national emergency. 

As I h: S said, they are both operating under the free enterprise 
system. I don’t think there are too many that want these great en- 
terprises to operate otherwise. If they do, it is but the beginning of 
eventual erosion of our entire free enterprise system. Yet that is 
exactly what is going on under our very eyes with regard to the in- 
dustry I represent. We are confronted with subsidized competition 
on all sides of us with the result that transportation is not being per- 
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formed in this country in accordance with our announced national 
transportation policy which was so clearly defined by the Congress in 
1940, and that is: 

* * * to promote safe, adequate, economical, and efficient service and foster 
sound economic conditions in transportation and among the several carriers; 
* * * all to the end of developing, coordinating, and preserving a national trans- 
portation system by water, highway, and rail, as well as other means, adequate 
o meet the needs of the commerce of the United States, of the postal service, 
nd of the national defense. * * * 

Residual fuel oil, unless further refined, can properly be called a 
yproduct of the refining process. Its price has historically fluctuated 

widely based on available supplies and competitive fuel prices. As a 
esult, even if it were economically possible, any downward revision 

| the delivered price of coal would no doubt be met by corresponding 
eduction in fuel-oil prices when such oil is in surplus. 

Statements have been made as to the inability to keep the cost of 
oal down so that it can meet competition from other fuels. The coal 
ndustry has explained to you the various methods it has adopted 
to reduce costs. Don’t think for a minute that the railroads are not 
ilso contributing to this cause. During the inflationary period fol- 
owing World W: ar II, or since June 1946, freight rates on all traffic, 
xclusive of coal, coke, and iron ore, have been increased 90 percent 
m the Pennsylvania Railroad. But coal freight rates have been in- 

reased only 55.7 percent—representing substantial contributions on 

he part of the railroad industry in its endeavor to preserve coal in 
the competitive fue! market. 

I say that the importation of residual fuel oil, depriving our own 
transport system of handling that very sorely needed coal traffic, 
is diametrically opposed to the declared national transportation 
policy as announced by Congress in 1940, particularly insofar as 
t relates to national defense. 

Unless conditions change for the better, it is my opinion that the 
Congress of the United States will soon be confronted with some very 
grave decisions regarding the railroad industry involving whether 
to foster this great transportation system as a private enterprise— 
take it over by the Government and operate it at the taxpayers’ ex- 
pense—or permit it by default to gradually pass out of our economic 
picture. I am sure Congress will elect to preserve the free enterprise 
system in the railroad industry, but it should not wait until it is too 
difficult to take that course. 

The Cuarrman. We certainly thank you for your very excellent 
paper on this question. 

There is one line here that I would like to inquire about. From the 
facts that you have presented here, it is quite evident that there has 
been a great loss of employment, that is, in your railroad system, as 
a result of the residual oil imports. Is that right? 

Mr. Symes. I would say approximately, as near as we can equate 
it, about 3,000 employees on the railroad I represent. 

The Cuamman. And I see here that you say that their average 
wages were about $4,350 per employee. 

Mr. Symes. That is correct, sir. 

The Caiman, Then as a result of that importation, the revenues 
of the Federal Government, the tax revenues, must be greatly re- 
duced. 
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Mr. Symes. Without question. Because we are taxed on income, 
and so on, and it is affecting our income, so that undoubtedly the 
Government is being penalized in the way of tax receipts. 

The CuarrMan. So we hear much about the falling off of the col 
lection of taxes throughout the country. Well, of course, here is one 
instance right here where the Government is losing revenue as a 
result of imports coming into this country in competition with the 
earning power of your employees as well as your railroad system as 
a whole. Is that right / 

Mr. Symes. Yes, sir, both from the standpoint of income tax, in 
dividual income tax, as well as corporate tax. 

The Cuatmrman. Thank you very much. 

Some of the others want to inquire, I believe. 

Mr. Jenkins will inquire. 

Mr. Jenkins. I want to make an observation, Mr. Symes. I have 
often thought how interdependent the railroads and the coal industry 
are, and you have brought that out today very effectively in your 
paper. Take, for instance, in my home town, a small tow n. There are 
these 2 big coal carrying railroads, the C. & O. and the N. & W., and 
the C. & O. running directly through the town and the other just 
across the river, and there is no question but that coal is their principal 
traffic 

And also Mr. Reed frequently does this in our committee here: He 
brings out the fact that certain localities are dependent on certain 
industries. You take, for instance, Big Sandy Valley. You are 
familiar with it. no doubt ? 

Mr. Symes. I am. 

Mr. Jenkins. Without coal the Big Sandy Valley probably never 
would have announced to anything commercially, and on the other 
hand, without the railroads, the coal would never have amounted to 
anything. So there is a great valley, with thousands of people living 
there, and practically all of them live off of the coal or off of the 
railroads, one or the other, in those little towns up the v valley , and that 
has made Kentucky probably the greatest coal-producing State in 
the Union. 

Mr. Symes. That is correct. Another good example is the city of 
Columbus, Ohio, in your home State. 

Take Columbus, Ohio, and their biggest industry would die on the 
vine. I don’t know what the city would do without it. 

Mr. Jenkins. Columbus is located in a level agricultural section, 
but over the last 50 years what you are talking about has made it 
great industrial center. 

Mr. Symes. That is right. 

Mr. Jenkins. That is all, Mr. Chairman. 

The CHarrMan. Any other questions on this side? Mr. Simpson 
will inquire. 

Mr. Srupson. Mr. Symes, I appreciate your appearance before the 
committee, and I am struck by a number of comments in your state- 
ment. The one which i impresses me substantially is the rel: ation which 
exists between the coal mines, the operation of the railroads, and our 
national defense. And on that one score alone, it is difficult to see 
how anyone can refrain from some assistance in this matter of the 
importation of residual oil. 
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If you do not have coal delivered to the mine’s mouth, you obviously 
cannot haul it. And it is your point that you cannot afford to keep 
the equipment standing by waiting indefinitely for a possible emerg- 
ency, when we will need that equipment. Is that not right? 

Mr. Symes. Absolutely. Asa matter of fact, Mr. Simpson, the rail- 
road industry today is equiped, both with facilities and equipment, to 
transport a minimum of 600 million tons of coal a year. We are 
prepared to do it. Asa matter of fact, we did do it just a few years 
back, in 1947. But we can’t go along holding that big inventory of 
35 or 40 percent more equipment and facilities than are actu: lly needed 
in the foreseeable future without an emergency. It would bankrupt 
us to hold that. 

Mr. Srpson. And by the same token, the mine producer cannot, 
on a standby basis, keep his mine in an oper able yg von 

Mr. Symes. I certainly would not think he could. We are both in 
the same boat in that respect. 

Mr. Simvson. And if either 1 of the 2 is not in a position to handle 
emergency conditions, and the n: ition: il emergency does come to pass, 
the national defense and the whole Nation suffers critic ally and may 
be disastrous. 

Mr. Symes. That is absolutely so, in my opinion. 

Mr. Simpson. Well, I think you are right on it, and I think that 
that consideration alone merits this committee’s most careful con- 
sideration. 

That is all. 

The Cuairman. Any further questions? 

We thank vou very much for your very fine statement. 

Mr. Symes. Thank you. 

The Cuatrman. The next witness is Mr. Stuart T. Saunders, gen- 
eral counsel for the Norfolk & Western Railway Co., of Roanoke, Va. 

I am very glad to see you, sir, and if you will give your name to 
the reporter and the capacity in which you appear, we will be glad 
to hear you. 


STATEMENT OF STUART T. SAUNDERS, GENERAL COUNSEL, 
NORFOLK & WESTERN RAILWAY CO., ROANOKE, VA. 


Mr. Saunprers. I am Stuart T. Saunders, of Roanoke, Va., and am 
general counsel of the Norfolk & Western Railway Co. I appear on 
behalf of the large coal-hauling railroads in support of H. R. 4294, 
and my remarks will relate to section 13 of the bill, particularly as 
it affects the railroad industry. 

First of all, I wish to say that I am in complete accord with the 
statement which has just been presented by Mr. Symes. In the 
interest of brevity I will refer to only a few facts which we believe 
deserve your most earnest consideration. 

You have already been told of the immense and irreparable injury 
which foreign residual oil is inflicting upon our economy as a whole 
and upon the coal industry. Likewise, the railroads, and especially 
those serving the Atlantic seaboard where the great bulk of this resid- 
ual oil is dumped, have suffered grievous damages running into hun- 
dreds of millions of dollars. 

There can be no doubt that this foreign residual oil has been a 
controlling factor in disrupting the markets for coal on the eastern 
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seaboard. In the short span of 7 years we have seen these imports 
along our Atlantic coast jump from 45 million barrels to 129 million 
barrels, while during the same period the amount of coal transported 
by the railroads to that area dropped from a peak of 37 million tons 
to 26 million tons. In other words, while the importation of residual 
oil almost trebled, the amount of coal transported to that area by 
the railroads declined 30 percent. 

Obviously, such a violent and sudden change in the demand for 
coal in one of its most vital markets is bound, unless soon abated, 
to cause incalculable and ruinous harm to the coal industry, to the 
railroads, and to our entire economy. If our coal industry and our 
railroads are to be debilitated—as they will surely be if foreign oil 
continues to flow into our domsetic coal markets without any effective 
restrictions—it can mean only an uneconomic use of our coal resources 
and our transportation facilities. 

Not only will an impoverished coal industry be unable to modernize, 
and thereby fail to obtain the maximum recovery of our coal resources 
at the least possible cost, but the railroads will be unable to do more 
than make partial use of their facilities—their cars, locomotives, and 
so on—in which they have invested at least $2 billion for the purpose 
of providing rail transportati on based on an annual coal production of 
over 630 million tons, as was the case in 1947, and not one of 400 million 
tons, as is now in prospect this year. In the long run, idle railroad 
facilities will inevitably result in more expensive railroad transporta 
tion for the general shipping public, just as idle coal mines will spell 
higher costs for coal consumers. 

Any reciprocal trade policy which so seriously injures two of the 
most basic and vital segments of our economy, namely, the prime source 
of our fuel and energy supply—the coal industry, and our only means 
of mass transportation—the railroads, is, we submit, shortsighted and 
fundamentally wrong. For how do we gain if we permit foreign oil 
to be dumped in vast qui antities at our eastern port cities when the 
uecessary consequence is that our great coal resources are mined inter- 
mittently and inefliciently and our railroads are operated substantially 
below capacity? How can our economy benefit when this inevitably 
increases the cost of coal and transportation all over the country? 
Isn’t the answer plain that regardless of what temporary advantages 
may be derived from the unrestricted importation of residual oil, they 
cannot possibly offset the permanent damage which is most certainly 
being sustained by the railroad and coal industries? Moreover, our 
experience with the German submarine in World War II teaches us 
that we would be very imprudent in light of present world conditions 
to place our reliance for a large portion of our fuel needs upon such a 
vulnerable source of supply. 

Our country cannot fulfill the staggering obligations which now 
face it at home and abroad if our domestic economy is not sound and 
vigorous. The strength of this Nation depends in large measure upon 
its natural resources and its : ability to transport those resources from 
point of production to point of consumption economically and effi- 
ciently. The railroads are indispensable for that purpose, but they 
cannot remain in a position to discharge that essential function, either 
in peace or in war, if they are to be used only on an emergency or 
standby basis. As a matter of preserving a virile peacetime economy, 
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ind of developing a potent, long-range national security, we of the 
ilroad industry urge you in our own interest and in the public in- 
erest to report favorably H. R. 4294. 

The Cuamrman. Thank you, sir. You have made a very fine state- 
ent on this subject, and we appreciate the information you have 
rought to us. 

Are there any questions ? 

Mr. Simpson will inquire. 

Mr. Simvson. Mr. Saunders, you do not see any benefit to this coun- 
ry, any advantageous reciprocity, in an agreement which may make 
inother aes people prosperous at the sole e -xpense of our railroads, 

coal miners, and their workers, dlo yor Lg 

Mr. Saunvers. No, sir; we do not think that is in the public interest, 

| we do not think that the coal industry and the railroad industry 
iould be called upon to subsidize—in effect, that is what it is—an- 
other segment of our economy. 

Mr. Suwpson. Another segment of our economy, or another segment 
f the world. 

Mr. Saunpers. That is correct; yes, sir. 

Mr. Stmpson. Thank you. 

The CHamman. Are there any other questions? Mr. Jenkins? 

Mr. JENKINS. I just want to ask one question. Which of these 
three great coal-carrying railroads, the C. & O., the Norfolk & West- 

and the Pennsylvania, carries the most coal ? 

M r. SaAuNDERS. ‘The C. & QO. originates more coal than any other 
railroad in the country. I believe the Pennsylvania hauls more. The 
Nor folk & Western handles about 10 percent of our total national 
upply, and the C. & O. between 11 and 12. I am not sure as to the 
figure on the Pennsylvania. 

The CuarrMan. We thank you for your contribution. 

The next witness is Mr. Horace L. Walker, attorney for the Chesa 
peake & Ohio Railway Co., Richmond, Va. 

We are very glad to see you here, sir, and if you will give your 
full name and address and the capacity in which you appear for the 
record, you may proceed. 


STATEMENT OF HORACE L. WALKER, ATTORNEY, RICHMOND, VA., 
APPEARING ON BEHALF OF THE CHESAPEAKE & OHIO RAILWAY 
Co. 


Mr. Wavxer. Thank you, sir. 

Mr. Chairman and member of the committee, my name is Horace 
L. Walker, and I maintain a law office at 700 Travelers Building, 
Richmond, Va. Prior to April 1 last, I held the position of general 
counsel with the Chesapeake & Ohio Railway Co. On that date, I 
was retired, under the company’s retirement plan. 

The Chesapeake & Ohio originates more coal than any railroad 
in the country. If I may be permitted, I would like to ask at this 
time that the statement that I have filed with the committee be made 
a part of the record, and if so, I shall limit my oral statement to a 
very brief statement of the high spots. 

The Cuarrman. Without objec tion, it is so ordered. 
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Mr. Warxer. The C. & O. serves the coal-mining districts of Vir- 
ginia, West Virginia, and Kentucky, and in the past has transported 
millions of tons of coal to the eastern seaboard. The year 1949 was 
the beginning of a tragic era for railroads, railroad employees, the 
coal-mining industry, and the coal-mining employees, insofar as coal 
shipped to the eastern seaboard is concerned. 

Mr. Symes has told you that in 1952, the imported oil that went to 
the east coast displaced an amount of coal the revenue on which was 
such that the railroads would have received $100 million. It is im 
possible to allocate this loss to the individual railroads, but I should 
like to give you just a few figures on what it meant to a very small 
segment of the eastern territory. 

During the year 1949 we lost 3 million tons of coal that had been 
going to New England alone. Now, that coal moved by rail from 
Virginia, West Virginia, and Kentucky to Hampton Roads, Va., and 
it was then transported by water to New England. The loss of that 
_ was directly attributable to the tidal wave of imported oil that 

ached the shores of the eastern section of the country. 

"We have not been able to regain any of that tonnage since. In the 
fact. of the matter, it is continuing to be lost. For the first 3 months 
of this year, our shipments to Hampton Roads that went to New 
Kngland alone decreased over 26 percent. So it is on the increase, and 
it will be on the increase, so long as an unrestricted movement of 
imported oil is allowed to come into this country. 

Now, as I said, the C. & O. originates more coal than any railroad 
in the country. Since 1941, we have spent almost a half a billion dol 
lars in improving our roadway and equipment. We own 60,000 coal 
cars, the value of which, if we had to buy it today, would be over $3 
million. 

In 1947, we began the construction of a coal pier at Hampton Roads. 
When completed, it cost $9 million. 

Now, these expenditures were made with the expectation that this 
coal would continue to move. The C. & O. today is in such condition, 
physical condition, that it can meet the needs, the transportation 
needs, in the territory that it serves in time of any emergency, and 
we hope to keep it that way, but if we are deprived of this coal traffic 
by the importation of oil, it cannot be expected that we can maintain 
those expensive facilities and keep our road in condition to meet the 
transportation needs of this country in case there is a great emer- 
gency. 

In 1949 I told you that we started to lose this tremendous volume of 
coal to New England alone. Now, in Boston—that is where a lot of 
this coal goes, to New England—the price of oil in the latter part of 
1948 was as high as $3.31 a barrel. On January the Ist 1949, it was 
reduced to $2.60, and there was a consistent reduction every month 
or two, until the price of oil got down to $1.68 a barrel, from over $3 
to $1.68 a barrel. And remember that that was during a period when 
prices were generally on the increase. And so long as the imported 
oil is pe srmitted to be imported into this country without any restric- 
tions, we are not going to be able to haul the coal, and the railroads are 
not going to be able to transport it. 

To give you just a small illustration of what this means to our em- 
ployees and to our railroad, just this small segment that I have picked 
out here to talk about means the loss of jobs, at 3 million tons, of a 
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thousand employees on the Chesapeake & Ohio Railroad, it means a 
loss in wages of $414 million a year and a loss in gross revenue of $12 
million a year. 

Now, I have talked about New England alone, because it is an im- 
portant point, but what I have said about New England applies to 
other points on the eastern seaboard. And I may say in conclusion 
that the Chesapeake & Ohio Railroad does not object to legitimate 
competition wherever that. is found, but we do not think that that is 

egitimate competition, and unless something is done to stop the un- 
restricted importation of residual oil into this coun \try, we are going 
to find that coal is going to be driven from the eastern market. 

[ thank you very much, sir. 

The CuarrmMan. We thank you very much for your very fine and 
clear statement to the committee. 

Mr. Jenkins would like to inquire. 

Mr. Jenxins. I would like to ask you one question, Mr. Walker. 

Mr. Waker. Yes, sir. 

Mr. Jenkins. You say your railroad initiates more shipments of 
coal than any other railroad, and practically all your coal, then, comes 
from West Virginia and Kentucky, does it not ? 

Mr. Waker. That is correct, with a little in Virginia. 

Mr. Jenkins. I think you separate it at Russell, Ky ¢ 

Mr. Waker. That is correct, the Russell yard. 

Mr. Jenkins. That is right across from where I live, and we claim 
that it is the greatest railroad yard in the world. Are we right? 

Mr. Waker. You certainly are, sir. And the greatest railroad in 
the world, too. 

Mr. Jenkins. I do not know about that. but it is the greatest rail- 
road yard. 

The Cuatrman. Mr. Knox will inquire. 

Mr. Knox. You have made the statement that the C. & O. Railroad 
Co. had an expenditure of one-half a billion dollars since 1941. 

Was that on feeder lines, or was that on the overall picture? 

Mr. Water. It was on the overall, on the Chesapeake district. 
That is the district that hauls the coal. Now, we do have another dis- 
trict, the Pere Marquette District in Michigan. The figures I gave you 
were on the Chesapeake district alone, the improvement of our prop- 
erty, building lines, and big equipment. 

Mr. Kwox. Woulc 1 you care to estimate the amount of money that 
was spent by the C. & O. feeder auxiliary lines to your main lines in 
order to move coal? 

Mr. Warxer. I am afraid that I can’t. I do know that we built an 
extension from the Big Sandy line to Meade, W. Va., that cost us 
about $78 million, and we have built 4 or 5 others. We have construct- 
ed a number of branch lines during that period to reach new coal 
fields, both in Kentucky and in West Virginia. 

Mr. Kwox. In other words, there has been a fair share of the half- 
billion dollars that has gone for extensions for the one purpose, the 
removing of coal to that area? 

Mr. Wacker. No doubt about that; yes, sir. 
Mr. Knox. Thank you. 

The Cuaran. Are there any other questions ? 
We thank you again. 

Mr. Wacker. Thank you. 



















































1216 TRADE AGREEMENTS EXTENSION ACT OF 1953 


(The statement of Mr. Walker is as follows :) 














STATEMENT OF Horace L. WALKER IN Support OF THE Orn ImMPpoRT Quora 
PROVISIONS OF H. R. 4294 


My name is Horace L. Walker and I maintain a law office at 700 Travelers 
Buiiding, Richmond, Va. I am appearing on behalf of the Chesapeake & Ohio 
Railway Co. I entered the law department of the Southern Railway Co. in 
February 1917, and have spent my entire professional career in the railroad 
business. On September 15, 1938, I was appointed general attorney of the 
Chesapeake & Ohio Railway Co. and continued my association with the C. & O 
until April 1, 1953, on which date I was retired under the company’s retirement 
plan. I was general counsel of the company at the time of my retirement. 

The Chesapeake & Ohio is the largest coal-carrying railroad in the country 
and upon entering the service of that company in 1938 I began an intensive 
study of the movement of coal in the territory served by the Chesapeake & 
Ohia and also the competitive influences affecting the transportation of this 
commodity In the course of this study I became familiar with conditions sur- 
rounding the marketing of coal at points on the eastern seaboard. 

The Chesapeake & Ohio serves the high- and low-volatile coal districts in 
Virginia, West Virginia, and eastern Kentucky. The production of coal con- 
stitutes a major industry in these States and the economic conditions therein 
are closely geared to the production of coal. Many thousands of men and women 
in these States are engaged in the mining or transportation of coal, and anything 
that has the effect of curtailing the volume of production directly lowers the 
standard of living of these people. 

Mr. Symes, in his statement, told you that the excess importation of foreign 
residual oil during 1952 represents nearly $100 million of revenue which would 
have accrued to the large coal-carrying railroads if coal had been used. It is 
impossible to allocate this loss to individual railroads, but I should like to state 
the details concerning the loss on a small segment of this traffic. 

The eastern seaboard territory is a natural market for the coals produced 
on the Chesapeake & Ohio and the loss of this market is not only a serious blow 
to the railroads but also to all those who engage in the mining or transportation 
of coal. 

For many years the coal mines located on the Chesapeake & Ohio, Norfolk & 
Western, and Virginian railroads originated a tremendous volume of coal 
destined to points on the eastern seaboard. For example, the Chesapeake & Ohio 
alone transported about 6 million tons to Hampton Roads, Va., in 1941 that moved 
on by water to New England. In 1941 the Chesapeake & Ohio, Norfolk & 
Western, and Virginian railroads transported almost 18 million tons of such 
coal. This tonnage continued to move in large volume through the year 1948, 
during which year the C. & O. originated 6,829,669 tons which found a market 
in New England. The three Pocahontas railroads above mentioned originated 
over 16 million gross tons in 1948 that went to New England. 

The transportation of this large volume of coal, together with other tonnage 
to the eastern seaboard, required the expenditure of millions of dollars for im- 
provement in roadway and equipment by the railroads. For example, the Chesa- 
peake & Ohio alone expended on the Chesapeake district more than $155,051,132 
in improving its roadway and more than $312,366,119 for added equipment since 
1941. A substantial portion of this money was spent on the eastern portion 
of its line, which portion is used in the transportation of coal to the East. This 
expenditure of money has resulted in placing the property in a condition which 
will permit the Chesapeake & Ohio to meet, in the territory served by it, the 
transportation needs of the country in times of war or peace. The C. & O. now 
owns approximately 60,000 coal cars, the replacement value of which is around 
$300 million. Also I might add that on June 16, 1947, at a time when a large 
volume of coal was moving to Hampton Roads, Va., the Chesapeake & Ohio 
started the construction of a new coal pier at Hampton Roads, the cost of which 
when completed was approximately $9 million. This pier was not’ completed 
until 1949, by which time imported residual oil had displaced millions of tons 
of coal that had theretofore moved over the Chesapeake & Ohio through Hamp- 
ton Roads. Please make no mistake about it: These facilities would be vital 
to the defense of this country in times of war or any other emergency. Certainly 
if the railroads are run out of the coal markets in the East by the importation 
of foreign oil, they cannot be expected to maintain for any length of time the 
present facilities they have provided for the handling of this traffic. If this 
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mes about, the country will find itself without adequate transportation fa- 
ilities in case of war. 

The year 1949 was the beginning of a tragic era for the coal operators, the 
ailroads, the miners and the railway employees, insofar as the eastern sea- 
oard markets for coal are concerned. I have stated that in 1948 the Chesa- 
eake & Ohio originated almost 7 million gross tons of coal that were shipped 

Hampton Roads, Va., and thereafter moved by water to New England In 
1949 this volume dropped to 4,109,609 gross tons, or a reduction of almost 3 
million tons. The 3 Pocahontas railroads originated over 16 million tons in 1948 
that found a market in New England and only 9,475,000 tons in 1949, or a reduc- 
tion of over 6% million tons. 

The sudden loss of this and other business to the east was a most serious 
blow to the railroads and the coal industry. Notwithstanding the fact that 
here was a coal mining stoppage of about 2 months in 1{49, the inroads that 
were made upon the consumption of coal at points on the eastern seaboard 
luring that year have continued in accelerated degree and are continuing to this 
day. The great loss of coal business in the East is primarily due to the dumping 
of foreign residual oil in that territory. 

Justice Holmes, who was also a great philosopher, once said “A page of history 
is worth a volume of logic.” The history of the consistent reductions in the 
prices of oil on the eastern seaboard during the early part of 1949 and the large 
reduction in the volume of coal shipped to New England tells the story. Accord 
ng to figures published in the New York Journal of Commerce, the following 
prices were quoted at Boston on the dates mentioned: 

Cents per barrel 
302. 5 to 331 


285.5 to 331. 5 


November 1948 
Dec, 4, 1948 





Jan. 1, 1949__-.- — — anes ‘mam : «intimidate 
Jan. 29, 1949__- sia a aa See 
Feb. 5, 1949___ - a li a aa ale a 
Ae EE nies eitnadienibebenn alae aaa wee Sede _. 195 
Apr. 30, 1949 kein, iste oie is aaah tatacel ital ndditaaed nies eatin ieee 185 
May 28, 1949_ a ee Sol acaatias naiea ail . = “ aman 
Oct. 1, 1949 ; , anes sesindlidtsdieliedemiiatediedini lc ares! aacienceecl 
Oct. 22, 1949 caaniiteialbaaeasil ne Ahi sam ceitansaniaaainaaibieiidaidintiacaade 
Mar. 1, 1950 . i a cil sini i re -~- 195 
Apr. 11, 1950_ atl baits a Sth aupicaa lade’ aun: scat aa tle iaicadaeeiieiem net eae a 
I tees sili dieeaat aa ie a Prt EON ae 


I eI Riera th nin Sincere cantnal eateestliek tec taincaianes in aalcat iniaeieeataaananeamie. ane 


Aug. 6, 1952 ps eta icin aden incite ee 215 
Jan. 16, 1953 = canesiadickontnietichian acink maadinin thinned ee oe ae ne ae 
Apr. 7, 1953_ cae 2 a a A aat ed oan a ee eae 214 


The figures I have given above show that the precipitous reductions in the price 
of oil during 1949 enabled residual oil to displace a large volume of coal at the 
New England ports. Just so long as foreign oil is permitted to be dumped with- 
out restriction on the eastern seaboard, just so long will the railroads and the 
coal industry be at the mercy of the shippers of foreign oil. 

The loss of 3 million tons of coal to the New England market means a loss of 
jobs for over 1,000 employees of the Chesapeake & Ohio alone and a loss in wages 
of about $414 million, and a loss of more than $12 million in the gross revenues 
of the railroad. 

The continuing seriousness of the loss in the New England coal business is em- 
phasized by the fact that during the first 3 months of the present year the Chesa- 
peake & Ohio tonnage to New England was 26% percent less than for the same 
period in 1952. 

While I have emphasized the seriousness of the situation in New England, the 
same conditions, in a less degree, obtain at other points near the eastern sea- 
board, such as Charleston, S. C., Georgetown, S. C., and Plymouth, N. C., and 
other points that can be reached by water 

The facts above set forth clearly demonstrtae that foreign oil that is being 
dumped on the eastern seaboard is causing a tremendous injury not only to the 
¢oal industry and its employees but also to the railroads and their employees 
that serve the coal mines 

I want to say in conclusion that the Chesapeake & Ohio Railway Co. does not 
object to legitimate competition wherever found, but it is submitted that if Con- 
gress does not correct the present intolerable situation coal will be driven from 
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the eastern markets with the results already explained. We strongly urge, there- 
fore, that Congress take immediate action to correct the situation such as that 
provided in the bill now under consideration. 


(The following letters were received for the record:) 


THE CHESAPEAKE & OHIO RAILWAY Co., 
Coat TRAFFIC DEPARTMENT, 
Richmond 10, Va., May 11, 1953 
Hon. DANTer A. REED, 
Chairman, Ways and Means Committee, 
House Office Building, Washington, D. C. 


Dear Srr: Hearings are now being held before the House Ways and Means 
Committee on the Simpson bill (H. R. 4294), covering the proposed extension of 
the Reciprocal Trade Agreements Act. 

This bill proposes to establish limitations on the overall quota of crude 
petroleum and all products derived therefrom to 10 percent, and a 5-percent 
limitation would be imposed on imports of residual fuel oil. The 5-percent 
limitation provision affecting foreign residual fuel oil in H. R. 4294 is identical 
in principle to the proposals contained in 22 or more additional bills previously 
introduced in the House of Representatives recently 

The writer is an advocate of free trade, for he believes it offers the only prac 
tical and ultimate satisfactory solution to many distribution, as well as other 
international, problems which may result in wars between nations. It is also 
appreciated this country cannot be used as an unrestricted dumping ground for 
comnodities produced by cheap labor or for unlimited large surpluses of petro 
leum products 

As a railroad employee and as a voter, I sincerely solicit your support of and 
vote for the passage of H. R. 4294. A few reasons in favor of this bill are as 
follows 

1. Complete free trade of petroleum products at this time may cause the 
deterioration and stagnation of the coal and some segments of the oil industries 

these United States 

2. Congress should not ignore legislative safeguards for domestic industries 
Today’s imports are 154 percent greater than they were in 1946. 

3. The displacement of coal by the importation of both crude and residual fuel 
oil throws a lot of employees in the coal and railroad, as well as in other indus 
tries, out of work 

$4. In 1952, Federal, State, and local governments lost in tax revenues the 
equivalent of $1 a ton based on the 31 million tons of coal displaced by the almost 
129 million barrels of cheap foreign residual oil brought into this country. 

5. The tax loss may be subdivided as follows: 


Coal industry, at 33.21 per tor $12, 230, 000 
Mine workers, on lost wages a 9, T97, 000 
Railroad taxes on lost revenue 10, 357, 000 
Railroad workers, on lost wage: 5,571, 000 
Transportation tax at 4 cents per ton : : 1, 240, 000 
Total 39, 195, 000 

Less import taxes paid at rate of 514 cents per barrel on 89,971,000 
barrels - 4, 728, 000 
Grand total “ ; ae ; 34, 472, 000 


6. As cheap oil floods the United States, State conservation bodies will be 
forced by lessened demand for their oil to make further cutbacks. This may 
result in a prolonged continuation of narrowing profit margin in the domestic 
oil industry and impede efforts of domestic oil producers to meet defense goals. 
Narrowing profits and lack of economic incentives, no doubt, may be respon- 
sible for the present weakening of essential domestic oil-well drilling programs. 

7. The importation of residual fuel oil in 1952 was slightly less than 5 percent 
of the total domestic demand for petroleum and petroleum products. There- 
fore, this restriction should not work an undue hardship on importers of foreign 
oil unless they propose to use the east coast as a dumping ground. 

In a number of press releases recently, the proponents of the unrestricted 
importation of foreign oil claimed heavy imports of fuel oil have little to do 
with the present plight of the coal industry. Over 128 million of the 129 million 








TRADE AGREEMENTS EXTENSION ACT OF 1953 1219 


arrels of residual fuel oil imported last vear were taken in on the east coast 
ind, in most instances, represented a direct displacement of coal In addition, 
over 192 million of 209.5 million barrels of foreign crude oil also moved to the 
east coast. In December 1952, the yield of residual fel oil from crude oil on 
the east coast was 22.7 percent. Therefore, it is reasonable to assume this for 
eign crude oil produced about 44 million additional barrels of residual fuel oil 

1952. This had the potential displacement of another 10 million tons of coal 
n the generation of steam and which was not taken into consideration in com 
puting the tax losses of $34,472,000 shown in item No. 5 above. 

In order that you may appreciate the extent to which the importation of 
petroleum has increased during the past 5 years, we are showing below the 
receipts of crude and residual fuel oils for the years 1948 and 1952: 


{ Barrels] 
mchasetcthnteciennetttatntncncinatnsmtmantsisindy oo 
1048 1952 
Petroleum 
Crud - Bs 2 129. 998, 000 209, 591, 000 
Residual nkdhenasabdebialh she 53, 269, 000 128, 510, 000 


Trusting you may see your way clear to support and vote for bill H. R. 4294 
Most respectfully, 
GEORGE G. RITCHIE. 


New YorK CENTRAL SYSTEM, 
New York 17 N. Y., May 22, 1953 
The Honorable DANIEL A. REED, 
Chairman, Ways and Means Committee, 
House of Representatives, Washington, D.C. 

Dear Sir: Having recently returned from a trip to the coal fields in the States 
of West Virginia, Virginia and Pennsylvania, I am now more fully conscious of 
the necessity for some legislative action limiting the importation of foreign 
residual oil along our Atlantic seaboard. 

The specter of a depression which we of the Republican Party abhor has already 
reared its ugly head throughout the entire eastern coal field, and if remedial 
action is not immediately forthcoming, I am fearful that this condition will spread 
to all branches of industry and agriculture alike 

Coal and transportation are two of our basic industries, and while I have 
long subscribed to the principle that we must import certain commodities if we 
are to maintain a proper trade balance with friendly nations, I am equally 

ertain that it is not the intention of the Republican administration to permit a 
small number of large oil companies to monopolize markets through the medium 
of imported residual oil at dump rates, thereby threatening the economic welfare 
of a large number of our people who are dependent upon the coal, railroad, and 
affiliated industries for their livelihood. 

In light of the facts brought out at the hearing on the Simpson Bill (H. R. 
1294), I earnestly hope that you will actively support the enactment of that 
portion of the bill which contains the 5 percent limitation on foreign residual oil 

Thanking you for your good cooperation in the matter, and reaffirming my 
belief in the principles of the Republican Party, I am 

Respectfully yours, 
Harvey L. WILLARD 

The CHatrmMan. The next witness will be Mr. Brewster B. Jennings, 
president of the Socony-Vacuum Oil Co., Inc., New York City. 

Just before you take the stand: The committee has received a state- 
ment from Congresswoman Kee of West Virginia, in support of the 
section of H. R. 4294 which would impose a quota limitation on im- 
ports of residual fuel oil. Mrs. Kee is addressing a letter to the mem- 
bers of the committee on this subject. 

Without objection, I will have Mrs. Kee’s statement inserted in the 
record at this point. 


82604—53 78 
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(The statement referred to is as follows:) 





\ STATEMENT TO THE HOUSE WAYS AND MEANS COMMITTEE BY CONGRESSMAN 
ELIZABETH KEE (DEMOCRAT) OF WEST VIRGINIA’S F1FTH DISTRICT 


Mr. Chairman, I appreciate the opportunity of appearing before this committee 
and testiiying in support of H. R. 4204. 

In previous testimony the committee has heard detailed accounts of the damage 
to the economy of all coal-producing States by the seus of residual oil imports 
that are deluging United States fuels markets, particularly on the east coast 
You have also heard witnesses describe the danger to our country’s security that 
comes with unlimited shipments of foreign residual oil as a result of the 
closing of mines that are so vital to a war-production program. I shall refrain 
from a general review of the import story and its disastrous impact upon ou 
Nation and its working people, and I think that I can avoid repetition if I 
confine my remarks to conditions in a local coal area which, in this case, is 
the district which I have the honor to represent in Congress. 

Only a short time ago the New England States consumed between 17 and 18 
million tons ef southern coal annually, but during the last several years foreign 
residual oil has displaced this coal in increasing amounts, to a point where now 
nearly two-thirds of our southern coal—much of which comes from mines in the 
Fifth Congressional District—has been flooded out of these markets. It is hardly 
necessary to explain the consequences of this impact on the economy of our 
mining communities, yet anyone not familiar with present conditions in these 
eoal-producing areas would have difficulty visualizing the extent of the distress 
that foreign residual oil has brought about. 

West Virginia’s coal miners are a proud and hardy people. They are the most 
representative group of real Americans that you will find anywhere else in our 
great country. Some are descendants of our Revolutionary heroes, and many, 
many others are offspring of settlers who were contributing to America’s growth 
and progress even before West Virginia became an independent commonwealth 
in 1863. We have natives of the British Isles and the European Continent who 
have been miners through the ups and downs of the Nation’s economic history, and 
we have young men who have known only America except for that period a decade 
ago when they served their flag on the other four continents. 

Our miners, like their fellow West Virginians on the railroads, in other indus 
tries, and in places of business in our towns and cities, ask only the right to earn 
a living. They are complaining now, and justifiably so; they know that their 
livelihood is being taken away from them through a trade policy that impover- 
ishes many while enriching but a few. Those few are the international oil peo- 
ple who d¢fiantly and disdainfully usurp coal’s rightful markets under the false 
banner of free trade 

‘There can be no free trade where there is fraudulent trading. Our people 
must be protected against international price fixers, and it is the duty of the 
Congress to provide this protection 

I am aware of the parade of the highest ranking members of the executive 
branch of our Government who last week descended upon this committee with 
their sermons—which, incidentally, were not necessarily consistent nor essen 
tially factual—to the Congress of the United States. I realize that such opposi 
tion makes our work much more difficult. 

But I respectfully remind the members of this committee that it is the responsi 
hilitvy of the legislative branch of our Government to make these decisions 
It may be the duty of those officials of the executive departments to repeat and 
resound the preferences of the President, but it is the duty of the Congress to 
make the ultimate decision, in behalf of the people of our land, relative to the 
problem which now confronts this committee. It is for this reason that I appear 
here today 

I wish to call your attention to the fact that I have been besieged with appeals 
from the people of my district in behalf of legislation to limit the amount of 
residual oil imports to 5 percent of domestic demand for the corresponding cal- 
endar quarter of the previous year, as provided in H. R. 4294. These appeals 
do not come only from our mine workers and our coal operators. They are 
from printers, equipment manufacturers, automobile suppliers, editors, hotel 
operators, glass and tile distributors, insurance men, lumbermen, sand producers, 
welders, furniture dealers, grocers, and from scores of other businessmen and 
workers in my district. 
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In addition, I have letters from many, many women who perhaps more than 

yone else understands the significance of the situation from a family and social 

int of view. These wives and mothers have made a plea to me for help because 

husbands and sons are forced to leave their homes and children to seek 

rk elsewhere, due to the mass unemployment now existing in West Virginia. 

They are going into Ohio and Michigan and to any other States where there 
possibility that they will find work 

This situation has serious implications. Our families should be encouraged 

» remain together, yet by failing to put a stop to the condition responsible for 

leavage that is developing, this Government is in actuality sponsoring a 
holesale assault upon our family life. 

Mr. Chairman, the people of my district will sincerely apprec! iate your favor- 

action on the proposed legislation to restrict re esidual oil imports, thereby 

ng us an opportunity to return to our jobs and to keep our families together. 

thank you 


‘She CuaimMan. We are very glad to hear you, sir. Will you just 
ive your full name and address and the capacity in which you 
ippear? 


STATEMENT OF B. BREWSTER JENNINGS, PRESIDENT, SOCONY- 
VACUUM OIL CO., INC., NEW YORK, N. Y. 


Mr. Jennrncs. My name is Brewster Jennings. I am the president 
if the Socony-Vacuum Oil Co., from New York. 

| appreciate the op portunity of appearing before this committee 
0 comment on certain aspects of H. R. 4294. 

The oil-import problem is one that must be dealt with in the best 
nterests of the United States and ee reference to its effect on 
socony- Vacuum or any other company. \S » far as Socony- Vacuum 
s concerned, I would like to say at - outset t th: it directly or through 
\fliliates we are interested in the oil industry throughout virtually 
ll of the free world. Nevertheless, the great preponderance of our 
uvestment is in the United States. We plan to spend more money 

1953 than im any previous | year of our company’s history to find 
\dditional oil within the United States. Three-fourths of all the 
capital investments our company has made since the war have been 
made in the United States. 

We believe it is in the national interest that the United States draw 
on imported oil as well as on its own reserves to meet its tremendous 
and constantly increasing needs. This country consumes about 40 
percent of the oil used in the world, but has only 25 percent of - 
vorld’s proved crude reserves. We are using these up three and : 
half times as fast as is the rest of the free world. United States re- 
serves have increased during recent years, but the ratio of our proved 
reserves to our consumption is less than it was before World War II. 

There is still a lot of oil to be found in the United States, but we 
must not forget that oil is an exhaustible resource and that the supply 
is limited. Oil is particularly important to the United States be- 
cause of its highly industrialized economy. Competent authorities 
estimate that United States oil consumption by 1975 will be about 
14 million barrels day, almost double the 1952 rate. Unless oil find- 
ing in the United States is far in excess of past performance, con- 
sumption of this magnitude would require oil imports substantially 
above current levels. 

_It is not necessary to peer into the future to see the importance of 
oil imports, Such imports have been necessary in past years to meet 
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our demands. Without them, we would have had shortages in the 
United States in 1945, 1946, 1947, 1948, and 1951, even with maximum 
domestic production. Some of you will recall the severe winter of 
1947-48, when oil companies in the east were urged to increase oil] 
imports so consumers would be sure of enough oil to heat their homes. 
On the west coast right now, production falls short of meeting de- 
mand, and Seal imports have become necessary to take care 
of the growing needs of that section of the country. 

There are two principal categories of oil imports: Crude oil and 
residual fuel oil. Crude oil is the raw material used by refiners. 
Residual oil is a product of refining and is used in large installations 
under boilers to generate steam for heat and power. Imports of resi- 
dual oil have no important effect on domestic crude-oil producers. 
This is because this heavy fuel oil generally sells for less than the 
cost of the domestic crude from which it is obtained and so it is un- 
likely that United States refiners would increase their crude runs 
(o relieve shortages of residual oil. I would like to take up crude-oil 
imports first. 

Despite some recent cutbacks, domestic crvde-oil production this 
year is expected to average 6,400,000 barrels a day, an alltime high. 
This would exceed 1952 production by 138,000 barrels a day and 1946 
production by 1,650,000 barrels a day. 

The cutbacks just referred to have reduced domestic production 
some 330,000 barrels a day from the rate obtaining in the peak month 
of December 1952. Though imports add to the total supply, other more 
important factors have led to these cutbacks, such as: 

(1) avery rapid increase in domestic crude production which started 
in the last quarter of 1952 and added 271,000 barrels a day to the pro- 
duction of the previous quarter 5 

(2) exceptionally warm weather during the past winter, which re 
duced consumption of liquid fuels during the 6 winter months some 
36,000 barrels a day, and 

(3) the increased availability of natural gas. The additional gas 

ed in 1952 over 1951. some of which displ: iced coal, was equivalent in 
energy value to approximately 200,000 barrels a d: ay of oil. 

By way of comparison, 1952 crude-oil in iports exceeded 1951 im- 
ports by 82,000 barrels per day; and it would appear that 1953 imports 

ill be up some 68,000 barrels per day over the rate for 1952. About 
‘A ‘third of these increases reflect importations into the oil-short west 
coast. 

Despite the fact that domestic oil production in 1953 is likely to be 
at an alltime high, it has been suggested by some that domestic oil 
operatol - have become discouraged and th: at the effort to find new oil 
fields has dropped off substantially. Let us see whether the figures 
bear this out. 

In 1952 more exploratory wells and more development wells were 
drilled than in any previous year in our history. While 3 percent 
fewer development wells were drilled in the first quarter of 1953 than 


in the same period in 1952, there have been increases of 6 percent in 
exploratory wells : cat 10 percent in geophysical crews at work. 
The present problem is in many ways similar to, though on a much 


smaller scale than that in 1949-50. It had been necessar y at one point 
in 1949 to cut back domestic production as much as 1 million barrels 
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a day, in contrast with today’s ¢ ‘utback of 330,000 barrels. Then, as 
now, unduly high production, unusually warm weather, and other 
domestic factors had led to the accumulation of relatively high inven- 
tories. The cutbacks soon reduced inventories to more normal levels 
and, with rising demand, domestic production resumed its upward 
trend before the year was out. At the start of the Korean war, in 
June of 1950, domestic production had climbed some 682,000 barrels a 
day from the low point of 1949. In 1951 and 1952 new domestic pro 
duction records were set. 

In my opinion, the same corrective factors which operated in 1949 
50 are already at work today—only this time the adjustment should 
be easier of accomplishment. because the correction called for is con- 
S derably less. We may have already seen the bottom. In 1953 the 
domestic demand for petroleum products is expected to increase 
20.000 barrels a day over 1952. Assuming that inventories are at an 
economic level by autumn, it is expecte d that domestic crude produc- 

on in the fourth quarter of 1958 will reach the highest point ever. 

Looking ahead to 1975, all indications are that our American pro- 
ducers have a long pe riod of rising activity before them. If, during 
that time we should find ourselves unable to increase our imports, the 
domestic oil industry would have to discover an average of 4.8 billion 
arrels of oil each year in order to meet the anticipated demand and 
maintain the present relationship between proved reserves and con- 
sumption. Such a rate of discovery would be about a billion barrels 
1 year more _ we have found in the United States on the average 

e Work | Wa ‘Il. This strongly suggests a higher—rather than a 
lower—level of ste fi will be needed in years to come. I would like 
to emphasize at this point that we be lieve the current cutbacks are only 
temporary, end that such a problem as exists is on the way to solution 
without legislation. 

Turning now to residual-oil imports, Socony-Vacuum is not a sig- 
nificant importer of residual fuel oil, and what it does move into the 
United States is brought in in bond only for bunkering ships engaged 
in foreign trade. However, we are producing and selling substantial 
volumes of residual fuel in various areas within the United States. 
Based on our knowledge of this segment of the oil industry, we are not 
in favor ~ the restriction on imports of this material proposed 
H. R. 429 

The cameenee quota would reduce residual imports by more than 
300,000 barrels a day. For reasons previously pointed out, little or 
none of this volume would be made up by domestic refineries. These 
refineries have installed expensive equipment to enable them to re- 
cover greater yields of the more valuable products such as gasoline 
and distillates. Their success in this respect is attested by the fact 
that the average refinery yield of residual fuel oil in the United States 
has been reduced from 25 percent in 1946 to 19 percent in 1952 and the 
end of this trend has not yet been reached. 

Practically all of the residual-oil imports are brought into our At- 
lantic seaboard and it is in that area that the quota-imposed shortage 
would strike most heavily. Merchant and naval ships are of course 
big users of fuel oi] and no other fuel can be substituted in this all 
important field. Apart from shipping, consi mers of anal fuel 
nelnde apartment houses, hospitals, churches, public buildings, pub 
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lic utilities and industrial establishments, both large and small. Most 
of these consumers have been using residual oil for many years. At 
best their facilities could be converted to use coal only at considerable 
inconvenience and expense. The additional expense would include 
both higher operating costs and a high initial capital expenditure 
As to the latter it would not only be necessary to install coal-handling 
equipment such as conveyors and pulverizers or grates, but often nev 
boile rs as we I. Many could not convert re gardless otf cost beeau se o] 
inadequate storage space for the bulkier fuel. With few exceptions 
the public utilities are the only users with facilities enabling them to 
shift readily from oil to coal. 

Residual oi] imports have been blamed for the decline in coal pro 
duction. But it doubtful that they are even one of the major 
causes In our opinion, the four principal 1 reasons for the downtur 
of coal production are: recent mild wit ters in the United States, r 
duced exports of coal to Kurope, conversion b y railroads to diesels. 
and conversion to natural gas by many users who formerly burned 


coal. 

At this point I would like to comment on H. R. 4294 as it affects 
oil. It seems evident that the problem confronting us is temporary 
and that there is no need for legislative action. 1, for one, believ 
that legislation which is not demonstrably essential should not be 
enacted. The oil import quotas provided by this bill would cause 


serious hardships to many consumer groups, and would be contrary 
to the best interests of the United States in in portant areas o1 defense 
planning and foreign relations, matters on which I would now like 
to comment. 

Perhaps the most important area in which an oil import policy 
affects our national interest is that concerning defense and stra tegy. 
Oil is such a vital element in the military and economic strength of 
the Nation that our plans for petroleum supply must be thought 
through in a global context. This must include consideration of the 
petroleum needs of our present or prospective allies, 

Over 60 percent of our total tonnage shipped during World War If 
consisted of } etroleum products. Overseas supplies of oil were oft 
more helpful than purely domestic supplies because they were nearer 
to the point of military need and thus peceies the shipping burden. 

Our military authorities have stated that in the unwelcome event 
of another war our oil requirements would be much greater than in 
World War II and we would again need a large volume of supplies 
from abroad. Such a war, if it comes, presumably would be an over- 
seas war which would require control of the seas, and with such con- 
trol we would have access to foreign oil sources. 

In considering the oil requirements of our allies we must take 
account of the fact that the free world’s needs have grown far beyond 
the total quantities of oil available from WesternHemisphere sources. 
As recently as 1938 this hemisphere was able not only to supply its 
own needs but also approximately 70 percent of the requirements of 
Western Europe. Today over 75 percent of Western Europe’s re- 
quirements is coming from the Middle East—a natural development 
since 60 percent of the world’s proved crude reserves are in that area. 

Under the circumstances we have a vital interest in the oil resources 
of the free world, no matter where they may be. Only if we are 
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illing to assume a defeatist attitude and base our defense strategy 

n a last-ditch fight within our own borders can we ap yproach the 
dak ne: of oil supply on any narrow national basis. The superior 

hanization of the Western Powers would not be possible without 
heir present 11 to 1 advantage in oil production over Russia and her 

tellites. This probably has been a major deterrent to any large- 
ale Soviet aggression. It is imperative, in my opinion, that we pro- 

t this margin at all costs. 

The impact of the proposed legislation on foreign areas now ex- 

orting oil to the United States will be disregarded at our peril. We 

nnot seek access to oil from foreign countries on an off-again on- 
gain basis and expect to have their friends ship, their trade or their 

Perhaps our good neighbor, Venezuela, would be most affected by 

e proposed legislation. What hurts her will hurt us too because she 

one of the United States’ best customers, buying from us around 

lf a billion dollars worth of goods a year. These goods come from 
rms and factories all over the United States. Any serious reduction 

f oil Imports from Venezuela would reduce these exports to her. 
Furthermore, it is inevitable that political pressures unfriendly to our 

ountry would be created by the resultant deep cut in oil royalties and 

ix revenues accruing to the Venezuelan Government. 

Passage of the proposed legislation would cause the United States to 
violate unilaterally the recently renegotiated Venezuelan Reciprocal 
[rade Agreement, as well as the General Agreement on Tariffs and 
l'rade—both — itional obligations. Considering that the crux 
of the problem in Iran is the unilateral abrogation by the Iranian 
Government of its concession contract with the Anglo-Iranian Oil Co., 

t seems reasonable to anticipate that similar behavior by us would 
play into the hands of the ubiquitous Soviet propagandists and 
extreme nationalists, 

[ doubt that anyone can say precisely what the optimum volume of 
oil imports into the United St: ates could be. The situation is not one 
which requires or would be benefited by the determination of an exact 
figure. Without attempting anything of the kind, it seems to me that 
from any fair approach to the problem the following specific con- 
clusions can be drawn: 

1. Current reductions in domestic production are temporary in 
their nature and do not require corrective legislation. 

The continuing high rate of exploration for and development of 
new oil reserves in the United States is evidence that the domestic 
industry has not been injured. 

Because the United States consumes far more oil than the rest 
of the world combined and yet has only approximately one-quarter of 
the world’s proved reserves, substantial imports are desirable and in 
the long run essential to the maintenance of our highly industrial 
economy and our wartime security. 

Arbitrary restrictions on imports from friendly countries can- 
not but have an adverse effect on the economies of those countries and 
on their goodwill toward us. 

Finally, we believe that legislation restricting oil imports, of the 
type now pending, would be detrimental to our national security and 
in time would be regretted by all. 

Thank you, sir. 
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Mr. Jenxins (presiding). Mr. Jennings, you have made a very 
splendid statement. 

I presume you would like to have included with your remarks the 
charts that you have there ? 

Mr. Jenninos. I included those charts for the convenience of the 
readers. The figures have been covered largely in the text. 

Mr. Jenkins. You will want those to be inserted with your state 
ment ¢ 

Mr. Jenninas. I would like them to be, yes, sir. 

The material referred to ap pears on pp. 122/—1228. ) 

Mr. Jenxins. Are there any questions / 

Mr. Simpson will inquire. 

Mr. Simpson. Mr. Jennings, do you believe that imports should be 
permitted of both crude petroleum and residual oil without limita- 


tion ¢ 

Mr. Jenninos. I stated in my paper that I believed at the present 
time we didn’t have to rh ike that clecision. ] feel that there is ho 
demonstrable need for limiting those at the present time. 


Mr. Simrson. Will you not give me your opinion?’ Do you believe 
that oil lMportation should be pe srmitted without limitation by law ¢ 

Mr. Jennies. I do at the present time, yes, sir. I would like to say 
that it is conceivable that at some future time conditions might be 
quite different, in which event such limitations might be appropriate. 
I think they are undesirable. 1 think any time you put artificial 
restrictions on free commerce, it is a bad thing, and my view is that 
it should only be done if you can iesiahiinain a real need for doing so. 

Mr. Simpson. From that I conclude that you do not believe those 
supporting this part of the bill have demonstrated serious loss to our 
industry in this country in the coal-mining area ¢ 

Mr. Jenninas. I don't doubt that the figures they have given on 
the effect on the coal-mining industry and on the railroads have been 
as stated. I don’t share the view that those injuries have been greater 
than the injuries that would result from what is proposed here. I 
think it has got to be viewed in the total national concept. 

Mr. Simpson. Do you think that the injury which you admit they 
have proved has not been serious enough to justify relief? 

Mr. Jennines. That would be my view; ves, sir. 

Mr. Simpson. How serious do you think their injury should be be- 
fore they should be given relief¢ I mean, representatives of great 
railroads come here, and representatives of great coal-mining com- 
panies, and representatives of labor unions come here, and tell us 
that from their point of view the loss is serious to their interests, and 
they ask relief. ‘They demonstrate to my satisfaction that it is a 
result of unlimited or unrestricted imports of crude oil and residual 
oil. And Lask you: Do you have any remedy to suggest? Or would 
you just disregard 

Mr. Jenntnes. I would like to perhaps amplify my previous re- 
marks to this extent: That the suggestion in the testimony that I 
heard here this morning was that all of the reductions in coal pro- 
duction and in coal transportation were due alone to imports. 

I feel that, as I stated a little while ago, there are many other con 
tributing factors, and the damage that would be done by the imposi- 
tion of these drastic reductions in imports, the ill effects resulting 
from that. would outweigh the beneficial effects on the other indus- 
tries, 
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Mr. Simpson. Where would that damage be demonstrated ? 

Mr. Jennines. On the many consumers that use fuel oil and that 
require it. As far as crude oil production is concerned—I take it your 
remarks are addressed to coal and not crude oil production restric- 
tions—there are many users of fuel oil who are quite dependent on it, 
and if it were not available to them, their costs would go up materially. 
[n some cases they would have great difficulty in converting. 

Mr. Simpson. Well, with respect to residual oil, what is your com- 
ment on that 

Mr. Jennines. That was in respect of residual oil, that if the resid- 
ual oil is not available to the consumers who are using it now as 


fuel—— 
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Mr. Simpson. And in the case of the consumers, you have enumer- 
ited in there the larger operators. I mean, it is not the private home. 

Mr. Jennines. Not the private home; no. 

The apartment dweller gets it indirectly. Shipping is a very im- 
portant segment that uses fuel oil and is completely dependent upon it. 

Mr. Stimpson. Does your company produce in the United States? 

Mr. Jennies. Oh, yes, sir. 

Mr. Stwpson. And also abroad ? 

Mr. Jenninos. Yes. 

Mr. Suwpson. And percentagewise, what are the percentages? 

Mr. JENNINGS. Oh, our production in the United States is over 
twice what our production from foreign sources is. Our business is 
primarily in the United States. 

Mr. Simpson. Am I incorrect in saying that 49 percent of the total 
production of the Socony-Vacuum Oil Co. in 1952, as compared with 

nly 19 percent in 1946, was foreign production ¢ 

Mr. Jenninos. I don’t quite understand. 

Mr. Simpson. Does 49 percent of your production come from abroad 
today £ 

Mr. JenniINGsS. I guess that is about right; yes, sir. But where our 
efinery operations in the United States are concerned, which the run- 

ng of oil which we produce in the United States and oil that we 
purchase in the United States, they far outweigh our foreign busi- 
ness. Our production in the United States is now around two-hun- 
dred-thousand-some-odd barrels a day, and our purchases of oil in 
the United States—— 

Mr. Srmpson. But I am talking about production. 

Mr. Jennines. Yes; our foreign production would be about equal 
to our domestic production. 

Mr. Stupson. Where is your foreign production ? 

Mr. Jenntnos. Some in Venezuela, some in the Middle East, in 
Arabia, Iraq. 

Mr. Stwpson. Do you not have in Venezuela and these other coun- 
tries modern equipment and so on? 

Mr. Jennines. We do not refine in Venezuela. We have refineries in 
Europe. We do not refine in Venezuela at the present time. 

Mr. Sruwpson. Well, did you mean to say that if better equipment 
were installed in those areas, such as, for example, Venezuela, there 
would not be as much residual oil left there ? 

Mr. Jennrnos. I didn’t say that. I said that the trend in the United 
States, Mr. Simpson, had been to install equipment to reduce the yield 
of heavy fuel. I made no comment as to the character of refinery 
equipment in Venezuela. 

Mr. Srmpson. Is it a fact that if they had better equipment down 
there, they would not have as much residual oil? 

Mr. Jenntnes. We don’t refine there, but my understanding is that 
the character of a good part of that crule oil that is produced there is 
such that it would be very expensive to materially reduce the fuel-oil 
production from it. 

Mr. Srpson. That was my understanding. 

So that it is not practical to further refine that, and that which they 
ship in then as residual oil represents that which is left after what is 
more easily got is taken off? 
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Mr. Jenninos. I think that is correct, sir. It wouldn’t be eco- 
nomically practical to refine that more deeply. 

Mr. Srupson. Now I want to ask you one question on this interna- 
tional picture. 

You have commented that Venezuela buys a half a billion dollars’ 
worth of goods from this country. And they do that, of course, by 
using dollars they get for their oil principally. We have a lot of 
people here in the mining areas, railroadmen and others, who are out 
of work and not able to buy those very products which the citizen 
is able to buy in Venezuela. To the extent that this committee is 
persuaded that the unrestricted importation of residual fuel oil ac- 
counts for unemployment here, I cannot justify sending dollars abroad 
to raise the other people’s standards, at the expense of the coal miners 
and railroad men here. Can you? 

Mr. Jenninos. I find that a difficult question to answer. 

Mr. Srmpson. I know it is. 

Mr. Jenninas. In principle, surely we must give first considera- 
tion to the people in our own country. But so many of these things 
have a reverse effect. They benefit one group, and they perhaps harm 
another group. 

Mr. Simpson. That is right. 

Mr. Jennrneas. It seems to me that the responsibility of our Gov- 
ernment is to weigh those relative advantages and disadvantages 
and do the best it can. 

Mr. Stmrpson. That is what this committee is weighing right now. 

Mr. Jenninas. Yes, sir: I appreciate that. And I am in complete 
sympathy with the problem that you are dealing with and your way 
of dealing with it. 

Mr. Simpson. Now, you mention reciprocal-trade agreements and 
the GATT agreements which have been made. 

Is it your position that the agreement having once been made, 
I othing can be done or should be done to correct errors therein ? 

Mr. Jenntnos. No. The way you state the question, T would have 
to say that is not my view. I would suggest, though, that we should 
back out of those agreements only with the greatest reluctance, and 
only under the greatest pressure. 

Mr. Srwpeson. But you do agree with me that the Congress has 
powers to modify those agreements if in our judgment we see fit ? 

Mr. Jennrnas. It is my understanding that you have, and that the 
agreements provide that the United States can withdraw from them 
on appropriate notice. I believe that is correct. I am not an expert 
on those treaties. 

Mr. Simpson. You are correct. We do have that authority and pro- 
vision intheagreement. But short of withdrawing from it, we should, 
I think, be able to give relief to an industry where it is proved to the 
satisfaction of the Congress that relief is needed as a result of injury 
done by cuts in the tariff. 

Mr. Jenninas. I would think so. 

Mr. Stmpson. That, of course, is the basis for these hearings today. 

That is all I have. 

The Cuarrman. Any other questions? 

We thank you, sir, for your very fine statement which you made to 
the committee, and the information you have given us. 

Mr. Jennines. Thank you. 
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The CuatrmMan. I would like to ask if Mr 
room. Is this Mr. Swensrud ¢ 

I am just going to ask you if you would extend a courtesy to a wit- 
ness who has an engagement in New York by permitting him to 
precede you. I think it will only take about 15 minutes. 

Mr. SweNsrup. Surely. 

The Cnairman,. And so I will ask oe Irving Jay Fain, director, 
Ape x Tire & Rubber Co., Pawtucket. R. L.. to come forward. 

If you will give your name and the c: bn ity in which you appear, 
we will be very glad to hear you. 


.S. A. Swensrud is in the 


STATEMENT OF IRVING J. FAIN, DIRECTOR, APEX TIRE & RUBBER 
CO., PAWTUCKET, R. I. 


Mr. Farn. Yes, sir. My name is Irving Jay Fain. I am a director 
of the Apex Tire & Rubber Co., Pawtucket, R. L., engaged in the manu- 
facture of products from rubber, plastics, and cork. I am also asso- 
ciated with other manufacturing firms in southern New England. I 
appear before this committee to urge that the Reciprocal] Trade Agree- 
ments Act be continued as is and to oppose the restrictions on our 
world trade contained in the Simpson bill. 

At the outset, let us have a clear understanding of the basic issues 
involved. ‘The Simpson bill does more than to limit the imports of 
petroleum, zinc, and lead; and to change some wording of other 
statutes. The Simpson bill sets the stage for a program of higher 
tariffs and tighter import restrictions. The Simpson bill threatens 
American industry and the world with a new policy of less world 
trade; a policy of retreat from expansion to contraction of world 
trade; a policy of economic isolationism. What will this mean to 
America ¢ 

Let me start with Venezuela, the principal source of our imports 
of crude petroleum and residual] fuel oil. The quota restrictions on 
these petroleums contained in the Simpson bill are aimed directly at 
Venezuela. ‘The companies with which I am associated are particu- 
larly sensitive to this situation because we happen to enjoy a good 
volume of export business with Venezuela. Venezuela is one of 
America’s best export customers. Venezuela | yuys from the United 
States about $500 million worth yearly, and sells to the United States 
about $350 million worth yearly. Venezuela ranks seventh in the list 
of all American customers overseas, and ranks fourth in the list of un- 
subsidized customers overseas. Venezuela ranks sixth in the list of 
suppliers of America’s imports. Venezuela is a good illustration that 
trade is a two-way street. 

I, and my business associates, who have made numerous trips to 
that country, have found a situation that we might well have ex- 
pected. They use, and know, and like American products; they look 
to us as their natural source of supply for most of their import require- 
ments. They look to us as their natural outlet for their petroleum 
products. Their entire economy is oriented toward us. They look 
upon us as their natura] economic allies. They likewise consider us 
their political allies. 

The Simpson bill would reduce our imports of oil from Venezuela, 
would thereby reduce Venezuelan purchasing power in dollars, with 
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the obvious reduction in her ability to buy American goods. .More im 

portant is the effect it would have on her willingness to buy American 
goods. The Venezuelans regard the Simpson Act as an economic slap 
at them. The Venezuelans are a proud, sensitive people, like Latin 
Americans generally, like all people generally. They can be expected 
to react e motionally as well as economically. If we force Venezuela to 
seek elsewhere for outlets for her petroleum, she will not only be forced 
to, but will want to seek elsewhere for a source of her imports. Do 
we want to force Venezuela to seek another economic ally, an economic 
ally which might be expected eventually to become a political ally? 
Do we want Venezuelan petroleum, which is now powering American 
plants and lubricating the American war machine, to power the plants 
and lubricate the machines of some other power? And what would 
happen then to Venezuela’s huge reserves of iron ore? 

The relatively young and small Venezuelan economy cannot be 
expected to have the resilience of our own economy. A sharp cut in 
our imports of her petroleum would be a blow from which she would 
find it difficult to recover quickly or easily. There would be a period 
of serious dislocation and readjustment. What would happen to the 
economy and to the Government of our good neighbor during this 
period? In view of our key position in world economies and polities, 
can we afford to ignore the consequences ¢ 

Let us turn from a consideration of Venezuela as a particular coun- 
try to the overall question of America’s world trade. I urge the com- 
mittee to favor a program of unshackling trade, rather than of shack- 
ling it further. This puts us squarely face to face with the classic 
economic position on unhindered, unimpeded, unrestricted world 
trade. Before this committee, I need not belabor the point that the 
freer world trade, the greater the specialization of production within 
each country with consequent greater efficiency of production and 
higher standard of living. 

Most of us will readily accept the theoretical proposition, but let us 
not be blind to how it is observed throughout the world in the breach 
rather than in the observance. Since the end of the world war, we 
have seen a mad rush toward industrialization in many parts of the 
world, particularly in some underdeveloped countries. This may not 
be economically wise industrialization, but any industrialization for 
industrialization’s sake. The result has been prohibitive duties and 
quotas against the import of products competitive with the newly 
established infant industries. So these inefficient and uneconomic 
industries remain behind protective walls. Who pays the bill for this 
inefliciency! The common people of those countries pay the bill: 
they pay it in poorer products, in higher prices, in a lower standard 
of living. In smaller countries, there are vivid examples of this 
uneconomic protectionism. They are not so vivid or so obvious in 
our huge economic society ; but, like the story of the overcoat in the 
salesman’s expense account, it is there just the same. Every time we 
Americans keep out of our country a product. which the people of our 
country would buy because they want it, because it is a better product, 
because it is better priced—we are penalizing the people of this coun- 
try, we are reducing their standard of living. 

But some people will say : “Isn’t it true every time you import some- 
thing, you are depriving Americans of jobs?” On the contrary, I say 
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o you, “Isn’t it true that every import creates jobs?” We pay for our 
mports with our exports. Imports do not reduce employment; they 
nerease employment. 

But, it will be said further: “Won’t some particular industries be 
hurt? Won’t some particular factories be hurst? Won't some par- 
ticular workmen be displaced ¢” 

[ am glad to say this now in view of the recent questions of 
Mr. Simpson to the recent witness. 

These rhetorical questions cannot be answered by one word “Yes” 
inv more than one can answer in one word the rhetorical question: 
“Have you stopped beating your wife?” 

We must expect that increased imports will reduce employment in 
ertain lines, but it doesn’t end there. What they do is to transfer 
ictivity from certain marginal American industries to other more 
efficient American industries. What increased imports will mean is 
not unemployment, but dislocation and relocation. We cannot make 
everything in America best, nor do we need to make everything in 
America. It’s all right to let the rest of the world make some things 
for us. Why not let some other countries sell us more perfumes and 
embroideries, and let us sell them more tires and typewriters? Let 
them sell us their wool, and buy our cotton. Isn't it better for our 
labor to move out of industries which can be maintained only by pro- 
tective tariffs, and to move into industries which cannot only maintain 
their domestic market, but win world markets against world compe- 
tition ¢ 

There will be dislocation and relocation. Is that bad for America? 
Yes; it’s temporarily bad for those industries, those manufacturers, 
those workers. But eventually it will be better for all. 

Since when does America claim to be a static economy that cannot 
idjus st itself to dislocation? Since when does America announce to 
the world that it is afraid of change? We are the country that boasts 
about free enterprise, about competition ; we are the country that talks 
against the cartels of Europe. Free enterprise, competition, prog- 
ress—they all mean change. New competitors and new industries 
mean that marginal competitors and obsolescent industries must fall 
by the wayside. That takes place whether the new competitors or 
the new industries arise from within the country or from without the 
country. 

By what law of man or God must every industry, every manufac- 
turer, expect to remain in business and to maintain its production ¢ 
Or feel privileged to call upon the Government to support it? Our 
economic history is a history of change and upheaval. We are not 
ashamed of it; we boast about it. The rubber industry, with which I 
am associated, started on the east coast, where our company is located ; 
but the heaviest production moved to Akron. Did the manufacturers 
of Rhode Island, Massachusetts, Connecticut, and New Jersey ask the 
Congress for protection against these new manufacturers way out 
there in Ohio; and, if they had, would Congress have listened ? 

As a particular example, take the common or garden variety of 
garden hose. It used to be made out of rubber. Within recent years, 
the market has been taken over by plastics. There are several dozen 
manufacturers of plastic garden hose, including my company, most 
of whom never made the rubber type of garden hose. Do the manu- 
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facturers of the old-fashioned rubber hose ask the Government to 
protect them against this new and better plastic garden hose? And 
if they did, would Congress listen ? 

Now, suppose this plastic garden hose were to come from beyond 
our borders rather than from within our borders? Should Congress 
keep it out of our country in order to maintain an obsolete product, 
and thus deprive the American consumers of the new and better 
product ? 

The Lee Engineering Co., with which firm I am also associated, pro- 
duces a special machine called a tire demounter, which takes off large 
tires from rims without the work and damage which is usually entailed 
on the old-fashioned hand method. Do any Americans complain that 
this new-fangled machine is depriving American workmen of their 
livelihood? Don’t we rather point with pride to this and many thou- 
sands of other developments which save labor and increase our stand- 
ard of living? Suppose this machine were invented and produced in 
Europe rather than in America. Would you gentlemen seriously con- 
sider that it should be kept out of America to prevent it from saving 
hours of labor ? 

The issue is simple. America’s industries are no longer infants. 
If they cannot take care of themselves now, they never will. It’s 
about time we stopped penalizing the American standard of living 
under the guise of protecting its infant industries. 

Before the day s of the cold war, this economic discussion would have 

ufliced, but we cannot close our eyes to the existence of the cold war, 
o must take into account another important consideration, that. is, 
conservation of our natural resources. The Simpson bill would in- 
crease the domestic production of petroleum, of lead, and of zinc, 
perhaps of other raw materials, at the expense of imports. At this 
time, and for several years past, this country has been engaged in a 
program of stockpiling of 73 critical and strategic materials, including 
lead and zine. Stockpiles can be in the ground, as well as above 
cround. Do we need to be reminded of our dependence on imported 
materials, including lead and zine and oil ? 

We occupy 8 percent of the world’s land area, have 10 percent of its 
population, consume 50 percent of its materials. As long as I can 
remember economists and geologist students of all sorts have been 
giving painstaking study to the problem of our oil reserves. Zinc 
and lead are two raw materials for which our country is particularly 
dependent upon imports. Over one-third of our annual consumption 
of both metals is imported. The proven reserves of both metals are 
low. In the case of lead, proven reserves are less than 3 years at cur- 
rent domestic production, total inferred reserves are only 15 years, 
and the Paley report estimates that the domestic production of lead 
can continue at its present rate for only 6 years longer. 

One need not be a geologist or an economist or a military strategist 
to take cognizance of the simple fact that our natural resources are 
not inexhaustible. It would seem obvious that it is to our strategic 
benefit to maintain the largest possible stockpiles within the conti- 
nental limits of the United States, either above ground or below 
ground. The more of these materials we import, the less will it be 
necessary for us to produce from our own resources, and the more will 
remain under the ground. We should encourage, not discourage, im- 
ports of these raw materials. We should take aggressive steps to 
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develop more and more efficient sources of raw materials throughout 
the world, and to establish good trade relations with the countries of 
origin, and to establish trading patterns wherein these producing 
countries look to us as their regular customer. Someday we may want 
these sources of supply. Will they be there waiting for us someday 
when we decide that we want them? If we close our doors in times 
of world plenty, will these materials come to us when we open our 
doors in times of world scarcity ¢ 

During this time of cold war, we cannot divorce our economic dis- 
cussion from the politics al. We used to be told that trade follows the 
flag. We can say today that the flag follows trade. Business makes 
friends. W hy does Venezuela like us? Because they do their busi- 
ness with us; because they buy from us and sell to us. If they did 
most of their business with another country in another hemisphere, 
they would naturally look upon that country as their friend. 

In the Far East, for example, the Philippines have long been 
oriented economically toward the United States, and have likewise 
been oriented politically toward the United States. In Burma, on 
the other hand, there has been little economic orientation toward the 
United States. The attitude of the Burmese Governme nt, though not 
unfriendly toward the United States, is certainly one of f indifference 
as compared with the active cooperation of the Philippine S. 

e have summoned a policy of “trade—not aid.” ‘That pleases the 
ee axpayers. It also pleases our friends around the world, 
who would rather pay their own way than be subsidized. But we 
must keep the door open for them to trade. We cannot talk out of 
both sides of our mouth at the same time. 

Che flae follows trade. Trade makes friends. In December 1950 
we closed the door to trading with the China mainland. China has 
reoriented its trade to the East, to re p lace the trade it former ly enj rye d 
with the West. We did that with our eyes open, knowing that we were 
forcing China into closer economic bonds with the Iron Curtain coun- 
tries. Certainly we don’t want to do that with Venezuela, or with 
any of the other countries of what we call the free world. But isn’t 
it clear that every obstacle that we place in the way of their normal 
economic world trade with us accomplishes two things—it angers 
them and it forces them to seek elsewhere ? 

For the past half dozen years, we have been giving money to our 
friends around the world to help them to stre ngthen their economies 
and their governments. We want the free world to be strong as well 
as free. Now, are we going to undermine their newly made strength ? 
Do we want to take the consequences of the economic effects of reduced 
world trade? Of the political repercussions of those economic effect: 

So I summarize: Do we want to reduce our exports to Venezuela, 
our exports to all the world? Or do we want to increase our exports, 
with consequent increase in employment? Do we want to reduce our 
imports from the world, or do we want to increase our imports, with 
consequent improvement in our standard of living? Do we want to 
increase production of raw materials from our own resources, or do 
we want to seek elsewhere in the world for more imports of raw 
matel a in order to conserve our own? Do we want to shut our doors 
in the faces of our friends, or do we want to keep the friendly world 
frie sndly and strong? 
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The Cuarman. We thank you, sir, for your appearance here. 

Mr. Simpson would like to ieanien 

Mr. Simpson. It is plain you do not like my bill very much, do 
you! 

Mr. Farn. Oh, not at all, sir. 

Mr. Simpson. I rather gathered that. 

How are your tire sales up in Somerset County, Pa., and over in the 
hard-coal fields in Pennsylvania and the coal areas down in West 
Virginia? Are they good, or bad ¢ 

Mr. Fain. We don't sell tires in that part of the world. 

Mr. Srmwpson. I can understand that. 

Mr. Fary. But we do sell shoe materials and plastic garden hose 
pretty generally throughout the United States in the markets for 
them. Plastic garden hose we sell through retail outlets in Pennsyl- 
vania and New York. 

Mr. Simpson. Are the sales holding up good in those areas? 

Mr. Farn. I am happy to tell you that our overall sales in the 
entire country are better this year than they were last. As to the 
totals by county or State, I didn’t come prepared. 

Mr. Stmwpson. Do you make things like rubber-soled shoes with 
canvas tops and things like that ? 

Mr. Farx. We make shoe solings for the shoe manufacturers, Mr. 
Simpson. 

Mr. Srmpson. They have all got a protective tariff rate of about 
70 percent. 

Mr. Farn. I don’t believe so, sir. 

Mr. Simpson. Well, I am telling you; 35 percent American selling 
price on those shoes for which you make the soles. You talk very 
much like a free trader. Are you? 

Mr. Farn. I certainly am, sir. 

Mr. Stmpson. You do not want that protection on the rubber goods 
you sell ? 

Mr. Farn. No, sir; we have never sought protection. 

Mr. Srupson. It is commendable that you stand up for your colors, 
then. 

Mr. Fain. I really believe that. It is not a new-found belief based 
on my business connection. It has been my firm economic belief in 
all my adult years. 

Mr. Srwpson. Do you believe that you can compete with Japan, 
Japanese-made shoes, and so on, if you do not have a tariff ? 

Mr. Fatn.We have recently concluded a technical-assistance agree- 
ment with a rubber-manufacturing firm in Japan which I initiated 
last year on a visit there, which has now been approved by the Gov- 
ernment of Japan, wherein we are making available to this Japanese 
manufacturer all of our technical know-how on making this shoe 
soling and giving them blanket permission to sell it with our trade- 
mark in any country of the world, including the United States. 

Mr. Srpson. Are you advocating the elimination of any duty 
which would protect any American manufacturer of that product? © 

Mr. Fary. Are you talking about my own product 

Mr. Simpson. Well, on that shoe which they are going to make in 
Japan. Are you advocating the repeal of any protective tariff which 
might protect the industry here? 
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Mr. Fain. In regard to that shoe material which we make, I don’t 
believe we should ask an exemption in our own case that we wouldn't 
isk on general principles for others. We are willing to meet the 
Japanese competition in the Far East or in the U nited States or in 
Europe. And we face that situation openly when we sign this agree- 
ment and include in it a clause that they can sell without our trade- 
mark anywhere in the world. 

Mr. Simpson. You want the tariff taken off, then, if it tends to pro- 
tect American manufacturers of that product which they may make 
n Japan ¢ 

Mr. Farn. Yes, sir. My contention is that if American manu- 
facturers are not able to make that product competitively against the 
manufacturers of Japan or anywhere else, we ought to devote our- 

elves to something else. 

Mr. Stwpson. You mentioned lead and zine. You think there 
hould be no protection for that mining industry here in the United 
States; no tariff, no duty ? 

Mr. F arn. I believe in this: There should be, not overnight of 
course, but a gradual reducing of duties throughout the American 
economy, and simplification of imports. 

Mr. Simpson. You did not answer my question. A minute ago 
you said you did not believe in tariffs, and I asked you if you wanted 
that tariff protection removed on lead and zine. 

Mr. Farn. Yes, sir; in general principle, on all commodities. 

Mr. Simpson. What about textiles? Do you want no duty on fin- 
ished goods shipp ed in from Great Britain or anywhere else? 

Mr. Farin. That is right. 

Mr. Stmpson. Even though it means unquestionable loss of employ- 
ment throughout New England and other places in the United States? 

Mr. Fatn. We have faced that situation of loss of employment in 
New England, sir, and I believe there is a lot more to it, though I 
am not an expert qualified to talk on textiles, than merely the matter 
of competitives rates. 

Mr. Stmpson. You are talking on tariff now. 

Mr. Farn. Yes, sir. And I believe this. Referring now to the 
overall picture, if there are certain textiles which we cannot make at 
all competitively in this country, such as laces, which I understand we 
import from France, there is no need of our even attempting to make 
them. If there are other textiles in which we are more eflicient, it is 
to the advantage of the consumers in America, including the people 
at work in the textile plants, to devote their energies to those parts 
of the textile industry in which they are most efficient. 

Mr. Stuprson. You would make the sole test then whether or not 
goods can be bought cheaper by the consumer in this country, as to 
whether or not there should be a reduction in tariff ? 

Mr. Farn. I say that the test of what industries should continue and 
grow will be decided by the free play of economic forces in favor of 
the efficient industries, if the pressure is put on industry to be efficient 
by the removal of protective tariffs. 

Mr. Srwrson. What about oil? You want no protection whatever 
for the American oil producer ? 

Mr. Farn. Without attempting to be an expert on oil—and_ you 
have some topflight experts here—I would say in general, and I don’t 
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want to talk about oil as one product, that over the long run the 
attitude of the United States in regard to tariff protection should ap- 
ply to all industries. 

Mr. Stmpson. Including yours? 

Mr. Far. Aboslutely. 

Mr. Stimpson. We are taking care of yours right now. 

Mr. Farn. We are not asking it, sir. We don’t want it. We don’t 
expect it. 

Mr. Srapson. What about the national-defense issue? 

Mr. Fain. National-defense issue? Iam glad you asked me that, 
Mr. Simpson. I touched upon it in regard to the matter of national 
resources. I believe that as far as production of goods is concerned, 
that is a proper field for exemption of free trade. I think if there are 
certain industries that must be maintained regardless of cost, then 
that is a proper exemption. 

Mr. Simpson. Do you think the production of oil is one of those 
industries ? 

Mr. Farn. Oh, of course it is; yes, sir. 

Mr. Stmpson. It is? 

Mr. Fain. Absolutely. 

Mr. Simpson. Then why are you complaining about industry com- 
plaining that there is too much oil coming from Venezuela, and that 
as a result our national 
nana 

Mr. Farn. There again, without attempting to know the details of 
the oil picture, my understanding of it would run along two lines, if 
I may answer that question in just a moment. No. 1 is that the total 
imports of oil into this country percentagewise are te too great. No. 
2, in the quantitative picture there is a limit to how much oil we could 
import into this country, because of two factors, the availability out- 
side and the fact that for every million dollars’ worth of oil which we 
would be importing we would have to export a million dollars’ worth 
of our products to pay for it. 

Mr. Srmprson. Do you ship goods all over the world, out of your 
business ? 

Mr. Farn. Toa number of countries of the world, sir. 

Mr. Srmupson. Is Venezuela one of them ? 

Mr. Farn. Yes, sir. 

Mr. Stmpson. Do you have heavy sales there? 

Mr. Fain. We are very pleased with our sales to Venezuela. 

Mr. Simpson. Good. Now, what percentage of your production cost 
is labor cost ? 

Mr. Farn. I did not come prepared with those figures. 

Mr. Stpson. I will not push you on it. 

Mr. Farin. If you won’t hold me to a figure, I would say in the 
general area of 25 percent perhaps, varying with our product, of 
course. 

Mr. Srmpson. You pay the going rate of labor, which unquestion- 
ably is the American standard rate? 

Mr. Fan. We are very proud of our wage scale. Yes. 

Mr. Sturson. How would you make up the difference between what 
it would cost you for labor and what it would cost you over in Japan 
to produce a product? 


defense production here at home is not 
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Mr. Far. I have had occasion to spend a little time with the rubber 
industry of Japan. The difference lies not in the hourly cost per 
workman, but in the unit cost of production. The overall efficiency 
of the American rubber plant—I can say this openly; it is no secret— 
is far greater than the overall efliciency of the rubber plants of Japan, 
or for that matter other countries. 

Mr. Srupson. But you are sending your experts, you told me a 
bit ago, to show them the know-how and give them the machines to 
do it. Will they not be just as efficient as your men? 

Mr. Fain. We believe they won't. We believe all the American 
rubber companies will always be quite a bit ahead of our competition 
overseas. 

Mr. Simpson. I know one large industry in my district where a 
few years ago they were trying to buy new machines and they could 
not buy them at all. They were all going to Japan, where they have 
manufacturing plants today that are in every respect as efficient as 
they are in the United States, and that is one of the very large manu- 
facturing companies in the textile lines. 

Mr. Farin. The Japanese are justly proud of the efficiency of their 
textile industry. But I don’t think the efliciency there—and they 
will be the first ones to tell you that—is matched by the efficiency in 
their other industries, and they are very happy to make agreements 
with people like us in this country to get our know-how. 

Mr. Simpson. Well, I dread the day when there is no tariff pro- 
tection whatever for certain of our industries competing with goods 
made in extremely low-cost countries such as Japan. 

Mr. Farn. I think the figures will show that on the dutiable items 
we only import something | less than 3 percent of the domestic pro- 
duction, and if we were even to double that, and import 5 or 6 or even 7 
percent of the domestic production, two things would flow. First, 
the dislocation would not be too severe. Secondly, if we brought 
in another billion or two billion or even three billion dilars’ worth 
of imports, that would mean another one or two billion dollars’ worth 
of exports, with consequent employment. Assuming we were to buy 
tremendus quantities of textiles from Japan, Japan would have the 
dollars, and she certainly has the need to buy many other things 
from us. 

Mr. Simpson. Oh, yes. That has been argued. Then your textile 
workers in Rhode Island and throughout New England could move 
out to Detroit and make automobiles and so on. That would be the 
inevitable result if you put those people out of business. 

Mr. Farn. I am happy to say that in Rhode Island and in other 
neighboring parts of New England, mare of the old textile plants that 
have been allowed to deteriorate by lack of modernization have been 
replaced by numerous smaller and diversified manufacturers, who pay 
higher wages, give diversified employment, and employ more workers 
in the same f actory buildings. 

Mr. Simpson. Well, I am only quoting representatives of the in- 
dustry. I think they know more about it than I do, maybe more than 
you do. I do not know. 

Mr. Farn. I am sure they do. 

Mr. Simpson. But they say that we are losing severely. 

I do not care to pursue it any further. 
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Thank you very much for your appearance. 

The Cuarrman. Are there any other questions ? 

Mr. Forand? 

Mr. Foranp. I have no questions, but I want to compliment Mr. 
Fain for his presentation. I think he has done a wonderful job. 

I have known Mr. Fain for a number of years. I know his family. 
I know their business connections. And I will say for the record 
that we in Rhode Island are mighty proud of Mr. Fain and his 
family for what they have done for Rhode Island and for the type 
of industries that they have developed. 

Insofar as the plant in Massachusetts that he has just mentioned 
is concerned, I know that that is one plant that was going to be a 
ghost plant were it not for the Apex people taking it over, and today 
they have more people employed in that plant than were employed 
before. 

As a result of the activities of the companies with which Mr. Fain 
is connected, we in Rhode Island have benefited greatly. And I am 
thankful to him. 

The Cuarrman. That is all. 

Thank you very much. 

Mr. Fain. Thank you, sir. 

The Cuarrman. Mr. Swensrud is here now, I believe. 

Will you give your name and the capacity in which you appear 
for the record ? 


STATEMENT OF SIDNEY A. SWENSRUD, CHAIRMAN OF THE BOARD, 
GULF OIL CORP. 


Mr. Swensrup. My name is Sidney A. Swensrud, chairman of the 
board of the Gulf Oil C orp. 

The Cuatrman. I want to thank you, sir, for yielding to the gentle- 
man from Rhode Island. 

Mr. Swensrup. I was very glad to. 

I appear before your committee here today in regard to the Simp- 
son bill, H. R. 4294, which, in connection with the proposed extension 
of the Reciprocal Trade Agreement Act, would place uneconomic 
restrictions upon the importation of oil into the United States. 

The company which I represent, Gulf Oil Corp., is a large inte- 
grated oil company and a producer of oil in the United States and 
various foreign countries. By far the major part of our investment 
is in the United States. We feel we can view the problem of foreign 
oil and its importation into the United States from an objective and 
practical standpoint without undue bias in any direction and with 
the perspective of abiding concern for all factors relating to the wel- 
fare and security of the United States. We are strongly of the 
opinion that the placing of arbitrary restrictions upon the importa- 
tion of oil into the United States is not only unnecessary but would 
be very unwise from the standpoint of our growing oil needs in this 
country, our defense position in the world, and our trade and diplo- 
matic relations with other countries. 

In discussing this matter, I would like to distinguish between long- 
range and short-range considerations. In the long run a trend 
toward increasing oil imports is, I believe, desirable and necessary 
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if we are to have the oil which we need in this country. On the other 
hand, there are and undoubtedly will continue to be periods from 
time to time when for one reason or another total oil supplies advance 
more rapidly than does demand. During such times imports, along 
with domestic production, must be subject to adjustment in a flexible 
way. I shall presently indicate some of the short-term factors in 
the current situation which bear on this part of the question. First, 
however, let us look at the long-range aspect of the matter. 

Few people appreciate the enormous volume of petroleum products 
which are now used in this country and the rate at which such use 
is increasing. Prior to World War II the total United States demand 
for petroleum products was about 4 million barrels daily. Today 
the figure is in the order of 8 million barrels daily. Thus, in a little 
over 10 years our oil requirements have doubled. Today, there are 
more than 50 million cars and trucks burning gasoline and other fuels; 
over 6 million homes are heated with oil; more than 4 million oil- 
burning tractors have displaced most of the animal aes in agricul- 
ture; most railroad trains are now drawn by diesel engines; more 
than a million and a half barrels per day of heavy fuel oil are used 
in buildings, factories, steel mills, ships, generating plants, and the 
like to create heat, light, and power for a modern age. Millions of 
additional barrels in the form of asphalt are used for roads and 
roofing. And practically all mechanical motion is made _ possible 
only by petroleum lubricants. Our entire economy, as well as our 
defense mechanism—which runs almost entirely on oil—is now geared 
to petroleum in a way that makes adequate supplies at reasonable 
cost extremely vital to our whole national scheme of prosperity and 
security. 

There is a chart, a copy of which is on the easel there in front of 
you, which shows this extremely rapid rise in oil consumption in this 
country. 

There is every indication that the trend toward increased consump- 
tion will continue to grow. Over the last several years the growth 
has been at the rate of between 6 and 7 percent a year. If from now 
until 1960 it increases at only about half that rate, then the total 
United States demand by 1960 will have reached 10 million barrels 
daily, and there is no reason to assume that it will stop there. Could 
our domestic production alone, with no more imports than we now 
have, be relied upon to meet this great expansion in demand and still 
leave a safe margin for emergencies¢ I do not think so. 

The defense agencies of the Government have indicated their belief 
that we should have a margin of excess of domestic productive capacti- 
ty above actual production of about a million barrels a day. Some 
people think we have that much today; others think we have less; 
and no responsible authority on the subjec t, I believe, would contend 
that on the basis of today’s reserves we could successfully maintain 
production at a million barrels above the present rate for any length 
of time without resorting to wasteful production practices which 
vould injure the ultimate recoveries and bring about a subsequent 
sharp decline in output. 

The discovery of oil in this country has become more expensive and 
difficult as many people have learned to their sorrow—it is a big job 
merely to maintain the existing level of production. Even a new 
field of major proportions doesn’t go very far toward meeting today’s 
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needs. Twenty vears ago a 100 million barrel oilfield—which is a big 
one—would in effect have supplied the country for about a month and 
a half. Today it would represent less than a 2 weeks’ supply. 

It is interesting to consider what magnitude of oj] discoveries in 
this country would be necessary between now and, say, the end of 
1960 to take care of the total eae States demand without any in- 
crease In imports. On the basis of a U nl ited States dem: ind figure for 
1960 of 10 million barrels per day and imports at the present level of 
about 1 million barrels daily, this would mean 9 million barrels of 
daily production from domestic sources, and, to have 1 1 million barrels 
daily of reserve capacity, would require productive capac ity of 10 
milli mn barre Is di Lily or 3.600 m1 illion barre Is a year. 

Now it has been found that for efficient nonwasteful productive ca- 
pacity the proven reserves in the ground must be equivalent on the 
average to about 12 to 13 times the annual rate. Consequently, to be 
able to sustain a production rate of 10 million barrels daily, or 3,600 
million barrels a year, would re ao an underground reserve of about 

billion barrels or approximately 12 billion barrels more than we 
have at present. And during the ‘period between now and the end 
of 1960 on the basis specified we would have used up in current con- 
sumpt ion approximate ly 22 billion barrels of domestic oil. ‘Thus, the 
total discoveries during the period would have to aggre ea ie 34 billion 


barrels—22 billion to offset current production and 12 billion to at- 
tain the necessary increase in reserves. This means ia new dis 
coveries in the United States would have to average nearly 12 million 
barrels each day between now and 1960, or about 414 billion barrels 
each year. This is greater than has ever been averaged over any sig- 


nificant period of years. 

Last vear, in spite of a record high level of exploratory oe 
and expenditures, the total figure for discoveries, extensions and 1 
visions was only 31% billion barrels; and after allowing for statin. 
tion withdrawals during the year of 214 billion baneels the reserves 
were increased by only three-quarters of a billion barrels. And, as 
In most years, a substantial part of the increase arose from upward 
revisions of earlier estimates rather than from genuine new dis- 
coveries. Last year’s poor results may indicate an off year for new 

discoveries. On the other hand, they may reflect the increasing 
difficulties of finding large new oil pools i in the United States where 
so much exploration and development work has already been done. 

I do not intend to give the impression that I am unduly bearish 
about future oil prospects in the United States. I am merely trying 
to point out that the huge magnitude of our future oil requirements 
in relation to our domestic oil resources would seem to me to make it 
highly unwise to place impediments in the way of utilizing reasonable 
quantities of foreign oil supplies to supplement our domestic pro- 
duction. The plain fact of the matter is that while our Nation ac- 
counts for over 60 percent of the world’s oil consumption it has only 
about 30 percent of the world’s proved oil reserves, and untquestion- 
ably a much smaller portion than that of the potential or undiscovered 
reserves In view of the vast amount of exploration that has been done 
in this country and the relatively small amount that has been carried 
on in most other parts of the world. 

Some people may have gotten the impression from recent publicity 
and dicussions that most of the growth in United States oil demand 
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in recent years has been suplied by increased imports; but that is not 
the case—increased imports have supplied only a minor part of such 
expansion. In the last 2 quarters, for examp le, domestic production 
of crude oil and natural gas liquids was approximately 1,700,000 
barrels daily greater than during the corresponding period 3 years 
earlier while the increase in imports was only 280,000 barrels daily. 
Thus, approximately 86 percent of the increase in supply during 
this period has come from increased domestic production while only 
ibout 14 percent has come from additional imports 

Chart 2 shows these trends. 

The average daily production in the United States over the past 
6 months, has been at an all-time high level. In Texas, for example, 
total production of crude oil and natural gas liquids during the last 2 


quarters averaged about 3,285,000 barrels daily as against 2,247,000 
barrels daily for the same period 8 years earlier. This is an increase 
of over a million barrel s daily or about 16 percent. IL think you will 


ivree that this does not constitute a picture under which it could be 

id that imports of oil into this country have ‘eee supplanting 
domestic production, 

It seems to me that a useful approach to this problem is to consider 
it in terms of the annual increment in our future oil eens 
If domestic productive capacity continues to orow, such increa 
after allowing for a safe reserve of spare produe ‘tive capacity, ae 

issuredly have a very substantial c all on the ine ecee demands: but 
if, as appears probable, such require ments e xpand more rt ipidly than 
does our productive ¢ apacity in the United States, then an increased 
hare of the year-by-year increment in demand will have to be sup- 
plied from additional imports. I believe our national interest lies in 
that direction. I would propose a share-the-growth policy as the 
most practical relationship domestic production and imports 

Let. us now consider the short-range situation. If the long-range 
picture set forth above is correct, why is there any complaint about 
oil imports today? There are several reasons, I believe. In the last 
few years, at the urging of the Government and under the spur of com- 
petition, we have pushed hard to achieve increased productive capac- 
ity—at home and abroad, as well as to increase transportation capacity 
to move the oil. The result of the good job done is that in the last 
year additional supplies have become available more rapidly than 
den = has advanced. Coupled with this has been the influence of 
an abnormally warm winter during the season just past, which les- 
sened the need for heating oils. The oil industry is now 
the source of heat for millions of homes. In the early postwar 
years there were 1 or 2 periods of rather acute shortage, and in most 
years since then concern has been expressed in Government circles and 
elsewhere as to the ability of the oil industry to meet the demand in 
the event of a cold winter. The industry is very sensitive to this eee 
_~ for apart from not wanting to lose business for lack of sup plies . 

t does not relish the public censure and complicated and expensive 
ate prob lems which would arise from a shortage situation. 
Each year, therefore, we must assume the possibility of and attempt 
to be prepared for an abnormally cold winter. That was our position 
last fall; but instead of a cold winter we had a relatively warm one, 
with the result that millions of barrels of light Reating oil were left 
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on our shelves, so to speak. T can illustrate these facts by the accom- 
panying charts, the first of which, chart No. 3, shows the fuel-oil sales 
for the no he: ating season as compared with the trend over the last 
several yes along with the number of domestic oil burners in use, 
and it ie s that had the winter been normal we would have used a 
great deal more oil. 

Following conditions such as these the rate of supply must be re- 
tarded until demand can catch up, and certainly under such circum- 
stances it is aeueiie that both imports and domestic production 
should share in the cutbacks. As in most matters of this kind, how- 
ever, it may take some little time for the adjustme nts to occur. ” Some 
Eee le do not wake up to the facts as quickly as others, and existing 

hedules and inertia make for delays in the needed adjustments. 
Nevertheless, I believe that oil importers along with domestic pro- 
di icers—and most it mporters are also domestic producers—appreciate 

he eikleen and can be relied upon to exercise reasonable self-restraint 
when the facts become clear. The record of the industry clearly shows 
that imports go down as well as up. 

My plea, therefore, would be that we do not, for the sake of solving 
a very short-term problem, enact legislation which would be detri- 
mental to the long-run interest of our Nation and the millions of 
(merican oil consumers who depend upon an ever-increasing abun- 
dance of oil at reasonable prices 

Our country at the present time is making a great effort to encourage 
increased trade among the free nations of the world as a desirable 
substitute for direct aid, currency restrictions, exchange controls, and 
the like. To incorporate into the Reciprocal Trade Agreement Act 
restrictions such as are proposed in this bill would certainly be a back- 

ard step and a severe blow to such a program and to our good rela- 
tions with other coun tries. 

The possession, by American companies, of oil resources in various 
parts of the world is important, not only to our domestic economy 
but to the defense of the whole free world. Modern wars cannot 
be fought without oil, and the possession of oil in many parts of 
the world is essential to our security. It follows that our Nation’s 
relations with other countries of the free world, where oil is avail- 
able, are of very real importance. Moreover, some of these countries 
are along the hest customers for United States products. Venezuela, 
for example, is said to be the second largest foreign purchaser of 
American goods. 

For all these reasons it is my view that President Eisenhower’s 
recommendation that the Reciprocal Trade Agreement Act be ex- 
tended without amendment at this time, for at least a year, is an ex- 
tremely desirable course. 

In conclusion, it seems to me that active development of foreign 
oil resources by our nationals and reasonable importations of oil into 
the United States should be fostered not only as a matter of insurance 
for our national well-being and security but also as a constructive 
policy under all foreseeable circumstances. At the same time the 
movements of oil to our shores should be flexible in volume so as to ad- 
just receipts to domestic needs and not interfere with the efforts put 
forth in the search for oi] within our own country. There is thus a 
long-range and a short-range aspect of the import problem. The two 
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are quite different, although the subject is frequently discussed as if 
the two were identical. My contention is that nothing should be done 
for the short term that would be inimical to the long term. Nor is 
such action necessary. The give and take of the forces of ¢ ‘ompetition 
and enlightened self-interest should be able now, as in the past, to 
bring about the relatively small adjustments needed to remove any 
occasion for governmental interference with the orderly processes 
of our economy. 

Thank you. 

The Cuarrman. Mr. Simpson will inquire. 

Mr. Simpson. Do you believe in conservation policies in the pro- 
luction of oil ? 

Mr. Swensrup. Yes, indeed. 

Mr. Simpson. Do we have them in the United States? 

Mr. Swensrup. Yes; in practically all cases. 

Mr. Stimpson. Do they have them in Venezuela? 

Mr. Swenskup. Yes, sir. 

Mr. Simpson. Do they have them in the Middle East ? 

Mr. Swensrup. Yes, sir. As far as our company is concerned— 
and I believe the same thing is true of most other companies operating 
In foreign areas—no oil is produced by methods which would not 

: fully in line with the best conservation practices. 

” Mr. Simrson. Do you advocate the importation of oil entirely un- 
restricted ? 

Mr. Swensrup. Yes, sir. I believe that there is no need for restric- 
tions upon the importation of oil. I believe the self-restraint of the 
importing companies will keep such total imports in reasonable 
bounds. 

Mr. Simpson. And then you also suggest a share-the-growth for- 
mula. What do you mean by that, sir? 

Mr. Swensrup. I mean that as we go on in this country, if you 
will recall the chart that I showed, the growth of oil requirements in 
this country is a very steep inc line, and I do not believe that we can 
keep up with that growth with our domestic production. 

Mr. Simpson. Is that not contr ary to an unrestricted importation ? 
You said a bit ago that you believed in unrestricted importation of 
oil. : 

Mr. Swensrup. Well, I say I don’t believe that any restrictions are 
necessary. 

Mr. Simpson. But you suggest a share-the-growth formula. 

Mr. Swensrup. Why, yes. 

Mr. Srmpson. That is to restrict, is it not ? 

Mr. Swensrup. Well, you mean restrict to a share of the growth ? 

Mr. Sruapson. Yes. 

Mr. Swensrvup. I think the importing companies will themselves re- 
strict the importation of oil into this country. 

Mr. Simpson. Is there any evidence of that ? 

Mr. Swensrup. Yes, there certainly is. We are importing now 
about 1 million out of 8 million total consumption in this country. 

Mr. Stmpson. Is that the formula that you mean to follow among 
the big companies, one-eighth ? 

Mr. Swensroup. I don’t think there are any formulas about it par- 
ticularly. I think the fact that the eens companies are mostly 
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also domestic producers and have most of their stake in this country— 
they have no interest in bringing so much oil into this country as to 
flood it with oil and ruin the whole price structure and all that. It 
would be a foolish thing for them to do. I don’t see any reason to 
assume that they would. 

Mr. Srmrpson. In the last 6 or 7 years, there is evidence that it has 
been coming in in vastly increasing quantities, to the detriment of 
gas producers here in this country, so they allege. 

Mr. Swensrvp. Well, I don’t believe it has been to the detriment. 
The defense agencies of this country, as I indicated in my paper, be- 
lieve that we ought to maintain in this country an ability to produce 
about a million barrels in excess of what we are producing at any given 
time. Now, if we are to have that, then we have got to maintain that 
margin of additional productive « ‘apacity. We do not have any more 
than that today. Many people don’t think we have that much. 

Mr. Simpson. That is right. And they also recommend that we 
should be drilling this year 45,000 new holes, is it? Fifty-five thou- 
sand, I believe. 

Mr. Swensrvup. Well, there have been various suggestions on the 
number of wells that ought to be drilled. I think I would rather dwell 
on the facts rather than speculation as to the future. 

Mr. Stimpson. You are speculating on that 1 million over and above 
demand that we should have available? 

Mr. Swensrup. I am not speculating on it. I say that is what the 
deft nse agencies of this country say. 

Mr. Simpson. That isright. And they are the same people that said 
we should be drilling 55,000 a year. 

Mr. Swensrup. Yes. 

Mr. Stupvson. Now, we are doing that, and the industry tells me, the 
ones who have come here, that they were not doing it because they don’t 
have sufficient earnings, because they cannot look ahead with sufficient 
stability to the demand here in the face of possible foreign competition 
unrestricted, so that we are, I believe, hurting ourselves domestically 
by not drilling enough wells. 

Mr. Swensrvup. I don’t believe that that is the fact, sir. I don’t be- 
lieve that the drilling in locations when there is a good prospect for 
getting an oil well is now - ing held back by any excess of imports. 

Our company certainly is a large importer and producer of oil in 
thiscountry. We spent more money last year than ever before looking 
for oil in this country and drilling wells. We are still going to spend 
more in this year, far more than all the rest of the world combined. 
We have the greatest possible incentive to find oil in this country, be- 
cause this is the prime place to have it, if we can find it. But it is 
becoming more difficult to find it, too. 

Mr. Smrrson. You are, I am glad to say, a very large, fine corpora- 
tion. But the ones who were in here were not the large r corpor: ations. 
They were the small ones. And if I am correct in this figure, they 
say they do the drilling of away over half of the holes that are drilled 
in this country. 

Mr. Swensrvup. Well, they certainly drill a good share. There is 
no doubt of that. 

Mr. Simpson. And they are the ones who are falling off. Now, the 
big companies, the wealthy companies, will go ahead and do the ex- 
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ploring, but the others will not. And they say, and they may be 
wrong, but their story is, that there are two reasons they cannot, that 
first, the *y are afraid of the future sales if imports are able to come 
n entirely unrestricted. That makes sense with me. 

Mr. Swensrup. I believe it is true that there were just as many 
wells drilled in the first quarter this year as in the first quarter last 
year, I do not know where they get these statistics about the wells 
falling off. I have not seen the evidence of it myself. If someone 
can produc e something showing that drilling is falling off, all right; 

Inst year the drilling did not fall off. Rather, it increased over 
the previous year, and I believe there have been more wildcat wells 
drilled in the first quarter of this year than in the first quarter of 
last year. 

Mr. Simpson. That may be the point. But that is not my point. 
My point is that of the 55,000, which the defense group told us were 
necessary in order to maintain the reserves, we are not drilling at 
that rate. 

Mr. Swensrup. | doubt that it is possible to accelerate the drilling 
to that extent. 

Mr. Simpson. Which brings me to this question: Do you believe : 
the reserves in the ground down in Venezuela or in the Middle E 
are as important as they are here at home ¢ 

Mr. Swensrup. No, sir; I do not. 

Mr. Suvrson. Why not? 

Mr. Swensrup. Because they are more remote. 

Mr. Stmpson. Well, you do recognize, then, a hazard, if we may 
not be able to get the oil here? 

Mr. Swensrup. Yes, sir. That is why I think while we have a 
chance to utilize some of the oil from abroad, we should perhaps main- 
tain a reserve of productive capacity in this country, rather than use 
up the last ounce of our productive capacity in this country, and then 
10 years or 20 years from now, find ourselves in a position where, 
having done that, we are in the position of having to import perhaps 
half our oil, and then we really would be in a pickle. 

Mr. Stwpson. Then will you agree with me that to the extent that 
the importation of oil does as a matter of fact curtail the search for 
and the making available of the necessary production here for emer- 
gency, we should restrict imports / 

Mr. Swensrup. I think you have got to realize this, that there is 
on — so much oil in the ground in this country. Now, we can use 

up at different rates if we want to. We could perhaps accelerate 
our activity to where we would not import any oil, and use up our 
oil just that much quicker in this country. And then we would be 
in a worse position at the end of that time. 

Now, several oil States have already begun a decline. Oklahoma 
is producing less oil today than many years ago. Pennsylvania cer- 
tainly was the leading oil State for many years in the past. It is 
waning and waning. 

Ohio is the same. Michigan isthe same. Kentucky is the same. 

There are many oil States that have gone up and started down the 
hill. Some day the whole United States will do that. 

Now, it becomes a question of how fast we want to push this trend, 
and how much we want to blend in some imports into this picture. 
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I don’t doubt that at $10 a barrel we could accelerate development 
even more. I don’t believe that we have had too little development in 
the past several years. Certainly, every year the number of wells 
drilled in search for oil has gone up, and the amount of money spent, 
and the number of seismic parties looking for oil. All of those sta- 
tistics indicate that we have had a constantly increasing activity in 
the search for oi] in this country. There is no evidence of any slow- 
down up to now whatsoever. And most of the companies that I know 
of indicated in their annual reports that they intended to spend even 
more this year, as our company does. 

So I just cannot believe that imports are holding back reasonable 
efforts to find oil in this country. 

Mr. Simpson. Now switching over to residual oil: Do you import 
residual oil ? 

Mr. Swensrup. Yes, but relatively little. Our imports are mostly 
of crude oil. 

Mr. Simvson. What justification do you have for having that im- 
ported at an unrestricted level, in view of what I know you must ad- 
mit, the loss of employment here in the coal-mining areas? 

Mr. Swensrup. Well, I believe that situation in the coal industry 
has not been primarily due to the importation of residual fuel oil. If 
you will examine the statistics, coal is used for a good many purposes. 
The largest source of decrease of coal has been the dieselization of the 
railroads. Now, that was not mentioned by the people who testified 
here this morning, that I heard, from the railroad industry, but their 
reduction of consumption of coal has been the biggest source of loss 
to the coal industr y. 

Mr. Simpson. T! ney do not use residual oil, do they, in the diesels? 

Mr. Swensrup. No, they have = from coal burning locomotives 
to diesel locomotives, and that has been the greatest source of reduc- 
tion in the market for coal that I know of. 

Mr. Simrson. Well, they told us it is very minor compared to the 
effect of the importation of-residual fuel oil. 

Mr. Swensrup. No, I don’t believe so. According to some figures 
I have here, in 1946 there were 113 million tons of coal used on rail- 
roads, and in 1952 that had dropped to 40 million tons, a reduction of 
72 million tons. That was while there was no similar increase in the 
amount of oil used by railroads, of course. So if the desire is to see 
the coal industry protected, consideration should be given to that 

Ont 

I don’t believe they should continue the use of coal. I believe com- 
petition in all these things is healthy. If the railroads felt it was de- 
sirable to go to diesel engines, as I am sure it was, then it seems to me 
they have every right to do so. Just as the coal industry today is 
talking about shipping coal by pipeline. I don’t believe that it is 
sound to try to protect one industry against the consequences of 
progre 5. 

Mr. Srmpson. Ez ven though it means, by reason of importation, the 
shutting down of the mining industry, or a substantial part of it? 

Mr. Swensrvup. Well, if you want to protect the coal industry from 
all adverse effects—— 

Mr. Srmpson. Do you not believe in tariff protection at all? 

Mr. Swensrvup. Yes; I believe in some tariff protection. 

Mr. Simpson. Do you believe in some on oil? 
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Mr. Swensrup. I think the oil-tariff protection came in at a sort 
of 1 an unusual time. I think you could make a pretty good argument 
that in the case of oil it was not a very necessary thing. 

Mr. Simpson. The tariff was cut on the importation of residual oil 
a couple of years ago. 

Mr. Swensrup. Yes. It was cut slightly. That is right. 

Mr. Simpson. It was cut in the face of the Tariff Commission’s 
recommendation that it should not be cut. 

Mr. Swensrup. Well, it was cut in connection with the Reciprocal 
Trade Agreements Act, I believe. 

Mr. Simpson. The Tariff Commission made a finding at a point 
which they said marked the danger point to competitive American 
industry. Is that not right? 

Mr. Swensrup. I don’t recall exactly about that. 

Mr. Srupson. That is substantially right, and then the President 
said they would disregard the finding of the Tariff Commission. 
Well, it cannot very well be argued that the public got the benefit of 
that reduction because the price of this oil is just the same now as it 
was then. 

Mr. Swensrup. When was that? 

Mr. Sumpson. 1952 

Mr. Swensrup. When was the act? 

Mr. Stmpson. Well, it was in 1951-52. 

Mr. Swensrup. Well, the price today is $2.05 in New York for No. 6 
fuel oil in tank cars. If you will give me the date, I will tell you 
what the price was then. 

Mr. Suupson. October 1, 1952 

Mr. Swensrup. No: I mean when the reduction occurred. 

Mr. Stupson. Yes. That is right. 

Mr. Swensrup. Well, it was $2.10 then. So it had gone down 
5 cents, and I think the reduction was about 5 cents. 

Mr. Stmrson. I had the price given as $2.10 today. It has varied 
back and forth. 

Mr. Swensrup. Maybe it has changed. 

Mr. Simpson. Of course, the hauling rates have gone down. 

Mr. Swensrup. Yes; they have. No doubt about that. 

Mr. Simpson. And whoever hauls them, whoever ships it, gets the 
benefit of that. 

Mr. Swensrup. Yes; the consumer gets the benefit of it, too, of 
course, 

Mr. Sriapson. Would you not say it is the fact that this is a dumped 
product ? 

Mr. Swensrup. I wouldn’t say it is dumped. There are many in- 
stances in which this is superior to other forms of fuel; for example, 
ships. I don’t believe it was necessarily a lower price that caused 
the ships of the world to go from coal to oil. It was the fact that they 
could carry oil with a great deal less trouble and it is a much better 
fuel for ships. 

Now, you can go down the list of the users of oil versus coal, and 
I don’t believe you will find many cases where it was the lower price 
of oil that brought about the changeover. For example, we made 
a survey of our customers that were using heavy fuel oi] and we found 
that only about 3 percent of them would be influenced to change from 
oil back to coal by any price advantage. 
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Mr. Simpson. You are talking about residual oi] now 4 

Mr. SweNSRUD. Yes; I am talking about residual oi! now. 

Now, I don’t know whether you heat your home with oil, but I don’t, 
although I used to, because om lik e to shove | coal, and ] don’t like 
the ashes and dirt that v0 with it. In the whole ce ity of Pittsburgh, 
sithomahs fabio coetainit th © seal ite, don told chek thas ak Gal 
one applicat tion made for the installation of a coal furnace. 

Now, coal, oil, and gas are all available at approximately the same 
COSt to the consumer. We are losing money on fas, too, but we are not 
trying to get a tariff put on gas 

“Mr. Simpson. Are you willing, then, to let the railroads and the 
coal producers suffer ¢ Do you not feel that they should be kept strong 

nd ready in an emergency to be ready to fill the place that oil cannot 
fill if we no longer can import when war starts ¢ 

Mr. SwWENSRUD. Fe wh rae ig bageivesb asomerrn 

Mr. Simpson. Well, back in 1942, we were importing oil. We got 
into war. and we ae not import. I do not have the percentage, but 
we cut our Imports way down. Now, that could happen again, you 
mea bit ago. Now, shoul ld there not be someone to supply ths at 


Mr. Swensrup. I would like to clarify that a little bit, because that 
is often brought out as an argument, one that is not quite sound. 

The fact is that dur @ the war oi] was needed to fight the war. The 
war did not octur in the United States. The place we needed the oil 
was in Europe, in Pale on I mean in the Pacific, and all over the world, 

ot primarily in the United States. The war certainly Was not fought 
nere, although we used a lot of oil for defense mechanisms and for 
iramimg purposes. 

ut you take in Venezuela. The production of oil in Venezuela 
doubled during the war, and practically every bit of it went into the 
Armed Forces operating abroad. Now, it was not because we could 
ot have used it here, or because it could not have been brought here. 
It could have been bro. ott here, and we could have used it. But it 
W's need d more fe rthe Arme l Forces elsewhe re. 
‘ir. Simpson. Allright. And we made up for it. 

Mr. Swensrup. We did not make up for it entirely, though. We 
rationed our requirement and cut down our consumption. We didn’t 
increase O il production in this country substantially during the war; 

little | bi it not much. 

Mir. Spare on. The coal people made up for it. 
the coal people. But it was mostly made up 
for by a restriction of use for nonessential purposes. 

You will recall that we all had A ecards and B cards. We did not 
drive our automobiles to the extent that we had. We kept the tem- 
perature in our homes down to 60. And we greatly reduced the use of 
oil during that time. 

Mr. Simpson. You do not see any future for the coal business, then: 


/ 


Mr. SWENSRI D. } es: 


ao ou 
Mr. Swensrup. Yes, sir; I certainly do. I think it has a fine future. 
think that the growth of a country such as this depends largely on 
ie use of energy. I don’t have a chart here of the increase in total 
energy used in the United States, but it isa very rapidly rei trend, 
as it is all over the world. 


I 


] 
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Now, | believe that every source of fuel that can create energy has 
bright future. For certain uses at the present time certainly coal is 
viving away to other fuels which have a greater convenience ; People 
pe it better and are willing to pay a little more money , for the use 
of i 

But in the long run, coal is a great fuel, and I don’t think there is 
any question but that it will have a great future. 

Mr. Stmpson. Is one of your m: ujor « ybjections to this provision of 
the bill what I will call briefly the international pic ture i and your fear 
of what might be the reactions abroad to its passage 

Is that one of your major objections ¢ 

Mr. Swensrvp. Certainly that is a very important point. I think 
you have to realize how important oil is in the world tod: ay. Because 
E urope, for example, depends on oil from the Middle East. We de- 
pend on oil from our own country plus some imports. Now, wars 
depend on having oi! all over the place. 

Mr. Srurpson. You think we should be prepared to make substan- 
tial sacrifices he ‘re economically in order to maintain tho e relations 
abroad ? 

Mr. Swensrup. Well, I don’t know who the sacrifice would be made 
by. 

Mr. Stmrson. The coal miner, for example; the railroad worker, for 
example. 

Mr. SWENSRUD. Well, let’s talk about the consumer. There are 
more consumers than there are coal miners or railroad workers, either 
one, 

Mr. Srupson. The consumer, then. 

Mr. Swensrvp. I believe they should be given some consideration. 

Mr. Stmpson. I say do you think they should make sacrifices in 
order to help maintain this relation ? 

Mr. Swensrup. Well, I think there is always this question of bal- 
ance in these things. I don’t believe it would be sound, for example, to 
force the railroads to use coal instead of diesel oil to run their locomo 
tives with. Yet you could preserve employment perhaps in the coal 
industry by passing a law forbidding the railway industry to use 
diesel engines. I don’t be lieve that would be sound, 

Mr. Sumrson. I don’t either. 

Mr. Swensrup. So I don’t think the answer is quite as simple as 
whether we should prohibit foreign trade in oil in order to preserve 
employment in a particular industry. I think it is a broad question. 
We are giving aid all over the world, or in many parts of it, at any 
rate. 

Now, I believe that to the extent that we can onerepiair trade for 
aid, that is a sound trend, and certainly any oil we buy in this country 
does put dollars into foreign trade. I wouldn’t say we ought to do it 
just for that reason. 

Mr. Simpson. Do you bring gasoline in from Venezuela? 

Mr. Swensrup. No, we do not bring gasoline in. 

Mr. Stmpson. Where does that go? “Somewhere else in the world? 
They ship gasoline in here? 

Mr. Swensrup. Well, there isn’t much gasoline shipped from Vene- 
zuela into the United States, because the duty on that is prohibitive. 

Mr. Surpson. Do you think we ought to repeal that ? 
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Mr. Swensrup. Well, I think that the gasoline has a market else 
where at the present time. I haven’t even given a lot of thought to 
that. 

Mr. Srarson. Wait just one moment, please. Then what they ship 
in here is what they do not have a market for some place else. That i 
this residual oil. Is that right ? 

Mr. Swensrup. Well, this country is a great industrial country 
and its own oil tends to be of higher gravity, containing larger quan 
tities of the lighter parts of oil. In other words, the oil in this cow 
try averages higher gravity, and you can make a lot higher yields of 
the light products. Therefore, it makes a natural complement, I 
think, for us to import a certain amount of our residual requirement 
from other places, where there is more heavy oil, as compared to th¢ 
United States. 

Mr. Siweson. Well, and in doing that, we take what they cannot sell 
somewhere else. 

Mr. Swensrup. I wouldn't say they couldn’t sell it, but it certain]; 
is a natural complement there. I think we are a natural market i 
this country for a fair quantity of that oil for our uses here of that 
material. 

The Cuarmman. Pardon me just a minute. 

Mr. Swensrud, could you come back here at 1 o’clock? 

Mr. Swensrup. Yes, sir. 

The Cuarrmman. All right. The committee stands adjourned until 
] o'clock. 

(Whereupon, at 12: 30 p. m., the hearing was recessed until 1 p. m.) 


AFTER RECESS 


The Cuamman. The committee will resume, and Mr. Utt will 
inquire. | 


STATEMENT OF SIDNEY A. SWENSRUD, CHAIRMAN OF THE BOARD, 
GULF OIL CORP.—Resumed 


Mr. Urr. Mr. Swensrud, I had just 1 or 2 questions I wanted to 
ask you. 

You made reference in your talk or in your discussion later that you 
felt that any imposition of tariff restrictions would interfere with 
international relations, such as our relationship with Venezeula; is 
that correct ? 

Mr. Swensrvup. I believe it would have an adverse effect; yes, sir. 

Mr. Urr. Are you, as an average American citizen, concerned over 
the fact that Venezuela has tariff protection and other types of pro- 
tection for items such as canned milk, cigarettes, textile products, 
and in fact, practically every product which they produce themselves 
is protected by tariff and other restrictions? Does that upset you as 
an American citizen ? 

Mr. Swensrup. Generally speaking, I believe in as much freedom 
of trade as we can have, with due regard to our national interest. 
My recollection is that all these matters were gone into when the 
Reciprocal Trade Agreement with Venezuela was negotiated, and that 
we got them to make certain concessions to let in some of the products 
that we wanted to sell there, and likewise they did here. 





ene. 
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Whether we made as good a trade as we should have, I cannot say, 
because I am not familiar with all the details. But I believe that 
the general idea of working it out along those lines issound. Whether 
here are items that we would like to sell in Venezuela that are kept 
ut as a result of their tariffs, I do not know. But certainly they 

) buy an awful lot of materials from the United States. 

Mr: Urr. That is correct. They do buy about half a billion dollars 
vorth a year, but most of those items are items which they do not 

roduce in Venezuela, and are not in competition with their local 

lustry. Practically, when any merchandise is in competition with 
- local industry, they do have a restriction and a protective tariff 
igainst it. 

My question is: Are you, as an American citizen, disturbed over 
heir tariffs against certain imports ? 

Mr. Swensrvup. I would think it is a matter of degree. If they 
went too far in that direction, I would be, yes. 

Mr. Urr. But you are not ready to declare war, or anything, on 
Venezuela because they do have a slight tariff on some American 
goods ¢ 

Mr. Swe NSRUD. We would be in an awful lot of wars if we did 

at. I simp), y think in the case of Venezuela they have a growing 

dustry. They are trying to foster industrial development there. 
They probably have the same problems that our country had at the 
time when it was developing its industrial strength. I think there 

re ao in a nation’s development when perhaps it has more rea- 
on for tar _ than at other stages. 

Mr. Urr. Do you think it is any more important to protect our 
infant deutvies than it is to maintain the established industries 
which we have which are being terribly upset and disturbed, accord 
ing to the testimony we have, by the importation of this residual 
fuel oi] ? 

Mr. Swensrvp. I am sure you know better than I how complicated 
the tariff questions are, and you can look at them philosophically or 
in terms of a particular industry, and in all sorts of ways. I do not 
believe there is any too simple an answer to the question. 

I believe we have a reason to protect infant industries. I certainly 
do not think either the railroads or the coal industry could be said 
to be infant industries. 

On the other hand, we certainly have a right, too, to protect indus- 
tries that are essential to our national defense. To me, it is a matter 
of degree. I do not believe in high tariffs as a matter of principle, 
although I recognize that some tariff protection in individual cases 
is und oe diy warranted. 

Mr. Urr. You know, of course, that our average tariff, including 
all free eerie and taxable tariff goods, is considerably under 10 per- 
cent? You would not call that a high tariff barrier, would you? 

Mr. Swensrup. You mean our tariff situation? I have the feeling 
that at the present time our tariff situation is not what you might 
calla mee t iriff situation. 

Mr. Urr. The whole thing I was trying to drive at is that if we 
are not seater disturbed about the tariffs that Venezuela has, why 
should we think that Venezuela, in as firm financial condition as they 
are in, would be so unfriendly and upset if we did have some protec- 
tion against the importation of residual fuel oil ? 
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Mr. Swensrup. I think it is purely a practical problem. I think 
ve all recognize the iaaeiin ince and desirability of having good rela- 
tions with a country like Venezuela. It is a fact—I do not think 
there is any question about it—that the Venezuelans are very much 
interested in this question. They are certainly very much interested 
in the amount of the tariff, and I am sure they would be interested in 
anything that would tend to restrict imports into this country of 
Venezuelan oil. 

That is only a natural thing, I think, considering how important oil 
is as her principal export. It isa good deal like sugar in Cuba. 1 
1m sure it is the same type of problem. The export of oil from Vene 
zuela is undoubtedly by far the major source of their external revenue. 
Anything that threatens that is bound to cause a great deal of concern 

and apprehension in Venezuela. 

Mr. Urr. I do not think anyone on this committee is making any 
attempt to raise barriers that would keep out great percentages of the 
imports. It is more or less, as you say, a matter of degree, and prob- 
ably if our criteria are the same, we would arrive at the same con 
clusion, both of us. 

Mr. Swensrup. Yes. 

Mr. Urr. Secondly, you made reference to the fact that you were 
being inj ia by the use of natural gas. Would you say that we are 
importing any natural gas into the United States at the present time? 

Mr. Swensrup. No. 

Mr. Urr. Then why are you talking about tariffs on natural gas? 

Mr. Swensrvup. I didn’t. I merely said that I did not think it was 
desirable to try to protect an industry from the consequences of 
competition. 

Mr. Urr. Your own words were that “we are not asking for a tariff 
on natural gas.” 

Mr. Swensrvup. I used the word then in quotation marks. 

Mr. Urr. That is what I thought. I realize that industry has to 
meet its own domestic competition, and there is no attempt to raise 
barriers as between States, because I know my State of California 
imports about 80 percent of its natural gas from the San Juan Basin. 

Mr. Swensrvup. Right. Iam sorry I did not make that clear at the 
time. 

Mr. Urr. One other item. We have had testimony to the effect that 
for every one barrel of oil that has been removed domestically, there 
has been discovered a barrel and six-tenths additional oil. Would you 
say that that is a correct statement, or not? 

Mr. Swensrvup. For every barrel of oil that has been removed—— 

Mr. Urr. Each year. 

Mr. Swensrup. Oh. We discovered a barrel and six-tenths ? 

Mr. Urr. Yes. 

Mr. Swensrup. That certainly would not apply every year; maybe 
as a generalization, I do not know. I would doubt that. I have the 
figures on it here. 

We have increased our reserves over and above our production by 
varying amounts from year to year. It would be pretty hard to draw 

generalization unless you took a particular period and worked the 
figures out. It is true that we have discovered oil more rapidly than 
we have used it in this country. There is no doubt of that. We have 
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to discover it more rapidly than we use it or our production could not 
be further increased. 

Mr. Urr. That is correct. The thing that I was driving at is that 
f we continue on that same graph of discovering more oil for every 
barrel we remove, the end is not in sight. 

Mr. Swensrup. No. I do not know if it is in sight. We certainly 
have not reached it. Some day I think we will reach the point where 
ve find it extremely difficult to further increase our reserves, consider- 
ing the high level of production. In other words, if we are producing 
10 million barrels a day in this country, I think we will run into it at 
some point. I do not know whether it will be 1960, 1970, or 1980, but 
omewhere along the line—and I rather think we will within this cen- 
tury—we will reach the point where it will be very difficult to further 
ncrease the level of domestic product ion of oil. 


M | rr. On page | of you prepared statement, vous cl that t] re 
ere approximately 45 billion barrels of oil in the known reserves in 


e United States. 

Mr. Swensrup. No; not 45. There are now about 33. I said we 
uuld have to have about 45 by 1960 to sustain a production capacity 
rain lion barrels a day. 

Mr. Urr. So the present known reserve is approximately 35 billion ¢ 


j 


Mr. Swensrup. Between 32 and 33 billion. 
7 } 


Mr. Urr. Could you estimate the amount of that which is in the 
ntinental United States as opposed to the amount in the tidelands? 
Mr. SWENSRUD. Phat i practically ill onshore, because the w Ly 
ese figures are estimated, they do not speculate about possibilit e 
These are what were considered to oe proved reserves. 

Mr. Urr. Are there not proved reserves in the California coast that 
ire known and proved reserves, amounting to several billions of 
arrels ¢ 

Mr. Swensrup. You mean offsore? 


Mr. Urr. Yes. 

Mr. Swensrup. Of course, there is some offshore there actually un- 
der production, but there would be no barrels included in these figures 
I quoted except where there were actually wells producing oil and 
tapping known reserves. 

Mr. Urr. You would say, then, this 3 billion barrels does not include 
any of the known reserves along the Pacific coast, then / 

Mr. Swensrup. Not much, I would say. There is some there at 
Long Beach, and up at Santa Barbara, and a few places along the 
coast there are wells going out into the ocean a way. 

Mr. Urr. Huntington Beach and Newport Beach, both. 

Mr. SweNsrup. Yes. 

Mr. Urr. In fact, we are producing around 41.000 barrels ; day off 
the coast of California. 

Mr. SwWENSRUD. The reserves that are backing up that production 
would be in these figures. 

Mr. Urr. They would be in here / 

Mr. Swrensrup. Yes. 

Mr. Uvrr. The thing that I am getting at, then, is that you do not 
believe what we have heard from the experts in the Senate, Senator 
Morse, Senator Douglas, and Senator Kefauver, to the effect that there 
are over 200 billion barrels of known reserves in the tidelands that 
the United States is giving away to the States? 
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Mr. Swensrup. No, sir; that could not be a true statement. There 
certainly are ho known reserves. Known reserves are reserves you 
know are there. They do not know it at all. 

Mr. Urr. You would say that they were speculating? 

Mr. Swensroup. It is definitely speculative and definitely optimistic, 
in my view. 

Mr. Urr. That is all, thank you. 

The CuarrMan,. Mr. Goodwin will inquire. 

Mr. Goopwin. I am sorry I did not have the privilege of hearing 
your entire statement, but T gather from your response to question 
from the gentleman from California, Mr. Utt, that you think Vene 
zuela iS one of our very best friends? 

Mr. Swensrup. Yes; I should say that Venezuela is a very good 
friend of ours. I was comme nting on tlieir being a good customer 
That is the connection in which it came up. We were talking about 
the importance of free trade in the world or of trade, let us say, not 
necessarily free trade but increasing trade, and the fact that while we 
are a large importer of oil from Venezuela, Venezuela is likewise 
very good customer of voods made in the United states, 

I think it illustrates this p! inciple o1 trade. 

Mr. Goopwin. Do you know of any country that you think we oug 
to be more careful about maintaining friendly relations with tha 
Venezuela / 

Mr. Swensrvp. I tried to emphasize this point: That I be a that 
we have a great interest in Ame! rican companies having oil reserve 
in various parts of the world, because at any time when ‘ies world 
ecurity is involved or the security of the free world, we need a lot of 
oil. W will need a lot of oil in this country to fulfill our future r 
quirements, and certainly in a war we would need oil in many parts 
of the world, and likewise we ought to try to keep it from falling into 
the hands of our enemies. Therefore, good relations with those coun 
the} of the cent that have very large oil resources, such as those in 

Middle East, and Venezuela, to my mind is a very important thing. 
We shoul | maintain good relations with those countries. 

Mr. Goopwin. That is all, Mr. Chairman. Thank you. 

The CHatmrmMan. We thank you, sir, for the sts itement you have 
made here to the committee and the information that you have given 
us. 

The next witness is Mr. Eugene Holman, president, Standard Oil 
Co. of New Jersey. 

Mr. Holman, we are glad to see you here, and if you will just give 
your name and the capacity in which you appear for the record here, 
we will be very glad to hear you. 


STATEMENT OF EUGENE HOLMAN, PRESIDENT OF THE STANDARD 
OIL CO. OF NEW JERSEY 


Mr. Hotman. Thank you very much, Mr. Chairman. 

Chairman Reed, I have about a 20-minute statement, and I have 4 
or 5 charts I would like to show you afterward, if that is agreeable 
with you, sir. 

The CuarrmMan. How many minutes? 

Mr. Hor MAN. About 20 minutes for the statement, and about 4 or 5 
arts which I think will take 5 or 10 minutes. 
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CuarrMan,. All right, go ahead. 
Mr. Horman. My name is Eugene Holman. Iam a director and the 
ident of Standard Oil Co. (New Je rsey). 
Jersey to use the company ’s customary nicknan 1e has been en 
d in the oil busine SS for abo ut SU ye ars. W hile} in} ith: lly organized 
an, almost from ‘ts 
inding, to extend American commerce overseas through the ex 
: petroleuin p rroducts. ‘Then, early in the 1900's, the company 
to obtain P roduc ng ¢ ind re fining interests abroad to supply 
oreign marke ‘ts and to supplement United States supplies. 
Today, in the United States, Jersey affiliated companies produce 
11 in 18 States, have refineries in 7 States, and market petroleum 


cage in domestic oil ope rations, Jersey be 


ie 


ol 
] 
ead 


ducts in 27 States and the District of Columbia. Abroad, Jerse: 
tes produce crude oil in 14 countries, refine in 20, and market 
«). 
the United States, and even more markedly abroad, the 1: rege 
» oll proaucing cent are far removed from the large oil con 
neg centers. As a result, the task of having the right types al d 
ntities of petroleum products in the right p laces at the right times 
sents prob lems in logistics which require the utmost flexibility of 
ply and transport. 
“give this brief review because H. R. 4294—the bill now befo 
would, if enacted, profoundly affect our country’ domestic 
omy and foreign trade, and I judge you are interested in knowing 
viev 3 oT Jersey as a company W ith considerable experience in 
domestic and foreigon trade. ] appreciate the opport unitv to 
ir before your committee and to give you these view They 
e been fo ‘mulat ted, I incerely believe, after care ful suds of the 
ertinent data and In n the lieht O1 wh it we believe w ill serve the best In- 


ests 0 fo r Nation as a whole. 

H. R. 4294 would extend the Re ‘iprocal Trade Agreements Act for 

vear, but with amendments in the nature of restrictions that are 
1ot contained in the present legislation. In addition, the bill would 

mit imports of crude oil and heavy fuel oil through imposition of 
quotas, and would provide for higher duties on lead and zine. 

First, I should like to explain briefly why we oppose the broad 
restrictions which the bill would place on the present Trade Agree- 
ments Act. Then I should like to discuss in somewhat greater detail 
the provisions of the bill respecting oil. 

Jersey favors extension of the Trade Agreements Act. While I 
recognize that there may be some disagreement as to its effects, our 
experience is that the act has worked well. Certainly, with our coun- 
try enjoying its greatest prosperity, it is hard to see how the act and 
the agreements made under it can be regarded as having injured our 
domestic economy. On the contrary, they have he Iped expand world 
markets for American goods and commodities. They have helped 
other nations to expand the markets for their goods and commodities. 
And they have contributed importantly to strengthening the free 
world’s economy, and that is a major element of defense against com- 
munism. 

This is not to say that the act has solved all problems. But progress 
is being made in the right direction, and the Trade Agreements Act 
alone has, in our opinion, created conditions conductive to solutions. 
Other nations, of course, must reciprocate by eliminating some of their 
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high tariffs, quota systems and other discriminations before interna- 
tional trade can make the great contribution to peace and generai 
welfare of which it is capable. 

While I favor continuation of the act, I cannot emphasize too 
strongly that Jersey does not favor the restrictions proposed by H. R. 
4994, 

The consequence of these restrictions would be to make the Trade 
Agreements Act do quite the opposite of what it is intended to do. 
If the Congress were to legislate restrictive quotas on one group of im 
ports, increased duties on another, and the modifications that are 
proposed in our tat iff proce dures, the Congress and the Tariff Com 
h requests to undo the tariff 


te lon could expect to be deluged wit 
j 4 4 1 4 a“ 1 . . 
reaductions that have been made, and to establish furthe quotas and 


other restrictions. I respectfully urge that your committee consider 
no eriou the nyury to oul N ition and Lo others which could 
result 


Both our own prosperity and our security depend in important 
measure on healthy international trade and on our allies having econ 
omies which are able to make contributions to mutual defense. Since 
the war. other countries have not been able to earn enough dollars to 
buy the products they want and need from American farms, mines, 
and factories. The 

to earn in dollars and what they have had to spend in dollars 
has been made 1 p through foreign aid—to a total of almost $35 bil- 
lion. This vast sum has come from the pockets ot American taxpayers. 

However justified our foreign-aid programs have been as emer 
gency measures, the “are hardly to be recommended as a permanent 

term, by far the best 
way for people of other nations to oet dollars is through investments 


difference between what these nations have been 


way of international economic life. In the long 


and expenditures in th countries by American business firms; 
through tourist expenditures abroad, insurance payments, and other 
SO~( alled ny isible ( xports 5 ind by selling Ih the United States goods 
they have manufactured or raw materials which they have and which 


our country can use. Certainly, it is far more satisfactory to expand 
the ex hange ol goods and to provide opportunities for other coun- 
tries to earn their way through sales of their goods and services in pay- 
ment for those they require from us, than it is to continue large for 
elgn-aid programs. 

H. R. 4294, instead of moving toward a policy consistent with our 
country’s leading POSITION as a producer, exporter, and investor, would 
move us in the opposite direction. 

It would alter the so-called peril-point and escape-clause concepts 
in the ‘Trade Agreements Act so that the mere existence of imports 
would almost become evidence of injury to a domestic producer, re- 
gardless of what other factors might be involved, and even if the 
industry suffered no absolute decline but simply did not keep its rela- 
tive place in the market. 

The bill would give final power to the Tariff Commission to nullify 
trade agreements with other nations, thus possibly creating interna- 
tional problems of extreme difficulty and complexity. 

In the name of preventing injury to any domestic group, the bill 
would give such a group the right to inflict injury on workers and 
companies in our export industries and on the national economy as a 
whole. 
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A general policy of discouraging imports would add to the taxpay- 

ers’ burden by increasing the requirements for foreign aid. It would 
force higher prices on consumers. It would impair American leader- 
hip in building economic and military strength for the free world. 
it would invite retaliatory legislation by friendly foreign nations. 
\]] this could well lead to the type of economic and political nation- 
ilism which existed in the 1930’s and which practically halted world 
trade. Surely we do not wish such conditions to recur. 

I should like now to comment particularly on the provisions of 
H. R. 4294 to impose quota restrictions on oil imports into the United 
states. Jersey believes that quotas on oil are not only unwarranted 
but, if enacted, would result in wide and serious damage. 

In this connection, I may say that our company recently completed 
an extensive study of oil imports and published the results just last 
month in a booklet titled “Facts About Oil Imports.” I refer to this 
study, because it goes into the subject in much greater detail than time 
will permit here, and I should like, therefore, with the committee’s 
permission, to attach the published booklet and make it a part of my 
remarks as filed in your records. 

( The booklet referred is as follows: ) 


Facts Anout Orn IMPortTS 


(Published by Standard Oil Co. of New Jersey, April 15, 1953) 


A number of proposals are currently being made to restrict shipments of crude 
oil and heavy fuel oil into the United States. This would be accomplished by 
legislation establishing quotas for oil imports. The quotas would be set at spe 
fied percentages of domestic consumption in the preceding year.’ 


Companies affiliated with Standard Oil Co. (New Jersey) have both ex 


ported and imported crude and heavy fuel oil for many years. In addition, they 
have for years been important domestic producers, refiners, and marketers of 
crude oil and products These companies are, therefore, directly concerned 
vith suggestions for Government control of imports 
izggestions of this kind seem to arise particularly when output in one or 
another of the Nation’s fuel industries shows some dip For example, there 
as pressure to restrict oi] imports in 1949, following some decline in bhoth 
ct and oil production. The pressure lost force when domestic coal and oil 
utput rose in the following years—at the same time, incidentally, that imports 


were also rising. 

Gil has been exported from and imported into the United States for decades 
lhis trade makes an important contribution to our Nation’s economy. Restricting 
oil imports would have such far-reaching conuseq : 
in the fuel industries but on fuel consumers, the whole American pub! ¢, our 


country’s position in a troubled world, and on friendly foreign nations, t 


uences, not just on companies 


proposals to this end warrant the most thorough study. Any action respecting 
such proposals should be taken only on the basis of complete information and 
to serve the best interests of the Nation as a whole 
lgreement exists on some broad prin ipl s regarding oil imports 
Although there is disagreement within the oil industry, and between oil import- 
ng companies and the coal industry, about the effects of oil imports, there is 
so a broad area of agreement 
In the first place, all these parties are agreed that the overriding consideration 


the strength of our Nation and of the free world. 


secondly, there is agreement as to the importance of international trade. No 
one, for example, has suggested prohibiting oil imports entirely Officials of 
companies, while opposing imports of heavy fuel oil, state a belief that our 
1 Crude il is unprocessed petroleum: it is a raw material from which many produc 
n be made Heavy fuel oil is one of those products The distinction between the 


t in mind 
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must import increasing quantities of crude oil in the years uhead 
c¢ oil producers have agreed that imports which supplement the domest 
are valuable 
lly. there a n Nation should not be flooded wit! 


ent oil imports on domestic fue 


ndustries 


here are aspects of oil imports, however, on which there is not agreement 


r example, the proposals now being made to restrict imports are based on: 


Claims that imports of heavy fuel oil are a major cause of recent decrease 
in coal production in tl iited States, thus supposedly weakening ar 
mdustry important to th vation’s economy, reducing employment of miners 
ind injurying railroad ich haul a good deal of coal as freight; and 

aims that imports of crude oil and heavy fuel oil have been the cause 


the United States, and that imports have si 


decreases in oil produc 


nificantly lessened incent ; to find more oil 

Standard Oil Co. (New Jersey) does not believe that facts support these claims 
Imports of heavy fuel oil into the United States have had relatively littl 
influence on coal output. Declines in coal production have been due to a larg: 


number of causes, many of the levelopments of technological progress. No 
have imports had any basic adverse effects on the United States oil industry 
The search for oil went forward energetically and successfully in 1952, and the 


industry achieved record-breaking production 
Quota restrictions on oil imports would harm the United States and its citizens 


»v believes that legislation forcing a reduction of oil imports would— 
re United States business, labor, and agriculture by diminishing the 
her countries to buy American goods and services, 


against our country’s efforts to reduce the need of other nations for 


Be contrary to the professed aim of the United States to build the free 
worlds economic strength through reducing trade barriers and working toward 
convertibility of currencies 

4. Be disturbing to friendly nations, and thereby impair our country’s prestige 
and leadership. 

5. Do harm particularly to oil-producing nations as, for example, Venezuela, a 
country which is important to the free world’s defense, a large customer for 
American goods, a supporter of private enterprise, and a country which has not 
requested nor reauired United States financial aid. 

6. Hamper fuel supplies to our military forces. 

7. Injure thousands of large dnd small businesses which now use heavy fuel 
oil for heat and power, curtailing their right to choose the fuel they prefer and 
forcing many of them to heavy expenses for altering equipment. 

&. Tend to raise the general level of fuel costs to fuel consumers and, therefore, 
the costs of many goods and services to the general consuming public. 

The serious nature of such consequences indicates the importance of carefully 
scrutinizing proposals to limit oil imports. The subject is not one of simple 
blacks and whites. It is extremely complex, involving the whole international 
policy of the United States and oil supply relationships around the world. 


Expanding international trade increases prosperity and security for the United 
States and the entire free world 

It is of tremendous benefit to the United States, a great manufacturing and 

agricultural Nation, to sell part of its abundant production to consumers in other 

lands. The American worker, stockholder, and farmer berefit when automobiles 

manufactured in Detroit, wheat grown in the Dakotas, cotton from our Southern 

States, lubricants made in New Jerse or coal mined in Pennsylvania, are sold 


abroad If foreign mark or our goods and commodities were to dwindle or 
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ippear, our production at home would have to be cut back, with adverse 
ts on employment and income 

Not only American prosperity but also our security depends importantly on 

ernational trade. In the present times it is more than ever desirable that we 

e strong friends and allies among the other nations. Trading with these 

tions—buying from them available goods we can usefully employ and selling 
goods which they need and which, in many cases, they can get only 

is of first importance in keeping them strong 


¢ 


jective of American postwar foreign policy is to help friendly 
» themselves economically. In part, this policy springs from humani- 
tives. In part, it is based on considerations of our own self-interest 
is growing that roadblocks in the paths of international trade are 
in the long run, to the interests of the American people and to the 


cign nations must have dollars to buy United States goods 


abroad—to keep the channels to world markets open for American 
ries and farms—it is important that we buy abroad. The people of other 
ns cannot buy our “dollar” goods unless they get dollars. 
e way other nations get dollars is through grants-in-aid from the United 
es Government. But grants-in-aid come from the pockets of American tax- 
vers. This simply means that American businessmen, workers, and farmers, 
taxpayers, are themselves paying for goods sold abroad. Grants-in-aid, 
vever justifiable as emergency measures, cannot be relied on to sustain 
lefinitely the economies of free-world nations 
Another source of dollars to foreign nations is loans from the United States 
ernment. But loans must be paid back some day, so their effect is simply 
defer the time when dollars must be obtained through normal channels. If 
ie recipient is unable to get dollars, and hence cannot repay, the loan becomes, 
etfect, a grant, 
In the long term, by far the best way for peop!e of other nations to get dollars 
zh investments and expenditures in their countries by American business 
ms, through so-called invisible exports such as money spent by American 
uurists, and by selling in the United States goods they have manufactured or 
materials which they have and we can use. This last—the sale to us of 


The importance of foreign markets is indicated by the following list, by value, of some 
f United States exports for the year 1952 


Exports Value in dollars 


Grains (including flour) se ee . 1, 482, 000, 000 
Cotton, raw and manufactured___-_ ’ . 1, 232, 000, 000 
Automobiles, parts, accessories, and service equipment (including 

trucks and busses) basi > 988, 000, 000 
Iron and steel-mill products (including advanced manufactures) ~~~ 963, 000, 000 
Petroleum and petroleum products_-_- ialinimete 800, 000, 000 
Coal _- ee ee se ee ee a | sottnttes Riodches wianiieedl 494, 000, 0°0 
Foodstuffs [ Z ‘ 7 7 = 483, 000, 000 

‘icultural implements (including tractors, parts, and accessories) — 420, 000, 000 
Tobacco 804, 000, 000 


‘Our trade policy is only one part, although a vital part, of a larger problem. This 
rroblem embraces the need to develop, through cooperative action among the free nations, 

strong and self-supporting economic system capable of providing both the military 
trength to deter aggression and the rising productivity that can improve living standards. 
No feature of American policy is more important in this respect than the course which we 
et in our economic relations with other nations. * * * As for the United States itself, 
ts security is fully as dependent npon the economic health and stability of the other free 
tions as upon their adequate military strength.”’-—Message to the Congress from President 
senhower concerning continuation of the Reciprocal Trade Agreements Act, April 1953 
“Desiring as we do to strengthen and multiply the bonds which unite the members of 
he Western alliance, we must give added emphasis to the powerful bonds which arise from 
onomic interdependence throughout the free world. This means that the widening of 
trade opportunities among the free nations is a vital part of the program of balanced 
security. * * * It was to a very large extent prodding by the United States which led 
the countries of Western Europe to lower their barriers to intra-European trade, with 
emarkab® successful results. The United States must occupy a similar role in the attack 

trade barriers generally.”—Economic Aspects of North Atlantic Security, a statement 
on national policy by the Research and Policy Committee of the Committee for Economic 
Development. May 1951. 

“In the face of the Soviet threat, the United States has sought to unify and strengthen 
the free world through defensive alliances and through military and economic aid 
Restrictions by free world countries on imports from the others create weakness and 
disunity. * * * The tariff policy of any free world country has an effect on free world 
nity and strength, but the tariff policy of the United States is especially significant 
because of this country’s outstanding position of leadership and economic importarce.”’— 
International Trade Policy Issues: Chamber of Commerce of the United States (Foreign 
Commerce Department), Washington, D. C., February 1953. 
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goods and materials from abroad—is the most important element in international! 


trade today 
United States oilimports provide a major source of dollars in foreign trade 


Oil imports constitute a main route by which dollars enter international trade 


In the year 1952, for example, American companies spent $691 miilion for pu 
chases of oil from other countries, not counting the direct dollar investment of 
these companies abroud 

Dollars spent abroad to buy oil, like all other dollars spent abroad, eventually 
come back to our country Some of them come as investments and bank deposits 


but most are spent here for United States goods and services. 
This reciprocal character of international trade is illustrated by the record 


of Venezuela’s sales and purchases Venezuela is the largest seller of oil t 
the United States In 1952 Venezuelan exports of oil to this country had a valu 
of $354 million At the same time, Venezuelan purchases from our countr) 
amounted to $500 million Included in these purchases were industrial ma 


chinery, automobiles, iron and steel mill products, diary products, raw and mam 
factured cotton, and grains. The Venezuelan Chamber of Commerce of the 
United States said in 1951, “The demands for United States goods have bee 
ried that during the last 2 vears every State in the Union has exported some 


So a 


kind of product to Venezuela.’ 


Legislative quotas limiting oi! imports into the United States would have 
mediate and sharp effects on Venezuela’s economy. Further, such legislatio 


would directly violate the trade treaty between that nation and our own 





Erecting bars to oil imports would have repercussions worldwide. It would 
in e retalitato \ ade bars on the part of other nations. It would throw 
grave doubt on the sincerity of America’s desire to strengthen the free world 
against communism It would represent a backward step in all this country’s 


efforts to date toward healthier world trade. 
Vilitary fuel supplies would be jeopardized by import curbs 

il supplies outside the United States, developed by Americans, were highly 
puportant in both World Wars I and II. 

In World War I the availability of large quantities of Mexican crude oils 
made it possible for the United States to meet the enormous demand for fuel 
oil for the Allied navies and merchant ships 

In World War II Venezuela was an important supplier of oil for industry and 
for the Allied armed forces. In later stages of the conflict, oil from the Middle 
a ve part of the fuel used for operations in the Pacific. It is esti 
mated that at the height of the war more than a third of the combined oil re 
quirements of the United States and its Allies for military and shipping needs 
were being met with oil produced outside the United States. Without Caribbean 
d Middle East sources to draw on, the military requirements of the United 


East was a large 








in 
States and its allies for oil could not have been met. 
lod defense production and the requirements of military establishments 
our own borders call for strong domestic fuel industries, with reserve 
ity for use in case of emergency gut aecess to oil sources abroad is also 
essential. The development of such sources depends to considerable degree on 


keeping markets open to them, and by far the largest single market is the United 
es. If American defense were limited to fuel sources within our own borders, 
ability to conduct military operations on a broad scale, and to keep aggres 
sors at a distance from our shores, would be handicapped severely. 





Abundant supplies of fuel energy are important to the Nation’s growth and 
prosperity 

The importance of abundant supplies of fuel energy is plain. Fuel gives motion 

to automobiles, planes, locomotives, and ships, all of which would be dead pieces 


of machinery without it fuel means steam power and electric power to run 
looms, lathes, presses, and drills. It is warmth and light in homes, offices, stores, 
a tories. It enables farmer » produce more food with less toil. , 

Per capita use of energy is an indicator of a people’s productivity, and hence 
of tl indard of livin Use of fuel energy in the United States tops that 
of any other nation, It has increased about a hundredfold during the past cen- 
tul the fact that national income has gone up by almost the same degree dur- 
i ihe same period is no coincidence. Largely because of our high use of 
ene! from fuels, the United States produces 2 to 4 times as much goods per 
i r-hour as even the most highly industrialized nations of Europe. The 


ability which American business has shown to discover, produce, and utilize 
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has been a fundamental factor in the Nation’s growth and in the achieve- 
it of our high living standards. 
Imported oil, from all sources and of all kinds, represents less than 6 percent 
f the fuel energy currently used in the United States. Its contribution to the 
Nation’s total energy supply, however, is important. To understand the part 
ved by oil imports, it will be useful to look briefly at the overall conditions 
fuel energy supply in the Nation. 
inv different fuels compete to supply energy needs 
Energy is derived mainly from coal, oil, gas, and hydroelectric generation. In 
cases, these energy sources compete with one another, Railroads may 
ul trains by coal-burning or oil-burning steum locomotives or by Diesel-electric 
locomotives. Dynamos in electric-generating plants may be turned by steam 
om coal-fired, gas-fired, or oil-fired boilers, by water power, or by Diesel en- 
vines. Homes, offices, and factories may be heated with coal, oil, or gas. 
Che total of energy used in the United States in each year since 1938, and the 
irces from which it has been derived, are shown in chart Il. It can be seen 
the volumes of the different fuels used, and the proportion each has con- 
ted to the Nation's total of energy, have varied rather markedly over the 
ars. Convenience, availability, price, consumer preference, technical develop- 
t all have played their part in the shifting pattern.* 
In the early years of this century, coal was the principal fuel used for rail- 
ds, marine transportation, industrial power, and domestic central heating. 
e then, fuel oil and Diesel oil have become increasingly important for such 
i : More lately, natural gas has become a major factor in total energy supply. 
\ more direct comparison of these fuel-energy sources is shown in chart II, 
Gasoline is not included on this chart because the uses to which it is put cannot 
by other fuels. Oil used for making asphalt, lubricants, waxes, ete., is 
so not included, It will be seen that, whereas the remaining uses of oil have 
n rising, consumpticn in these fields still does not equal that of coal. The 
art shows that coal production, which has been periodically affected by work 
oppages and variations in exports, reached peak levels during and right after 
e war, fell off in 1949, recovered in the next 2 years, and, in 19/2, returned 
prewar level. Perhaps the most striking development shown by the chart is 
rise in use of natural gas, a fuel which in 1952 provided 28 percent of the 
Nation’s total energy supply, excluding gasoline. 


Heavy fuel-oil imports have had a negligible influence on the shifting position 


of coal 


Virtually all the coal used by industry and for electric-power generation is 

ituminous, and this type of coal accounts for something over 90 percent of total 

oduction in the United States. The remainder is anthracite coal which is 

ised primarily for space heating of individual homes. Since heavy fuel oil is 

sed for such heating, the question of oil imports has no bearing on domestic 
hracite mining, 

Bituminous coal production, shown in table 3, has fluctuated from levels as low 

310 million tons during the 1930's to a peak of 630 million tons in the period 

nediately after World War II. In the postwar years, fluctuations in produc- 
on continued. By far the most important reasons for them were: Work stop- 
pages both in coal and steel; large increases in natural-gas use; rapid dieseliza- 

m of railroads; and substantial swings in coal exports. 

As shown in table 4 on pages 38 and 39, total use of fuel energy in the United 
States (excluding gasoline) was approximately 16 percent higher in 1952 than 

n 1946. This is the equivalent, on a B. t. u. basis, of an increase of some 163 
million tons of coal.” Meanwhile, consumption of bituminous coal decreased by 
S2 million tons. Use of natural gas increased the equivalent of 159 million tons 
f coal, diesel fuel the equivalent of 12 million tons (actually, as will be noted 
later, railroad diesel locomotives have had a much greater effect than this on 
coal production), and other fuels (home heating oil, hydroelectric power, etc.) 
the equivalent of 60 million tons. 

Use of heavy fuel oil increased the equivalent of 14 million tons of coal during 
this period—an increase which was in substantially the same proportion as the 
increase in the Nation’s total energy use. 

‘See also table 1. All tables referred to in the text appear on pp. 36-42 

A B. t. u. is a unit of heat measurement The letters stand for “British thermal unit,” 

amount of heat required to raise the temperature of 1 pound of water 1 Fahrenheit 

gree By making computations on a B. t. u. basis, it is possible to compare tons of coal 
with barrels of oil, cubic feet of natural gas, etc. 















1264 TRADE AGREEMENTS EXTENSION ACT OF 1953 








Plainly, increased heavy fuel imports were no appreciable factor in the de 
of markets for coal. It may be pointed out, in fact, that in the use for wh 
coal and heavy fuel oil are most directly competitive and interchangeab 
the utilities field—annual use of bituminous coal actually increased by 32 mi 
tons over the period 1946-52 and, for general industrial uses, coal consumptio 
remained about the same despite the substantial drop in 1952 due to the ste 
trike. Changes in the uses of the principal fuels are shown in chart III. 

Considering 1952 in relation to 1951, production of coal dropped 70 mil 
tons. Ten million tons of this decrease was due to lower export sales, anoth 
10 million tons to inventory changes, leaving a figure of 50 million tons as t] 
actual decrease in the Nation’s coal consumption, as shown in table 3. In th 
same period, heavy fuel oil imports increased by the equivalent of only 3 millior 
tons of coal, an increase which was offset by a decline in output of heavy fue 
oil from domestic refineries. Obviously, one must look to something other tha 
heavy fuel imports to explain the drop of 50 million tons in domestic coa 
consumption. 

Actually, the 1952 decline in use of coal was due to: (a) the prolonged ste: 
strike, which not only reduced consumption of metallurgical coal by som 
million tons but also cut down activity in other industries which are coal 
customers; (0) further dieselization of the railroads, and (c) further increas 
n natural-gas consumption 






Developments of tec hnological progress have been the real factors affecting coal’s 
position 

The factors which have kept coal output in the United States from following 
the rising curve of total fuel use are almost entirely developments of techno 
logical progress, both in the fuel industries themselves and in industries whi 
are fuel customers, 

Since the First World War, for example, the navies of the world have turned 
entirely to oil fuel. Merchant fleets have followed this trend. Heavy oil has 
so many advantages for marine transportation that it is inconceivable the Unite: 
States Navy or owners of merchant fleets would go back to coal-burning ships 

American railroads are rapidly replacing steam engines with diesel locomo 
tives. The preference of railroads for diesel power is indicated by the fact that 
in 1951, when the Nation’s locomotive builders had orders for 4,074 locomotives 
1,038 of that number were diesel, 14 electric, and only 22 steam. Even railroads 
whose freight traffic consists largely of hauling coal are changing to diese 
power 

\ vice president of the Association of American Railroads said in an address 
to the American Railroad Engineering Association in March 1953, “the diese 
locomotive is perhaps the greatest single influence toward economy and efficiency 
of operation that has ever been introduced in the railroad industry.” 

The great shift by railroads to diesels represents one of the main losses of 
market outlet for the coal industry, since, under conditions of actual use, diese! 
fuel replaces far more coal than the equivalent number of tons on a B. t. u 
basis. Beeause of greater efficiency, diesel locomotives deliver from 5 to 10 
times more useful power per heat unit than steam locomotives. The effect 
therefore, of the increased use of railroad diesel fuel in 1952 as compared with 
1946 (equivalent on a B. t. u. basis to 11 million tons of coal) was actually 
to reduce railroad needs for coal and heavy fuel oil by around 90 million tons 

Progress in home heating has also affected the potential market for coal 
Most of the new houses built in the United States in recent years are equipped | 
to use o'l or natural gas. This development has come about simply as a conse- 
quence of consumer preference. 

Natural gas has become a major competitor of both oil and coal, not only for 
space-heating but as a fuel in industry and in electric power generation. Large 
new natural gas fields are being discovered and brought into production; fur 
ther conservation measures in the production of oil have made available large 
amounts of the gas that occurs normally in association with crude oil in the 
sround; and great new pipelines have been built in recent years to bring gas | 
to consuming centers 

All these technological advances—oil-fueled marine transportation, diesel lo 
comotives, oil and gas space-heating, development of the natural gas industry 
could be stopped or reversed only at the expense of the total economy. While 
increasing use of oil fuels and natural gas has undoubtedly reduced the potential 
market for coal in the United States, it is domestically produced oil and, es- 
pecially, natural gas that have had the greatest effect on coal consumption. 
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coal industry is developing new methods and processes 
ir Nation’s progress is based on expanding use of energy as population In- 
ises and our standard of living rises. Tomorrow's use of fuel energy will 
ir greater than today’s. Coal, along with other fuel industries, will hold 
portant place in the market through technological improvements both it 
duction and use. Steps in this direction have already been taken. 
oductivity in the coal industry has been raised through new methods, such 
strip and open-pit mining, and through mechanization. Continuous mining 
hines, development of which is being pushed by both coal producers and 
hauling railroads, are increasing production per man-hour of labor and are 
ing mining easier and safer. 
\verage production per man-hour in American coal mines, as shown in table 5, 
reased from 0.73 tons in 1946 to 0.87 tons in 1951, a gain of 20 percent. As- 
ran &-hour workday for both years, this means that it took 17 men to 
duce 100 tons of coal in one day in 1946 and only 14 men in 1951. 
recently the successful transportation of coal slurry by pipeline has been an- 
need as a means of moving coal from mines to market more economically 
an by rail. 
fficiency of coal utilization has been under intense study, and a major result 
this work may be the use of powdered coal in direct-drive gas turbines both 
stationary and railroad use. Powdered coal has also been developed for 
with steam-turbine locomotives. 
Underground coal gasification is under experiment, and it is hoped that means 
vy be found of obtaining coal’s heat and energy without the cost of mining. 
e coal industry has the possibilities of an important new market outlet through 
rge-scale manufacture of chemical raw materials from coal, a development 
ch is already under way. Looking further into the future, large volumes of 
al would be used to make synthetic liquid fuels if such production should be- 
ne economically justified. 
ported heavy fuel oil has long supplemented domestic supplies 
Heavy fuel oil has been an important factor in domestic energy supply since 
discovery of the Spindletop field in Texas in 1901. 
Supplies of heavy fuel oil from domestic sources tend to vary sharply, though, 
th changes in refinery runs, changes in character of crude oils, and with tech- 
ogical developments. Demands of consumers of heavy fuel also vary sharply, 
lecting changes in industrial activity and in shipping and military require- 
nts. Overall, consumer demand for heavy fuel oil has shown a rising trend 
ver the years, but this trend has not always been paralleled by available domestic 
supplies. There has always been a need, therefore, for external sources of heavy 
fuel oil, and this need has been met by imports, at first largely from Mexican 
nd now largely from Venezuelan sources. 
Chart IV shows the production and imports of heavy fuel oil in the United 
States since 1938. While there has been a rising trend, this seems to have lessened 
i recent years, so that total supply of heavy fuel oil now is increasing at a rate 
osely parallel to that of total United States energy use. It will be noted that 
supplies of heavy fuel oil from domestic sources, while still by far the major 
ouree, have in general been decreasing. Since 1945 the yield of heavy fuel oil 
n United States refineries, as shown in table 7, has dropped from 28 percent to 
i9 percent. This is due to modernizing of refinery equipment, which minimizes 
heavy fuel production in favor of more valuable lighter products. Imports have 
id to increase, therefore, to meet consumer needs. Since such increases com- 
pensate for reduced domestic supplies, it is obvious that they do not replace coal 
r other competitive fuels. 





Domestic heavy fuel oil could not economically replace imports 
If, as has been proposed, heavy fuel oil imports were to be restricted to 5 per 
ent of heavy fuel consumption in 1952, the amount of this fuel now available to 
msumers would suddenly be reduced by some 275,000 barrels per day. This 
quantity could not economically be made up from domestic sources, since Ameri 
an refineries follow the practice of producing as high yields as possible of the 
ghter, higher-value petroleum products and minimizing yields of heavy fuel 
lor domestic refiners to attempt to meet the total demand for heavy fuel oil, 
they would either have to process much larger volumes of crude (with the result 
hat output of lighter products would greatly exceed demand for them) or 
ld have to deliberately down-grade crude oil into fuel. To do the latter is 











1266 rRADE AGREEMENTS EXTENSION ACT OF 1958 


basically uneconomical so long as the price of fuel oil remains below the price 
of crude oil. 
Fastern regions are the main consumers of heavy fuel oil; part of their needa 
are logically met by imports 
Geographical distribution of demand for heavy fuel in 1952, and the part 


pplied by imports, is shown by chart V 
Heavy fuel oil is used principally to power ships, heat apartments and other 





' 
large buildings, and to burn under boilers in factories and central generating 
stations. The Eastern Seaboard States, with their dense populations, great 
ports, and highly industrialized sections, are by far the greatest consumers of 
this product Needs of consumers on the eastern seaboard are much greater 
than can be economically supplied from domestic refineries normally serving 
the area. It is almost entire to meet the eastern seaboard demand that heavy 
fuel is brought into this country. 

Caribbean refineries are logical sources of heavy fuel oil to help meet needs of 
é coast consumers, and adequate quantities of heavy fuel to supplement do 
mestic supplies are usually available there. Transportation to the eastern mar 
ke by water from the Caribbean is shorter than from the United States gulf 
Coast 


Sharp restrictions on heavy fuel oil imports would cause critical difficulties for 


United States consumers 


The feeling of eastern coal producers that curtailing heavy fuel oil import 
ould result in an equivalent increase in the use of coal is not supported by a 
realistic ew of the eastern energy market, Although some large plants and 
utilities are equipped to e heavy fuel oil or coal alternatively, most present 
users of heavy fuel oil are n so equipped. For consumers to change from one 
fuel to the other usually requires new or altered equipment and basic changes 
i perating procedures. 
In 1952, for example, Esso Standard Oil Co. and its wholesalers sold heavy 
f oil to apartments, hotels, stores, office buildings, bus terminals, churches 
s, Government buildings, factories, and utilities; and a recent survey 
sl ed that less than 83 percent of Esso’s direct customers are equipped to burn 
me other fuel besides 
For most present users of heavy fuel oil, the conversion of equipment to burn 
al, or even getting the physical space to store solid fuel could be accomplished 
only at great expense, if at all. If their supplies of heavy fuel oil were cut off 


the vast majority of consumers of this product would turn to natural gas as 
soon as possible. Costs of heavy fuel, to those able to obtain it, would almost 
certainly be higher because of lessened supply. The result would be an increase 
in the level of fuel prices to consumers generally. 

Serious restrictions on heavy fuel oil imports would work harm to thousands 
f businesses, large and small, and to other establishments that now use this 
fuel directly and indirectly for heat and power. Such an action would not serve 
the best interests of our national economy and would do disservice to consumers 


of many types of goods. 
Imports are not a new factor in the United States oil industry 


Oil has been imported into and exported from this country almost since the 
beginning of the petroleum industry in 18599. During most of this time, exports 
have exceeded imports, although our Nation was a net importer from 1920 
through 1922. In 1925 it returned again to being a net exporter. Then, in 1948, 
imports once more grew greater than exports, a situation which has continued to 
date 

It is worth noting, however, that, whereas petroleum imports have recently 
exceeded exports in terms of volume, the value of oil exports in 1952 exceeded 
that of imports by more than $100 million because exports were largely gasoline, 
lubricants, and similar products, while imports were almost entirely crude and 
heavy fuel oil. 

The relationship of imports, both of crude oil and heavy fuel oil, to domestic 
production and exports is shown on chart VI. It will be seen that, whereas oil 
has heen imported throughout the period shown, these movements are a relatively 
small part of total United States production. 

It is important to note that, of this country’s present total oil imports, more 
than one-third are heavy fuel. Heavy fuel imports should not be confused with 
imports of crude oil. 
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cent cutbacks in United States oil production do not indicate any basic weaken 
ing of the industry 


Crude oil production in Texas, the Nation’s largest oil-producing State, has 
een cut back from 3 million barrels per day in December 1952 to an estimated 
700,000 barrels daily for April 1953. Production in Louisiana has been cut from 
712,000 barrels daily in March to an estimated 685,000 barrels for April. In 

klahoma production was cut from 544,000 barrels daily in March to 523,000 
barrels daily for April. The reduction in Louisiana’s April allowable was the 
first cut in 8 months, and that in Oklahoma the first in 11 months. 

Vhese reductions, however, are from the highest levels in the entire 04 years 

f the petroleum industry. During the last quarter of 1952 oil production in the 
United States was at a daily average of 6,546,000 barrels daily—the highest 
figure for any quarter in the industry’s history. After the cutbacks that have 
nee occurred, production for the first quarter of 1953 averaged 6,516,000 bar- 
rels daily—a decline of less than one-half of 1 percent. 

Whereas the oil industry has been one of almost uninterrupted growth 

nee its very beginning, like all businesses it is subject to fluctuations, The 
reduction in oil flow recently ordered by State regulatory bodies should not be 
nterpreted to mean that the industry has suddenly passed from a State of 
great vigor to one of debility. The domestic industry has experienced months 
in the past when production has fallen off, and these occurrences were not signs 

f growing weakness. Prediction of a permanent reversal of trend can hardly 
be made on the basis of a few dips in the 94-year history. 

lo place current cutbacks in their proper perspective as short-term adjust- 

nts, it should be recalled that United States crude oil production in 1952 

owed a very uneven pattern. Abnormally high output in the latter part of 

» year compensated for low output during the period of the refinery strike 

nd resulted also in increased inventories. Some subsequent drop in activity was, 
herefore, natural. This, in turn, has been accentuated by a warmer than 
ormal winter and seasonal factors. 

Cutbacks from record levels of oil production are not peculiar to our own 

untry. For example, in March 1953, output of Creole Petroleum Corp., Jersey 

fliliate in Venezuela and the largest producer there, was down 89,000 barrels 
daily from the peak reached in December 1952. 

\s chart VI shows, in the 15 years, 1958-53, oil production in the United States 

e in every year except 2. Declines, as compared with the preceding year, 
occurred only in 1942 and 1949. The decline in 1942 was more than made 
up in the following year, and the decline in 1949 was more than made up in 1951. 

rhe result of this virtually uninterrupted series of record yearly outputs has 
been that domestic production of oil has nearly doubled in 15 years. Since the 
end of World War II every year’s production, with the exception of 1949 as pre- 
viously noted, exceeded the previous year’s, and 1952 set another new record 
with production averaging 6,262,000 barrels per day for the year. 

While, as is shown also on chart VI, imports of oil have also been rising, 
they have not halted growth in the domestic industry. It should be noted, too, 
that imports of crude oil, the ones of primary interest to domestic oil producers, 
have not varied greatly in relation to volumes of domestic crude production over 
the past few years. 
he search for new oil continues energetically 


One indication of the vigor of the producing end of the oil industry is the 

umber of new wells drilled. QOhart VII shows the number of wells drilled by 
oilmen in the United States in the past 15 years. It will be seen that, on the 
s of this criterion, the domestic industry's vigor was not diminished in 
bos The number of new wells drilled during the year, despite a shortage of 
steel, Was at an alltime high. Particularly significant in the light of fears that 
imports are lessening incentive to find new oil is the fact that the number of 
wildcat wells searching for new oilfields remained at a peak level. 

In the first quarter of 1953, almost exactly the same total number of new 
wells were drilled as in the first quarter of 1952, despite the fact that several 
hundred drilling rigs were idle. And 240 more wildcat wells were drilled in 
the first 8 months of 1953 than in the same period of 1952. 

Proved reserves of crude oil in the United States, amounting to around 28 
billion barrels, are at the highest level they have ever reached. They have 
increased every year since the war for a total increment of more than 7 billion 
barrels in the postwar years. Year-end reserves since 1938 are given in table 8 
It is estimated that, with reserves of this magnitude, present United States crude 

32€04—53 81 
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oil production could be increased about a million barrels daily without violating 
sound engineering and conservation practice This difference between current 
output and maximum efficient rates of production meets the Government 

desire for a million barrels daily of “spare” capacity in the oil industry 


a safeguard to national security. Beyond that consideration, a margin of 
producible capacity above actual output is usual in the oil industry and is, j 
fact, necessary for orderly management of production. It is worth noting 


that the present margin of efficiently producible capacity is lower, as a pet 
centage of actual production, than the margins existing before World War II: 
Current anxiety about the effect of oil imports on the domestic petrole 
industry arises chiefly from the recent cutbacks in allowables in some oil-pré 
ducing States, and the fact that drilling activity has declined slightly—at the 
same time that imports of crude oil have continued at somewhat above 1952 
levels. This anxiety, however, seems to be based largely on short-term compari 
sons and the fear that these may indicate a long-term trend. The experience of 
a few months need not indicate an established trend, any more than simi 
experiences in the past have signaled a real change in the domestic industry. 





Oil imports are widely recognized as important to the Nation 


il imports have been advocated by the President’s Materials Policy Commis 
siol In its exhaustive report on natural resources issued in June 1952, the 
Commission said 

rhe energy economy of the United States has prospered on the basis of using 
the cheapest available fuels and can prosper most in the future if our import 
policy continues to permit oil consumers to have access to the lowest cost sources 
consistent with security Geological and economic conditions throughout the 
world favor an increasing reliance on imports to meet a considerable part of 
the future growth of United States consumption, even though United States 
production of oil can also be expected to continue to grow. Consumption 
expected to increase more rapidly than production, so as to leave room bot! 
for increasing imports and a healthy domestic petroleum industry.” 

In its report to the President on a trade and tariff policy in the national 
interest, in February 1953, the Public Advisory Board for Mutual Security said 

‘The economy of the United States and the defense of the free world require 
an adequate supply of petroleum from domestic production and from imports 
There is no reason for believing that imports at present interfere with explora 
tion, development, and the growth of proved reserves, on the scale necessary for 
future defense requirements from domestic sources.” 

The National Petroleum Council, recognizing the importance to the Nation of 
oil development abroad by American companies and of questions concerning oi 
imports, adopted in 1949 a poliey including recommendations on these subjects 
The council, composed of representatives of all branches of the oil industry 
recommended participation by United States nationals in the development of 
world oil resources; it pointed out that the availability of oil outside the United 
States is important to national security; it stated also that oil which a nation 
does not need for its own uses should move through channels of international 
trade to other countries. With respect to imports, it recommended that these 
should be used to supplement domestic production. The fact that domestic oil 
production has been steadily growing over a long period, at the same time that 
imports have also been rising, indicates that imports actually have been sup 
plementing domestic output. 


Standard Oil Co. (New Jerse } has interests in oil op rations both at home and 
abroad 


Standard Oil Co. (New Jersey) affiliates in the United States produce crude 
oil in 18 States. They market in 27 States and the District of Columbia. Jersey 

an American company. Its roots are in this country. Of its 270,000 stock- 
holders, some 264,000 are American citizens. The company has been an impor 
tunt element in the domestic oil industry for more than 50 years, and its career 
] large span of the industry's history. . 

Jersey began in its earliest days to extend American business overseas by the 
export of refined products. The company’s first fixed investments outside the 
United States were virtually all in marketing properties. Subsequently Jersey 
obtained producing and refining interests abroad. 


as covered a 


* Estimates by the Petroleum Administration for War indicated that, in the 4 years imme- 
diately preceding World War II, reserve crude oil producing capacity averaged about 1 mil- 


} 


lion barrels daily while actual production was averaging 3,600,000 barrels daily. 
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Imports by Jersey affiliates have supplemented United States supplies 


Jersey originally acquired interests in foreign production on the premise that 
h oil would find its chief outlet through the company’s marketing affiliates 
verseas. However, Jersey also regards the oil production of its affiliates abroad 
s useful to the United States in supplementing domestic supplies. This is no 
recent or novel position for the company. The import programs of Jersey 
affiliates had already attained substantial dimensions as early as World War I 
when production in Mexico was called upon to help supply heavy fuel oil for 
naval and industrial use 


Two Jersey affiliates—Ksso Standard Oil Co. and Esso Export Cor are 
ong more than a dozen companies which now import oil into the United States 
in appreciable quantities Imports by Jersey affiliates since 1938, and by the 
United States oil industry as a whole, are shown on chart VIII and in table 10 


In 1921 the affiliates were importing an average of $8,000 barrels per day of 
ude oils. They imported an average of 49,000 barrels per day of crudes during 
e 20-year period before World War II. In 1947 the average was 87,000 barrels 





pel sSeginning in 1948 imports of crude were rapidly stepped up to meet a 
‘ though temporary, oil shortage that confronted most of the country, and 

l-month peak of 160,000 barrels per day was reached in January 1949. Crude 
mports by affiliates averaged 98,000 barrels da during 1952 


Principal imports by Jersey affiliates, however, are heavy fuel oil. These 
affiliates long have been major suppliers of this product and have many customers 
in the industrialized east coast area of our country. Only on rare occasions 
have the affiliates been able to obtain enough heavy fuel oil from domestic sources 
to supply their customers. In order to assure regular supplies, therefore, the 
affiliates have for many years supplemented the heavy fuel available to them 
domestically by importing from Caribbean sources 

During 1952 heavy fuel oil imports by Jersey affiliates averaged 150,000 barrels 
daily, compared with 165,000 barrels daily in both 1950 and 1951. Of the 1952 

iports of heavy fuel oil, an average of 57,000 barrels daily was bonded fuel for 
ships’ bunkers, and thus did not enter the domestic market 

Jersey affiliates report that the total of their planned crude and heavy fuel 
oil imports for 1953 is at approximately the same level as for 1951 and 1952. 
During the first quarter of 1953 they imported an average of 93,000 barrels daily 
of crude oil, compared with 82,000 barrels daily in the first quarter of 1952, and 
167,000 barrels daily of heavy fuel oil, cogspared to 181,000 barrels daily in the 
same period of 1952. 


Views of Standard Oil Co. (New Jersey) 


1. Jersey believes that the free world should move in the direction of freer 
nternational trade as rapidly as possible, consistent with keeping strong thoss 
ndustries necessary to our country’s security. 

2. Jersey has faith in the continuing growth of America and its living stand 
ards, and believes foreign trade can contribute to this growth rather than 
retard it 

3. Jersey subscribes to the recommendations for a national oil policy made 
to the Government by the National Petroleum Council in 1949; the company 
believes that the import programs of its affiliates have been and will continue 
to be in full conformity with the policy of the National Petroleum Council. 

4. The company believes that the question of oil imports must be considered 
not from the standpoint of shielding any segment of the fuel industry from com 
petition and normal economic evolution, but from the standpoint of the public 
interest and the national welfare. 

5. The company does not believe that present conditions, or conditions which 
can be reasonably anticipated, warrant the application of quotas to oil imports. 

6. Jersey believes that adoption of restrictions which have recently been pro- 
posed on oil imports would injure fuel users, consumers generally, American 
export trade, national defense, and free world strength. 
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TABLE 1,—Hstimated United States consumption of energy, 1938-52 


[Trillions of B. t. u.’s } 





Coal Oil ny r dun Total 
1938 9, 957 6, 652 2,475 921 20, 005 
39 11,114 7, 202 2, 662 897 21, 875 
1940 12, 532 7, 761 2, 865 O44 
+41 14, 230 8, 692 3, 030 1,013 
1942 15, 582 8, 482 3, 294 1, 219 
1943 17, 007 8, 900 3, 680 1, 387 
1444 16, 95 9, 777 3, 990 i¢ 
194 15, 97 10, 370 4, 225 1, 
1946 14 10, 488 4, 342 , 
1947 15 11, 640 4,793 1 
1948 14, 12, 365 5, 386 1 
1949 12 12, 392 5, 670 1, 
1950 12 13, 894 6, 569 1, 
1951 13 15,014 7, 805 ¢. 
1952 1l, 15, 600 8, 500 1, 





Source: U. S. Bureau of Mines 


TABLE 2.—Estimated United States consumption of coal, oil,’ and natural gas, 


1938—52 


[Trillions of B. t. u.’s] 





Anthracite Bitum Total Heavy | Other Total Natural 
: nous coal | fuel oil oil fuels oil fuels gas 

| | | 

| | 
138 1, 148 9, } i, . 3, | 2, 475 
1939 1) 262 11, 114 | 2 1 3,951 | 2, 662 
194 1, 244 12, 2, 2 4,331 | 2, 86. 
19 1, 339 14, 2 2 4, 3, 039 
1942 1, 435 15, 5 2, 2, < 4,9 3, 204 
ot 1, 450 17 2 2, 5, 470 3, ARO 
1944 1, 509 16, 3, 2. 5. 983 | 3, 990 
ME 1,311 15, § } 3, 3 2 6, 212 4. 225 
v4 1, 369 14, 3, 3, 6, 07 4,542 
047 1, 225 16. 3 3, 6 6, 884 4,793 
MS 1, 27 14, 3, 4 7, 182 | 5. 385 
MY Mod 12 3 3, 7, 024 5, 670 
’ 1,014 12 3, 4.5 8, 010 6, 569 
940 13 3, fi 8, 582 7, 805 
1952 865 ll, 3, | 8, 799 8, 500 








Use of gasoline and nonfuel uses of oi] are eliminated. ‘Other oil fnels’’ consist mainly of home heating 
oils, kerosene, and diese] fuel, but also include still gas, liquified petroleum gases, petroleum coke, and crud 
oil used directly. 


Source: U. 8. Bureau of Mines 
Tas_e 3.—United Statcse bituminous coal supply and demand 


“housands of ton] 


Domestic 





Production | consump- Exports 
tion 

1938 348, 545 336, 217 10, 490 
1939 394, 855 376, 018 11, 590 
1940 460, 772 430, 836 16, 466 
1941 514, 149 492, 018 20, 740 
1942 582, 693 539, 942 22, 
1943 590, 177 593, 788 25, 
1044 619, 576 589, 2 
1945 577, 617 559, 555 27 
1046 533, 922 500, 367 4i, 
194 630, 624 543, 383 68, 7 

is 599, 518 519, 901 45, 931 
1949 437, 868 445, 516 | 27 
1950 516, 311 454, 180 | 25, 
1951 533, 665 468, 886 56, 7 
1952_. 465, 041 418, 192 | 47, 


Source: U. S. Bureau of Mines 
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Paste 4,—United States consumption of fuels in competitive uscs' expressed in 
equivalent tons of bituminous coal 


{In millions of tons; all 1952 tigures preliminary 

















Gas and 
atlas — electric Space Indus otal con- 
Railroad \ els produc Seothnnt trial umption 
tion 
} i 1s coal 
194¢ 113.0 1.4 76.4 104 205. 1 500. 4 
1951 56. 2 y 107.6 79.9 224.4 469.0 
1952 40.5 i 108, 5 i 4 197. { 418.1 
Change, 1951-52 15.7 2 ~ a 8 97.4 1.9 
Change, 1946-52 72. § 7 +32. 1 33. 1 8.1 82.3 
Percent change, 1946-82 64. 2 50.0 +42. 0 31.7 3.9 16.4 
i uel oil 
104 24.0 1.9 12.3 11.9 &.9 108 
1951 13.2 25. 7 16.9 18.3 1.6 125 
1952 9. 6 2. 16.0 19. 0 2.5 122. ¢ 
Change, 1951-52 3.6 2 9 +.7 t.9 3.1 
Change, 1946-52 14.4 +4.3 +3. 7 +7. 1 +13.6 +14. 3 
Percent change, 1946-52 —H0. 0 +90. 3 +30. 1 +59. 7 1.35 () $13.2 
ral gas 
1946 16.2 6. 2 113. 2 165. 6 
4] 41.1 76. 7 180.0 297.8 
1952 49.5 82.5 192. 3 $24.3 
Change, 1951-5: +8. 4 5.8 12 26. 5 
Change, 1946 +33. 3 +46. 3 +79. 1 +158. 7 
Percent change, 1946-52 +205. 6 + 127.9 +69. 9 +95. 8 
Diesel fuel 
oor 3.3 2.7 6.0 
1951 12.3 3.2 15.5 
1952 14.4 3.6 18.0 
Change, 1951 2.1 +.4 2.5 
Change, 1946-52 +11.1 +. 8 12.0 
Percent change, 1946-52 +-336. 4 +33. 3 200. 0 
Anthracite coal 
1946 1.0 3.7 44.8 2.6 52.1 
1951 0.7 4.0 29. 6 1.6 35.9 
1952 » 0.6 4.0 27.5 1.5 33. 6 
Change, 1951-52 —0.1 2.1 0.1 2.3 
Change, 1946-52 0.4 +0. 3 17.3 1.1 18. 5 
Percent change, 1946-52 —10.0 +8. 1 38. 6 42.3 35. 5 
Other oil fuels; 4 
1946 | 0.7 2.6 47.1 53. 5 103. 9 
1951 1.0 3.8 R58 76. 0 166. 6 
1952 1.2 3.4 91.5 80.3 176. 4 
Change, 1951-52 +0. 2 0.4 +5. 7 +4.3 +¥.8 
Change, 1946-52 +0. 5 4-0. 8 4-444 +-26. & +72. § 
Percent change, 1946-52 +71.5 +30. 8 +94. 3 50.1 69.8 
Hydroelectric: 
1946 42. : 3.2 55 
1951 57. 5 3.5 61.0 
1952 58. 5 3.1 61. ¢ 
Change, 1951-52 +1.0 0.4 +0. 6 
Change, 1946-52 +6. 2 0.1 +6. 1 
Percent change, 1946-52 +11.9 3.1 11.0 
Totals 
1946, - 142.0 25.3 163. 5 244. 5 416.5 991.8 
1951 83.4 29. 8 230.9 200.3 537.1 1,171.5 
1952 66. 3 29.8 239. 9 291.9 526. 7 1, 154. 6 
Change, 1951-52 —17.1 0.0 +9.0 +1.6 10. 4 16.9 
Change, 1946-52 —75.7 +4.5 +76. 4 +47.4 +110. 2 +162. 8 
Percent change, 1946-52 —53.3 +17.8 +46. 7 +19. 4 +26. 5 +16. 4 


Principal energy uses excluded are gasoline, diesel fuel for automotive equipment and tractors, and 
nonfuel uses of oil. 
? Includes domestic fuel uses for cooking, etc. 
§ Includes also miscellaneous uses. 
* Principally light heating oiland kerosene; also includes liquid propane gas, still gas, petroleum coke, and 
crude oil used directly. 


Source: U. 8. Bureau of Mines. 
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Taste 5.—Bituminous coal productivity trends 
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TABLE 8.—United States proved crude-oil reserves, crude-oil production, and 
total oil exports 


productior exports 


Thousands of | Thousands of | Thousands of 


) he j 


8 Hs. Gauy (8. dawy 
g 17, 348, 14¢ 327 531 
18, 483, 012 3. 466 518 
( 19, 024, 515 697 56 
14 19, 589, 206 842 19R 
20, ORE, 793 3. 70N 321 
20, 064, 152 4.12 $11 
re 20,453, 231 4, 584 68 
1), 826, 8 1, GOF ( 
4 1), STS, FAO 4 7Al 419 
21, 487, 685 OSS 10 
\ 2%, 280, 444 x 68 
24. 649, 489 5, O4e 24 
95, 268, 3908 107 0 
27, 468, 031 6, 149 422 
27, 961, 0OO 6, 262 136 
American Petroleum Institute; U. 8. Bureau of Mines 


ABLE 9 Vumber of new wells’ drilled each year in the United States, 1938-52 


rotal Wildcat 


wells 2 
s 26, 712 2, 638 
sy 25, 987 » ARQ 
4 28, 124 3, 038 
44] 29 O70 3, 264 
42 ‘ 18, 151 § 219 
) 17, 884 3, 543 
14 23, LO 4. 796 
{ 24. Of 5 #13 
26), 91 2 
4 py S26 oe 
. 37, 508 6, 877 
4 37, 656 i, 204 
42. 030 8 468 
l 43, 13¢ 10, 527 
14, 355 10, 466 


Not lud service wells 
Wildcat wells included in total wells 


Source: U. 8. Bureau of Mines 


TABLE 10 Imports by United States oil industry and by Jersey affiliates, 
1938—52 


rhousands of barrels daily] 
Industry Jersey 


Heavy fuel Heavy fuel 





Crude oil oll Other Crude oil oll Other 
1938 72 58 19 38 42 ° 
1939 43 28 45 38 6 
40 80 32 39 42 5 
v4] 102 25 37 57 6 
1942 51 14 10 21 4 
1943 75 61 12 10.4 3 
4 100 30 33 0.5 3 
a4 87 20 06 22 1 
94 122 19 85 91 2 
947 149 21 87 7¢ 2 
1948 : 146 15 105 78 i 
1949 42 206 18 91 108 3 
1950 187 329 34 74 163 3 
1951 191 326 27 87 163 2 
youd 573 351 33 Ys 150 3 


1 In 1943 and 1944 all imports of heavy fuel oil were made by the U. S. Navy. 
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Mr. Hotman. Something I should like to emphasize is that im 
ported oil is not “flooding” our country. For example, in 1952 im 
ported heavy fuel oil represented less than a fourth of the total of 
this fuel available to United States consumers. Total petroleum im 
ports—that is, crude oil and all products considered together— 
amounted to about 12 percent of domestic oil supply last year and to 
less than 6 percent of the Nation’s use of energy from all sources. | 
should like to emphasize further that imported oil is marketed on the 
east coast by our affiliates at precisely the same prices as oil from the 
United States gulf coast. 

Let me touch quickly on a few of the reasons why Jersey feels quotas 
on oil imports are unwarranted. Such quotas are proposed on the 
assumptions, first, that imports of heavy fuel oil are a major cause 
of decreases in coal production in the United States; and, secondly, 
that imports of heavy fuel oil and, more particularly, of crude oil, 
have been the cause of decreases in oil production in the United States 
and have brought about a decline in exploration for oil. 

When you look at statistics for a various fuels, however, you see 
that the assumptions I have just mentioned are not consistent with 
them. 

United States production of bituminous coal—which accounts for 
something over 90 percent of total coal output in this country— 
dropped 70 million tons in 1952 as compared with 1951. In this same 
period, imports of heavy fuel oil increased by the equivalent of only 
3 million tons of coal and this increase was more than offset by a 
decline in output of heavy fuel from domestic refineries. Clearly, the 
drop of 70 million tons of coal production cannot be rightly attributed 
to increased imports of heavy fuel oil. 

Now consider not just 1952 as compared with 1951, but the whole 
postwar period 1946-52. Domestic consumption of bituminous coal 
in 1952 was 82 million tons less than in 1946. In this same period, 
annual use of heavy fuel oil increased the equivalent of 14 million tons 
of coal. It should be noted that this increase was approximately 
proportional to the rise in our Nation’s overall use of energy; in other 
words, the percentage increase in use of heavy fuel oil has been just 
about equal to the percentage rise in our Nation’s requirements for 
fuel energy from all sources. 

How, then, can the decreased consumption of coal be accounted for? 
Analysis of changes in consumption of various fuels by particular 
classes of use provides the explanation. The greatest decrease in use 
of coal in the postwar years was by railroads. It may be noted that 
use of heavy fuel oil by railroads decreased also. Both these decreases 
are due to the fact that the railroads are changing to diesel power. 
Even railroads whose freight traffic consists largely of hauling coal 
are making this change. To give you some idea of the extent of the 
shift, I cite the fact that in the first 3 months of this y»ar the Nation’s 
railroads put 574 new locomotive units in service, and all but 5 of 
them were diesels. 

The annual use of diesel fuel by railroads increased in the period 
1946-52 by the equivalent, on a heat-content basis, of 11 million tons 
of coal. But actually, diesel fuel replaced much more coal than that. 
Because diesel locomotives deliver from five to ten times more useful 
power per heat unit than steam locomotives deliver, the effect of the 
greater use of diesel fuel has been to reduce railroad needs for coal by 
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omewhere between fifty and one hundred million tons. The diesel fuel 
ised by the Nation’s railroads, however, comes almost entirely from 
lomestic refineries, not from imports. 

After railroad use, the biggest decline for bituminous coal has been 
n the space-heating field. ‘Use of heavy fuel oil in this field has 

icreased, but not nearly so much as coal has gone down. The expla- 

ition is found in increased use of natural gas and of light heating 
oils which, like diesel fuel, come almost entirely from domestic sources, 
ot imports. Annual use of natural gas, incidentally, rose in the 
veriod 1946-52 by the equivalent of 159 million tons of coal. 

It is clear that, although increasing use of oil fuels and of natural 
gas have undoubtedly affected outlets for coal, it is domestic ally pro- 
duced oil, and especially, natural gas, that have had the greatest 
effect on coal consumption. 

It is worth noting that in the use for which coal and heavy fuel oil 
ure most directly competitive and interchangeable—the utilities field— 
innual use of bituminous coal actually increased by 32 million tons 
n the postwar period and showed a greater rise than heavy fuel oil. 

Let me turn now for a moment to the domestic oil industry. 
Whereas imports of oil into our country have been rising for a number 
of years, domestic oil production has been going up at ‘the same time. 

Oil production in the United States in 1952 averaged 614 million 
arrels per day. ‘This was the highest level ever reached in the entire 
94 yer ars of the oil industry’s history. Also, in 1952, more new oil was 
proved up than was taken from the ground, so the domestic industry 
ended the year with proved reserves at the highest point in history. 

Present proved reserves of oil in the United States amount to 
around 28 billion barrels. It is estimated that with reserves of this 
magnitude, United States crude oil production could be increased 

about 1 million barrels per day above what it is now, and still be 
within the limits of sound engineering and conservation practice. 
This margin of productive capacity meets our Government’s desire 
for about a million barrels of spare capacity as a safeguard to national 
security. Moreover, a margin of producible capacity above actual 
output is usual in the oil business and is necessary to provide flexibil- 
ty and orderly management of production. In the 4 years prec eding 
World War II, there was a margin of efficiently producible capacity 
in our country amounting to about 1 million bar ole daily, and actual 
crude oil output at that time was under 4 million barrels daily as 
against more than 6 million barrels at seinen 

In the light of the domestic oil industry’s almost uninterrupted 
growth since its very beginning, and its record-breaking year in 1952, 
it does not seem to me there is any reason to ask Congress to limit 
oil imports. 

Actually, current anxiety about the effect of crude oil imports on 
the domestic petroleum industry seems to arise chiefly from the fact 
that domestic petroleum production in the first quarter of this year 
fell off from the preceding quarter and that there has been some de- 
cline in drilling activity. But the decline in crude oil output in the 
first quarter of this year amounted to less than one-half of 1 per- 
cent from the last quarter of 1952. Further, it must be taken into 
account that production in the last quarter of last year was the high- 
est for any quarter in the oil industry’s history. This large output 
in the latter part of the year compensated for lowered production dur- 
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ing the period of the refinery strike and resulted also in increased 
inventories. Under these circumstances, plus a warm winter, some 
drop in activity in the early part of the current year is not surprising. 
Notwithstanding the decline in crude oil output in the first quarter of 
this year as compared with the last quarter of 1952, the Petroleum 
Administration for Defense predicts that crude oil production in the 
United States for this year as a whole will be higher than production 
last year. PAD?’s forecast is for a 1953 production of 6,400,000 barrels 
per day, as compared with 6,260,000 barrels per day in 1952. 

As for exploration for new oil, a number of drilling rigs were idle 
in oil-producing States in the first quarter of this year, ~ but almost 
exactly the same total number of new wells was drilled as in the first 


quarter of 1952. The number of wildcat wells drilled was actually 
24) greater. Further, there are many factors which could affect 
domestic drilling activity—such as the 1 million barrels per day 


“spare producing capacity” which the industry is carrying at the 
request of our Government, rising costs, the availability of materials 
and funds, and so forth. 

With your permission, I should like to take the opportunity of my 
appearance here to give you some figures on imports by Jerse *y affil 
ates. Their imports of crude oil have been fairly constant for quite 
a few years, amounting in 1952 to 98,000 barrels a day, a volume, in- 
cidentally, exactly the same as our affiliates’ imports in 1921. 

Principal imports by Jersey affiliates, however, are heavy fuel oil. 
Our affiliates have long been major suppliers of this product to cus- 
tomers in the industrialized eastern seaboard States, where all the 
heavy fuel oil imported into this country is consumed. And since 
refineries in the United States concentrate on turning out the lighter 
etroleum products and minimize output of heavy fuel, our affiliates 
have for many years imported heavy fuel oil from the Caribbean in 
order to assure regular supplies to their customers. 

During 1952 heavy fuel oil imports by Jersey affiliates averaged 
150,000 barrels daily, compared with 163,000 barrels daily in both 
1951 and 1950. Of the 1952 imports of heavy fuel oil, an average of 
57,000 barrels daily—somewhat more than one-third of the total 
was bonded fuel for ships’ bunkers and thus was not consumed in the 
United States. 

I have said that quota restrictions on oil imports are unwarranted. 
But, even more important, such, restrictions would, I believe, be defi- 
nitely harmful. Legislative curtailment of oil imports, in my opin- 
ion, would: 

Impair the flexibility of oil supply and transport which is essential 
if the needs of the Armed Forces and the consuming public of our own 
country and the rest of the free world are to be met ; 

Tend to create a less favorable climate abroad for present and fu- 
ture American investments; 

Injure thousands of large and small businesses which now use heavy 
fuel oil for heat and power ; 

Limit the privilege of consumers to use the fuel of their choice and 
force many of them to heavy expenses for altering equipment ; 

Raise the general level of fuel costs to fuel consumers and, there- 
fore, raise the costs of many goods and services to the general public; 

Jeopardize military fuel supplies; 
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Constitute a breach by the United States of international agree- 
ments voluntarily entered into by it and otherwise gravely disturb 
our country’s international relations. 

It is unnecessary to mention the numerous times when adequate oil 
supplies pare been vital to the defense and economic well-being of our 
Nation and its Allies. And no one can tell what new emergency 
strikes at fond or abroad, foreign political upheavals and wars, 
catastrophes of many kinds might arise in the future and seriously 
affect world oil supplies. To meet such emergencies, the oil industry 
must have the flexibility of supply and transport to which I referred 
earlier. United States quota restrictions on oil imports would seri- 
ously hamper that flexibility and could seriously jeopardize our na 
tional defense and welfare. 

While I have taken some time here to point out why Jersey believes 
thie ‘rag rice restrictions on oil imports not only are unnecessary but 


would, in fact, be harmful, I should not want to leave an impression 
that my concern about H. R. 4294 arises simply because of the effects 
t would have on the oil industr y. The effects would be much broader. 


The bill involves policies and precedents which could adversely influ 

ence the whole course of international trade, and I sincerely believe 

that expanding international trade on reciprocally advantageous bases 
in make great contributions to our country and to the world. 

The evolution of history has moved the United States into a new 
era of leadership and res ponsibiliy. I believe it can be an era of new 
growth and achievement. In any such time, adjustme nts are mevita 
ble, and the benefits and problems which they bring may fall unevenly 
on different industries and companies. The Congress, representing 
all the people, undoubtedly desires to do what it can to lighten the 
impact of adjustments on various segments of the economy. But it 
should not, in my opinion, attempt to do so by methods that would be 
harmful to the total economy and to our Nation’s growth. It is my 
conviction that the barriers to imports proposed by H. R. 4294 would 
have such harmful effects. 

President Eisenhower has asked the Congress to extend the Trade 
Agreements Act for 1 year, without any amendments. Speaking on 
behalf of myself and of Jersey as a corporate citizen of this country, 
I can say that we favor such an extension as a minimum. We believe 
the President’s request should receive the support of this committee 
and of the whole Congress. 

Gentlemen, I think it will take me about 5 minutes to point out 
some of the highlights of this on these charts. 

Chart No. 1 shows the consumption of coal, oil, and natural gas. 
I will not go into it in detail, but I think the main points are these: 

First, the long black-stripe bars show rise in fuel consumption with 
war effort fluctuating since 1945, and now somewhat above 1938. 

Second, the yellow and green bars show rise in oil consumption, 
and note that the consumption of heavy fuel is about the same over 
the last 8 or 9 years. That is the yellow part of the oil bar. 

Other oil fuels, practically all domestically produced, increased. 
That is the green part of the oil bar. 

Imported heavy fuel oil, at the bottom, increased, but is small 
relation to drop in coal consumption. 

One of the most spectacular things in that chart is that the dark- 
blue bar shows a spectacular rise in natural gas consumption. 
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Chart No. 2, changes in consumption, 1952 compared with 1946 (in 
equivalent tons of coal)—I think the main points are these: 

(a) Bituminous coal, large decrease in railroad use, increase in 
public utility use, and decrease in space-heating use. 

(>) Significant things about the heavy fuel oil: All relatively 
small changes, none anything like big enough to account for important 
fraction of total change in the bituminous coal use. 

(c) Diesel fuel. Increase in railroad use accounts for much larger 
part of coal’s decrease in this category because of superior efficiency 
of diesel engines. 

Then in the case of natural gas: Striking increases in utilities, 
space-heating, and industrial fuels are interesting. 

Chen going to other oils, the heating oils, home-heating, and that 
sort of thing: Large increase in space-heating use, which I spoke 
about in my paper. 

I think those are the highlights of that particular chart. This shows 
United States oil production in thousands of barrels per day. The 
yellow bars show domestic-crude production, with striped portion 
showing exports. 

The black and red bars show imports, with the black portion indi 
cating crude and the red portion indicating heavy fuel oil. 

[ think the main points are: 

(a) Crude-oil production rose every year except 2, 1942 and 1949. 

(6) Domestic production increased at same time as imports in- 
creased. 

(c) Imports relatively small compared to domestic production. 

The fourth and last chart, imports by industry and by Jersey 
affiliates. 

The yellow and green bars show industry figures; black and red and 
white bars show Jersey affiliates’ figures. 

The main points here are: (a) Jersey affiliates’ crude imports have 
been about the same over whole postwar period, with slight increase in 
1948, when severe winter caused special efforts; and 

(6) That heavy sma oil imports have been substantially the same 
for each of the last 3 years. 

Those are the highlights of the charts that I have to show you, 
Chairman Reed, and that completes my testimony, sir. 

The Cuatrman. Thank you very much for your presentation to the 
committee and the information you have furnished. 

Are there any questions ? 

Mr. Simpson will inquire. 

Mr. Simpson. Mr. Holman, I regret that I could not be here for 
all of your statement. 

I would like to ask whether you believe in unrestricted imports of 
oil, either by tariff or any other way ? 

Mr. Hotman. In general, we believe in imports to supplement our 
domestic production, Congressman. 

Mr. Stmpson. Would you under any circumstances restrict them 
by law? 

Mr. Hotman. What is that? 

Mr. Stupson. Would you under any circumstances restrict imports 
by law ? 
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Mr. Hotman. I donot think it is desirable. As the figures show here, 
t seems to me that there is no particular reason to do that at the 
present time, Congressman Simpson. 

Mr. Stupson. Do you recognize there could be a time when it should 
e done ¢ 

Mr. Hotman. It could happen, of course, but I do not think there 

any likelihood of it. I do not think it has happened now, and I 
lo not think the situation is acute now. 

I do not think it is likely to happen at any time. I would deal 
vith it when it did happen. 

Mr. Stmpson. Do you see no relation of cause and effect as between 
mports and loss of employment in the railroading and the mining 
industries ¢ 

Mr. Hotman. Congressman Simpson, I do not know whether you 
vot to see the charts or not—— 

Mr. Simpson. I did not. 

Mr. Hotman. Iam sorry you did not get to see those, because it was 
my idea that as far as—I suppose you refer to unemployment in the 
railroads— 

Mr. Stimpson. And in mining. 

Mr. Hotman. And coal mining, and that sort of thing. 

My idea about that is that I do not see how you can lay that onto 
imports, really, because I do not think the statistics really back that 
ip. It seems to me the coal business has lost its markets through the 

eselization of the railroads and through the invasion of natural gas 
nto their markets. What little additional residual fuel oil has been 
mported did not any more than make up for the normal residual oil, 
(hat normally would be made in this country. 

Mr. Siwpson. Do you believe—and I think I am quoting from one 
nian—do you believe that no producer should be forced to cut back 
below the level at which he wishes to produce under State-approved 
conservation practi ices, mere sly to make room for imports ? 

That is alleged to have been a quote of yours. 

Mr. Houtman. I think it depends altogether on the conditions that 
exist at the particular time. At the present time, the Government 
and I think wisely so—has asked the oil industry to carry some surplus 
capacity in case of an emergency. I think that we should do that. Of 
course, a surplus capacity of a million barrels is in excess of the 
MER (maximum efficient rate (of production) ). 

Mr. Stmpson. I am confused now. Do you mean that we should 
or should not restrict imports if it is found necessary to cut back 

: domestic production under State-approved conservation practices / 

Mr. Hotman. Yes. At the present time, I think we should, for this 
reason: The Government has asked us to carry a million barrels of 
excess capacity, which I think is a very good thing in the interest of 
national defense. In that case, that million barrels’ « capacity could be 
produced, you see, under good conservation laws. 

Mr. Stimpson. But now the companies have been requested to cut 
back on their production ; is that not correct ? 

Mr. Hotman. Not on the potential, sir. 

Mr. Simpson. Not on the potential, no; but on the actual production 
for which they get dollars. Are they not cut back in certain areas? 

Mr. Hotman. Yes; they have been cut back. 
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Mr. Srurson. Do you believe that to the extent they have been 
ordered to cut back, imports should be correspondingly reduced ¢ 

Mr. Hotman. Yes; I think they should. 

Mr. Srmmpson. By law ? 

Mr. Hotman. I think it should be by voluntary action. 

Mr. Simpson. By voluntary action between 

Mr. Hotman. By voluntarily doing it. 

Mr. Simpson. By voluntary action by whom ! 

Mr. Hotman. I think it is in our own interest to do it, actually. 

Mr. Suweson. Between ? 

Mr. Hotman. Between no one. 

Mr. Suwpson. Between the importers? 

Mr. Hotman. Not between the importers. Just individually to do 
it, such as we have done. 

Mr. Simpson. Do you do that? 

Mr. Hotman. How is that! 

Mr. Sumpson. Do you do that, speaking individually ? 

Mr. Horman. Yes, we do. 

Mr. Sumpson. Do the other companies do it, speaking individually ? 

Mr. Hotman. Their reports have been published of what they did, 
Congressman. 

Mr. Srupeson. What I am driving at, of course, is, in the event Con- 
gress does decide that something should be done about imports, is 
there any way under which it can be or would be restricted other than 
by legislation ¢ 

Mr. Hotman. Congressman Simpson, this import situation, as you 
probably know, has been going on for 25 years. This is not any new 
problem, and I think over the years these charts and my testimony 
show, in my opinion at any rate, that the oil industry has gone along 
and done all right. It seems to me that self-imposed restrictions in 
a thing like that is a much better way of going about it than to go 
to a lot of legislation on it. 

Mr. Suwpson. Yes; but there has been no self-imposed limitation 
in the last couple of years, when, according to my persuasion, serious 
damage has been done. I agree that you do not make that same find- 
ing that there is serious damage. 

Mr. Hotmay. I just do not agree with that. 

Mr. Stimpson. Yet we have oil producers coming before this com- 
mittee alleging quite forcefully that they are not able to do the ex- 
ploration work that they should be doing because, for a couple of 
reasons: First, they are afraid of imports continuing to increase; and, 
second, they do not have the earnings. 

Mr. Hotman. That is just a cinch to be an honest difference of opin- 
ion. I have presented the story that I believe in, and you will have 
to decide which one you think is right, I guess. 

Mr. Stwpson. Yes; we have to make the decision. 

Can we rely on reserves of oil abroad to such an extent that we can 
afford to cut down on exploration here ? 

Mr. Horniman. I think we should have exploration going on here 
and abroad, too, Congressman. I look at foreign reserves as comple 
menting domestic reserves both in peace and in war and I think that 
the oil industry should go ahead as it has done for the past many, 
many years, and develop the crude oil reserves here and abroad for 
expanding marke tS, both here and abroad. 
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I think that is the best protection, both in peace and war, for a 
virile industry as well as for the economy, not only of our own country 
but abroad, which I think is very necessary for peace and war condi- 
Lions. 
Mr. Stimpson. Would you care to state: Do you anticipate big in- 
creases in the importation of — in the next several years? 
Mr. Hotman. We do not; no, si 
Mr. Simpson. Do you with ae to crude oil, if that is a different 
category ¢ 
Mr. Houtman. It defends, of course, altogether on the finding rate 
n this country. 
Mr. Stmpson. Do you subscribe to what was suggested some time 
ago about a division of the growth ¢ 
Mr. Hotman. A division of the growth? 
Mr. Stimpson. Yes; share the growth. 
Mr. Hotman. I do not believe I understand that. 
Mr. Srupson. That was suggested by someone a while ago, and I 
think they meant - new business becomes available to the petrole um 
market, it should be divided between the domestic and the foreign 
veodinien 
[ should have asked the gentleman who suggested it, and I will not 
push it with you, although I would like to know on what percentage 
nd how they would do that, or whether just freehanded competition 
would be the answer. 
Mr. Hotman. The latter would be my idea of the best way to do it. 
Mr. Stmpson. Always subject, though, to the importer’s discretion 
s to whether he should not curtail it, for some reason or other, volun- 
anil’ 
Mr. Horman. As far as we are concerned, speaking as an importer, 
Congressman, we would be the last one in the world ever to wreck our 


own investments here in the United States, for we have, dollarwise, 
greater investments in the United States than we have abroad. So I 
think it is in our own interest to protect our domestic industry, to 


protect the domestic investments. 

Mr. Srapson. You will not wreck your own business, and you do not 
wreck your own by shipping in residual oil, because you do not have 
much of that here. 

Mr. Hotman. Oh, yes, we do. We produce more residual oil here 
than we do abroad. 

Mr. Stwpson. Do you not buy it abroad and ship it in, that which 
you do not make? 

Mr. Hotman. No. The amount of domestic fuel oil produced 
domestically by us, I imagine—I haven’t checked the figures recently, 
but I imagine we produce more domestic residual oil in the United 
States than we do in the Caribbean area. Certainly I think we pro- 
duce more than we ship in. 

(Mr. Holman later submitted the following information :) 

STANDARD OIL COMPANY OF NEW JERSEY, 
New York, N. Y., May 20, 1953. 
Mr. GorDAN GRAND, Jr., 


Clerk, House Ways and Means Committee, New House Office Building, 
Washington, D. C. 
Dear Mr. GRAND: On Wednesday, May 13, 1953, I testified before the House 
Ways and Means Committee on H. R. 4294, the rome m bill, and I refer you 
to the portion of my testimony appearing in the transcript partly on page 1985 
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and partly on page 1986. I commented, in connection with the production of 
heavy fuel oil by the Jersey affiliates that I had not recently checked figures but, 
since that date, I have checked and would like for the accurate figures to be 
made a part of the record. They are as follows: 

The total production of heavy fuel oil for the year 1952 by Jersey affiliates 
in the United States amounted to 121,700 barrels daily. Imports by Jerse) 
affiliates in. 1952 were 150,000 barrels daily. 

Sincerely yours 







































EUGENE HOLMAN. 

Mr. Simpson. Is it true that the oil from abroad—I refer to residual] 
oil—is a waste product if it were not for the market available in the 
United States? 

Mr. Hotman. No; no such thing as a waste product. 

Mr. Stmpson. Is it true that the price jumps up and down and is 
kept just low enough to take the coal market ¢ 

Mr. Hotman. No, sir. As I cited in my testimony, our residual oil 
sells in the United States to our customers at precisely the same price 
that domestic residual oi] is sold to our customers. 

Mr. Stmpson. That would be natural. 

Mr. Houtman. Yes, sir. 

Mr. Srupson. Otherwise, what would you do with the American 
residual oil if you took the market value of the imported? You would 
have to keep the price the same there. 

You also have residual oil, that which remains after you make 
gasoline and other derivatives, do you not / 

Mr. Hotman. That is right, sir. 

Mr. Stimpson. | have lots to learn about the oil business. Thank 
you very much. 

The Cuamman. Any other questions? 

We thank you very much for your contribution. 

Mr. Hotman. Thank you, sir. 

The Cuatrman. The next witness is Mr. R. G. Follis, chairman of 
the board of Standard Oil Co. of California. 

Mr. Follis, if you will just give your name and the capacity in which 
you appear for the record, we will be glad to hear you. 


STATEMENT OF R. G. FOLLIS, CHAIRMAN OF THE BOARD, STANDARD 
OIL CO. OF CALIFORNIA, SAN FRANCISCO, CALIF. 


Mr. Fotis. R. G. Follis, chairman of the board, Standard Oil Co. 
of California, San Francisco. 

I welcome the opportunity to appear before your committee to 
present the views of Standard Oil Co. of California on the important 
subject of petroleum imports into the United States. 

Our company is op posed to the adoption of the Simpson bill insofar 
as it bears on quota limitations that may be imposed on petroleum 
unports. 

Our reasons for taking this position are: 

Petroleum is one of the most vital of all commodities, both for the 
domestic economy and for military use. The United States is con- 
suming its reserves at a much faster rate than other important pro- 
ducing countries. The potential productive land area in the United 
States is considerably less than in the balance of the world; we have 
only a fraction of the lands favorable to oil production. Yet, in spite 
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of years of carrying a large portion of the world’s production, we have 
ome 25 percent of remaining discovered reserves, and we currently are 

producing over half of the world’s oil. 

- Stated in other words, the extreme energy and ingenuity of Ameri- 
an industry have already uncovered many times the reserve per square 
ile of possible territory as compared with the rest of the world. Yet 

we are producing our present proved reserves more than five times as 

fast as the very large reserves of the Middle East. 

or example, the Middle East (exclusive of Iran) is currently pro- 
ducing less than 1.5 percent of reserves each year. In comparison, the 
United States, at 8.1 percent, is drawing heavily upon underground 
torage. Consequently, we have a relatively low backlog for emer- 
vency use in the very areas which are the safest from enemy aggres- 

ion. California, at 9.4 percent, is producing to full capacity. 

T iad considerations convince us we should husband our irre place- 
ible reserves of petroleum as much as possible consistent with main- 
taining a dynamic domestic industry. This latter is necessary in order 
to assure a Vigorous exploration program which would continue to 
inlock our hidden reserves as those already discovered are exhausted. 
[t is necessary that we havea sound foreign industry that will not only 
augment our domestic supply as needed, but will supply our allies in 
the free world with their requirements of this vital commodity. In 
iddition, we require a cushion provided by substantial foreign produe- 

on to assure the free world’s supply of this essential commodity in 
the event of war. 

To have the necessary cushion of productibility readily available in 
other countries, a reasonably stable economic situation must exist for 
the development of the oil industries in such countries. This cannot 
take place if the outlets for their oils are turned on and off as we have 
a need for such oil in the United States or as the need for supplies 
subsides, as it does from time to time. 

Further, the damage to the economies of the large oil-producing 
countries of the world, if they cannot dispose of reasonable amounts 
of oil in the United States, would have serious worldwide repercus- 
sions from many angles. 

American oil companies have demonstrated an unusual ability with 
the aid of American know-how to find and develop oil throughout the 
world. This poses difficult problems. 

foreign venture by Americans involves the investment of vast 
sums of money before a single barrel of oil can be delivered to the 
market. It also involves the responsibility of being good citizens in 
foreign countries. The income accruing in the case of many of these 
countries from such an operation soon forms the very heart of the 
economy of that country—standards of living are raised—education 

Is improved—their dollar income is used to buy a vast variety of goods 

and services from the United States and other countries. Having 

over the years developed this source of supply which has become not 
only an important part of the economy of the country, but also of 
immeasurable value to the United States and the free world, we have 

a far-reaching obligation in that area. 

To impose import quotas against the principal products which 
these friendly nations sell us could only result in tearing down rather 
than building up their good will toward us. It could well lead to 
82604—53——82 
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creation of artificial barriers against the many American commod- 
ities they now purchase. 

The American consumers of petroleum products—the public, in- 
dustry, and the military services—have the greatest possible stake in 
this proposed legislation. It is simply not in the interests of these 
millions of consumers to set up artificial import barriers. The con- 
sumer fares best, as to the prices he pays for finished products, when 
all potential raw material sources can seek a market in all potential 
consuming areas. If heavy restrictions were placed on imports—be 
it quotas, higher tariffs or other controls—it should be obvious that 
artificial forces would be exerted in the direction of higher prices for 
crude oil and its products beyond those inherent to a free market. 

We are also opposed to legislation of the type in the proposed bill, 
because it destroys the flexibility so necessary in an industry such 
as petroleum in meeting rapidly changing conditions in the markets, 
many of which are entirely unpredictable. I shall discuss this fur 
ther in a few moments. 

In short, it is the belief of our company that the interests of all of 
the people in the country and all of our industries are served best by 
the natural and free actions of economics, restricted only by that gov- 
ernmental regulation which serves the broad public interest. We 
believe that the secret of America’s continued success lies in this 
concept. 

We therefore believe it is in the national interest to import all pe- 
troleum that can be brought in without damaging the domestic 
industry. 

We feel this very strongly despite the fact that Standard Oil Co. of 
California’s prime interests are within the borders of the United 
states. 

We are one of the largest crude oil producing companies in this 
country. This year, we expect to produce from domestic sources a 
total of about. 300,000 barrels daily. 

We have confidence in the economic climate for the United States 

producer to the extent that we plan to spend $114 million on domestic 
exploration and development this year, about the same as 1952 and 
60 percent higher than in 1950. _ 
Our company’s financial position is concentrated in the United 
States. By far the greater part of our assets is in the United States. 
Our company’s success, its growth, and its stability are all dependent 
on the future health of the oil industry in this country and the con- 
tinuance of growing markets at a fair price for the crude oil and pe- 
troleum produce ts which emanate from American oilfields. 

So I reiterate that in spite of our position in this country, we 
believe that adoption of this bill would be a grave mistake, and that 
“ imports should be allowed to come in freely to the extent possible 

ithout injuring the exploration and development efforts of the 


soa ‘stic industry. 

In view of the preceding reasons for our opposition, we have con- 
sidered the necessity for legislation of the type of the Simpson bill in 
the light of the present condition of the industry in the areas in which 
our company operates. We have attempted to determine if there 
have been indications that imports at the present and projected 
levels are seriously ret: arding the normal vitality and activity of our 
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industry—in other words, if a situation exists which might warrant 
extreme measures such as are now proposed. 

East coast : Although our principal area of domestic operation is the 
west coast and it is in that area that our company is most vitally 
interested in imports at the present time, we do operate on the east 
coast and midcontinent areas. We have plans to import about 51,000 
barrels per day of light gravity crude oils in 1953 for use in our re- 
finery at Perth Amboy, N. J. Most of this crude oil will be pro- 
duced by Arabian American Oil Co. in which we have a stock interest. 

We are also importing in 1953 an estimated 16,000 barrels daily of 
a viscous heavy crude oil which we produce in Venezuela. This is 
a special crude ideally suited to the production of asphalt for paving 
highways and other uses. This raw material is typical of crudes that 
are completely different from the general utility oils used in refining, 
but which are nevertheless essential to the national interest. 

Whereas I am sure we could get refinable crude equivalent to present 
imports for our use in the United States at the present moment, the 
mportation of our foreign crude involves long-term commitments 
which must be given serious consideration. We have not only long- 
term investments such as ships, refining facilities and terminals spe- 

uly built for this service, but also obligations that carry back to the 
producing countries themselves, and we do not feel they should be 
ce prived of this market whieh was developed in good faith without 
most serious justification. We believe it is clear that no such justifi 
cation exists. The condition of our own producing subsidiaries east 
of the Rocky Mountain area does not indicate it, nor do general indus 
try yardsticks usually sensitive to the economic climate of our 
ndustry. 

For example, figures published by the Interstate Oil Compact Com 
misison show that the number of geophysical crews operating in the 
United States in January and February this year averaged 713, com 
pared with 627 in the first 2 months of 1952 and 485 a year prior to 
that. The United States Bureau of Mines reports that the total num 
ber of well completions in the United States in the first 2 months of 
1955 was only sheht ly lower thana year earlier. 

Another indication of actual exploratory activity is the continuing 
shortage of geologists and geophysicists, which shows no indication 
that the oil industry is curtailing these activities in any substantial 
scale. j 

As a matter of fact, all these activities continue at exceptionally 
high levels related to our past history. We contend that fluctuations 
in such activities are caused, not by imports of the size presently ex 
istent, but rather by basic economic conditions within the oil industry, 
by such conditions as steel shortages which still continue in some 
degree, and on occasions by fluctuations in the general business 
situation. | 

Development drilling, which is often confused with exploratory 
drilling, 1s also subject to fluctuations independent of imports and 
often related only to the irregular sequence with which discoverie 
come in. A bunching of large discoveries at any time will result in a 
major burst of drilling, and vice versa, without regard to other 
factors. 

The recent reductions in allowables and production in Texas are 
no new phenomena. Such declines have been characteristic for a 
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number of years, and principally reflect the large seasonal reduction 
in oil consumption which occurs from winter to summer. Such a 
decline is presently thought to be on the order of 800,000 barrels 
daily. 

Furthermore, in the present year, such reductions have been ampli- 
fied because of an abnormally warm winter, following production in 
some of the later months of 1952 which was high due to making up 
for shortages caused by the strikes in 1952. 

Whereas it is impossible to predict how the many variables that 
bear upon the economy of the industry will affect the oil companies 
operating east of the Rockies during the immediate future, we see no 
evidence that imports have resulted in serious effects of a magnitude 
that could be said to be in any way damaging to the national interest. 

West coast imports: As I stated earlier, our prince ipal area of opera 
tion is the west coast. Here, the problem of imports is much clearer, 
as in this area their need at the present time is vital. Petroleum de 
mand on this area is approximately 1,200,000 barrels daily, or over 
one-sixth of the total United States demand. 

Domestic crude oil production to serve this area comes almost en 
tirely from California oil fields. These fields are operating at the 
highest rates possible using sound engineering practices—California 
has no producible reserve available for production. Despite the in- 
dustry’s efforts to find and develop additional supplies, demand has 
overtaken production. The rapid increase in population and growth 
of industry in the West and the Korean war have combined to ac 
celerate demand, thereby widening the gap between supply and 
demand. 

Not only has the industry sought additional reserves in California, 
hut intensive efforts have been made to find crude oil in Arizona, 
Nevada, Utah, Idaho and Washington. Despite these large expendi- 
tures, extremely limited success has been attained to date. 

Domestic oil has been moved into the Pacific coast market to the 
extent that it has been economically feasible through expansion of 
outlets for Montana, Colorado and Texas oil into areas formerly sup- 
plied from California. 

These steps have not been sufficient, however, and it has only been 
aang heavy imports of oil from the Middle and Far East that 

California has been able to meet the requirements of its domestic 
economy as Well as the most vital portion of the military demand 
during the last 2 years 

Unlike the balance of the country, the Pacific coast is without im- 
portant coal reserves or production. The energy requirements of 
this area must come almost entirely from oil, gas, and hydroelectric 
power. Ships in domestic and foreign commerce must be fueled with 
oil. Because of the Korean war and other activities in the Pacific, the 
military services have placed demands upon our western oil industry 
entirely disproportionate to our supply. 

It is significant that California oil reserves are being produced at 
a rate higher than other substantial producing areas in the world. 

Under these conditions of full production and unsatisfied demand, 
crude oil must continue to be imported into California. Such im- 
ports do not injure the domestic producer whose capacity production 
is finding ready buyers. 
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The history of the oil industry has been one of substantial change 
. to the erratic manner in which oil discoveries are made, as well 
changes in the market which are of temporary nature but are never- 

ieless sometimes severe. An example of this situation occurred i 

49 when California was faced with a temporary surplus.of pertro- 

um. Such a situation can repeat itself as it has done many times 

‘fore. For example, the clarification of the ownership of the tide- 
inds will open up opportunities for oil discoveries of a major char- 

ter that might well reverse this situation for several years in Cali- 
fornia. In spite of this, however, it seems evident that the long-range 
overall trend is toward shortage of supp rly of one degree or another 

this important area. 

Legislation establishing quotas related to prior periods of con- 

mption creates inflexible barriers. As 1 have mentioned before, 

e oil industry requires great flexibility. In addition to cyclical 

inges in the supply and demand balance, management’s efforts must 

continually directed toward meeting day-to-day changes of 
najor character. 

Legislation of the type now before us, fixing quotas related to pre- 

is consumption, would strangle the oil industry in attempting to 
re for consumers. 

Che availability of imported oil to help meet the requirements of 
the west coast during the last 2 years has been of vital importance. 
\t the present time and for the immediate future, this requirement 
snot diminishing. The need for this availability will no doubt vary 

dely in the future as it has in the past, but to set up inflexible bar- 

ers 1s to endanger the economy of our area 

In conclusion, we maintain that legislation such as that embodied in 

e Simpson bill is not in the best interests of the Nation, its indus- 
tries, and its consumers. It further is not in the best interests of many 
ountries of the free world, both large and small, whose welfare is of 
oncern to us all. 

We maintain that freedom for imports on the west coast is indis- 
pensable to meeting the demands of consumers in that area, and that 
no damage to California producers is taking place. Moreover, flexi- 
bility for meeting not only day-to-day changes, but cyclical varia- 
tions as well, is most esential. We likewise believe that imports of 
Venezuelan asphalt crude fall into a speical category. 

We believe that imports east of the west coast are not impairing 
the ability of the industry in that area to carry forward its opera- 
tions in a Vigorous manner. 

For the reasons I have outlined, we maintain that under present 
conditions the greatest good for this country and the free world is 
served by permitting foreign crude oil to be imported into the United 
States without the restrictions contained in the bill under consid- 
eration. 

Thank you for the privilege of appearing before you. 

The CuHarrman. Does that conclude your remarks, Mr. Follis? 

Mr. Fouts. Yes. 

The Cuarrman. We thank you, sir, for your presentation. 

(re there any questions ? 

There are no questions. We thank you very much. 

The next witness is Mr. J. W. Foley, vice president and assistant 
to the chairman of the board, the Texas Co. 








1288 TRADE AGREEMENTS EXTENSION ACT OF 1953 


If you will just give your name to the reporter, and the capacity in 
which you appear, we will be very glad to hear you, sir. 


STATEMENT OF J. W. FOLEY, VICE PRESIDENT AND ASSISTANT 
TO THE CHAIRMAN OF THE BOARD OF THE TEXAS CO. 


Mr. Foutey. Mr. C pea un and gentlemen of the Ways and Means 
Committee, my name is J. W. Foley. I am vice president and assist 
ant to the chairman of the board of the Texas Co. The company 
which I represent is one of a number of American oil companies im 
porting crude oil from foreign sources into the U ntied States. It has 
a direct interest in any proposal to fix by legislation the amounts of 
petroleum that shall be imported. I am convinced that — loss of 
Hexibility which would result from the passage of H. R. 4294 would 
be detrimental both to the American domestic economy and to the in 
ternational position of the United States. 


HISTORY OF WORLD OIL DEVELOPMEN' 


In order to obtain a proper perspec ive on the linportant issues be- 
fore this committee, it will be use ae to review the history of world 
oil dovelovments i American companies, and the position of the 
United States as a net importer or exporter of oil. Briefly, we have 
had a condition of oversupply followed by a shortage of petroleum, 
vhich cyele has continued to repeat itself many times throughout the 
ife of the petroleum industry. 

It was said at the end of World War I that the Allies floated to vic- 


\ 
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tory on a sea of oil. This was the period (1915 through 1918) when 
the total world production of oil was about 470 million barrels per 
vear, with the United States producing about 67 percent. America 


then produced more oil than she could use at home. 

Following World War I, a period of shortage occurred. America’s 
demands were increasing almost daily. Domestic production, depleted 
during the war, could not keep pace and the United States was a net 

nporter from 1920 through 1922. The American Government en- 
couraged American companies to obtain and develop oil concessions 
xbroad. American companies acquired concessions in Venezuela, Co- 
lombia, and - ‘xico. Our State Department helped American inter- 
ests to obtain parity treatment with the British and, consequently, 
large and now valuable concessions were acquired in the Middle and 
Far East. By 1919 Mexico had become an important oil-producing 
country, and a considerable amount of Mexican crude was brought 
into the United States to relieve the post-World War I shortage. 

It was high Government policy t that encouraged and even “urged 
American-owned foreign production and its importation to supple- 
ment domestic supplies. 

The domestic supply picture began to change again in the late 
twenties, due to favorable results from the application of prerreee 
equipment, which aided in the location of many new oilfields. In 1930, 
without the aid of modern scientific equipment, the huge east Texas 
field with its estimated 5 billion barrel crude oil reserve was discov- 
ered. 

There followed an adequate-to-oversupply of domestic crude during 
the time of a decrease in demand due to the depression. Much waste 
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occurred, following which several of the States passed legislation to 
sromote conservation of our natural mineral resources. The wisdom 
of this action was later proven when the industry was prepared to 
deliver vitally needed oil in large quantities for our military require- 
ments. Although Ame! rica was still a net exporter of crude oil and 
products, tariff restrictions were imposed on imports, and such crude 
as continued to come in was largely for specialty products. 

However, it was still necessary for the companies which had gone 
abroad and obtained oil concessions to continue with their develop- 
ment. As a result, concessions in Venezuela, Colombia, as well as 
those in the Eastern Hemisphere, were developed. This had to be 
done not only to protect the large investments which had already 
been made, but, looking to the future, to safeguard our military 
security and the interests of the American consumers in their future 
needs for petroleum. 

2 is indeed fortunate that the oil companies operating abroad did 
ontinue their development activity as this course made available a 
irge soietert reserve of productive capacity which was needed and 
tilized by our Armed Forces throughout the world. 


WORLD WAR II 


Phen came the next important phase—World War II, the mechan- 
zed war, which brought hitherto unheard-of demands for petroleum 
products. By 1944 total world oil production had jumped to an all- 
ime high of about 2,600 million barrels, with the United States sup- 
plying about 65 percent. However, before this time, even as far back 
1s 1941, oil was becoming increasingly difficult to locate in the United 
States. Fewer seismic structures were being found, and those found 
were at creater de »pths. 

At about this time, several American companies stepped up their 
exploration, production, and refining in foreign countries. Some 
even risked the construction of refineries in the war-endangered Mid- 
dle East area. 

It was with the outbreak of war, and the long years of waging it 
to a suecessful conclusion, that the value of American-owned foreign 
oil became evident. The foreign oil of the American companies 
which had risked, and were continuing to risk, huge capital expendi 
tures abroad, made a great contribution to the war effort. 

fact, the availability of crude oil from potential production in 

this country and fesian, countries, through the foresighted action 

American companies in prewar years, facilitated immeasurably 

the Allied success in the war, shortened it, and thereby saved many 
lives. 

This was recognized in January 1947 by the Senate’s Special Com- 
mittee Investigating Petroleum Resources, in its report to the Senate: 

The discovery, development, and utilization of petroleum in modern times 
was one of the principal factors which prior to World War II had made the 
United States the greatest industrial Nation * * *. It is not too much to say 
that the evolution of modern industrial civilization and its preservation from 
Nazi totalitarianism may be attributed in very large measure to petroleum, to 


the American oil industry, and to the teamwork between industry and Govern- 
ment, 
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AFTER WORLD WAR II 


During the immediate postwar years and through 1948, demand 
continued to increase rapidly. Every available t: anker was pressed 
into service to transport oil, and the threat of acute shortage again 
arose. Leaders in the petroleum industry urged conservation of 
products. The Secretary of the Interior called for conservation of 
crude oil and petroleum products and went to great lengths to pre- 
vent the conversion of industry to oil where other fuels were available. 

The National Petroleum Council, in April 1947, appointed a Com 
mittee on Military and Government Petroleum Requirements to make 
plans for an adequate oil supply for the Army, Navy, and Air Force. 
Governors of the Eastern States set up petroleum administrators to 
see that available products were equitably distributed. Many investi- 

gations by congressional committees were conducted. In fact, Govy- 
ernment control of the industry was threatened. 

The true nature of the Russian menace had by this time become 
most apparent. The Deputy Chief of Naval Operations told a com- 
mittee of Congress on January 21, 1948: 


* * * Petroleum is the most critical logistical matter in our entire secu 
rity. * * * If our living standards as well as our security are not to be limited 


by an economy of scarcity, we must insure the long-term continuation of our 
foreign sources of supply. 

If the oil of the Middle East and the oil in the ground of the Western Hemi- 
sphere are vital factors in our welfare and security, then I believe that our 
foreign policy * * * must be firmly and resolutely shaped toward insuring our 
necess to these all-important petroleum sources. 

That the Communists recognized the importance of access to ade- 
quate oil supplies was made clear in a statement by the Russian dic- 
tator, who said: 

The possession of the most oil will determine who will command world in 
dustry and trade. * * * It (oil) constitutes the principal nerve of the entire 
economic and military activities of the world powers. 

America again became a nét importer of oil in 1948, and it once 
again became high Government policy to encourage and even urge 
American-owned foreign production and its importation. 

With the active encouragement of the Administration, Government 
agencies, the American petroleum industry, and the consuming public, 
every company in a position to do so inc reased its crude-oil production. 
Refineries, requiring years to build, were planned and construction was 
undertaken. Existing refineries were expanded to increase capacities. 
There was a shortage of tankers and therefore companies either made 
long-term charters of new tankers to be constructed or contracted for 
the construction of new tankers for themselves. American oil com- 
panies entered into long-term agreements with foreign governments 
and accelerated the pace of exploratoin and development of their con- 
cessions abroad. 

These measures could not be accomplished overnight. They were 
undertaken to discharge the obligation of supplying, on a long-term 
basis, the petroleum needs of the American people. Most certainly 
there would have been large unsatisfied essential requirements, even 
human suffering, but for the : availability of crude and finished prod- 
ucts from South America and the Middle East, to meet not only Amer- 
ican but also world needs, including those of the so-called Marshall 
plan countries of Europe. 
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NEW CLAIMS OF OVERSUPPLY 

The very success of these intensive efforts to meet the oil shortage 
inevitably resulted in claims of oversupply. Charges were made then, 
as now, that imports were harmful to domestic production. 

It was about this time that the National Petrolelum Council adopted 
a policy on imports: What has come to be known as the supplement, 
not supplant policy, which has been so generally endorsed by all 
elements of the petroleum industry. This statement read in part: 

The Nation’s economic welfare and security requires a policy on petroleum 
imports which will encourage exploration and development efforts in the domestic 
industry and which will make available a maximum supply of domestic oil to 
meet the needs of this Nation. 

The availability of petroleum from domestic fields produced under sound con- 
servation practices, together with other pertinent factors, provides the means 
for determining if imports are necessary and the extent to which imports are 
desirable to supplement our oil supplies on a basis which will be sound in terms 
of the national economy and in terms of conservation. 

The implementation of an import policy, therefore, should be flexible so that 
adjustments may readily be made from time to time. 

We underscore the last sentence of this statement, in its declaration 
that the implementation of the “supplement, not supplant” policy shall 
be flexible. 

The wisdom of the “flexibility” policy on imports was almost im 
mediately apparent. ‘The Korean war broke out in June 1950, and 
once more our Government became deeply concerned over the tighten- 
ing of the world oil-supply situation. The shortage was further ag- 
gravated in mid-1951 when the Iranian shutdown deprived the free 
world of that major source of oil. 

There was immediate and full response throughout the petroleum 
ndustry. Production was stepped up rapidly to record levels in other 
Middle East countries, and domestic production was increased to meet 
the demand here and abroad. Without this flexibility, the economic 
recovery of friendly foreign nations would have been seriously im- 
peded, and the military security of all the free world would have been 
in jeopardy. 

Despite the loss of Iranian production, free world production totals 
by 1952 had jumped to a new alltime high of more than 4 billion barrels 
a year, of which the United States was supplying domestically only 
55.8 percent, a new low. 


THE CURRENT PRESSURE FOR RESTRICTIONS 


Now, once again, pressures are being brought to bear for legislative 
limitations due to concern over conditions which are even now being 
alleviated. But, I feel quite strongiy that with the existing flexibility, 
and freedom to act promptly, any oversupply which may exist in cer- 
tain areas today is definitely temporary. Even at this time, domestic 
crude continues to be in short supply on the west coast. In fact, of 
the total increase of 86,000 barrels per day of crude imports from 1950 
to 1952, about 32,000 barrels per fan were imported into California. 
What is being viewed with alarm as a possible oversupply on the east 
coast is sure to be followed by another period of shortage. 
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BASIS OF CURRENT CLAIMS OF AN OVERSUPPLY 


It is worth inquiring, therefore, as to the basis of the present claims 
of an oversupply of crude oil and products—for instance, the fear of 
a decline in domestic drilling. The Petroleum Administration for 
Defense recently pointed out that the steel strike last year resulted in 
the loss of practically a full quarter’s production of oil-country tubu- 
lar goods, slowing the rate of drilling of new wells. 

Act ually, the footage of holes drilled increased annually throughout 
this period. In 1948, the footage drilled was over 137 million, and 
climbed to some 138 million in 1949, to over 159 million in 1950, ex- 
eeeded 172 million in 1951, and then was over 187 million feet last year. 

The number of well completions kept pace, jumping from nearly 
40,000 in 1948 to nearly 46,000 in 1952. The number of wildcat com- 
pletions had jumped from 6,877 in 1948 to 10,552 in 1952. 

Not less important, in the last two categories, the pace seems to be 
holding reasonably well in the first 3 months of 1953. The figures are: 
Well completions, 10.983, as compared with 11,418 in the first quarter 
of 1952, a decrease of less than 4 percent; wildcat completions, mean- 
while, increased to 2,584, against 2,457 in the same period last year. 

Most significant of all is the fact that on April 1, 1953, our figures 
showed that the industry was operating 703 geophysical parties—whose 
work necessarily precedes actual drilling by several years—as against 
673 parties in the field a year earlier. Certainly this is a clear indi- 
cation of increased exploration activity on the domestic scene. 

It requires many years to discover and develop oilfields. What we 
need for tomorrow must be developed yesterday—or the day before 
yesterday. If a slump exists—or more than a slump—it could be a 
matter of extreme importance to this country, but the facts do not seem 
to warrant pessimism. 

The Texas Co. yields to none in its recognition of the importance of 
domestic resources. About 80 percent of its total assets are located in 
the United States. Other domestic oil companies importing from 
foreign countries are more or less in the same position. 

It would certainly be unwise for any of these companies to do any- 
thing in the field of imports which would impede the development of 
their own important domestic holdings. 

Just as unwise, in my opinion, would be the proposed governmental 
regulation of imports, which could react to impede the industry” s abil- 
ity to cope with the country’s ever-increasing demand for petroleum 
products. The industry’s prospecting effort in the United States, de- 
spite the enormous sums spent, has not in the last few years met with 
success commensurate with the effort. It is too soon to determine 
whether or not this is a temporary condition, but it does suggest that 
caution be exercised when tampering with the Nation’s supply of crude 
oil, 

The demand picture also appears to be a source of some of the 
fears which have been expressed. Certain segments of the industry 
have come to accept a continually and sharply rising demand for oil 
products as the normal state of affairs, and to look upon any less rapid 
rate of growth asa signal of danger. 

The boom years of 1950 and 1951, marked by the industrial buildup 
for the Korean war, seem to have served to mislead some elements in 
the industry and to undermine confidence—leading apparently to the 
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present concern over the impending possibility of an oversupply. In 
1950, the rate of increase in demand was phenomenal—being no less 
than 12.1 percent. In 1951, it was still high—being 8.2 percent above 
the 1950 demand. 

The fact that seems to have discouraged some parts of the industry 
and to have driven them to press for a limitation of imports through 

gislative fiat is that the 1952 rate of increase over 1951 was only 3.4 
nonoaa. 

It has not been sufficiently visualized, however, what even this last 
figure represents in barrels or gallons. Even 3.4 percent represents 
95 million barrels per year—in gallons, a total increase of almost 4 
billion. 

The 1953 increase, as estimated by the Petroleum Administration 

w Defense, will be 5.6 percent above that for 1952—or the immense 
total of about 140 million barrels. 

Thus, there is no real ground for apprehension. The American 
economy is dynamic and expanding. Population is expanding stead- 
ly. Farm mechanization is increasing. Diesel locomotion, house- 
hold and building heating, and marine requirements, are all expand- 

¢. There are growing markets in the generation of electric power, 
urban mass transportation and general industrial requirements. 

In an economy continually growing to meet the needs of mounting 
population, it can be safely assumed that any apparent oversupply of 
petroleum will be eaten up by the very rate of growth which has typi- 
fied petroleum demand trends through many years. 

i le xibi lity, and not shackling restrictions through legisl: ation, is the 
sential factor in the balancing of supply and demand. 


IMPORTANCE OF FOREIGN OIL 


Militarily, we are living in an era of tension and uncertainty. It 
is also a period in which mechanization and the scientific approach to 
defense and attack exceed anything we have —. before. Speed 
and mobility—the jet airplane, the ship, the submarine, the tank, the 
truck—are at the heart of our military security preparedness. Oil 
- oil products are the lifeblood of that spe ed and mobility. It is 
clearly certain that we could not satisfy from domestic sources alone 
the enormous appetite for oil represented by United States and free 
world defense, added to the requirements of European recovery and 
our own expanding economy. 

Logistic ally, it must be remembered that the important supplies of 
oil from the Middle East went directly to support our armies in Europe 
and Africa during World War II, and that, in the Korean war, 
enormous distances of transport were saved through supplying from 
the same Middle Eastern sources. If these important needs could not 
have been met from Middle Eastern sources, our only alternative 
would have been to supply them from the Western Hemisphere. This 
would have produced a most severe shortage, with oil and gasoline 

rationing and domestic hardship an ine vitable result. It is likely, too, 
that our country’s carefully developed conservation program for pe- 
troleum reserves would be endangered if production had to be stepped 
up sufficiently to meet the exp: anded need from domestic supplies. 

Economically, it must be remembered that it requires vast financial 
resources to develop foreign oil. From the geophysical parties that 
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must do the first work, through all the complex stages before pe- 
troleum products are ready for market, investments are staggering and 
the risks proportionate. Only the financial strengths of so-c: alled in- 
tegrated companies, and the grouped strength, as recently, of smaller 
independent companies, are sufficient to w arrant the undert aking. 

The United States cannot afford to take any action which will 
jeopardize the security of the foreign concessions that have been de 
veloped, nor can she afford to depress the economies of the foreign 
nations who are her allies in the free world. 

Yet such could be the result. Venezuela is a case in point. Our good 
neighbor to the south imports a major proportion of her economic 
products, paying, in her purchases from the United States, in the 
dollars she obtains from her sales of oil. Moreover, she buys more 
from the United States than the United States buys from her—a mat 
ter of prime dollars-and-cents importance to agriculture and indus- 
try in many States of the United States of America. 

The proposed import quotas could depress the Venezuelan economy 
and alienate her friendship. We cannot hope to continue our long 
existent friendship with this great nation if we ignore blindly her 
economic needs. 

Actually, a broader problem is involved: The ability of all foreign 
nations to sell goods in this country in order to earn the dollars with 
which to buy from us the goods they need. 

It is the problem of trade versus aid, and we feel that the former is 
better—and less burdensome to the taxpayer—than the latter. With 
out dollars and a balanced economy, it may be impossible for some 
foreign nations to maintain a standard of living which will keep them 
from falling prey to international communism. Nationalization of 
our foreign-oil resources in such a nation would then be inevitable. 

It was with all these elements in mind, surely, that the present ad 
ministration has called for an extension of the reciprocal-trade 
agreements for another year. The administration must also have 
had in mind that the establishment of import quotas is, in effect, the 
reestablishment of Government controls. We believe that the Presi- 
dent was interpreting correctly the temper of the American people, in 
its repugnance to controls as a method of economic operation, when he 
said recently : 

Our leadership in the free world imposes upon us a special responsibility to 
encourage the commerce that can assist so greatly in bringing economic health 
to all peoples. Such commerce, unhampered by needless and excessive barriers, 
alone can enable the free world to use its manpower, resources, and productive 
facilities with maximum effectiveness, 

The proposed import quotas on oil cut squarely across such a policy 
of sound international relations. 


POSITION OF THE TEXAS CO. 


I believe the policy adopted by the National Petroleum Council in 
1949 should be reaffirmed as United States Government policy, and 
I reiterate the support of that policy by the Texas Co. 

To effectively implement that policy, it is strongly recommended 
the : the following steps be taken: 

Continue to develop the country’s domestic resources and to hold 
a reserve sufficient producing capacity to meet the estimated emer- 
gency requirements of the Government. 
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2. Maintain, develop, and increase American-owned foreign re- 
rves, keeping the market open to foreign oil in order that there may 
continuous production to relieve shortages here or elsewhere. 

3. Avoid congressional or other governmental action which would 
estrict or penalize imports by arbitrary import quotas, additional 
iriff levies, or other devices. 

t. Undertake a thorough study, through competent, experienced 
en whose sole concern would be the national interest, to clarify the 
foreign-trade policy of the United States. Pending such study, ex- 
end the present Reciprocal Trade Act for 1 year. 

The fact is that this country needs both a healthy domestic oil in- 

dustry and a healthy American-owned foreign oil industry. The bal- 
nce between the two may at times appear to be uncertain, but the free 
lay of economic forces is a far better balance wheel than govern- 
mental regimentation or control. 

We must deal with both our domestic and our foreign supplies of oil 

such a way that their development continues unimpeded, and their 

roduction remains available to the free world as needed. This is a 

situation to be handled by business statesmanship and self-restraint in 

e American tradition, rather than by resort to arbitrary restrictive 

easures which can only endanger the public welfare. 

rhat concludes my statement. 

Mr. Curtis of Nebraska (presiding). Mr. Foley, we thank you for 
our appearance here and the information you provided the com- 
ittee. 

Is Mr. C. W. Duncan here? 

Mr. Duncan, if you will give your name to the reporter, and your 

address, and tell us who you are representing, please. 


STATEMENT OF C. W. DUNCAN, EXPORT DIVISION OF LIBBY, 
McNEILL & LIBBY, CHICAGO, ILL. 


Mr. Duncan. Mr. Chairman, my name is C. W. Duncan. I am 

th the export division of Libby, McNeill & Libby, Chicago, Il. 

My company is a general canner of meat, fruit, and vegetable 
products. For over 70 years we have been one of the principal ex- 
porters of American canned foods, starting with the company’s first 
product, canned corned beef, and now exporting a relatively complete 

ne of canned foods, which are sold all over the world wherever 
lollar exchange and other conditions permit. 

My statement very briefly deals only with section 13 of the proposed 
bill, and the impact of that section on American agriculture. I will 
limit my comments to its effect on agricultural exports to only one 
country, using as an example Venezuela. 


[ know little about the industries directly affected by section 13, 
and I make no attempt to appraise the need or extent of the benefits 
that section 13 might give them. It is, I believe, generally accepted, 


ind our Venezuelan contacts emphatically represent, that section 13, 
as now written, will have the effect of seriously limiting the dollar- 
trade balance which Venezuela will have available for purchases of 
American imports. That is where the effect on American agriculture 
omes in. 
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At the present time my company is one of the principal exporters 
of canned foods to Venezuela, and that country is today one of the 
best foreign markets for American canned goods. 

The principal products we sell in Venezuela are: Fruit nectars and 

, packed in California and the Pacific Northwest; canned fruits, 
pa ked In the same low alities: canned meats, packed in Chicago: 
vegetables, packed on the Pacific coast and in the Middle West and 
he es 1 States: pickles, from Michigan, Wisconsin, and Colorado: 
> pa ked } In) Tiling iS and New York: baby foods packed in [llinois 
alifornia; citrus products, from Florida; canned salmon, from 


f rations in the following States: New 
Delaware, Ohio ty diana, Illinois, Michigan, Minnesota, Wis 
Florida, Colorado. California. Oregon, and Washington. 

anning we use produce r representing the production of about 

150 growers, and from : pprox mately 80,000 acres under contract 
Export markets are more important to American farmers and 
growers than the statistics would suggest.’ It is well known that 
me of the principal problems of American agriculture over the years 
been to dispose of surpluses in an orderly manner. Export mar 

kets goa long way toward taking up surpluses of canned foods. With 
out these markets there would be an exaggerated tendency for sur 
pluses, which result from time to time because of unexpected yields 
or the unavoidable errors involved in estimating sales months in 
ulvance, to depress the price of such products out of all proportion 
to the amount of the surplus. Depressed prices of canned goods are 
yen IP tly reflected in lower prices for raw produce the following 
uning season. The availability of export markets for surpluses of 
canned foods may well result in the difference between a profit and a 
loss for the canners and for the farmers and growers supplying the 


’ 
‘company ( ne oO} 


{ 
1 
i 


raw materials. 

Farmers and growers market a large portion of their annual har 
vests through canners and often are guaranteed a cash income which 
helps absorb risks involved in marketing other crops on the fresh 
market. Most of these crops are grown under contract, insuring the 
farmer a market for his entire production at a price agreed upon 
before the crop is planted. Canners pay farmers and growers about 
$1 billion annually. Acreages for most of the 1953 packs are now 
ilready contracted, so that any action which would restrict markets 
during the year would endanger the sale of these packs on a profitable 
basis. 

Other sections of the bill make changes in the peril-point and 
escape-clause provisions, and in the proceedings under section 22 of 
the Agricultural Adjustment Act. These changes are designed to 
protect American agriculture against injurious imports of agricultural 
products. While these changes are not involved in section 13 now 
under consideration, I urge the committee not to lose sight of the fact 
that American agriculture can also be seriously injured by “any pro 
vision that has the effect of cutting off its exports. If the American 
farmer is to have export markets for his products, particularly surplus 
products, then we must be careful not to destroy the purchasing power 
of our foreign customers, for without dollars they cannot buy the 
products of our American farmers. Already lack of dollars has 
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closed or greatly restricted most foreign markets to American canned 
foods and other agric ‘ultural products, and Venezuela is one of the 
few markets remaining where dollars are freely available. 
It is not my purpose to take a position adverse or detrimental t 
ny other industry. In arriving at sound foreign-trade polici les it is 
obvious that all segments of our economy must be considered and fair ly 
treated. I am not now suggesting any ‘di fferent ap yproach. I am only 
urging that in its efforts to make sure we strike a just balance, this 
mommittee ad p clearly in mind the importance of protecting export 
irke ts fo e produ cts ot Oul Ainerican farms. 
Thar k 5 yu, sir. 
Mr. Curris of Nebraska. I would like to ask you, Mr. Duncan, are 
ur exports of fruits and vegetables and meats to Venezuela some- 
th new hich has heen developed since World War If ¢ 
Mr. Duncan. No: it has been in the process of development for 
many years. We have had an export market in Venezuela for many 
years. 
Mr. Curtis of Nebraska. Prior to the war ? 
Mr. Duncan. Prior to the last war: ves, sir. 
Mr. Curtis of Nebraska. You hada ’ sizable volume then ? 
Mr. Duncan. It has grown considerably as the Venezuelan econ- 
my has grown. It i siderably larger now than it was prewar; yes. 
Mr. Currts of Nebraska. But you had a sizable business there before 
the war é 
Mr. Duncan. Yes; in proportion to the rest of our total business, it 
is then relative ly, | hor ile | say, thes ime as it is tod: ly. 
Mr. Curris of Nebraska. We th: ah you for vour appearance here 
and the help you have oiven the committee. 
Mr. Duncan. Thank you, sir. 
Mr. Curris of Nebraska. Are Mr. Proudfit and Mr. Haight here? 
Mr. Provuprir. I am Mr. Proudfit. Mr. Haight was put there as 
n alternate in case I did not return. 
Mr. Curtis of Nebraska. You are the only one making an appear- 
ance, then ? 
Mr. Provuprir. That is right. 
Mr. Curtis of Nebraska. All right. Will you give your name and 
address, and for whom you appear, to the reporter ¢ 


STATEMENT OF ARTHUR T. PROUDFIT, PRESIDENT OF THE CREOLE 
PETROLEUM CORP. 


Mr. Prouprir. My name is Arthur T. Proudfit. I am the presi- 
dent of Creole Petroleum C one . an American organization which, as 
you gentlemen probably know, is engaged in the oil business in Vene- 
zuela, I have spent most of my life in the petroleum industry in 
Latin America. I am grateful for the opportunity to appear here 
during your study of H. R. 4294. 

Adoption of this bill would seriously hurt the economy of Vene- 
zuela, particularly because of the provisions to restrict imports of oil 
into the United States. The bill would also have serious psychologi- 
cal repercussions on Venezuela and on all of Latin America. These 
consequences might be of only academic interest in the United States 
were it not for the fact that they would react, I am convinced, in a 
way to hurt the interests of this Nation. 
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The restrictions proposed in H. R. 4294 would, I feel : 

Be detrimental to the economy of the United States; 

Injure the political and commercial relations between the United 
States and Venezuela as well as other Latin American countries; 

Disturb the climate for American foreign investment ; 

Adversely affect the defense of the United States and the Western 
Hemisphere; and 

Make a propaganda gift of great value to enemies of the United 
States and the free world, who are active in Latin America as they 
are elsewhere. 

To explain why I am convinced this would be so, let me give a 
brief outline of the Venezuelan economy and the part oil plays in it. 

During the postwar period when weak and shaky economies have 
been characteristic of most of the nations of the free world, Vene- 
zuela has been an outstanding example of healthy development. There 
has been great progress in schools, hospitals, communications, agri- 
cultural development, and other projects designed to improve the 
economy and living standards. Venezuela is carrying out, with its 
own funds, important public works and industrial projects which 
many other countries expect the United States to finance through 
Marshall, point 4, and similar aid plans. 

Venezuela today is the second largest oil-producing nation in the 
world. It is the world’s largest exporter of crude oil and petroleum 
products. Next to the United States, it is the most important source 
of crude oil in the Western Hemisphere, both from the viewpoint of 
production and of reserves. 

There are 15 oil companies in Venezuela—most of which represent 
United States investment. The total investment in oil in Venezuela 
amounts to close to $3 billion, and the United States portion of this 
sum represents one of the largest financial stakes of United States pri- 
vate investors in any foreign country. 

The petroleum industry provides about two-thirds of the total 
Venezuelan Government income. Therefore, the economy is substan- 
tially dependent on the condition of the petroleum industry. 

Venezuelan crude oil and products derived from it in Venezuelan 
and Netherlands West Indies refineries represent a substantial por- 
tion of total United States oil imports. If the restrictions proposed 
in H. R. 4294 were imposed today, United States imports of heavy fuel 
oil would be restricted to about 76,000 barrels per day as compared to 
351,000 barrels daily in 1952. On the other hand, imports of crude oil 
and other products would be permitted in a volume which would 
actually exceed the 1952 volume. It can be seen, therefore, that the 
reduction in imports would be borne almost exclusively by heavy fuel 
oil. Since virtually all heavy fuel oil imported by the United States is 
derived from Venezuelan crude oil, it follows that the proposed legis- 
lation would fall most heavily on the Venezuelan economy. To the 
Venezuelans, in fact, it seems that this proposed legislation is aimed 
directly and exclusively at them. 

If the restrictions were imposed, the Venezuelan Goverment would 
sustain a loss in revenue of something over $100 million a year, or 
about 20 percent of its total income. So drastic a reduction in direct 
government revenue would cause a serious interruption in industrial 
and economic progress. And the effect would not be limited to the 
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s of direct revenue. Past experience has shown that reductions in 
il production have a snowballing effect on the Venezuelan economy. 
Speaking as an American profoundly interested in the welfare of 
1y country, | feel that the injuries which H. R. 4294 would bring to 
Venezuela would react to the great detriment of the United States. 

For example, the dollars earned by the petroleum industry in Vene- 
suela have enabled that nation to become one of the best customers of 
he United States in the postwar period. It is estimated that over 
three-fourths of all the dollars available to Venezuela are provided by 
tivities of the oil industry. It should be emphasized that Venezuela’s 
purchases from the United States are made for cash and are paid for 
n dollar currency. Not a cent has come from the United States 
['reasury in the form of aid or credits. Last year alone, Venezuela 
mported from the United States goods and materials valued at over 
3500 million. United States purchases from Venezuela during this 
period were substantially less, amounting to $396 million, of which 
ipproximately 85 percent was accounted for by oil. 

Besides cutting the ability of one of our best customers to buy the 
sroducts of United States’ factories and farms, putting up barriers to 
mports of Venezuela’s oil would affect United States security. 

During World War II, when there was unprecedented demand for 
rude oil and petroleum products, the Venezuelan petroleum industry, 
espite submarine warfare and serious material shortages, succeeded 

increasing production at a time when the United States and her 
illies were unable to supply all petroleum needed for victory. When 

ie war ended, a healthy Venezuelan petroleum industry supplied an 
mportant share of the petroleum required for world recovery. 

More recently, at the outbreak of the Korean war, Venezuela was 
iain called upon to fill a eritical gap between supply and demand 
for petroleum products needed by our fighting forces and defense 
ndustry. When Iranian production was lost at a time when the 
United Nations forces were already short of petroleum products, Vene- 
zela made a significant contribution because of its ability and willing- 
ness to increase production. 

Should petroleu:n supplies from the Middle East be lost to the free 
world, Venezuela would be called upon to supply the needs of most of 
the countries in the Western Hemisphere outside of the United States, 
as well as the requirements of the United States which cannot be 
supplied from indigenous production. 

Venezuela is strategically located. It is closer to Pacific as well 
is to European ports than is our own gulf coast. Ocean routes from 
Venezuela to Atlantic coast ports are virtually the same length as 
from the United States gulf coast. 

Venezuelan oil-producing capacity, backed by ample reserves. to- 
vether with existing refining capacity in V enezuela and the Nether- 
lands West. Indies, are of vital importance to hemisphere security. 

However, Venezuela’s contribution has not been limited to times 
of war or threatened war. For instance, dur ing the winter of 1947-48, 
when exceptionally severe weather threatened oil short: ages on the 
east coast of the United States, imports from Venezuela were a critical 
factor in bridging the difficult period. 

The effects that H. R. 4294 would have on the economic life of Vene- 
zuela would almost certainly mean the loss of friendship of a nation 
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which has been one of our stanch supporters in peace and war. The 
good relations which have existed between our two countries would 
certainly be jeopardized by any action on our part to hamper Vene- 
zuela’s ability to sell its most important product here. 

It is not reasonable to impose restrictions on Venezuelan imports 
when oil production is plentiful and then hope that Venezuela will 
provide additional crude and products when the economy of the United 
States or the security of the Western Hemisphere are threatened by 
shortages. The Venezuelan oil industry is healthy enough to weather 
normal changes in petroleum demand, but it could not prosper if arbi- 
trary prohibitions restrict its access to a considerable portion of one 
of its most important markets. 

As you will recall, a trade treaty was negotiated with Venezuela 
last year. In exchange for lowering the tariff on Venezuelan crude 
oil and petroleum products imported into the United States, Vene- 
zuela lowered its tariff rates on certain classes of goods manufactured 
in the United States. Adoption of H. R. 4294 would undoubtedly 
be regarded in Venezuela as a unilateral breaching of this solemn 
agreement less than a year after its conclusion. In my opinion, this 
would deliver a severe blow to our country’s prestige. 

You may be sure that my mention of these dangers is not based on 
conjecture. The introduction of H. R. 4294 and other bills before 
Congress has already caused serious concern. Scores of articles have 
appeared in leading Venezuelan newspapers expressing anxiety about 
attitudes in the United States which, it is assumed, these actions reveal. 

Besides the effects which passage of this bill would have on Vene- 
zuelan public opinion, it would, I believe, produce great loss of prestige 
for the United States throughout Latin America. It i, very 
probably be regarded as showing that our own country, while working 
for greater international cooperation on one hand, would abandon 
those principles whenever temporary conditions made such action 
seem advantageous. 

One of the reasons frequently given for restricting imports into 
the United States is to protect domestic industries against a so-called 
flood of goods produced by cheap foreign labor. I assure you that 
Venezuelan oil production is not cheap. 

Oil fields in Venezuela are usually found in isolated, uninhabited 
areas. Many oil camps had to be carved out of tropical jungles and 
swamps. Since there were no established communities in these areas, 
the oil companies have had to build and maintain housing, hospitals, 
schools, roads, powerplants, churches, commissaries, water plants— 
facilities which are seldom required to be furnished by the petroleum 
industry in the United States. Obviously, the costs of these installa- 
tions do not make for cheap oil. 

A large item in the cost of producing oil in Venezuela is imported 
materials and equipment. There are no local supply houses such as 
exist in oil regions in the United States. Consequently, the oil com- 
panies must maintain their own warehouses, material handling fa- 
cilities, and large stocks of equipment and spare parts which the 
United States producer can obtain on short notice from outside sup- 
pliers. The investment in these items is large and the costs of material 
delivered in Venezuela, including freight, handling, and warehousing, 
are a good deal higher than in the United States. 
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Finally, payroll costs in the Venezuelan oil industry are substantial. 
In the case of Creole, they amounted in 1952 to an average of $6,359 
per employee. Of this amount, $4,802 was in cash as take-home pay, 
and $1,557 was the cost of benefit and welfare items which are required 
by labor law and collective contract provisions. 

‘I have attempted to give you the viewpoints of an American oilman 
in Venezuela on the proposed legislation you are now considering. 
On the basis of my observations and of my experience in Latin Amer!- 
ca, I can say that, in my opinion, passage of this bill would: 

Substantially reduce one of the most valuable export markets of 
the United States; jeopardize investments abroad by United States 
citizens; weaken the defensive potential of the United States and 
the Western Hemisphere; and give aid and comfort to anti-American 
sroups throughout Latin America. 

That concludes my testimony, Mr. Chairman. 

The CuamMan. We thank you very much for your very fine presen- 
tation, sir. 

Mr. Provuprrr. Thank you, sir. 

The Cnarmman. The next witness will be the Honorable Jerry 
Voorhis, executive director, Cooperative League of the United States 
of America, Washington, D. C. 

We are very pleased and honored to have you here as a former Mem- 
ber of the House of Representatives. It has been a great pleasure 
for me to serve with you, and we are very glad to have you here. 

Mr. Voornis. Thank you very much, Mr. Chairman. 

The Cuarmman. If you will state your name and the purpose of 
your appearance here, for the benefit of the record, we would like to 
hear you. 


STATEMENT OF JERRY VOORHIS, EXECUTIVE DIRECTOR OF THE 
COOPERATIVE LEAGUE OF THE UNITED STATES OF AMERICA, 
CHICAGO, ILL. 


Mr. Voortmuis. My name is Jerry Voorhis. I am executive director 
of the Cooperative League of the United States of America, with 
headquarters at 343 South Dearborn Street, Chicago, II. 

The league is a business association and educational agency for 
cooperatives and mutual-type businesses in the United States. Our 
membership includes regional wholesale farm supply and consumer 
cooperatives, mutual insurance companies, and national associations 
of credit unions and rural electric cooperatives. Excluding the na- 
tional associations, our membership would be about 2 million families. 
The 2 national associations have together nearly 10 million member 
families, but there is, of course, some duplication in these figures— 
that is, some families are member-owners of both a farm supply and 
a rural electric cooperative or of a city consumer cooperative and a 
credit union, and so on. Almost three-fourths of the league’s mem- 
bership is farm and rural people, about one-fourth city people. 

We are here today to support continuance of the reciprocal trade 
agreements program and to compliment the present administration 
on its wisdom in supporting the continuance of this program. We 
believe that on balance this reciprocal trade agreements program 
constitutes a sound, sane, and sensible approach to the urgent prob- 
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lem of increasing, over admittedly great obstacles, mutually advan 
tageous trade wnong the nations W ithout serious economic dislocations 
nany of them. 

Mr. Chairman, it seems to me the committee has had a good deal of 
testimony, and with your permission I would be glad to shorten my 
statement quite a bit, if you want me to, and ask permission that the 
whole statement go in the record. I think I could save several mom 
ents for the committee, if you would like to have me proceed that way. 

The Cuaman. Without objection, it is so ordered. You have your 
choice, however. Otherwise, you have permission to put it in the 
record. 


Mr. Voornis. Thank you. 
(The statement of Mr. Voorhis follows: ) 


Any sound program involves give and take, losses as well as gains. In 1947, 
for example, imports of agricultural products on which the United States had 
granted tariff concessions amounted to a little less than $1 billion, while exports 
of agricultural commodities on which other countries had granted concessions 
to us amounted to $2.5 billion. It is, and always will be, possible to find some 
domestically produced commodities which have apparently been hurt by this 
program. But the whole picture must be considered and not segments of it 

The basic purposes of the reciprocal trade agreements program are twofold: 
First, an increase in trade among the free nations to the end that living stand 
irds in many countries, not excluding our own, may be raised by encouraging 
all nations to produce these things they are best qualified by skill and natural 
resources to produce. The second purpose has been summed up in the phrase 
trade, not aid,” about which I wish to speak for a couple of moments. 

In the days when the United States was a debtor Nation the problem of main- 
taining our export markets was not such a very great one. We were ourselves 
paying interest and principal to other countries, and they could use this money to 
buy from us our products in excess of the amount they sold to us. In later years 
we have become a creditor nation, so other countries have had to try to sell us 

nough goods and services to give them enough dollars not only to pay for the 
goods they bought from us, but also to pay upon their debts to us. 

At times this has appeared a critical impossibility—without putting so great 
a strain on war-torn economies of the democratic nations whose friendship and 
alliance we sought. So various devices have been resorted to. to adjust the 
situation. Among these have been cancellation of debts, various types of private 
relief and assistance work, the mutual security program, the technical assistance 
program, and many more. There have been other reasons for such programs, of 
course, among them a sheer sense of common humanity. but the pure economics 
of the necessity of adjusting trade balances has been a major factor. 

Now, the overwhelming consideration in all we do today is that of maintaining 
peace in the world and at the same time preventing any further spread of com- 
munism or totalitarianism dictatorship of any sort. To do this by means of vari- 
ous programs of aid and assistance is good. To do it by a combination of as 
much mutually advantageous commerce as possible, and as little outright aid as 
possible, would be still better and certainly more acceptable to other nations. 

This is why this legislation is before this great committee. Historically, we 
can find case after case where the development of mutually advantageous trade 
has been a principal means of reducing friction and even forging bonds of 
political friendship and unity. Our own country is an example of this. So was 
the unification of Germany under Bismarck. So is the present relationship be- 
tween our country and Brazil or Canada, for example. 

Ours is today a most difficult role. Standing as we do as both the richest and 
the most powerful Nation of the earth, yet remaining still somewhat reluctant 
to assume the full implications of world leadership, we are subject to emotional 
responses from other peoples which are not always good. Among these are envy, 
resentment, and misunderstanding. These we must, in our own interest, as well 
as in the interest of the broader cause of human liberty. overcome. One of the 
best ways to do so is the development of relationships of mutual interdependence 
with as many of the free nations as possible. Vigorous trade will help to do this. 

That we need such trade from our own point of view can readily be proven by 
the mere mention of agricultural surpluses on the one hand, and our very great 





















































TRADE AGREEMENTS EXTENSION ACT OF 1953 1303 


eed, for security and other reasons, of such things as manganese, bauxite, tung- 
ten, and other materials as to which we suffer an acute shortage. 

I am impelled to add, however, certain qualifications to what I have said. In 
he first place, if we embark with real vigor on a program of increasing imports 
in order that exports, too, may increase, then we must expect that some of our 
jomestic industries may suffer. A program of assisting such industries to con- 
ert in part to more profitable lines, and of enabling workers to relocate, would 
eem highly desirable. 

Furthermore, in saying that mutually advantageous trade is preferable to 
outright aid, we must be sure the trade is actually there before the aid is pulled 

it from under a none too stable structure. And in any event, there are certain 
types of aid which, in the present world situation and in the present posjtion of 
the United States in the world, I do not believe should be reduced, let alone 
abandoned. v 

For example, America has, from all I can learn, a tremendous stake in the 
strengthening of the Congress Party in India. The present Government of that 
severely underfed nation has embarked upon programs that give great promise 

f building over the years a typically Indian type of freedom, both political and 
economic, together with substantially increased living standards. It is said 
that the next 5 years may be the critical time. If a portion of our grain sur 
pluses could be directed to outright gifts to India over that 5-year period, the 
dividends for world freedom and peace might be one-hundredfold 

Again, and more fundamentally, there is one type of assistance which is dif- 
ferent—from the giving away of commodities or money. I refer to technical 
assistance. What most of these peoples around the world in the so-called under- 
developed countries want is to be shown how they can build a new and better 
life for themselves. They may be grateful for pure relief from hunger. They 
may appreciate investment of our money in their countries. But the thing that 
will make them really friendly to America is action by us in showing them the 
ways, techniques, and methods whereby they, with their own resources and by 
their own efforts, can build institutions of their own, under their own ownership 
ind congenial to their own customs, which can give them the new hope and the 
idditional food, clothing, and shelter which they so desperately need and which 
today for the first time in centuries they believe possible. 

For example, one of the most terrible exactions the people of these nations 
have suffered through the centuries has been from the usury of the moneylender 
Usually he has been a foreigner. Interest rates have been fantastic—particu- 
larly upon farmers, who compose the bulk of these populations. What happens 
when someone shows them that by working together and pooling even their small 
resources, a credit union or credit society can be formed and they can borrow and 
pay interest, literally, to themselves? They are bound to such a person and to 
the country from which he comes by relationship that would be hard indeed to 
break. Other similar illustrations could be given. So I hope technical assist- 
ance will not be reduced, but rather, expanded. 

In conclusion, let me make clear that the Cooperative League supports simple 
extension of the Reciprocal Trade Agreements Act as recommended by the admin- 
istration. Successful administration of the program requires, of course, that 
those negotiating in behalf of the United States should know the limits within 
which they can operate: that is, what concessions they can make in return for 
corresponding concessions from other countries. But, second, both the negotia 
tors for the United States and also those with whom they will be dealing must 
know that an agreement once arrived at can stand and will not be subject to 
repudiation by some other agency of either Government. 

Nothing human is perfect. The results of the reciprocal trade program will 
not be and never have been perfect. But on balance, they have been and will 
be good, particularly from the standpoint of the greatest objectives which we 
have today. Those greatest objectives are, of course, the strengthening of the 
forces making for freedom and for a decent, firm peace in the world. From that 

standpoint, a simple extension of the reciprocal trade agreement program is 
certainly to be recommended. 


Mr. Voornis. I did not come here prepared to testify on the tech- 
nical side of the Simpson proposal for establishing quotas with 
respect to oil imports. I will say that some of the cooperatives feel 
that this might be a protection to them if that were done. But on 
balance, we feel our position necessarily has to be one of supporting a 
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simple extension of the reciprocal trade agreements program, as we 
understand has been recommended by the administration. The reason 
is that we believe that on balance, this program has constituted a sound, 
sane, and sensible approach to the urgent problem of increasing, over 
admittedly great obstacles, mutually advantageous trade among the 
nations, without serious dislocations in any of them. 

We think it involves losses as well as gains, but for agriculture 
as a whole, we believe those gains have been substantially greater 
than the losses have been. 

We think the basic aim that we have to have is, first, an increase 
in trade among the free nations to the end that living standards may 
be raised; and, second, we think that the purpose can be summed up 
in the phrase, “trade rather than aid,” or “trade, not aid,” about 
which I would like to speak a little bit more. 

In consideration of this whole problem, I think we have to recognize 
the fact that the United States is a creditor Nation and that, therefore, 
other countries have got to get enough dollars in their hands some 
way, not only to purchase goods from us, but also to pay the debts 
that they owe to us. 

Sometimes this has seemed to be an almost impossible thing to do, 
so we have devised various resorts to try to restore this dollar balance. 
Sometimes it has been cancellation of debts, and sometimes it has been 
various types of relief and assistance programs, many of which I 
think have had a very worthy purpose and have accomplished a 
great deal of good. 

But there is not any doubt that a combination of as much mutually 
advantageous commerce as possible and as little outright aid as neces- 
sary, would be still better; and I believe it would be more acceptable to 
most countries. 

I think this is why the legislation is before the committee, Mr. 
Chairman, and that is why I am here today. 

It is true that in cases where a good deal of commerce has flowed 
back and forth across boundaries, there has tended to develop a 
warmer and closer political relationship than would otherwise be the 
case. I think that the main objective that any of us has in anything 
that we do today is that of maintaining peace in the world, and at the 
same time preventing any further spread of communism or totalitarian 
dictatorship of any sort. To do this by means of various programs of 
aid and assistance is good; but the degree to which we can do it by 
means of free flow of trade is that much better. 

So I feel that the extension of the program is called for. 

I believe, for one thing, the United States is in need of certain 
types of importation which we are not in position to produce in our 
own country. 

I want to make certain qualifications to what I am saying, the first 
of which is that I believe, in the present none-too-stable structure of 
the world, and with the tremendous interest that our country has in 
the full pattern of relationships existing among the free nations, we 
ought to be sure that trade is built up before some of the assistance 
programs are cut too severely. 

In the second place, I want to say that I think there is one type 
of so-called assistance which is different from others, and more to be 
regarded, and that is technical assistance. 
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For example, we have had in our office, over and over, representa- 
tives of some of the so-called underdeveloped countries who have 
pointed out that the one thing that would help their people more than 
anything else is the development of cooperative credit institutions 
which could lift a terrible burden of extortionate interest rates off 
the people’s backs, and just a way of showing people how to do simple 
things like this is a kind of contribution to their welfare which they 
will not forget. 

So, in conclusion, I would like to say that the Cooperative League 
supports simple extension of the Reciprocal Trade Agreements Act. 
Successful administration of this program requires, of course, that 
those negotiating in behalf of the United States should know the 
limits within which they can operate; that is, what concessions they 
can make in return for corresponding concessions from other coun- 
tries. Second, both the negotiators for the United States and those 
with whom they deal must know that an agreement once arrived at 
can stand and will not be subject to repudiation by some other agency 
of either Government. 

Nothing human is perfect. The results of the reciprocal trade 
program will not be and never have been — But on balance, 
they have been and will be good, particularly from the standpoint of 
the greatest objectives which we have tod: iy. Those greatest objectives 
are, of course, the strengthening of the forces making for freedom and 
for a decent, firm peace. From that standpoint, a simple extension of 
the program, it seems to us, is to be recommended. 

I would like to reiterate, Mr. Chairman, that we recognize that 
there are two sides to every question, and we know that problems are 
created whenever duties are reduced. We think perhaps considera- 
tion has to be given to that specifically with respect to certain in- 
dustries when the time comes. But in the overall, we believe that 
a great deal depends upon the increase in the dev elopment of mutually 
advantageous trade, and that is why we take this position. 

I would like also to say that I consider it a great privilege to appear 
before this committee under the chairmanship of the gentleman from 
New York, for whom I have great respect. 

The CuatmrmMan. Thank you very much. Does that conclude your 
statement ? 

Mr. Voornis. Yes, Mr. Chairman. 

The CHairMaANn. We appreciate your coming here, and hope you 
come frequently. 

Mr. Vooruis. Thank you. 

The CuatrmMan. In view of the fact that Mr. Walter Raleigh, execu- 
tive vice president of the New England Council, of Boston, has to 
catch a plane in a very few moments, I am going to ask the indulgence 
of the other witnesses to extend the courtesy of letting him testify at 
this point. 

Mr. Ra.eicu. I am Walter Raleigh, executive vice president of the 
you appear, we will be glad to hear you right now. 


STATEMENT OF WALTER RALEIGH, EXECUTIVE VICE PRESIDENT 
OF THE NEW ENGLAND COUNCIL, BOSTON, MASS. 


_Mr. Rareren. I am Walter Raleigh, executive vice president of the 
New England Council, with headquarters in the Statler Building in 
Boston, Mass. 
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I appreciate very much, Mr. Chairman, the indulgence of all 
the busy people who are here, in allowing me to come on out of turn. 

The New England Council, by an affirmative vote of its members. 
713 to 162, approves the extension of the present Reciprocal Trade 
Agreements Act. This it does on the ground that the interests of the 
Nation require a constructive and enlightened foreign-trade policy. 
Accordingly, while recognizing that there is room for improvement 
of the handling and administration by the Tariff Commission and the 
executive department, the council must oppose those provisions of th« 
Simpson bill which would seriously hamper the present reciprocal 
trade-agreements program and limit the flexibility with which the 
President can administer that program in the national interest as a1 
integral part of our national foreign policy. 

The council also opposes the specific provisions of section 13 of th 
Simpson bill which would impose certain damaging restrictions 01 
the import of petroleum products and fuel oil. It opposes these oil 
quota provisions on the ground that they are contrary to the national 
interest, that they involve a threat to our national security, and that 
they deprive the whole Atlantic seaboard and New England of a 
important source of fuel on which it now relies. 


WHAT IS THE NEW ENGLAND COUNCIL ? 


The New England Council is made up of about 3,000 dues-paying 
industrialists and others from the 6 New England States. It is an 
active, militant, and nonpartisan organization, formed and maintained 
in the belief that New England, by hard work and by making the best 
use of its human and natural resources, can in 1953 continue to make 
an important contribution to the national economy and hold its own 
in the business life of the Nation. The purpose of the council is to 
see that New England does the best with its real resources, which 
include a tradition of efficient industry, an intelligent labor force, and 
native energy and ingenuity. The council attempts to arouse New 
England to its own defense whenever it is threatened, as at present. 
by wholly outside interests seeking to deprive New England of re- 
sources and existing benefits available to it. 


GENERAL POSITION ON THE MEASURE 


The New England Council vote indicates the general view of a broad 
cross section of New England leadership that today foreign trade 
is an important factor in the whole important problem of foreign 
relations. The reciprocal trade agreements program has for a con- 
siderable period contributed to a breaking down of those trade bar- 
riers which impede cooperation among the countries of the free world. 
The program has provided a generally satisfactory mechanism for 
negotiating arrangements for greater cooperation and the council vote 
is an indication of the opinion of its membership that under proper 
leadership the program can be continued to make an effective contri- 
bution to our national foreign policy. Others are more competent 
to speak on the general aspects of the program than I, and I wish 
to devote the principal portion of my statement to a particular problem 
which directly affects New England, as well as other portions of the 
Nation. 
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OPPOSITION TO THE OIL QUOTAS OF THE SIMPSON BILL 


The proposed oil quotas: This committee is, of course, familiar 
wit is the two e xplic it oil quotas ¢ ontained in section 13 of the Simpson 
bill. The first is a limitation of petroleum imports of all types to 
10 percent of the total United States demand during the correspond- 
ing quarter of the preceding calendar year. The second limits im- 
ports of residual oil—sometimes called Heavy No. 6 or Bunker C oil— 
much used in New England for industrial plants, public utilities, and 
heating large buildings. ‘These imports of foreign residual oil, under 
section 13 of the Simpson bill, could not exceed 5 percent of the total 
United States demand for residual oil in the corresponding quarter 
of the preceding year. 

The possibilities of administrative relaxation of these stringent 
restrictions are negligible under the bill (see H. R. 4294, sec. 13, pages 
14-15). ‘The quotas can be modified only if the total supply of resid- 

ial oil and coal, which many users in New England find hess satisfac- 
tory and more subject to supply and price fluctuations than oil, is 
Ins vdequate. Apparently price considerations do not enter into the 
relaxation provisions. Under the bill, New England can be forced 
‘o pay an artificially increased price for the fuel its climate and in- 
dustrial operations demand. If the supply at that price is adequate, 
New England will get no relief under the administrative provisions of 
the law (page 15, lines 4-6) which in any event would be complicated 
ind difficult to utilize. 

New England likes the convenience of oil as one of its fuels. It 
does not like the prospect of having to submit to arbitrary limitations 
mn its sources of supply of fuel to keep its mills running and its em- 
ployees working. The council approves heartily of the greatest pos- 
sible « -ompetition for the fuel business of New England, an area which 
must import every bit of industrial fuel which it uses because New 
England possesses no oil wells or coal mines of its own. 

What will the restrictions do to supply and price? The first or 
veneral restriction on imports of all petroleum products is not imme- 
liately as important to New England as the restriction on residual oil. 
However, in time the general restriction will become burdensome. New 
Seadends as I have said, must import all its fuel and all its oil. Re- 
strictions or increased tariffs on these products are bound to be disad- 
vantageous to New England. New England’s best interests are served 
by the greates possible choice of fuel supplies from all markets, 
foreign and domestic. 

The restriction on residual oil is immediately very damaging to New 
England. On the basis of 1952 demand, total imports of foreign 
residual oil into the whole United States will be limited by section 13 
to 27 million barrels. New England alone imported more than that 
umount from abroad in 1951, probably about 35 to 40 million barrels, 
according to Army engineers figures. 

A reduction in foreign supply for the country as a whole, estimated 
it about 100 million barrels of foreign residual oil, and for New Eng- 
land of about 20-30 million barrels of foreign oil, obviously will in- 
crease price, even if replacement of supply from domestic sources is 
possible. New England doubts that such replacement is either prob- 
uble or possible, because the production of domestic residual oil de- 
pends primarily on the damnd for the higher priced components— 
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gasoline, kerosene, light fuel oils, diesel oil, and so forth—which make 
up 80 percent of the content of domestic crude oil. Southwestern 
domestic oil producers are not going to turn crude oil into residual 
unless they can sell the 80 percent of higher priced products or unless 
the price of residual goes up sharply. 

New England would be seriously hurt if it were caught in a price 
squeeze caused by shortage. It experienced a small shortage of 
residual sil in 1947-48—estimated by Boston’s oil dealers at about 10 
percent—and the price then went up over $1 a barrel, or 50 percent, in 
12 months, only to go back to former levels again when supplies from 

abroad could be increased. A cut of a third to a half its present 
annual consumption of 60 million barrels, by the exclusion of most for- 

eign residual oil, would inevitably mean very much sharper price in- 
creases than in 1947-48. If all residual oil used in New England were 
to go up $1 a barrel, New England’s annual fuel bill would be in- 
creased by $60 million, without any possible benefit to New England 
whatsoever. 

One further point should be mentioned. Many industrialists and 
building owners in New England have already installed expensive 
equipme nt for the use of heavy fuel oil. For them to convert to other 
fuels or to provide alternative equipment for use in case of oil short- 
age would be an extremely expensive matter. In addition, if they 
were forced to convert, the lack of competition for the other new fuel 
might also result in continuing increased costs. 

Neither does New England want to see the oil quotas put into 
effect indirectly by other provisions of the Simpson bill. We think 
section 6 and some of the earlier provisions of the bill are filled with 
unfortunate language that not only will hamper the Reciprocal Trade 
Agreements program but may be applied or distorted in effect into 
import restrictions on oil of the sort specifically found objectionable 
in section 13. 

3. New England as a producer: New England has an interest in 
these oi] quotas not only as a consumer of oil but as a producer of 
manufactured goods. 

Over 97 percent of the residual oil imported into the United States 
comes from Venezuela. Venezuela gets 90 percent of its dollar ex- 
change from exporting oil to the United States. 

The Simpson bill will cut Venezuela’s residual oil exports to the 
United States by over $165 million a year. This means that Vene- 
zuela no longer will have the dollar exchange to buy all the half billion 
dollars worth of United States products a year which it bought in 
1952. 

This will hurt New England, which is responsible for a good part 
of the national production of the United States items of the type sold 
to Venezuela. New England does not know just how much its share 
of Venezuela’s trade is, but we do know that Venezuela is a good 
customer and New England does not lightly throw away or offend 
good customers. 

Particularly is this aspect of the problem important, when we recall 
that in 1952, a new reciprocal trade agreement was made with Vene- 
zuela. Venezuela then extended its tariff concessions to cover about 
60 percent of all United States exports to Venezuela in return for 
lower United States duties on Venezuelan oil. To repudiate that 
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agreement now, by the Simpson bill, would not only be damaging to 
New England but an affront to Venezuela and all Latin America, 
hich could only regard the action as a gross and intentional breach 
f faith. 
CONCLUSION 


The New England Council urges that the oil quota provisions of 
ection 13 be excluded entirely, and that the other provisions of the 
bill be modified to remove all possibility of imposing indirect restric- 
tions on oil imports. We feel that the administraton of the present 
ict can be made more satsfactorily protective of domestic industry. 
’n the other hand, we believe that the act affords means of relief from 
real injury and that the President’s request for a simple extension of 
the present act should be heeded pending intensive study. 

Thank you very much. 

The CHArrman. We thank you very much for your presentation 
here, Mr. Raleigh. 

The next witness will be Mr. J. W. Foss, American Chamber of 
Commerce, Caracas, Venezuela. 

It is very nice to have you here, Mr. Foss. If you will just give your 
name and the capacity in which you appear, we will be glad to hear 
you. 


STATEMENT OF JOSEPH W. FOSS, REPRESENTING THE AMERICAN 
CHAMBER OF COMMERCE OF VENEZUELA, CARACAS, VENEZUELA 


Mr. Foss. Joseph W. Foss, Caracas, Venezuela. 

On behalf of the American Chamber of Commerce of Venezuela, I 
would like to thank the chairman and members of the Ways and Means 
Committee of the House of Representatives for the privilege of appear- 
ing before your committee. 

My name is Joseph W. Foss. Iam an American citizen born in the 
State of New Mexico, and have been engaged in international com- 
merce for the past 20 years, most of these in Latin Americ a, and during 
the past 4 years I have represented American interests in Venezuela, 
I am managing director of a manufacturing and distributing com- 
pany, operating with American capital and technical know-how, com- 
hined with Venezuelan capital and business experience, in a successful 
joint venture in manufacturing abroad. The company is known as 
“Cauchos General,” and is an affiliate of the General Tire & Rubber 
Co., of Akron, Ohio. 

I have come from Venezuela at the invitation of your committee in 
response to the cablegram from the American Chamber of Commerce 
there, in which we indicated our great concern regarding the effect of 
proposed legislation which would drastic: ally restrict the importation 
of Venezuelan oil into the United States. I am appearing before your 
committee as a representative of this chamber, an organization repre- 
senting the majority of American business interests in Venezuela. 

I have not included in my statement the following names, but I be- 
lieve the committee will be interested in some afliliates of American 
companies who are members of our chamber. These are: 

Abbott Laboratories; Alcoa Steamship Co.; American Can Co.; 
American International Underwriters; Celanese Corp.; Burrows; 
General Tire; Studebaker ; George F.. Driscoll; General Motors; Hart- 
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ford Fire Insurance; Ford Motor Agencies; International Business 
Machines; International General Electric; Liquid Carbonic; MeCann 
Ericsson ; Otis Elevator; Pan American World Airways; Price Water- 
house; Procter & Gamble; Remington Rand; U.S. Rubber Co.; Sears, 
Roebuck; Sharp & Dohme; E. R. Squibb; United Merchants and 
Manufacturers; Union Bag Co.; Westinghouse; Arthur Young; Pan 
American Life; United States Life: and many others. 

Che American oil interests in Venezuela are presenting their views 
to your committee. I represent American businessmen in Venezuela 
not associated with the petroleum industry there, and our chamber has 
received no financial support from any of the oil companies. Never- 
theless, since the entire economy of Venezuela and, consequently, the 
welfare of those promoting American business there, is dependent on 
this basic industry, our interests are also dependent on its welfare. 
Approximately 70 percent of the tot: tal Venezuelan Government income 
+ derived direc tly or indirec ‘tly from the oi] industr vy. 

The American Chamber of Commerce of Venezuela summarized its 
oficial position regarding the proposed legislation in a letter dated 
April 14, 1953, addressed to your chairman. <A copy of the letter is 
attached to this statement. 

(The letter referred to follows :) 

CAMARA DE COMERCIO 
AMERICANA DE VENEZUELA, 
Caracas, Venezuela, April 14, 1953. 
Hon. DANIEL A. REED, 
Chairman, Ways and Means Committee, 
Washington, D.C. 

Dear Str: The American Chamber of Commerce of Venezuela wishes respect- 
fully to direct the attention of the Ways and Means Committe of the House of 
Representatives of the United States of America to the disastrous consequences 
to United States businessmen and United States business interests in Venezuela 
and throughout Latin America which would result in the event of passage by the 
United States Congress of any of the many bills before your distinguished com- 
mittee which contemplate the restriction of imports of crude petroleum and resid- 
ual fuel oil into the United States. 

Venezuela, as the fifth largest customer for United States export products in 
the Western Hemisphere, purchased approximately $500 million worth of goods 
from the United States in 1952, and paid for them in dollars. 

If the importance of residual fuel oil to the United States is restricted quar- 
terly to 5 percent of United States consumption during the comparable quarter 
of the previous year as contemplated by the bills before your committee, Vene- 
zuelan imports to the United States of this commodity would be reduced from a 
current estimate of 380,000 barrels a day to approximately 75,600 barrels a day, 
with a resultant estimated loss of dollar income to Venezuela for the year of 
approximately $342 million, or over three-fifths of the total value of her purchases 
from the United States last year. The loss of income to the Venezuelan Govern- 
ment would be in the neighborhood of $148 million, or approximately 22 percent 
of estimated Government income for 1953. 

Apart from the potentially disastrous dislocation of the Venezuelan economy 
by this unilateral action on the part of the United States which threatens the 
economic stability of one of our country’s best customers, one of her stanchest 
friends, and one of her most strategic allies, American businessmen in Venezuela 
will suffer severe financial losses, if not termination of their business operations 
in this country. : 

The problem of conservation of United States oil reserves is of vital interest to 
all Americans. The passage of any bill of this type would obviously accelerate 
the depletion of United States oil reserves. 

Investments by United States business interests in Venezuela today are esti- 
mated at over $3 billion. There are estimated to be working in Venezuela over 
10,000 United States citizens. These investments and business activities of United 
States citizens have been fostered by the consistent favorable policies of the 
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Venezuelan Government toward foreign capital and foreign business activties in 
Venezuela over many years and irrespective of the parties in charge of the Gov- 
ernment. These investments and the opportunity to work and prosper in Vene 
zuela, historically offered to United States citizens, will be seriously affected. In 
the United States, American farmers, manufacturers, and exporters will be faced 
with a serious loss of income from one of their best markets as a result of the 
restrictive measures forced upon the Venezuelan Government by the loss of dollar 
income. 

Further, we feel the repercussions throughout Latin America and the world 
brought about by the apparent repudiation by our country of a bilateral trade 
agreement so recently concluded would constitute a serious blow to world con 
fidence in our “good neighbor” policy and the principle of “trade not aid,” and 
tend to make our friends in this hemisphere so disillusioned as to become prey to 
Communist propaganda and “hate America” campaigns which our enemies are 

| too ready to stir up with or without provocation 

These bills would seem to favor a relatively small but articulate sector of the 
man ted States economy at the expense of many other of our national economic, 

ublic, and diplomatic worldwide inte rests, and this organization of United States 
bastusenan abroad is unanimously in favor of urging your committee against 
the recommendation of any reduction of United States oil and residual fuel oil 
imports from Venezuela. 

Respectfully yours 

AMERICAN CHAMBER OF COMMERCE 
OF VENEZUELA, 
J. J. Reynowps, Secretary. 


Mr. Foss. Asa result of the activities of businessmen engaged in the 
importation and distribution of American products of all kinds, and 
those engaged in local manufacture ii Venezuela t, employing Amer! 
ean machinery, raw materials, technical and business know-how, to- 
gether with American or a combination of American and Venezuelan 
cap tal, Ve nezuela purcha ise | over half a billion dollar of An erican 
products during the past year. 

In addition to this one-half billion dollars of American products 
pure] ised by Venezuela, the unrestricted remittances of profits and 
dividends, and funds, resulting from associated services, such as bank 


ry msu 


‘ance, shipping, and so forth, amoun tec | to some $370 m tllion 
last year. In other words, a total of approximately $900 million of 
income to the United States results from trade with Venezuela. 

(Tabulation on transfers of dollars from Venezuela to the United 
States follows :) 


Invisible transfers of dollars from Venezuela to the United Stat 








In million 

1949 1951 1952 

rransportation and insurance ¢ 05 GAR. 5 $2. 1 HO 
I tance of American citizens 16. 84 16. 49 17 1g 
Exner f Venezuelan travelers 7.08 25. 5 1 (0). 87 
:. J t “of American companic 161. 68 218. 1 » 9 - 
5. Rental on movies 2 1) 2 6 8 

Total 61.65 | 321.36 | 343.40 


rece: Data from Banco Central de Ve 


Mr. Foss. Total investments by United States business interests in 
Venezuela today are estimated at over $3 billion. 

We have compiled some statistics pertaining to the source of Vene 
zuelan imports, by State, of the States of the United States. We 
think the committee will be interested in at least some of these items 
as to their source, as far as the States are concerned. 
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Foodstuffs and beverages for the 3-year period 1949 to 1951, annual 
average, $72 million. These products came from the States of Iowa, 
Nebraska, Wisconsin, Kansas, California, Washington, Oregon, Texas, 
South Dakota, North Dakota, New York, and Florida. 

_ Asan example, dried milk from Wisconsin, California, Ohio, Mich- 
igan, Illinois, New York, Minnesota, Missouri, and Pennsylvania, pur- 
chased by Venezuela, amounted to over $20 million in 1951. 

Tobacco manufactures, over $4 million yearly average—from North 
Carolina, Virginia, and Kentucky. 

Textiles, $38,400,000 annual average, from North Carolina, South 
Carolina, Massachusetts, New Hampshire, Alabama, Tennessee, Vir- 
ginia, Maryland, and Georgia. 

Lumber and paper, $13 million annually, from Louisiana, Alabama, 
Oregon, Washington, and Texas. 

Metals and manufactures, $64 million annually—Pennsylvania, 
Ohio, Indiana, Maryland, New York, Wisconsin, Kentucky, Alabama, 
California, Arizona, Utah, Montana, and Connecticut. 

Machinery and vehicles, $175 million annual average, from New 
York, Ohio, Pennsylvania, Connecticut, Massachusetts, Illinois, Mich- 
igan, Iowa, Indiana, Wisconsin, Texas, and California. 

Chemicals and related products, $13 million annually, from Texas, 
Fennsylvania, New Jersey, Michigan, Massachusetts, and Indiana. 

From the above, we see that Venezuela’s major purchases of Ameri- 
can products come from some 35 out of the 48 States of the Union. 

At the present time there are approximately 25,000 American citi- 
zens living in Venezuela, dependent for their livelihood on American 
business activity in that country. This is one of the largest American 
communities outside of the United States. There are approximately 
150 American firms operating in Venezuela, and hundreds of Vene- 
znelan firms directly concerned in the importation, sale, or processing 
of American products. 

It is pertinent to note that the development of this American busi- 
ness, in and with Venezuela, is an outstanding example of cooperative 
free enterprise between citizens of the two countries, and has been 
accomplished at no expense to the American taxpayer. 

During some 20 years in Latin America, I have observed numerous 
instances of American business interests attempting to find a workable 
basis for participation in the development of various phases of the 
economies of these countries. More recently, as a resident of Vene- 
zuela, I have observed firsthand a successful example of such a for- 
mula, namely, rapid development and diversification of the economy, 
based on the sound development of her raw materials, primarily petro- 
leum, accomplished by means of a working partnership between 
Venezuelan public and private interests on the one hand, and American 
capital and technical know-how on the other, and with mutually 
beneficial results. An even more recent example of this cooperation 
is the present rapid development of Venezuela’s strategic iron-ore 
denosits. 

Venezuela has consistently maintained the same fair and equal 
treatment for American business operations as for that of her own 
citizens. Asa result of her progressive economic policy, it has not 
been necessary for her to resort to any appreciable international bor- 
rowing. either public or private, to develop her economy and, at pres- 
ent, she has no foreign debt. Her currency is one of the soundest in 





: 
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the world. She has resorted to no exchange restrictions or controls 
on remittances, and as a result American products have been pur- 
chased freely and paid for promptly. 

Venezuela has proven herself as a friendly nation. She cooperated 
wholeheartedly with the United States during the war and supplied 
. large percentage of the petroleum needs of our Armed Forces with- 
out resorting to profiteeri ing. 

We have seen again recently, serious instances of the trend toward 
nationalization of strategic raw material resources in the face of re- 
strictions, or differences of opinion between parties concerned, or 
merely as a result of a studied determined policy. Under present con- 
ditions of international tension, and the existing threat to world 
peace and the principles of democracy and free enterprise, everything 
possible should be done, particularly in our own hemisphere, to en- 
courage those countries such as Venezuela who have consistently 
resisted this dangerous trend, and the ever-present Communist in- 
fluence. United States legislation restricting the sale of Venezuela’s 
basic products and drastically affecting her economy might conceiv- 
ably compel her to modify her present sound economic program. 

An interesting and significant sidelight on the development of fa- 
vorable relations between the two countries is indicated by the sta- 
tistics of the number of Venezuelan students now attending Ameri- 

in schools and universities. Prior to the Second World War, the 
number was negligible, as most students were sent to Europe. In 
1947, there were 200 to 250 Venezuelan students studying in the United 
States, and by 1952, the number had increased to over 3,000. 

The United States and Venezuela are a symbol and an outstand- 
ing example to the world of a joint venture in development of eco- 
nomic relations between countries as a free enterprise and “trade, not 
id.” The basis for maintaining relations of this nature must be con- 
tinued purchase of her basic products. The United States must con- 
tinue as a buyer, as well as a seller, during periods of dislocation in 
the supply and demand for such products, as well as in times of ex- 
treme emergency and vital need, such as occurred during the Second 
World War and more recently in our defense program. 

It has only been a short time since the United States was encour- 
wing Venezuela to maximum effort to increase and assure continued 
supply of strategic raw materials. Venezuela’s production of strate- 
gic raw materials cannot be decreased and increased arbitrarily, de- 
pending upon needs and wishes of the United States and other nations 
of the free world, without seriously disrupting her complete economy. 

Now in Venezuela a new source of iron ore is in the process of being 
developed which promises to supplement rapidly depleting national 
reserves in the United States. It would, therefore, seem prudent 
foresight to avoid any legislation which might prejudice the orderly 
development of this source of vital raw material from a friendly close 
neighbor. 

The American public may not yet be fully informed as to the con- 
sequences of the proposed restrictions, but this has become an issue of 
great public concern in Venezuela because it involves the disruption 
of the entire national economy. I cannot overstress the great interest 
of our sincere Venezuelan friends in the proposed restrictions. 

All of our good neighbors to the south are anxiously waiting to see 
whether or not we are going to take disastrous action toward one of 
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our best commercial friends and associates. They are also aNXALOUS 1 
be assured by our action that participation of private American cap 
ital and economic cooper: ition through free enterprise dloes really pay 
off, as we profess it to do, in the development of the economies of 
our neighbors 

We are prese nted with the opportunity to ee or disprove this at 
the present time. If we take wrong action now, it will have drastic 
and far-reaching re per reussions throughout the W eed Hemispher 

In August 1952, Venezuela and the United States signed a rec eve 
trade agreement for their mutual benefit which was the result of 
studied consideration of the two different economies. (The United 
States to supply finished goods and raw materials, and Venezuela to 
supply, in return, mainly iron and petroleum, which are her princapa! 
products. ) 

We must not—perhaps more correctly stated, it is our sincere feeling 
that we should not—pass legislation which will abrogate in fact or 
principle a trade agreement so recently signed in good faith, force 
Venezuela to modify her trading practices, oolige her to look else 
where for her needs, and resort to the numerous trade and currenc\ 
restrictions we have seen develop in other countries. 

It is our strong recommendation that there be no legislation to un 
pair the present excellent commercial relationship between the United 
States and Venezuela. 

Mr. Goopwiy (presiding). Thank you very much, Mr, Foss, for 
that comprehensive and very admirable statement in behalf of the 
American chamber from Venezuela. 

Mr. Foss. Thank you, Mr. Chairman. 

Mr. Goopwiy. Mr. Buttenheim is the next on the lst. Mr. But 
tenheim, will you ide ntify yourself for the record and then go forward 
with your statement. You may have the option of reading what you 
have or " summarizing more briefly and then having your writtei 
statemel! t placed in the record. 


STATEMENT OF ARTHUR W. BUTTENHEIM, SENIOR VICE PRESI- 
DENT, VENEZUELAN CHAMBER OF COMMERCE OF THE UNITED 
STATES, NEW YORK CITY 


Mr. Burrenuem.,. Thank you very n 

My name is Arthur W. Buttenheim. 1 am senior vice president 
of the Y enezuelan Chamber of Commerce of the United States, whose 
office is at 19 Rector Street, New York ( ‘ity. This organization 1s 
composed of approximately 300 firms, corporations, and individuals 
in the United States that are doing a substantial amount of business 
with and in Venezuela. I appreciate this opportunity to appear be- 
fore your committee and pes a statement for the chamber with re 
gard to certain phases of the Simpson bill known as H. R. 4294. 

It would be possible for me to present to you elaborate figures and 
charts showing in det ail the re lati onships of Venezuelan-America 
trade showing the value of the main items Venezuela buys from us. 
such as foodstuffs, manufactured rubber, textiles, paper, el: ass, chem 

cals, metal products, automobiles, and machinery ; setudiente from 
every State n the Union, as well as services which include freight, air, 
and steamship transportation insurance, contractors’ services, movies, 


, SIL. 
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et arte ra. However, these statistics are voluminous and would prob- 
ably be boring to you. I will sum it up in one short statement: 
“Venezuela buys from us about twice as much as she sells to us.” 

American capital invested in Venezuelan enterprises presently 
amount to about $214 billion. 

The volume of our members’ business with Venezuela has increased 
over the years in direct proportion to the prosperity of that country. 
The U nited States-Venezuelan trade agreement that was signed last 
year is a source of great satisfaction to our members because it facili- 
tates commercial relations and recognizes the important part Vene 
zuela is playing in Western Hemisphere economy and solidarity. This 
trade agreement as it relates to petroleum imports to United States 
gives Venezuela assurance that her petroleum industry can be devel 
oped in an orderly manner and that doll: irs can be earned to buy goods 
and services in the United States for the development of that and other 
industries as well as consumer goods needed for her increasing stand 
ard of living. 

Over 95 percent of Venezuela’s foreign exchange comes directly or 
indirectly from petroleum exports. The good relations that have 
always existed between the two countries have fostered an expanding 
United States export trade amounting to $500 million worth of goods 
a year for the last several years plus a similarly substantial amount 
of “invisible” exports. Our members believe the trade agreement pro 
vides a firm basis on which they can make long term plans for better 
service to their Venezuela customers and clients. 

Our members have done business in Venezuela for a long time and 
have many friends there whom we respect and admire. We know the 
ambition of the Venezuelan people to achieve higher economic and 
cultural well-being for the fulfillment of which oil exports are pro- 
viding the necessary capital. We have experienced their warm ve 
come of American technical aid and investment and their fair trea 
ment of our business enterprises. We know they appreciate the 
friendship and cooperation of the American people. Venezuela is 
unique in the postwar world in that she seeks no loans or gifts from 
us but merely the chance to earn her foreign exchange by selling her 
products in world markets. The United States-Venezuelan trade 
agreement was tangible proof to the Venezuelan people that the 
United States was sincere in her policy of encouraging the welfare of 
free nations. 

We are convinced that the prestige and influence of our Nation as 
well as its prosperity are enhanced by our policy of negotiating trade 
agreements with foreign governments. They provide a sound basis for 
the increase in trade and investment that results in a better standard 
of living for each Nation. The prime requisite of a trade agreement 
is that it must be carried on for a reasonable period in good faith. 
Cancellation or major alterations caused by fluctuating internal poli 
cles of either party will destroy ees confidence. Thus what 
happens to the United States-Venezuelan trade agreement here in 
the next few years will not only affect our re 1: ations with that country 
but with all the others doing business with us. 

The Simpson bill has certain provisions that are very disturbing 
to those who are vitally interested in the mutual welfare of the two 

ations. The proposed drastic reduction of residual fuel imports will 
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affect Venezuela adv ersely since these are principally manufactured 
from her crude oil in the Caribbean refineries. Figures stated by 
petroleum periodicals indicate that the 5-percent quota 1 will nec essitate 
a substantial decrease of her dollar exchange, producing a decrease in 
United States yearly exports of at least $200 million. Our exported 
coods to Venezuela originate in prac tically every State in the Union. 
This loss of export business will, therefore, be felt throughout our 
country. Thus while the reduced amount of imported residual fuel oil 
will increase the demand for other kinds of fuel on the eastern seaboard 
the drop of exports will adversely affect business in every State. 

The main claim against impor ted fuel oil seems to be that it has been 
responsible for the decrease in coal production. Data published by 
authorities on fuel consumption indicate that imported fuel oil has 
played little part in decreased coal consumption and that technological 
changes in United States industry in fuel requirements and uses to- 
gether with increased supplies of natural gas are responsible. It also 
appears that these changes are continuing and that coal consumption 
will very one way or the other depending upon the nature of these 
developments. We conclude, therefore, that it is unwise to attempt to 
change a trend of technological, economic, and competitive background 
by legislation which at best will only have a temporary benefit to cer- 
tain groups but will ultimately do harm to United States economy. 

We earnestly believe that a strong vigorous export trade is essential 
to employment for people of every trade and profession. Our superior 
technical and managerial ability together with high labor efficiency 
provides superior goods for which the world craves. The greatest 
talent of American industry is the courage to adopt new methods and 
machines and scrap the old ones that do not meet the test of effici iency. 
Residual fuel oil has earned its place in industry by its convenience, 
adaptability, and competitive price. Is it wise to legislate against 
importing necessary supplies at the expense of our export trade? 

We, of tlie Venezuelan Chamber of Commerce, are convinced that 
our export trade with Venezuela, amounting now to considerably more 
than $500 million a year, is of real importance to our Nation’s pros- 
perity and that it should be maintained and encouraged. Venezuela 
has attractions for American business that are found in only two other 
foreign countries. Venezuela has free monetary exchange, fervent be- 
lief in private enterprise, fair treatment for foreign nationals and 
foreign capital, and desires only the opportunity to trade with United 
States under the established trade agreements. 

Other nations ask for loans with which to buy our goods. They ask 
for a balance of trade. Venezuela asks for neither. She only asks, 
“Leave the situation the way it is; we will continue to buy from you 
the goods and service as we have in the past.” 

Therefore, we urge you to oppose the Simpson bill since it will: 

Harm the economy of Venezuela, a friendly nation that has always 
cooperated with us in war and peace. 

2. Violate a trade agreement, entered into in good faith by Venezuela. 
3. Benefit only a special group of our own population. 

1. Injure the export trade of our country as a whole. 

I am fully aware of the pressure that is being brought to bear on 
your committee to approve the Simpson bill, and that some manufac- 
turers and producers feel very strongly that, if they are not protected 
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igainst competition from foreign sources, they may be driven out of 
business. I am not in a position to discuss in detail the statements 
which have been made by those who wish to have this bill approved. 
feel, however, I am fully qualified to state that in its broad aspects 

he present reciproc: al-trade agreement is a real protection to manu- 
facturers, miners, and farmers of this country. 

We all know the effect of depressions, such as the one that occurred 
in 1929 to 1932, when 1 out of every 4 workers suffered total loss of in- 
‘ome, and in case of such depressions, of the importance of our exports 
isa means of helping employment. If we ignore our export trade dur- 
ing periods of prosperity, we will have no opportunity to regain it 
when we need it badly. 

We are spending billions of dollars abroad to help the economy of 
ther countries. Many of the countries with which I am familiar, 
n spite of the help they are receiving from the United States, find it 
lifficult. or impossible to import their minimum needs of food and 
manufactured goods. To take away from these countries the means 
which they are now using to obtain United States dollars by denying 
them the right to enter into competition in our markets might well 
ring on a worldwide depression, which would engulf the United 
States as well as the rest of the world. 

Let me suggest that the members of the House Ways and Means 
Committee consider what they would do if they were citizens of, say, 
Venezuela, with power to influence legislation, and were advised that 
the Simpson bill had become a law, knowing full well its damaging 
effect on their country’s oil exports and the great loss to their economy 
vhich would inevitably result. Would you not insist on your Gov- 
ernment using every possible method to transfer imports from the 
United States to more friendly countries, and at the same time try 
to make up for the loss in income due to decreased exports to the 
United States by urging new legislation which might be very detri- 
mental to the interests of our corporations and such of our citizens as 

1ave investments in the country ? 

“Trade, not aid” has been a slogan which has a great appeal to the 
majority of our citizens, and [ think if you will consider the overall 
ispects of world-trade problems, you will be convinced that the 
United States, from a purely selfish viewpoint must continue for the 
time being to operate under the reciprocal-trade agreements, with 
such safeguards as we now have under the present law. 

In closing I would like to urge that the long-range effect of the 
adoption of this bill be considered rather than the temporary benefits 
which its sponsors claim will result from its approval. The mem- 
bers of this chamber are manufacturers, contractors, importers, 
exporters, bankers, oil companies, and in general, represent a pretty 
good cross section of our industry and people. We are concerned 
over the loss that would result to us and to the average citizen of the 
United States if our country loses the goodwill which our business 
contacts with Latin America have built up over the years. This is 
evidenced by the large exports which the United States now makes 
to the countries in Central and South America. 

If we lose this good will these countries will turn to Germany, 
France, and other European markets for much of the goods which 
they now purchase here. We also are concerned over the possible 
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growth of communism in Latin America which many of these coun- 
tries are now vigorously combating. Communism will surely grow 
in many countries ¥ their standard of living is further curtailed. 
This will hap ypen if y are unable to obtain the necessary dollars 
to purchase items whic h they must import to prevent further inflation. 
The serious unemployment in Venezuela which would certainly follow 
the loss of their income from exports to the United States might easily 
result in unrest and international complications. This would be very 
detrimental to the United States at a time when we so badly need 
good friends and loyal allies. In the name of the Venezuelan Cham 
ber of Commerce, I earnestly request that you give this statement ey 

‘areful consideration and hope you will ‘decide that bill H. R. 4294 
is not to the best interests of the people of the United States of 
America. 

The CHarrmMan. Does that conclude your statement, Mr. But 
tenheim ? 

Mr. Burrennerm. Yes, thank you. 

The CuarrMan. We appreciate your very fine statement here. 

Are there any questions? Mr. Simpson will inquire. 

Mr. Stimpson. Mr. Buttenheim, who are the members of the Vene 
zuelan Chamber of Commerce? 

Mr. Burrenuem. We have, as I said, a pretty good cross section. 
I haven’t a full list of them here. I can give you an idea. In my 
office where we discussed this thing with our board of directors we had 
the president of the Grace National Bank, a representative of thi 
Grace Steamship Line, a representative of the American Cable & 
Radio System, the vice president of the National City Bank, the presi 
dent of the Arcola Steamship Co., a representative of the United 
States Steel Products Co., a representative of the Orinoco Mining 
Co.—that is the United States Steel Mining Co. down there—the 
president of the American Can Co., a vice president of the Raymond 
Concrete Pile Co., contractors, and we had the executive vice president 
of the Creole Petroleum Co. 

Mr. Simeson, You may put it in the record if you care to, but that 
is sufficient for my purpose. Are they all people who are interested 
in making a profit out of Venezuelan trade 

Mr. Burrenneim. Yes, sir. They are people doing business directly 
or indirectly. 

Mr. Simpson. Then they are interested in trade between the United 
States and Venezuela and not between Venezuela and some other 
country ¢ 

Mr. Burrenneim. Yes, but many of them, and I might say for 
myself, Mr. Simpson, that we are doing business with about eight 
different Latin American countries. I am in the contracting busi 
ness. We have branch offices in Cuba, Venezuela, Colombia, and 
Peru; we have operated in Jamaica, Ecuador, Chile. Throughout the 
50 years that we have been in business, we have been trying to culti 
vate the friendship of those countries. 

Mr. Simpson. By cultivate, do you mean you are in there to make 
a profit and you are doing more business now with them than you used 
to do, so they are better friends than they used to be? Is that right ‘ 

Mr. Burrenuem. We have been trying to serve them while serv 
ing our own country. When we make profits we pay taxes on it, sir. 





TRADE AGREEMENTS EXTENSION ACT OF 1953 1319 


Mr. Simpson. You want to make a profit out of them and that is 
why you do business with them ? 

Mr. Burrennerm. Yes sir. 

Mr. Simpson. Thank you. There is nothing wrong with making a 
profit, 
~ Mr. Burrennerm. No. As I say, we pay a tax on it when we 
make it. 

Mr. Stmpson. We see to that. 

The CuarrMan. We thank you very much for your statement. 

Mr. Burrennem. Thank you, sir. 

(Mr. Buttenheim later submitted the following material :) 


ADDITIONAL TESTIMONY OF ARTHUR BUTTENHEIM 


I urge the committee to consider carefully the real extent of the effect of 
esidual oil imports. In this connection, I wish to offer for the record a study 
titled “‘The Effect of Oil Imports on the Domestic Coal and Oil Industries,” 
prepared by Leslie J. Cookenboo, assistant professor of economics at Rice In 
stitute. While the Venezuelan Chamber does not pretend to have expert knowl 
edge of the coal or oil industries, the data in this study are based on official 
Government figures and we believe that the study may prove useful to the com- 
tee in its deliberations. 


[HE EFFecT oF OIL IMPORTS ON THE DOMESTIC COAL AND Orn INDUSTRIES* 
By Leslie J. Cookenboo, associate professor of economics, Rice Institute 
I. BITUMINOUS COAI 


Since World War II there has been a decline in coal output, consumption, and 

ployment in the United States. (See chart I.) This decline has been especial 
y marked since 1947. In 1949 and 1950 it was asserted, as it is again being 
sserted,’ that the decline in coal consumption in the United States is attributable 
to the rise in oil imports that began about 1948. This assertion is economically 
ndefensible. It is the purpose of this study to show why this is so. 


*This memerandum is distributed on behalf of the Chambers of Commerce of Venezuela, 
iracas, Venezuela, by Cleary, Gottlieb, Friendly & Ball, Southern Building, Washington 
D. C. Copies of this memorandum have been filed with the Department of Justice, where 
the registration statement by Cleary, Gottlieb, Friendly & Ball is available for public 
nspection under 22 U. S. C., sec. 611 et seq. Registration does not imply governmental 
al 





lor disapproval of this memorandum 

[It cannot be denied that the importation of residual oil can be easily identified as one 
he major factors which is damaging to the coal industry of my State and of the 
Natior Senator Cooper of Kentucky, February 27, 1953 
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Millions of Tons 


In the first place, the only imports of oil which affect the coal industry to any 
extent are imports of residual fuel oil, United States oil imports are made up 
almost exclusively of crude oil and residual fuel oil. If imports of oil were 
stopped, then domestic crude would be substituted for the imported crude by 
utilizing excess producing capacity in the United States. For this reason, any 
heating oils refined from crude now being imported would come, under a program 
of restriction, from the refining of United States crude. 

On the other hand, would not a barrier on imports of residual fuel oil, which 
competes directly with coal, aid the coal industry? To some extent, yes—but to 
such a small extent that it is nothing short of astounding that the coal industry 
spends so much time, money, and effort in attempting to have restrictive legisla- 
tion passed against residual imports—money and effort that could be better 
spent by the coal industry in improving its own technology and working condi- 
tions. One ton of bituminous coal, on the average, can produce about 26.20 million 
B. t. u.’s of heat; one barrel of residual fuel oil, on the average, can produce 
about 6.29 million B. t. u.’s of heat. (These are the official Government average 
heat content figures.) This means that one ton of bituminous coal is the equiv- 
alent of 4.137 barrels of residual fuel oil iu terms of heat content. Total imports 
of residual fuel oil into the United States in 1952 were 128,510,000 barrels. 
This is the equivalent of 30.8 million tons of coal, which is in turn equal to 
only 6.6 percent of total bituminous coal output in 1952, a year when coal output 
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was depressed abnormally by a steel strike and warm weather. In other words, 
all residual fuel oil imports had been forbidden in 1952, coal output could only 
ave been increased by 6.6 percent. Note that this is a maximum increase, 
ce all of the fuel requirements formerly satisfied by imported residual fuel 
| would have to be taken over by bituminous coal if ever this small increase in 
itput were to be achieved. This is most unlikely with the advent of natural 
is into the eastern fuel markets in recent years. The end of residual imports 
uld in all likelihood mean an increase in gas usage as well as in coal usage. 
rhe patent absurdity of blaming oil imports for the troubles of the coal indus- 
is shown by chart IL, which compares United States consum) tion of coal 
y years with imports of residual! fuel oil (shown in equivalent tons of coal). 
It is clear that if the recent difficulties of the coal industry are solely attributable 
) the rise in residual imports, then the difficulties of this industry are minor 
indeed. 


CHART II 
DOMESTIC CONSUMPTION OF BITUMINOUS COAL 
COMPARED WITH IMPORTS OF RESIDUAL FUEL OIL 
(IN EQUIVALENT TONS OF COAL) - (1941-1952) 
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Furthermore, should a barrier be put on imports of residual into the United 
States, it would be expected that exports of residual from the United States 
except California) would cease—since the oil companies could divert residual 
formerly imported here to most of the existing export markets. (Unless the price 
of residual should rise appreciably, it would be uneconomic to send California 
residual to the east coast, where nearly all residual imports go.) It is not simply 
the level of imports, then, but net imports which are the proper measure of the 
effect of restrictive legislation on the coal industry. When residual exports in 
1952 to Europe, Canada, Latin America, and Africa are subtracted from imports 
and the resultant figure is converted to equivalent tons of coal, it is found that 
net imports were the equivalent of only 25.4 million tons of coal in 1952. This 
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is 5.5 percent of total domestic output in 1952, and 4.7 percent of coal output in 
1951, the last year without a steel strike. 

In short, the effect on the coal industry of restricting residual fuel oil imports 
to zero would be to increase its output by something less than 5 percent. How 
much less depends on how much of the imported fuel oil market would be cap- 
tured by natural gas. Furthermore, it is only the change in residual imports, not 
their total level, which could be held responsible for a change in coal production 
This is a still smaller figure: it will be examined at the end of this study. 

If oil imports are not responsible, what has caused the fall in coal consumption 
(and hence coal production and output) since 1943? Consumption of coal in the 
United States is basically a function of industrial production. Chart III shows 
annual coal output and consumption compared with the Federal Reserve Board 
Index of Industrial Production for manufacturing industries for the poriod 


1929-52 There are only two occasions when the short-term, cyclical tiuetuation 
in coal Consumption does not coincide precisely with the fluctuation in industrial 
production One of these is the decline in consumption in 1948 while general it 


dustrial activity rose; the other is the decline in 1952 while economywide indus- 
trial production rose. 


CHART IZ 
OUTPUT AND CONSUMPTION OF BITUMINOUS COAL IN THE UNITED 
STATES COMPARED WITH PRODUCTION OF MANUFACTURED GOODS 
Millions of (1929-1952) 
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It will also be noted from chart III that there is apparently a 
declining long-term trend in coal consumption in the United States, 
beginning with 1943, while the trend in industrial production is 4 

fo what may we attribute the two short-term countermovements 


coal consumption in the face of rising industrial activity? W it lies 
behind the declining trend in consumption? Does the latter itself 
exercise any influence on the former? The remainder of this study 

will be devoted to an inquiry into (1) the apparent declining trend 
that has now continued for 10 years, (2) the departure from the 
normally expected cyclical course of coal production in 1948 and 1952 
and (3) an evaluation of the importance of residual imports in these 
movements. The inquiry will be limited to bituminous coal, since 
anthr: uc ite is sold prince ipally for home heating and hence competes 
with distillate fuel oil, not residual (which is only rarely used for 
home heating). 


The de clining trend in. United States coal consumption 


Since the beginning of this century there has been a long term 
declining trend in the percentage of total United State s energy require 
ments that is produced from coal (see chart IV). This dec ‘line in the 
use of coal relative to oil and natural gas does not. however, necessarily 
imply a decline in the absolute tonnage of coal consumed, such as that 
shown in chart III beginning with 1943. It is this decline in tonnage, 
not relative share of the market, in which we are interested here. One 
way to investigate the causes of this decreased consumption of _ 
might be oo eee by various groups in 1943 with th: 
in 1952. However, data from 1943 might be distorted | V Lesalion 
war demands; 1952 data, as will be shown below, are distorted by the 
steel strike of the past summer. Consequently, in order to determine 
why there is a declining trend, the peak peacetime year, 1947, will be 
compared with 1951 (the latest year not affected by a major strike in 
the steel or coal industries), with some reference to 1948-50 and 
1952. 
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Table I shows tonnages of coal consumed by various sectors of the economy 
for the years 1947-1952. It will be observed that the principal consuming indus- 
tries in 1947 were railroads, electric power utilities, and coke manufacturers. 
Retail deliveries, which are made up principally of sales to households, apart- 
ments, ete., for heating purposes, also accounted for an important part of total 
consumption. In addition, exports and miscellaneous industrial uses were each 
important enough to represent 10 percent or more of total output. Consumption 
by the principal industrial consumers and households together accounted for 
33.22 percent of total output; exports added another 10.91 percent, giving a total 
if 74.13 percent for foreign sales and these principal consuming sectors of the 
United States economy. 

Now let us compare the 1947 data with similar information for 1951, also shown 
in table I. Since 1951 was a period of higher industrial production than was 
1947, it would be expected (other things being equal) that industrial consump- 
tion of coal would have been higher. Actually, however, total industrial con- 
sumption was down 62.2 million tons per year. Why? Coke manufacturing 
consumed 8.8 million tons more in 1951, and electric power utilities consumed 
15.8 million tons more. Railroads, on the other hand, consumed 55.0 million tons 
ess in 1951 than in 1947. Furthermore, examination of table I shows that rail- 
road consumption has decreased steadily every year since 1947. By 1952 it was 
71.3 million tons less than in 1947. This is the principal explanation of the 
declining trend in coal consumption in the face of an increase in economy-wide 
industrial activity. The reason for this will be examined below. 

Table I also shows that consumption by miscellaneous industrial consumers 
was also off in 1951 relative to 1947—by 30.3 million tons per year. However, 
much of this decrease seems to have occurred from 1947-49; since 1949, this 
figure has fallen only 3.1 million tons per year. Consequently, the explanation 
of this decline must be found in the period, 1947-49, not over all 6 years. 
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Retail deliveries were also less in 1951 than in 1947, by some 25.6 million 
ms. Retail deliveries, like railroad consumption, decreased annually from 
7 to 1952, with one minor exception. Retail deliveries, however, would not 
ecessarily be expected to move with industrial activity, since they depend prin- 
ipally on two things: (1) The number of homes and other heating consumers 
sing coal-burning equipment and (2) how much heat is required in a given 
ear, i. e., how cold it gets in the northern part of the country If the number 
heating units which burn coal is declining steadily, then the steady decline in 
retail deliveries is part of a declining trend in coal consumption. Otherwise, 

is simply due to a series of mild winters. 

Exports were also down by some 12 million tons per year from 1947 to 1951 
Unlike railroad consumption, however, this decrease was not persistent from 
vear to year. Exports are apparently erratic in nature; they decreased for 3 
years, then rose, and then decreased again. 

In summary, railroad consumption has declined continuously. Consumption 
by miscellaneous industrial users fell off sharply from 1947 to 1949, but has since 
steadied. Decreased consumption by other sectors of the economy is attrib- 
utable to a declining trend to the extent that the number of home, industrial, 
ind apartment heating units which burn coal is decreasing continuously. Con 
sumption by electric-power utilities and coke manufacturers is up. 

(1) Railroad consumption of coal—For some years there has been a shift 
from coal-burning steam locomotives to diesel-electric locomotives (diesel loco 

motives do not burn residual oil). Since this shift is permanent and progressive, 
railroad cousumption will continue to decline until the substitution of diesels 
for steam engines has been completed. Once it is completed, coal consumption 
by the railroads should level off; however, this will be at a very low annual 
onsumption rate compared with that in 1947, since locomotive fuel is by far 
the principal railroad use for coal. The decline in coal consumption by rail- 
roads is compared with the number of diesel locomotives in use in chart V. 
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Railroad consumption is also affected somewhat by changes in coal consump- 
tion by households and other industries. When general economywide consump- 
tion of coal declines, railroad shipments of coal also decline. When railroad 
shipments of coal decline then the railroads’ need for fuel would also be 

<pected to decline somewhat. In other words, the decrease in coal consumption 
n other sectors of the economy has also engendered part of the decrease in rail- 
road consumption. However, even though coal is the largest single freight item 
carried (measured by tonnage), this position should not be overemphasized— 
the basic reason for the declining trend in railroad consumption is dieselization. 

(2) Household consumption of coal——Home oil burners use distillate fuel oil, 
not residual. Is the decline in household coal consumption, then, attributable to 

declining trend in the number of coal heating units in existence, to mild 
weather, or to both? How much of this decline is permanent and how much is 
temporary? 

To a large extent, the decline in household consumption of coal is attributable 
to a declining trend in the number of coal burners in use in homes. In 1947, of 
1 total of 888,000 oil burners installed, 56 percent (503,000) replaced hand-fired 
jomestic coal burners. Under such conditions it would be expected (everything 
else being equal) that household consumption of coal would be less in 1948 than 
in 1947. On the other hand, the number of automatic coal stokers in use in- 
reased slightly in 1948—from 1,186,000 to 1,238,000. This would tend (every- 
thing else being equal) to raise household consumption in 1948 over that in 
1947. Subsequent replacements of hand-fired coal burners and changes in the 
number of automatic stokers in use are shown in table II. It will be noted 
that the number of automatic stokers in use increased again in 1948, began to 

ill in 1949, and has fallen steadily each year since 1949; at the end of 1952 
there were 1,061,000 automatic units in use. The replacement of hand-fired coal 
burners was not so high in 1948 as in 1947, but has been over twice the 1948 
rate in each year since. The average replacement of hand-fired coal burners by 
oil burners was 340,000 per year for the period 1947-52. 


TABLE II.—Decline in coal burners in use and number of degree days compared 
with retail deliveries of coal 





number of oil burners | from normal | Retail de- Change in Steck aceu- 


| | 
Change in | Number of | Departure | 
liveries of | 

| 











Year automatic | substituted | numberof | ,° ; retail de- mulations b 
coal stokers | for hand-fired | degree | bituminous | liveries‘ | retailers 4 
in use ! coal burners ? days? | — | 

ate at ¢ - 

| | Million tons Million tons Million tons 
oS ceedes +25, 000 503, 000 +51 | 0.3 1..... —1.2 
aR eee +52, 000 151, 000 | —36 | 89.7 | 9.5 4.7 
IG Se —2, 000 329, 000 —777 | 90. 3 +.6 a 
OD. cn tiie — 60, 000 394. 000 | —161 8F, 6 | —3.7 +1.2 
RR RR in —51, 000 302, 000 | —438 | 73. 5 | —13.1 —.7 
1008 cee —64, 000 358, 000 | —442 | 68.4 —5.1 wil 


1 Derived from data from Fueloil and Oil Heat. 

4 Fueloil and Oil Heat. 

*U. 8. Weather Burau. 

‘ Derived from data from U. 8. Bureau of Mines. 


These data indicate a permanent decline in the potential household market 
for coal: this decline is apparently persistent and will continue until all house- 
holds which prefer oil or gas to coal as a household fuel (and which can afford to 
convert) have converted. It should be noted that the substitution of gas burners 
for coal burners is not covered in table II since the data are not available; addi- 
tion of these data would make the future outlook for coal even more gloomy. 
The general increased importance of gas burners is shown in table III. 
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Tabie Ill Vumber of automatic domestic control heating units in use 
Oo ( G Oil Coal Ga 
. y l 4, 491 1, 236 5 1 
1, 434 || J 1 \7 1,17 4, 08 
8 || J 719} 1,1 4. 677 
j J , 292 | 1,061 71 
Fuel O oil A 
This declining trend household consumption because of a declining trend in 
the number of coal burners in use is not, however, the sole reason for decreased 
household consumption \ complete explanation must include a discussion of 


the abnormal weather conditions of the past 5 years. These weather conditions 
are also shown in table II In discussing them, an explanation of the term 
degree days” is necessary This explanation is in appendix A. 

The years 1949-52 have all been abnormally warm; consequently, on the basis 
of weather requirements alone, with no consideration of the decline in the number 
of burners in use, it would be expected that household consumption of bituminous 
coal should have been less than the 1947 level in all subsequent years.” To the 
extent that the decline in coal consumption by households is attributable to mild 
winters, coal consumption should rise again once hormal weather returns unless 
the recent mild winters should persist because a basic change in weather condi 
tions has made them normal 

Do these two factors which would be expected on an a priori basis to cause 
a decline in household coal consumption actually fit the statistical realities? 

It is impossible to state numerically the effects of either; however, the annual 
changes in household consumption seem in general qualitatively to be explain 
ible by the mild winters and decreased number of burners in use. During 1947 
there was a large replacement of hand-fired coal burners by oil burners. The full 
effect of this would not be shown until 1948, when there was, as is shown in table 
II, a decline in household consumption of some 9.5 million tons. Furthermore 
1947 was slightly colder than normal, while 1948 was slightly warmer than nor 
mal, again creating a tendency toward decreased consumption. The small rise in 
automatic burners in use apparently was not large enough to offset the other two 
factors. Household consumption during the next year, 1949, would be expected 
to be lower than in 1948 on the basis of weather conditions shown in table II; 
however, it is approximately the same. One possible explanation of this might 
he stock accumulations in the hands of retailers; however, table II shows that 
this was not the case. The slight 1949 increase is not wholly unexplainable, 
however. In the first place, the number of hand-fired burners replaced in 1948 
was not large compared with 1947; consequently, 1949 would not have fallen 
nearly so much for this reason from the 1948 level as did 1948 from 1947. Sec 

nd, except for the first 2 months, 1948 was also abnormally warm. The total 
leparture from normai degree days in those 2 months was 240. This means that 
the rest of the year had 276 less than normal. The effect of the first 2 months’ 
thnormally cold weather would probably not be shown in 1948 retail deliveries 

ince coal is delivered in advance of consumption. Consumers probably simply 
used their inventories in January and February and did not find it necessary 
to replace them for the winter of 1947-48 because March and April were mild 
months. Consequently, 1948 deliveries would not be expected to have been high 

Since 1949, replacement of hand-fired burners has continued, the number of 
iutomatic burners in use has declined, and winters have been mild. This should 
mean a continuous decline in consumption, part of it permanent; the data sup- 
port this by showing a persistent decline in household consumption. 

(3) Other industrial consumption.—The reader will remember that the “other 
industrial” category showed a rather sharp decrease from 1947 through 1949, 
with much smaller annual declines subsequently. This category of coal con- 
sumption includes deliveries to all industrial users not specifically enumerated 

It should be noted that fuel consumption for heating would not necessarily vary pre 
cisely with the degree data in table II, since only one city has been used This city might 


have deviated somewhat from general weather conditions in the coal fuel market in any 
ir, although any such deviation should be slight. 
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ble I; it is possible, because of errors in the reporting system, that some 
veries to retailers may also be included Part of this in trial consump 
ld be expected to vary with general industrial activity since it is in part 

3 for such things as motive power for machinery lloweve! ec] f it is 
ed for industrial heati which is much more a function of weather conditions 
f industri pi et house d ! it shows up in this 
ries would also fluctuate principally with weather cor tions To the extent 


mit there has been a substitution of other fuels for coal in industries having 


power equipment that burns coal and oil, ar pel | as as well, the d ne 
be permanent, Cepending on future prices of coal, ¢ and gas To the 
extent that there has been a substitution of oil and/or ge: burners for coal 
bh ners the decline is permanent The data on the number of coal stoker in 
existence (see table II) contain a few industrial stckers: any decline in the 
number of these is also permanent lLlowever, much, if not mest, of the decline 
n miscellaneous industrial consumption is probably attributable to the mild 
inters beginning with the winter of 1948—49 rhe weathe condit s shown 
ible II would be compatible with a sharp decline in 1948S from the 1947 level 
further decline in 1949 rhere as abnormal a weathe in 1947, 
weather 14 afte e fi : i ol \ 
veather throughout 1949. Subsequent years have been mild; the slight 
1 tent decli since 1949 may well be the result of a pet anent trend It 
S ysis be correct, then a return to normal weather should lead to a level 
ng of series, if not an increase 
The discussion of the declining trend may ne ] ummariz 1) Railroad 
ption is declining persistently; (2) household consumption is declining 
stently to some extent (perhaps to a lai r ent). and also temporarily 
ed by a series of mild winters; (8) “other” industrial consumption is 
hat be se of a declining trend in coal usage, but probably principally 
use of mild winters 
acon 
eC ¢ inter-cyclical movements in coal consumption 
Let us now turn to a consideraiton of the counter-cyclical declines in coal 


umption from 1947 to 1948 and from 1951 to 1952, decreases that occurred 





face of a general rise in economie activit) In 1947 the Federal Reserve 
I d index of industrial production for manufacturing industries was 194; in 
$48 it was 198. This represents an increase of 2 percent. Similarly, the move 
ent from 220 in 1951 to 230 in 1952 was an increase of 0.3 percent I pite 
is increased industrial activity in both pairs of years, the declining trends 
several kinds of coal consumption continued 
There were depressing erratic forces at work. Remember that 1948 was a 
varmer vear than 1947 (see table IT) In 1952 weather conditions were ap 


proximately the Same as in 1951. However, there was a prolonged steel strike 
n 1952. The primary effect of this strike, on coal consumption is shown in 
hart VI, which compares coal consumption by steel mills and coke manufac 
irers (Whose principal customer is the iron and steel industry) with steel 
output for 1951 (a year without a strike) and for 1952. This, together with the 
idary effects of the strike, explains much of the 1952 decrease. In addition, 
exports in 1948 were less than in 1947 and were again less in 1952 than in 1951 
rhe total ffect of the erratic forces (excluding secondary steel strike and 
weather effects which cannot be expressed quantitatively) is summurized in 
table IV 
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CHART WL 


STEEL WORK AND COKE OVEN CONSUMP1ION OF BITUMINOUS 
COAL COMPARED WITH STEEL INGOT PRODUCTION 
(1951 AND 1952, BY MONTHS) 


Millions 
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XONSUMPTION OF BITUMINOUS COAL 
BY STEEL WORKS AND COKE MFGRS. 
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Source: Steel output from US. Dept. of Commerce 
Coa! consumption from U.S. Bureau of Mines 


TABLE 1V.—Erratic fluctuations in coal consumption, 1947 to 1948 and 1951 to 1952 


[Millions of tons] 





























1947 to 1948 
Item satatercnnditliiintinaaneicmmeincemeat * 
1947 1948 Change 
Exporte..........- pdcéaces pebebesbacdéendogsnddeueenausece 68.8 45.9 —22.8 
1951 to 1952 
1951 1952 | Change 
ON i aa ial siitaaaiiats a ie 56.7 | 49.3 | —7.4 
eT a eed aa 8.0 | 6.8 —1.2 
Coke manufacturers. .........--- della tease tinliiaa dia 113. 6 7.1 | —16.5 
ND ci cccciinsihaiemenieii aa i 178. 3 | 153. 2 —25.1 
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The effects of the declining trends and weather are shown in table V. (It is 
impossible precisely to isolate the effects of weather and declining usage of coal 
burners from the household consumption figures. ) 


" 


TasLE V.—Declining trends in coal consumption, 1947 to 1948 and 1951 to 1952 


[Millions of tons] 


1947 to 1948 1951 to 1952 
Item 1947 1948 Change 1951 1952 Chang 
Railroad consumption aaah | 109. 3 94.8 —14.5 | 54.3 38.0 | 16.3 
Household consumption................ 99. 2 89.7 | —9. 5 73.5 78. 4 | —5.1 
Total dla alta inate ne 208. 5 184. 5 —24.0 | 127.8 106. 4 —21.4 


The total change from the trend and erratic factors from 1947 to 1948 was 

16.8 million tons, compared with a change in total output of -31.1 million. 
The total change from trend and erratic factors from 1951 to 1952 was -46.5 
million tons, compared with a change in total output of —69.7 million. The 
remainder of the disparity between 1951 and 1952 is accounted for by the fact 
that 20.9 million tons of the 1951 production went into inventories, while there 
was a net withdrawal from inventories of 2.3 million tons in 1952; this would 
mean a net decline in output of 23.2 million tons from this source alone. The 
counter-cyclical movements, then, are readily explained by the declining trends, 
erratic movements, and changes in inventory accumulation. 


The importance of residual imports 


Table VI summarizes the change in bituminous coal consumption from 1947 to 
1951 and shows the concurrent change in residual fuel oil imports (in terms of 
equivalent tons of coal). There was a net decrease in coal output of 95.7 million 
tons, while the equivalent increase in residual fuel oil imports was only 15.6 
million tons. This means that if residual imports had not changed at all, cval 
output would still have declined by at least 80.1 million tons. The increase in 
residual imports, net of exports to areas to which Venezuelan or Canadian oil 
can be diverted, is about 13.6 million tons—14 percent of the decline in coal out- 
put. Residual imports, then, can be blamed at the most for only 14 percent of 
the total decline in coal output since 1947. Note that this assumes that coal 
and residual compete in all coal markets. 


TaBLE VI.—Change in bituminous coal consumption and residual fuel oil imports, 
1947 compared with 1951* 


[Millions of short tons] 














| 1947 1951 Change 
INDUSTRIAL CONSUMPTION OF COAL | 

2 MOS. vc nb cabeedccesdseccdsccoseddncuusedscadeneduecsnses | 109.3 | 54.3 —55.0 
CRS CN i ie iitimecnmnntieedamettdimeannenanes | 104.8 113.6 +8. 8 
OS i iil A ALENT LT ATE | 86.0 101.8 +15.8 
Sterlweies Oe CU HUNG... .< cnnncccsccndcbvecaccccccovceoes 10.0 | 8.0 2.0 
CO ae eb bn nbniddwdenincdceesisscdketoustunnbete | 7.9 8.5 +.6 
OUR cc. ict dddibch ddebhe cceudinwomescbuwnneneeneroqcections | 126.9 | 96. 6 | —30.3 
I oe) og ec cagasasweabipeaead 445.0 | 382.8 | —62.2 

Coal used in ships in foreign trade. ..........-.-------.------- 1,7 9 | —.8 
Retail deliveries of coal. .............-..-.. iirniiiinniinaeetmney 99. 2 | 73.5 | —25.6 
Exports of coal ilharat 68.8 | 56.7 | —12.0 
Stock accumulations of coal 16. 0 | 20.9 | +5.0 
Grand total coal output_...-.-.--..--~--.-- 630. 6 534.9 —95. 7 
Residual fuel-oil imports in equivalent, tons of cos al. 13.0 28. 6 | +15.6 








1 1947 is the nei year of teat output; 1951 is the most recent year not affected by steel strike. 


Source: Derived from Bureau of Mines data. 
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coal consumption which show a de 151, two can in no way 
el ed « residual imports. One consumption, represents 
mportant single ecreas ol This is case of 
i of oil for « | ports of which are incon 
q I re which ndeed, railroad ¢ 
of dual fe ost i a i mm 1947-51, as did r: 
sum] n of ce (+: d ent res) vely) The other category is 
orts; it would st in ft i yination somewhut » attribute the errati 
tions in coal exports t ner sed imports of residu fuel oil 
I i in ¢ Ve rg or the aeci Y i retail deliveries 3 
iso tavie to light Tue . ce home « urners us distillate fuel | 
t ¢ lua ro the smu é f hat retail cde eries in ide sales to office 
b lings large apal el | s havil ners W h use residual 
! ports ld have een stituted for coal 
‘ fe i then, dor ne mpete with coal in two important coa 
! roads d exports, ane only « mpetes to a small extent in the 
! ting m et Where is residual used? Table VII shows residual fue 
CO! ption in 1951 in the Atlanti States (which account for over 99 
ent of residual imports) by consuming groups, together with the source of 
the 1 l sed in this are In 1951, 44 percent of the residual burned in the 
( e fro iports, 33 percent from refineries in the area, 22 percent from 
f coast re eries, and 1 percent from inventories or other refining areas 
Which parts of this residual market compete with coal? Railroad residual 
fi the most part does not compete ith coal, since it is used for the most part 
( burning steam engines Ship consumption of oil cannot validly be con 
lered a competitor of coal, since coa rning vessels are obsolescent, if n 
ete. Similarly, militar il company, and miscellaneous consumption are 
unlikely competitors of coal These categories account for percent of tota 
consumption In addition, those apartments and buildings which burn residual 
for heating oil in burners suitable only for oil are also not competitors of coal 
‘ f conversion of the burne { possible ) or installation of new burners 
PARI Vil Consumption and origin of re sidual fuel oil in the Atlantic States, 
1951 
Millions of | Pereent of 
barrels total 
r ’ i { ¢ 
16.4 
RS 
17.2 { 
0 
[ uport sbroa 119.2 ‘4 
‘ RR ) 
mG : 60.4 | 22 
“i vals f irea 2.7 1.0 
270.8 100. ( 
] ] .e W t\ Ver 
S Bureau \f 
It is principally in the gas and electric power company and general industrial 
markets that residual and coal compete. This is especially true of power com 


anies, most of which have facilities that can burn either coal, reisdual fuel oil, 
or gas It is only in these industrial market, which account for about half 
of residual consumption in the Atlantic States, that residual imports can pos 
sibly have taken business away from the coal industry. 

What actually happened to residual consumption in these markets from 1947 
to 1951 Table VIII shows the change in residual consumption in these markets 
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in the Athantic States from 1947 to 1951. (The heating oil market has also been 
ncluded in order that the estimate of the effect of oil imports may be 
maximized. ) 


raBLe VIII Change in residual fuel oil consumption in the Atlantic States in 
markets where coal and residual compete, 1947-51 
Equ lent tons « milli ) J 
Class of consumption 194 1951 Changs 
tric powerplant 9 11.1 2.4 
u iustri +. 4 21.2 56.5 
} 8.2 11.3 l 
43. 6 5 
( Bureau of Mir 


fable VIII shows that the change in imports of residual fuel oil from 1947 to 
1951 cost the coal industry at most only 12.3 million tons of coal. This assumes 
that all of the increased consumption in each of these markets is attributable to 
a substitution of residual for coal and that this substitution came from imports 
The later assumption is valid enough, since the amount of domestic residual 

ed in the Atlantic States decreased. (See table VII.) Che former assumption, 
however, may well overstate the amount of substitution of residual for coal 
Since industrial production was 12 percent higher in 1951 than in 1947, it is 


only reasonable to expect to find more residual being used in 1951 than in 1247 
as and electric powerplants. Remember that coal consumption by electric 
werplants also rose from 1947 to 1951 In any event, had there been no 


change in residual imports, coal output would still have declined by at least 
S3.4 million tons from 1947 to 1951, compared with an actual decline in output 
of 05.7 million tons 


( clusion 

Coal output and consumption has fallen precipitously since the alltime peak 
vear of 1947. This is attributable to three basic factors: (1) A declining trend, 
which shews its effects principally in decreased railroad consumption because 

dieselization and substitution of oil or gas burners for coal burners in homes 
(2) a series of mild winters; and (3) fluctuating coal exports. There was also 

decline in 1952 from 1951 because of a steel strike. The loss of coal markets 
from the declining trend is permanent. The loss of coal markets from the mild 
winters and steel strike is temporary. Exports are erratic 

Attributing this decline wholly or chiefly to oil imports is economic nonsense 
Net residual imports in total amounted to only 5.5 percent of 1952 coal output, a 
year when coal production was temporarily depressed by warm weather and 
a steel strike, making the 5.5 percent figure too high. Furthermore, it is only the 
change in residual imports which can be held responsible for a change in coal 
output. This effect can be measured, as a maximum, by the change in residual 
consumed by those sectors of the economy where coal and residual compete 
gas and electric power utilities, industrial usage, and to some extent heating 
This measure must be limited to the part of the country where residual is im 
ported ; viz, the Atlantic States. This change from 1947 to 1951 was equivalent 
to only 12.3 million tons of coal per year, while coal output in 1951 was 95.7 
! on tons less than in 1947. This represents only 13 percent of the decline 
from 1947 to 1951 and only 2 percent of the 1947 level of production. Residual 
imports in 1951, then, displaced a maximum of 2 percent of the peak year’s coal 
production. It is, therefore, wrong to claim that residual is “seizing coal markets 
and bringing impoverishment to coal communities throughout the Nation.” 
Had residual imports not increased at all, 1951 coal output could have been no 
more than 12.3 million tons higher than it was; it could have increased by 


no more than 2.3 percent. 
II. OI 
It was alleged in 1949—50, as it is again being alleged, that a “flood” of foreign 


oil was threatening to inundate the domestic oil industry ; these allegations paral 


Speech of Representative C. W. Bishop, of Illinois, February 12, 1953 






























































1336 TRADE AGREEMENTS EXTENSION ACT OF 1953 


leled those made by the domestic coal industry. This study will investigate the 
accuracy of such prophecies as the following: 


“If oil imports continue at present levels, these industries (coal, oil, and 
railroads) will suffer lasting injury. 

“Because of the imports of foreign oil, incentive to drill is waning and 
curtailment in domestic oil operations is the order of the day.” 


These are quotations from the report on hearings held in 1950 by a subcommittee 
headed by Senator Neely of the coal State of West Virginia. 

Has the oil industry in the United States suffered “lasting injury”? Has 
drilling waned? 

Has “curtailment been the order of the day’? 

What, in short, has happened to the domestic oil industry since oil imports 
began to rise after World War II? 

At the outset it is necessary to distinguish between those oil imports which 
compete with the domestic oil industry and those which do not. The only part of 
imported oil that could, under current price conditions, compete with domestic oil 
is imported crude oil and the small amount of imported light refined products. 
The other part of oil imports consists of residual fuel oil. Under ordinary condi- 
tions the amount of domestic crude oil produced depends not on the demand for 
residual fuel oil, but primarily on the demand for gasoline, and to a lesser extent 
on the demand for distillate fuel oil and kerosene. These products have a much 
higher per barrel value than does residual fuel oil. For example, as of April 1, 
1953, the Oil and Gas Journal reported the following refinery prices on the four 
principal refined products: 


Texas gulf coast prices of 4 principal refined products, Apr. 1, 1958 


{Dollars per barrel] 


Low | High 
| 
Gasoline (regular 4.41 4.62 
Kerosene ‘i aeniets | 3.78 | 3.78 
Distillate fuel oil ‘a . bee tate Bait : 3. 36 | 3. 36 
Residua! fuel oil.. ....-.-- SondoeneeHesceusetsboancepnionens 1. 50 1. 65 


Under such price conditions, refiners would naturally want to maximize yields 
of the first three products, especially gasoline, and minimize yields of residual 
fuel oil. (The value of gasoline to the refiner is probably not so much greater 
than that of kerosene and distillate as would appear from the prices alone, since 
gasoline production involves greater specialized production costs.) However, in 
the refining of crude oil some residual is necessarily produced; the amount de- 
pends on the character of the crude and the type of refining facilities used. 
Currently, the nationwide average yields of residual are below 20 percent, 
although they range up to 37 percent in California (where there is a large amount 
of “heavy” crude) and down almost to 10 percent in the midcontinent area, where 
residual is worth only about $0.90 per barrel. 

Since yields are minimixed, the amount of residual fuel oil produced in the 
United States is insufficient to meet domestic demand. For example, in 1952 we 
consumed 555.9 million barrels of residual, but only produced 454.8 million bar- 
rels; the remainder was made up by imports. 

If a ban were to be placed on residual imports, it is most unlikely that do- 
mestic production of residual would rise since the price of residual would have 
to be doubled before its production would yield a per-barrel return approaching 
that of distillate fuel oil. For this reason the removal of imports, which ac- 
count for 23 percent of total domestic consumption (1952 data), would hardly be 
likely to stimulate increased residual vields. 

The conclusion that follows from this argument is that residual fuel oil im- 
ports do not compete with domestic refinery operations—simply because resid- 
ual is too cheap to make it worth the refiner’s while to produce it. Residual fuel- 
oil imports in no way supplant domestic operations of the oil industry. It 
might be argued that heavy crude, most of which is produced in California, is 
supplanted by residual fuel imports, but California now has an oil shortage. 
Furthermore, all residual imports are to the Atlantic States; shipment of residual 
from California to the east coast is an uneconomic operation. The transporta- 
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tion costs from the gulf coast to the east coast is about 40 cents per barrel, com- 
pared with a gulf-coast price of $1.50-$1.65. The shipping cost from California 
through the canal would be prohibitive; California residual cannot compete with 
gulf coast residual in New York at a delivered price of about $2 per barrel. 

Residual fuel-oil imports, then, do not affect the domestic oil industry. Rather, 
it is imports of crude which compete with domestic crude production. Why not 
mports of other refined products also? These are inconsequential in volume; 
furthermore, the United States is a net exporter of the first three refined prod- 
ucts. In 1952 we imported 9.3 million barrels of these and exported 78.7 million 
barrels, a net export balance of 69.4 million barrels. The United States is, how- 
ever, a net importer of crude oil; in 1952 we imported 209.6 million barrels of 
crude and exported 26.7 million barrels, a net import balance of 182.9 million 
barrels. This oil does compete with domestic crude. The question to be examined 
here is whether this alleged “flood” of foreign crude oil is actually destroying 
the domestic oil industry. 

In the first place, it is seriously to be questioned whether there has in reality 
been a “flood” of foreign oil. It is only net imports of crude which count in 
measuring the effect of imports on the domestic industry, since foreign crude 
could be diverted to our present export markets in the event of the erection of 
irtificial legislative barriers against crude imports. Chart VII compares total 
crude production and consumption in the United States since 1946 with net 
mports of crude oil. Table IX shows the same information, together with the 
percentage of domestic consumption of crude that is accounted for by net 
mports. Note that the largest percentage figure shown in table I is 7.5 percent. 
Does a level of imports amounting only to 7.5 percent of domestic consumption 
onstitute a “flood” of imports? Hardly. 

In order to examine the extent of the “lasting injury” to the oil industry since 
mports of crude began to rise after World War II, it is necessary to inquire 
nto what has happened to (1) domestic crude-oil production, (2) the price of 
crude, (3) the level of drilling and of predrilling exploration, and (4) proved 
reserves of crude petroleum. If production has fallen in proportion to import 
ncreases, or if prices have fallen while production has remained constant, then 
mports are affecting the profits of those domestic oil companies which do not 
import If proved reserves are declining annually because imports have dis- 
ouraged drilling and predrilling exploration, then the industry and the Nation 
s a whole will suffer in the future. 


TABLE IX.—Comparison of domestic consumption, crude with net imports of 
crude, 1946-52 


[Millions of barrels] 


| | ‘timpo 
| Domestic | Domestic ‘eee 
Year i consump- Imports Exports |Netimports| > ' : 
production consump- 
tion } 
| tion 
! 
Me 1, 733.9 1, 730. 2 | 88.1 | 42. 4 45.7 2.6 
47 1, 857.0 1, 852.3 97.5 46.4 51.1 2.8 
18 2, 020. 2 2, 031.0 | 129.1 | 1.7 89. 4 4.4 
“9 1, 811.9 1,944.3 153. 7 1 120. ¢ 6.2 
1950 1, 973. 6 2.0%4.9 177.7 44.8 135.9 65 
1951 2, 247.7 2, 370. 4 179.1 | 8 6 150.5 6.3 
1952 2, 292. 0 2, 441.3 209. 6 26. 7 182.9 7.5 


source: Derived from Bureau of Mines data. 


(1) To what ertent has the “flood” harmed domestic production?—This ques- 
tion can be answered by referring again to chart VII and table IX. Remember 
that the maximum replacement of domestic crude by imported crude amounts 
only to 7.5 percent of total annual consumption. Had crude imports been entirely 
barred from the United States in 1952, domestie production (2,292 million bar- 
rels) would have risen by the amount of net imports, 182.9 million barrels, an 
increase of only 8 percent. 

There is one small decline shown in table I, namely, from 1948-49. Were 
imports responsible for this decline? Imports increased by 24.6 million barrels; 
domestic crude production decreased by 178.2 million barrels. Imports therefore 
accounted for only 13.8 percent of the change in output. The major part of this 
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CHART WIT 


CONSUMPTION AND PRODUCTION OF CRUDE OIL 
IN THE UNITED STATES COMPARED WITH IMPORTS 
OF CRUDE OIL INTO THE UNITED STATES 
(1946-1952) 


Billions of 
Borreis 


2.5 


2.0 


PRODUCTION 





oar 
1.5 | . | 
| 








1946 1947 1948 1949 1950 195i 1952 
Source: U.S. Bureou of Mines 


decline is attributab to mild weather and the recession of 1949; these were 


discussed above in the comments on bituminous coal (See chart III and table L.) 
(2?) Hast flood ‘of forcign oil driven ¢ on crude priee s? Ex cept for some 
ices of heavy crud a minor part of United States output 


fluctuations in ] 
the price of crude has not changed appreciably since 1947 

(3) Have crude imports curtailed drilling activitics?—Chart VIII shows the 
total footage drilled in the United States by years from 1946—52. It will be noted 
that the level of drilling activity has risen sharply since 1949, thereby disproving 
the predictions (quoted above) which were made by the advocates of restrictive 


legislation in 1950 

It could be possible that the in ise in total drilling activity is accounted for 
wholly by increased developmental drilling in existing fields, but this has not 
been the case. Exploratory drilling in new territory has also increased, (Total 


exploratory footage drilled is also shown in chart VIII.) This means that the 
“eurtailed”’ oil companies are not simply resting on their laurels by developing 
existing fields, but are actively drilling for new sources of oil—the essential 
requirement for purposes of national security as well as for the continued health 


of the industry 





SAE 
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CHART WIT 
TOTAL FOOTAGE DRILLED AND EXPLORATORY FOOTAGE DRILLED 
Millions of Feet (1946-1952) 


TOTAL FOOTAGE 


Source: World Oi! 
1946 1947 1948 (949 1950 1951 1952 
CHART Ix 
PROVED RESERVES OF CRUDE PETROLEUM IN THE UNITED STATES 
Billions of Borrels (1946-1952) * 








oO tT 
1946 1947 1948 1949 1950 195! 1952 
* End of year 


furthermore, predrilling exploratory activity, that is, geological exploration, 
is also increased In 1850 the Keogh committee, which investigated the prob- 
em of oil imports, found that no appreciable harm from imports had come to 

e industry at that time. However, the committee was concerned about the 
future, since the number of geophysical and core-drilling exploratory crews in 
yperation had decreased from 559 at the beginning of 1949 to 455 at the beginning 
of 1950. This, however, was apparently a temporary decrease, since there were 
747 such crews active at the beginning of 1953 

(4) Have proved reserves declined ?—The best measure of the “lasting injury” 
aused by crude imports is what has happened to proved crude reserves. This 
S shown in chart IX Note that in the period of so-called lasting injury, 
proved crude oil reserves have reached an all-time high in the United States, 
This means that the domestic industry is drilling a sufficient number of wells 
0 find more than enough new oil each year to replace current production. There 
iis been a net addition to proved reserves in each year since World War II. 
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In sum, from 1946 through 1952, domestic production has risen sharply while 
crude prices have remained about the same, giving an increased total revenue 
to the oil companies. Their future position has been more than maintained as 
drilling activity has been greatly increased in order to assure the continued 
expansion of crude reserves. It is economically absurd to assert that the rise 
in oil imports has meant “curtailment” and “lasting injury” to the domestic oil 
industry. 


APPENDIX A 


It is not sufficient simply to use departures from normal mean temperatures 
as a measure of heat requirements, since a positive temperature departure from 
normal offsets an equal negative temperature departure from normal. It does 
not, however, offset the fuel used during the negative departure; consequently, 
a month having normal mean temperatures might actually have had above-normal 
heating requirements. In order to avoid this difficulty, special units have been 
selected for the purpose of relating weather temperatures to fuel consumption. 
These are “degree days.” One degree day is registered on a given calendar 
day for every degree the thermometer falls below 65° Fahrenheit. A long-term 
normal number of degree days for various cities is computed by dividing the 
total number of degree days over a period of years by the number of years. 

As an example of the eastern fuel market, Philadelphia has been chosen to 
measure the departure from normal degree days. The long-term (47-year) 
normal for Philadelphia in 1948 degree days was 4,739; in other words, fuel 
companies in that region in 1947 and 1948 expected normally to sell enough fuel 
for winters having 4,739 degree days. Has this expectation been fulfilled in 
recent years? Table Il shows that it has not. The departures from this normal 
number of degree days for each year from 1947 through 1952 are shown in table 
II. A positive departure in a given year means more degree days than normal, 
and hence more fuel requirement than normal, since there are more abnormally 
cold days than is usual. Conversely, a negative departure from normal means 
less heating requirements than usual. In 1947 heating requirements were 
slightly above normal; in 1948 they were slightly below normal. Since 19438 
they have been well below normal. 


The CuatrMan. The next witness is Mr. Otis H. Ellis, general 
counsel, National Oil Jobbers Council, Washington, D. C. 

We are glad to have you here, sir. If you will identify yourself 
and the capacity in which you appear, we will be glad to hear you. 


STATEMENT OF OTIS H. ELLIS, GENERAL COUNSEL, NATIONAL OIL 
JOBBERS COUNCIL, WASHINGTON, D. C. 


Mr. Exxts. Thank you, sir. 

Mr. Chairman, my name is Otis H. Ellis. I am engaged in the 
general practice of law in Washington, D. C., maintaining offices at 
1001 Connecticut Avenue, and am appearing here today on behalf of 
the National Oil Jobbers Council in my capacity as general counsel 
for that organization. 

Before proceeding with the main portion of my presentation, I 
would like to state for the record that I am also retained as legal 
adviser and consultant by the Ministry of Mines and Hydrocarbons 
of the United States of Venezuela. I would like to make it clearly 
understood that I am not appearing in my capacity as counsel to this 
ministry, and further that any statements, opinions or conclusions 
which I make are in no manner to be construed as reflecting the atti- 
tude or position of that ministry or, for that matter, any other branch 
of the Venezuelan Government. I make this statement for the reason 
that this representation is generally known in the petroleum indus- 
try, and may be known to some members of this committee, and I 
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want to be sure that there is no misunderstanding as to whom I rep- 
resent here today. 

I would like to interpolate here and say, Mr. Chairman, that this 
statement is a little formidable in length, but we cut six jobber wit- 
nesses, added a little to mine, so although it may appear formidable, 
I think we are saving the committee time. 

The Cuatrman. Very well. 

Mr. Exxis. The National Oil Jobbers Council is composed of 25 
State associations of independent jobbers and distributors of an in- 
dependent jobber or distributor of petroleum products and, for that 
reason, it might be well to define this operation. An oil jobber is a 
a marketer of petroleum products primarily engaged in wholesale 
distribution, although some jobbers also engage in the operation of 
filling stations and substantially all of them engage in the retail dis- 
tribution of household fuel oils. The term “jobber and distributor” 
is used synonymously in industry nomenclature. The word “inde- 
pendent” as it applies to a jobber means that he owns his own busi- 
ness and is not affiliated with, a subsidiary of, or in any manner 
financially controlled or dominated by a major, integrated oil com- 
pany. Independent jobbers and dealers, or peddlers, distribute ap- 
proximately 70 percent of the household burning oils consumed in 
this Nation. Jobbers and commission agents deliver to the service 
stations of this country approximately 40 percent of their total gaso- 
line supplies. The percentage of distribution of residual oil nation- 
wide is unavailable; however, it is definitely known that well over 
50 percent of the residual oil imported into this country is marketed 
by independent jobbers. I go into this detail in order to point out 
to the committee the extent of participation in the marketing segment 
of the industry by the independent jobber, and for the further purpose 
of showing that this group is a real party of interest to the outcome 
of any legislation which would affect the price or supply of petroleum 
products. 

The National Oil Jobbers Council particularly opposes that portion 
of the so-called Simpson bill, H. R. 4294, which would either easily 
permit or specifically require imposition of restrictions on imports of 
crude oil or petroleum products. While we oppose this bill, we com- 
mend its author for introducing it and this committee for granting 
elaborate hearings thereon. We feel that by incorporating the provi- 
sions which reflect an indication of change in our reciprocal trade 
policy, that you have alerted our business economy to the fact that con- 
sideration was being given to such change, thereby giving advance 
notice in order that they could come in and present their views before, 
and not after, the fact. 

In our judgment the principal issues for determination by this com- 
mittee are as follows: 

First, should we continue to have laws and policies providing for 
reciprocal trade agreements; secondly, whether or not our existing 
reciprocal trade laws are adequate for current needs; and thirdly, 
whether or not the amendments proposed by the Simpson bill are 
proper and necessary. As to the first issue, we definitely feel that it 
is imperative for our Nation to have laws and policies that will promote 
reciprocity in international trade. As to the second issue, we are of 
the opinion that existing laws are adequate for our current needs 
insofar as oil imports are concerned. 
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We have no opinion as to their adequacy as to other commodities. 
From the testimony we have heard before this committee, it appears 
that administration of the laws, not the laws, is the chief cause of com- 
plaint. I have already stated our position as to the third issue, and 
following are the reasons why we oppose certain provisions of the 
a. 

The oil imports quota prov isions of section 13 would create im 
me “ii ate shortages of supply of residual oil, thus depriving consumers 
of alternative choices of fuels and force a number of them to purchase 
new fuel facilities which use higher-cost eye 

2. The same quota provisions would, in our opinion, lead to ulti- 
mate shortages of crude oil both for peac atin use and especially for 
use in time of national emergency. 

3. Reduction of residual oils pursuant to the quota recommended 
would drive a number of independent distributors on the eastern sea 
board to the brink of bankruptcy. 

The economic forces set in motion by imposing quotas on crude 
oil and residual oil would, in our judgment, lead-to higher prices of all 
petrol um produc ts th roughout the United States. 

5. Enactment of some of these amendments, coupled with applica- 
tion of their provisions, will or can result in this Nation breaching two 
reciprocal trade oe ments covering oil imports—the General Agree- 
ment on Tariffs and Trade, and the trade agreement between this Na- 
tion and the United States of Venezuela. 

6. A number of the proposed amendments would create inconsisten- 
cles of position, mechanical difficulties, proce dural conflicts, and other 
practical problems which would in effect leave us with a policy of 
reciprocal trade in name only. 

I will now discuss some of these reasons, leaving the remainder for 
discussion by other jobber witnesses. 

Direct effects on the independent jobber : The success or failure of a 
jobber—or, for that matter, any indepe ndent marketer of petroleum 
products—depends primarily on two factors. First, an adequate and 
onsistent supply of petroleum products and, second, an ability to 
purchase and sell these products under such conditions as to provide 
a reasonable margin of profit. Any circumstance or economic pres- 
sure which adversely affects either of these factors is tempering with 
the jobber’s vitals. 

If import quotas are imposed on residual oil, the jobber’s supply will 
he drastically curtailed since the domestic industry cannot, after giving 
due regard to good conservation practices, supply the deficiency. 
There are many jobbers up and down the eastern seaboard who deal 
primarily in residual oil and a good portion of their supply is im- 
ported either by themselves or - others from whom they purchase. 
Millions of dollars have been expended in the purchase of storage 
and transport facilities especially designed for residual oil. These 
facilities are not readily susceptible to conversion for the handling 
of either coal or natural gas. I will not dwell on the effect of curtail- 
ment of residual imports on jobbers, since there are a number of 
jobbers directly affected who will appear before this committee to 
speak for themselves and give firsthand information as to what 
these quota provisions will mean. 

The next question is, how would the quota provisions affect the thou- 
sands of jobbers throughout the country who do not handle residual 
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oil? It is our belief that curtailment of imports of crude and residual 
will immediately result. in higher residual prices and ultimately will 
ead to higher prices for crude oil. This latter will, in turn, lead to 
higher prices for other petroleum products and particularly house 
hold burning oil. When the price of any petroleum produ t goes up 
thout a commensurate increase in the jobber’s margin of profit, it 
means that he must procure more capital to carry the added cost of 
his inventory and credit sales. The jobber is already at the breaking 
point for capital requirements, due to excessive taxes and the greatly 
increased costs of doing business, 
i724 might inte) polate at this point, I received a call this morning 
that directed that I give a message to the chairman of the committee. 
Phe chairman of the National Oil Jobbers Council called this morn 
ing and said, “Will you please tell Mr. Reed not to get so involve 
in the rec Iproe al tr: ide bill that he won’t keep pushing that H. R. 


He hs as not been able toe xpand facilitie in proportion Lo ¢ xpand 


ing markets of petroleum products, and as a result, finds himself stand 
ing still while marketing growth marches on. An increase in the cost 
of burning-oil products also poet s another problem for the jobber- 
that. is the a lem of competition with natural GAS in those are 
where natural eas is available. 

While I do not contend that all of these economi pressures will 
happen the morning after these quotas are put into effect, 1 do con 
tend that they will be ultimate and not too far distant. The jobber has 


a P ‘ ‘ 4] \’ velo _ 4 . 
a vivid recollection of the year 1945 when LillS uN ation couiad 10S 


ral 


sibly meet the demand out of its own crude reserves and, had it not 
been for imported oils, the situation would have been critical, The 
jobber we that such a situation could arise again and if, in the 
meantime, we have alienated these foreign 
b ee hota 


i sources of supply, he will 

These are the things the jobber fears most when people begin to 
ts um per with supply or set In motion artific ial fac tors which will affect 
the pr Ice of the products he sells. 

It could be added that the consumer of petrol eum p! oducts, in one 
sense faces the same prob lems that the iobber 4 aces—that is adeq 
consistent supply at reasonable prices. 

What about the consumer / I will leave the posit on of the cor 
umer for discussion by consumers themselves, or the jobber distribu 
tors who deal with them on a daily basis. ‘I i is one thought, how 
ever, that I would like to leave with this committee: and that is this 
that I feel that we should think twice before we deprive a consumer of 
a choice of fuels, and particularly when we leave him only one sou 
of fuel, and that at a higher price. Passage of this bill could well 

ie beginning of end use control of fuels 

I have gone to the trouble to ascertain what the members of t 
committee use as fuels for their homes. I find that 6 members u 
fuel oil; 8 members, natural gas; 5 live in apartments with the heati 
fuel unknown; 1 lives in an apartment heated with gas; 1 lives in a 
apartment heated with fuel oil; I’ lives in an apartment heated with 
coal: 1 uses coal for his townhouse and fuel oil for the summer home; 
| lives with oo whose home is heated with fuel oil: and as to 
the remaining 3, I was unable to find what kind of fuel was used. 

I suspect that you gentlemen who use fuel oil or natural gas do so 
for the same reason that I do—it is available at a reasonable price, 
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it is clean and efficient, it lends itself to automatic operation, thus 
eliminating the dirty, grimy task of stoking a furnace and, in my case, 
it provides me with a playroom for my children in an area which 
would otherwise be a coal bin. Surely, the industrial users of residual 
cil—regardless of its source—are entitled to the same right of election. 

Legal and contractual implications: While we believe that enact- 
ment of this proposed legislation would create hardships for jobbers 
and consumers, we also fee] that it would create international difficul- 
ties which might be of even greater importance. I refer to the propo- 
sition that these amendment might require this Nation to violate 
the sacred obligations of its international contracts. 

First, let us consider whether or not the provisions which would 
seek to specifically impose import quotas on crude petroleum and 
products, if enacted into law and put into effect, would be in violation 
of the terms and provisions of the two trade agreements which grant 
or bind concessions on imports of crude oil and products. To legally 
invoke quotas on oil imports would require following the criteria and 
procedures prescribed in the escape clause of one, or possibly both 
of these agreements. The right to invoke the escape clause is in 
substancee predicted on the criteria of causing or threatening seri- 
Gus injury, and such a finding or showing must exist before it can be 
Jegally invoked. Since these provisions in the Simpson bill do not, as 
a matter of law, presuppose such a finding, application of oil quotas 
thereunder would constitute a breach of contract. 

Even if the Congress determined that the criteria established in 
the escape clauses of the respective agreements had been met, an at- 
tempt to invoke such clauses by way of legislation would be a breach 
of contract since a means is not provided to comply with the pro- 
cedural requirements. It should be pointed out that the criteria in the 
escape clause provisions of both of these contracts substantially com- 
plies with the peril-point provisions in existing law and, as a mat- 
ter of fact, such criteria was placed in the Venezuelan agreement 
pursuant to the mandates of the Trade Agreements Extension Act 
passed by the Congress 2 years ago. 

Now, let us look at the proposed amendments to the general pro- 
visions as are contained in sections 3 through 12 of the Simpson bill. 
Sections 3 and 6 of this bill change the peril point standard from 
causing or threatening “serious injury to the domestic industry” to 
causing or threatening “unemployment or injury.” 

Obviously, the amending wordage considerably relaxes the cri- 
teria of “serious injury” which is contained in the escape clauses of 
the two agreements dealing with oi] imports. In the event the 
Tariff Commission made a finding under the amended peril-point 
criteria which fell short of meeting the standards of the criteria in 
the contracts, and the President was forced to take action as provided 
in section 6 (c) of the Simpson bill, then such action would also 
amount to a breach of these contracts. For example, let us say that 
the coal industry, or any segment thereof, petitioned the Tariff Com- 
mission for an investigation to ascertain whether or not increased 
imports of residual oil were causing unemployment of or injury to 
Ameircan coal miners. Let us assume that in conformity with the pro- 
cedures prescribed, the Tariff Commission found that, due to in- 
creased oil imports, 10,000 miners were unemployed thus causing in- 
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jury, but it also found that such unemployment did not constitute 
serious injury or threat of serious injury to the coal industry. 

It can readily be seen that on this hypothetical statement of facts 
the criteria of the escape clauses of the two agreements dealing with oil 
has not been met. Yet, despite this fact, the Tariff Commission would 
have to declare such modifications as were necessary to relieve the in- 
jury, and the President, in turn, would be forced to take action which 
would breach these two international trade agreements, thereby leav- 
ing our Nation subject to damages in a court of international law. 
This is but one of many examples of where, under the proposed 
amendments, instances might arise whereby the President would be 
forced to breach our existing international contracts. 

The amending language could also pose another legal complication, 
in that it changes the language from “producing like or direc ‘tly com- 
petitive products” to ‘ ‘produc ing like or competitive articles.” Tt will 
be noted the word “directly,” w hich is used in the ese ape clauses of the 
two agreements, is dropped in the amending language. 

Outside of this complication, there is the problem of defining “com- 
petitive.” Would the amended language mean that the peach growers, 
faced with a bumper crop of peaches, could obtain import restric tions 
on bananas on the premise that it was a competitive article? I serious- 

ly doubt whether an international court, trying an action for breach of 
an international trade agreement, would hold that bananas and peaches 

were directly competitive articles or products. Admittedly, this is an 
exaggerated example but I have used the exaggeration to point up the 
difficulties that may be encountered over dropping this word “directly.’ 

It will be noted that I have not argued whether our existing interna- 
tional contracts dealing with oil imports, are good or bad. The point 
is, whether good or bad, they are contracts between this Government 
and other governments and the provisions thereof cannot be unilateral- 
ly changed without assuming the risk of facing actions for breach of 
contract, as well as other adverse effects that might flow from such 
actions. If these contracts are considered bad, then both of them 
should be modified or amended and, if any party thereto does not see 
fit to agree to a proposed amendment, then the other party is provided 
with a means of terminating the agreement with honor and in ac- 
cordance with the provisions of the agreement. 

Practical problems posed: Now let us view some of the practical, 
procedural and mechanical problems posed by the Simpson bill in the 
light of the two existing trade agreements referred to. I should point 
out that while my references deal in general with the effect on oil im- 
ports, in most instances the same objec tions would apply to any com- 
modity covered by a trade agreement having the standard form escape 
clause. 

Section 6 (c) of the Simpson bill requires that the President, within 
30 days take such action as is found necessary by the Commission to 
prevent or remedy the une mployment or injury found to exist. As- 
suming that the Commission’s findings met the escape-clause criteria 
of the affected trade agreement, let us then look to see whether or not 
the 30 days allowed would be adequate to comply with the procedural 
provisions of the escape clause. The procedures prescribed in the 
GATT and Venezuelan trade agreements require that before action 
under the escape clause can be taken, the contracting party desiring to 
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take such action shall give notice to the other party, in writing, “a 
far in advance as may he practicable,” and further, shall afford an op 
portunity for consultation in respect to the proposed action. 

[ seriously doubt if the time limit of 30 days would be ample t 
conform to this provision in most, if not all, cases. There is, of course. 
no exception. In critical circumstances, where delay would cause 
damage which would be difficult to repair, then the action may be 
taken without prior consultation, on the condition that consultation 
shall be effected immediately after taking such action. 

It might also be pointed out that under the provisions of the Simp 
son bill the President cannot enter into any agreement with reference 
to any commodity except as approved by the Tariff Commission, and 
he must also Impose modifications, et cetera, in accordance with the dic 
tate s ‘of thi same Commission. This as a practical matter, means that 
insofar as trade agreements are concerned, the President is reduced 
to a negotiating rubber stamp with little or no authority whatsoever 

Your attention is further directed to section 6 (d) of the Simpsor 
bill which makes aa change in the language of the existing 
act in that, as amended, it in substance states that the Tariff Com 
mission “shall consider as pphibeaas of injury the existence or likely) 
occurrence of a downward trend of production, employment, prices, 
profits, or wages among the American workers, miners, farmers, 01 
producers concerned,” as well as several other factors. In the existing 
language, the Tariff Commission is bound to consider such factors but 
s not bound to consider the existence of such factors as conclusive 
evidence of injury. I would interpret the amending language to mean 
that the existence of any one of these factors due to imports would be 
considered as cone lusive evidence of injury y or, at best, would be con 
sidered as prima facie evidence of injury. Since the bill is silent as 
to what degree of injury is necessary before any action can be taken, 
we must assume that any degree of injury is adequate criteria and 
further that any degree of a downward trend of production, un 
employment, prices, et cetera, would be adequate evidence to sustain a 
finding of injury. 

Now, as a practical matter, what does all of this mean? In my 
judgment, it means that any complaining industry would meet the 
necessary statutory requisites requiring modification of the conces 
sion on the imported commodity by showing that it was suffering a 
slight, downward trend of production, unemployment, prices, profits, 
et cetera, due to imports. If my conclusions as to the meaning of 
this a and its implications are correct, the net effect. would 
be that so long as there was a complainant who could provide these 
figments of evidence, no products could come into this country othe: 
than those products which we do not have, or the difference between 
the amount of those products that we have and the total demand for 
such products, and even this latter would be subject to challenge 
In brief. we would have a policy of reciprocal trade under the lan 
guage of the law which meant nothing. I will not attempt to argue 
whether we should have a policy of reciprocal trade or not, but it 
would appear that it would be better to have no reciprocal trade law 
than to have a reciprocal trade law that meant nothing. 

There appears to us to be some inconsistency of position in the 
criteria and procedures to be established and the specific quota pro 
visions. The existing law, as amended by the general amendments of 
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is bill, would provide criteria and procedure whereby industries 
could seek and obtain relief through the Tariff Commission. Despite 
these relaxed procedures, the bill would, by legislation, deprive the 
Tariff Commission of its function and, by legislative mandate, would 
mpose quotas on crude oil and its products without resort to these 
procedures. 

While there are other legal and practical problems posed by these 
mendments, I will not burden the committee further with discussion, 
will be glad to supply the committee with a more elaborate brief 

f it is considered that same would be helpful to your deliberations. 

The proponents of oil quotas: The principal proponents of this 
og gislation, insofar as it would affect oil imports, are the coal industry, 
both labor and producer, and an association of independent pendee ers 
con mmonl} re ferred to as IP: A! A. In od lition the ‘re are, of co urse, a 
few oil-burning, coal-hauling railroads and their related saline: | 
have found that it is often as important to examine those supporting 
legislation, and their reasons for such support, as it is to examine the 
wordage of the legislation itself. 

The coal group and IPAA, like many other industries which have 
appeared before your committee, have maintained in substance that 

y were dying on the vine and stated the cause of such demise was 

tributable to excessive imports. Let us look for a moment at the 

tory of these two groups for the purpose of ascertaining whether 
their alleged injuries, if any, are attributable to other causes. Let us 
iaied whether or not these groups can be relied upon to pro 
vide a consistent supply of fuel for this Nation if we alienate in any 
part our sources of imported supply. It might also be well in the 
ise of one of them to determine whether their history as prophets 
warrants acceptance of their current prophecies. 

First, the coal industry. Since others will dwell, and for that matter, 
Mr. Chairman, have dwelt on the subject of whether or not imports 
of residual oil have contributed to the present plight of this industry 
I would like to ree) back behind the scenes a little further. In July of 
1929 Mr. George W. Lewis, legislative agent of the United Mine 
Workers of America, filed a brief with the Senate Committee on 


Finance. This brief. which was made a part of that committee’s 
record of hearings on the Tariff Act of 1929, recommended an excise 
tax on fuel-oil imports. Mr. Lewis, at that time, stated in substance 


that. to permit the continued free entry of millions of barrels of 
foreign oil would ; simply mean the wrecking of the oreat coal i 

dustry. What provoked that statement? The answer probably is to 
be found in a presentation by Mr. H. L. Gandy, representing the 
National Coal Association in these same hearings. Mr. Gandy 
poin ted out that in 1927 imports amounted to 29,500,090 barrels; and 
in 1928, to the enormous total of 58,899,000 barrels. He failed to tell 
the committee that. the cause of the increase could be attributable to 
the great coal strike in 1927. That year industrial users of coal were 
caused great and undue hardship because they didn’t have an ade 
quate sup ply of bituminous coal—they had begun to look for a new 
form of fuel that could be supplied with some degree of certainty, 


and they found it in residual oil—both pomenite and imported. 
According to the Department of Labor Statistics, approximately 
165,000 miners were involved in a wage strike which began April 1. 


2604—) RG 
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1927. This stoppage continued for several months, with many of 
the workers remaining out until the end of the year. As a result of 
this strike, the coal industry had 23 million man-days idle for the 
year 1927. 

Industrial users had begun to get a stomach full. If you will trace 
through the years, you will find a history of strikes, lockouts, and 
other forms of work stoppages which have taken such a toll on the 
great coal industry that they in effect stood still while American i1 
dustry in general marched on. I have a vivid recollection of sitting 
in a mudbound tent in England, in 1943, when a hometown new: 
paper—months old—reached me. This paper reported a genera] 
strike of the bituminous coal miners. The miners wanted $2 more per 
day, portal to portal, or traveltime pay, and other benefits. This, 
mind you, in time of a national emergency which was so serious that 
the Federal Government had to step in and seize the mines. Are we 
now to cut off residual fuel oil and leave ourselves at the mercy of 
group who will stop the wheels of industry in the middle of a battle 
for our lives and independence? 

I will not dwell on the strike and work-stoppage record of the 
bituminous coal industry, but I am including in this statement statis 
tics which speak for themselves. 

(The data referred to follow :) 


ExHIBIT 1.—Work stoppages in bituminous coal mining, 1927-52 





Number aa = Number | 
Year Stoppages | of workers Ma: ange Year Stoppages | of workers Man-days 
nvolved — | involved | idle 
| 
1927 22 176 000 | 23.000 000 || 1940 . | 24 24, 400 | 153, 004 
1928 0 63, 200 5,940 000 || 1941. | 75 593,000 | 6, 750.00 
1929 58 S. 100 182 000 1942... 96 | 43, 200 | 264, i 
10°0 52 26, 800 8°23, 000 1943 _ 400 487.000 | = 7, 510, 0 
1931 57 52 400 1, 540 000 1944 is 792 | 2°0 000 | 1, 060, 0 
1932 43 63, 600 5.910 000 1945 4 598 582 000 | 5, 010, ( 
1933 102 142 900 2, 219 000 1946 4&5 834. 000 } 19, HOO, 1 
19°4 78 110 000 1, 560 000 || 1947 ; 415 490 000 2, 190, 0¢ 
1935 42 421, 000 2, 970 000 1948 F61 582 000 9, 560, 
1936 38 19 600 532, 000 1949 : 421 | 1, 120, 000 16. 700, ( 
1037 54 09 3N0 1, 930 000 1950 . 470 | 165. 000 9 320. OK 
1938 27 9, FOK 133, 000 |} 1951______- 549 | 213. 000 887. 0 
1939 25 355,000 | 7,300,000 |} 1952... 560 | 472,000] 2, 760, 0 


| 


Mr. Ex.is. I am not attempting to intimate that some of thesé 
strikes were not justified, nor am I attempting to argue that simply 
because they went on strike they are not entitled to relief from im- 
ports. I am attempting, however, to point out that we had better 
think twice before we leave some of our industries at the mercy of 
this group as a sole source of supply for their fuels. 

Now, let us take a look at IPAA. This organization came into ex- 
istence by virtue of the imports issue in 1929, and since that time they 
have vigorously fought for restrictions on imports along with a par- 
allel battle for the highest possible depletion allowances. 

I think their fighting has served a valuable purpose, in that it has 
kept the domestic industry alerted to the fact that unreasonable lev- 

els of imports should not be permitted to the extent that they would 
sersontlty jeopardize our domestic industry. I might further state 
that when imports reach levels that in our judgment might threaten 
the domestic industry with serious injury, the National Oil Jobbers 
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Council will, as a last resort, walk before this committee, and request 
egislative restrictions to protect that domestic industry. We do not 
believe, however, that it will ever be necessary to resort to such action 
for we feel that the domestic industry is quite capable of policing 
itself without need for Government regulation or legislative restric- 
L10On. 

On January 29, 1931, Mr. Wirt Franklin, representing IPAA, re- 
juested legislation which would limit oil imports to 20 percent of 
{928 domestic levels. He stated that as a result of excessive oil im- 
ports, “the domestic petroleum industry is being ruthlessly destroyed.” 
On February 13, 1931, Mr. Russell B. Brown, appearing before the 
House Ways and Means Committee on this same issue, read into the 
record a telegram from the same Mr. Franklin, then president of 
[PAA, whic hi telegram in part read as follows: 

Ultimate result will be complete annihilation of independent producer, re- 
finer, and marketer with resultant centralization of ownership and control of 
ntire petroleum industry in hands of some few companies now causing de- 

yralization by imports of foreign crude. 

A review of the current status of this industry will reflect that this 
lire prediction fell far short of ever coming to pass. On January 

, 1932, this same president of IPAA appeared before the House 
Ways and Means Committee, seeking a tax of 84 cents a barrel on 

etroleum imports. Mr. Franklin stated, “that the independent 
ranch of the oil industry cannot exist for another year unless relief 
s obtained.” That was the year when a tax of 21 cents a barrel was 
imposed—which tax within 1 year thereafter was of no value save 
for the revenue that it produced. 

On November 12, 1934, Mr. Franklin, testifying before the House 
Interstate and Foreign Commerce Committee, stated— 
the vast supplies of oil in South America are sufficient to completely destroy 
this whole industry in the United States if that oil is imported without limit. 

It has been imported without limit. I ask you, Has the industry been 
destroyed ? 

I will not belabor the committee with further quotations. I will be 
glad, however, submit to the committee, if so desired, the record of 
these appearances over the years, all of which I have read carefully. 
For 24 years these people have been prophesying doom and destruc- 
tion unless imports were restricted. If you read these records of the 
past 24 years, you will find that their theme song is the same, and that 
they have a consistent record of being wrong, as is demonstrated con- 
clusively not by my opinions but by irrefutable facts. 

Those facts, in brief, are these : In 1929, when this battle on imports 
began, we had 11 billion barrels of proved crude oil reserves in this 
country. Despite production over the past 24 years amounting to 
34,215,647,000 barrels, we have today well over 30 billion barrels of 
proved reserves. In 1929 we produced 1,007,323,000 barrels. We have 
increased our ability to produce to the point where, in 1952, we pro- 
duced 2,291,997,000 barrels of crude oil. In 1929 we drilled 26,356 
wells as contrasted to an all-time record of 45,895 wells in 1952. To- 
day, we have an estimated excess of productive capacity—with the aid 
of our current rate of imports—of about 1 milhon barrels per day. 
This is approximately the same situation in barrels that we had when 
we entered World War II. Mind you, all during the period of time 
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when our domestic industry has grown as indicated, we have heard 
that if imports were not stopped we were headed for ruin. I cannot 
see how anyone in the face of this domestic record could maintain that 
imports are killing the independent domestic producer, and partic 
larly the domestic petroleum industry. I can see no reason why 
these prophesies of doom and destruction are any more valid today 
than they have ever been. 

It has not b en my desire 1h pointing these facts out to be overt) 
critical of the attitude of this organization, but I know of no bette: 
way of refuting their claims than with the record itself. 

It will be noted that throughout this presentation I have not at 
tempted to debate or argue the issue of “protectionism” versus “fre 
trade.” I have directed the presentation, primarily, to a few of tl 
reasons W hy I believe the proposed bill does not meet our current needs 
al d would cause adverse ( ondit ions, some of { hem resulting in damacgt 
beyond repair in your lifetime and mine. It is our belief that befor 
we reverse a policy of 20 years’ standing or change the philosophies 
underlying the administration of a policy of reciprocal trade, thos: 
reverses or changes should not be made until every potential is ex 
plored so that our final decisions are based on reasoned judgment. We 
have pointed out where one group appearing before this committe: 
has been consistently wrong. We have — that another group is 
suffering from “Lewisitis.” We do not believe that this committee 
should change criteria, procedures, and policies until more study 
given to the need and extent, if any, of such change. This committe: 
has among its members men of man y years experienc e in trade and 
tariff matters, who are fully qualified to make that study. It is ow 

incere hope that this committee will give consideration to the making 

' further studies, or the awaiting of further studies made by others, 
ae these proposed changes are Sa 

I am not in full accord with some who suggest that this committe 

ully follow the request of President Eisenhower. To do so would 
ia 
our checks-and-balances system of democratic system of government 
We do feel, however, that grave consideration should be given to his 
request before a ve rdi ict of “no confidence” is rendered. We feel that 
any industry deserving of relief from excessive imports can find ad 


quate protection in existing laws, if they are properly administered, 


and therefore the interim period of study will cause no serious injury 
to any industry of consquence in this Nation. 

The people I represent do not belong to that category of trade 
associations or small-business groups who consistently request leg 
islative subsidy or demand that the pace of the swift be reduced 1 
that of the inefficient. We follow a policy that industry problems ca 
be settled within our industry without the necessity of legislative 
intervention. A number of my people looked forward, after Ja: 
uary 20, to what they considered as a change from governmenta 


intervention to a return to a system of free, competitive enterprise, 


unregulated and unfettered by anything more than reasonable ant 


trust and fair-trade laws, the purpose of which would be to prevent 


the law of the jungle obtaining in the business dealings of our ec 
omy. My people are the “little guys” of this industry who battle 
the toughest arenas known to American business. They daily fac 


ke a “rubberstamp” of this Congress and defeat the purposes of 
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e wars and the competition of integrated industry; yet, we ask 
rotection. Our feelings about this oil imports issue are concurred 
. by the California Petroleum Distributors Ricudintinies the QOil- 
Heat Institute; the National Congress of Petroleum Retailers, num- 
ering tens of thousands of filling station operators; and the Inde 
dent Oil Men’s Association of New England. This represents the 
lk of independent marketers who are in daily contact with the con 
ng public. They, in essence, ask the me mbers of this committee 
d the Members of this Congress to recognize their positions in this 
itter and the effects it will have on their business. 
Surely if these, the little guys of the industry, are willing to face 
trials and tribulations of free, competitive enterprise, the vast 
i] industry and the IPAA membership can do the same. We believe 
at those who are unwilling to swim upstream toward the end of 
viding better commodities and better service at better prices to 
the American public, are undeserving of the privileges of independ- 
»as it is known and revered in our American system of government 
d business operations. 
I will close with this one thought: If we have so much coal and so 
h oil in this country that it 1s necessary to impos e restrictions on 
then we recommend that this committee give consideration 
o a reduction in the depletion allowances granted those industries 
e this inducement, or at least a part thereof, is no longer necessary. 
I thank you, Mr. Chairman. 
The CHarMan. Does that conelude your statement ¢ 
Mr. Exuts. Yes. 
The Crurman. Any questions 4 
Mr. Curris of Nebr: aska : May Iaska question 4 
The Cuamman. Mr. Curtis will inquire. 
Mr. Curtis of Nebraska. Mr. Ellis, on page 7 you say “yet despite 
3 fac Le the T: ar iff ( ‘ommiss] on woul | hs ave to dec lk: are suc I modifiea 
tions as ——s necessary to relieve the inju ry, and the P resident, in 
turn, wo ld be forced to ti ike action which would breach these two 
siatiedtenad agreements, thereby leaving our Nation subject to dam 
iwes In a court of international law.” 
Would you give us the facts about that law, how they would get into 
in international court ? 
Mr. Exuis. In the case of GATT agreements, there are about I think 
) nations who are parties to that. 
Mr. Curtis of Nebraska. And has the United States ratified that? 


1 
} 
1 
' 


mports, 


Mr. Excis. The GATT agreement ? 
Mr. Curtis of Nebraska. Yes. 
Mr. Exuis. The United States Senate has not, and I don’t think the 


Congress has ever ratified the GATT agreement. 

Mr. Curtis of Nebraska. On the basis of existing law, how would 
they get into an international court ? 

Mr. Ex1is. I have a brief on that, Mr. Curtis. I am of the opinion 
that particularly Venzuela could get into a court of international law 
by virtue of the international agreements which are in effect. 

Mr, Curtis of Nebraska. That is your opinion. 

Mr. Ex.is. Yes, sir; that is my opinion, Mr. Curtis. I will say this: 
[ don’t have the procedures in mind at the moment because I briefed 
thi me time back, but I would be glad to supply you with it. 
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Mr. Curtis of Nebraska. They may have a right to impose some 
countervailing duties or to withdraw some benefits, but is it your 
opinion as a lawyer that here is a trade agreement not having treaty 
status entered into at one time by the then officials in the Government 
and at a later time it is changed, and if we change it damages could 
be recovered in an international court. 

Mr. Exuts. I think that a trade agreement does not require official 
sanction by either House of Congress or both Houses. The author 
ity for the making of the trade agreement is vested in the President. 

Mr. Curris of Nebraska. I understand that, but do you think such 
agreement has to run or a nation can be taken into an international 
court and damages recovered ¢ 

Mr. Exuis. If its contract is breached, I think so, Mr. Curtis. Th: 
facts that I related here indicated not that the requirements of 
the contract had been met, but rather that the criteria of the contract 
had not been met, and therefore to impose quotas under it would 
amount to a breach of the contract. 

Mr. Curtis of Nebraska. In other words, it is your position that 
the Congress could not change its control of international trade 
and tariffs and is bound by past agreements. 

Mr. Exuis. No, sir; I donot. I think the Congress can pass any law 
it wants to, not otherwise prohibited by the Constitution, dealing with 
internal law, but I think that the law as passed, while legal as a 
matter of internal law, if it required the breaching of a contract 
we could not relieve ourselves of damages for the breach. 

Mr. Curtis of Nebraska. To be specific, it is your contention that 
if the Congress would take action that would result in a modification 
of these trade agreements, raising the duty or imposing a quota, or 
some other restrictive measure, damages could be recovered in an 
international court of law. 

Mr. Eutts. If that law required the imposition of a duty or a 
provision that was contrary to the provisions of that contract, I think 
that would be a breach of contract, Mr. Curtis. 

Mr. Curtis of Nebraska. Would you submit to us a brief on that! 

Mr. Extis. I would be very happy to, sir. 

The CuHarmMan. Do you want that a part of the record ? 

Mr. Curtis of Nebraska. When he a rh it. 

The CuHarrMan. Without objection. 

(The brief submitted follows :) 


SUPPLEMENTAL STATEMENT OF OTIS H. ELvis, GENERAL COUNSEL, NATIONAL OIL 
JOBBERS COUNCIL 


In the course of my presentation before the committee on May 13, 1953, the 
following statement, in substance, was made: If the United States imposes 
quantitative restrictions om imports of crude oil and petroleum products with- 
out conforming to the criteria and procedures prescribed in the two international 
trade agreements granting or binding concessions on oil imports, such action 
would amount to a breach of these two trade agreements (or contracts), thereby 
leaving our Nation subject to damages in a court of international law. The 
trade agreements referred to were the multilateral General Agreement on 
Tariffs and Trade and the bilateral trade agreement with the United States of 
Venezuela. 

A member of the committee posed the following question, in substance: By 
virtue of what authority could a foreign country affected by quota restrictions 
on imports of crude oil and products from that country maintain an action 
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against the United States for breach of contract in a court of international law? 
Che following statement or brief is submitted in answer to the question posed: 
Before proceeding with the reasoning underlying my opinion, it is deemed 
necessary to supply some background information. This discussion will only 
with actions which could be maintained by Canada and the Netherlands 
ncluding the Netherlands West Indies) for breach of the GATT Agreement 
| by Venezuela for a breach of the trade agreement between that nation and 
United States. For the purpose of this supplemental statement, it will be 
sumed that there has been a clear-cut breach of both agreements by virtue of 
failure on the part of the United States to conform to the criteria and pro- 
ires prescribed in the respective agreements for the imposition of quanti- 
e restrictions on imports of crude petroleum and petroleum products. 
Compulsory jurisdiction of the International Court of Justice is effected by 
siting with the Secretary General of the United Nations a declaration stat- 
the terms and conditions of acceptance. The pertinent provisions of the 
itute of the International Court of Justice are contained in article 36, para- 
graph 2, which is as follows: 
“The states parties to the present Statute may at any time declare that they 
ognize as compulsory ipso facto and without special agreement, in relation to 
ny other state accepting the same obligation, the jurisdiction of the Court in 
legal disputes concerning— 
(a) the interpretation of a treaty; 
(0) any question of international law; 
(c) the existence of any fact which, if established, would constitute a 
breach of an international obligation; 
(d) the nature or extent of the reparation to be made for the breach of 
an international obligation.” 
On August 14, 1916, the United States of America, in accordance with a resolu- 
tion passed by the Senate (two-thirds of the Senators present concurring) on 
cust 2, 1946, filed a declaration recognizing “as compulsory ipso facto and 
thout special agreement, in relation to any other state accepting the same 
gation, the jurisdiction of the International Court of Justice in all legal 
lisputes hereafter arising concerning— 
(a) the interpretation of a treaty; 
(b) any question of international law; 
(c) the existence of any fact which, if established, would constitute a 
breach of an international obligation ; 
(d) the nature or extent of the reparation to be made for the breach of an 
international obligation.” 
The United States, however, qualified its declaration with the following 
nguage: 
“Provided, That this declaration shall not apply to 
(a) disputes the solution of which the parties shall entrust to other 
tribunals by virtue of agreements already in existence or which may be 
concluded in the future; or 
(b) disputes with regard to matters which are essentially within the 
domestic jurisdiction of the United States of America as determined by the 
United States of America ; or 
(c) disputes arising under a multilateral treaty, unless (1) all parties to 
the treaty affected by the decision are also parties to the case before the 
Court, or (2) the United States of America specially agrees to jurisdiction ; 
and 
“Provided further, That this declaration shall remain in force for a period of 
e years and thereafter until the expiration of six months after notice may be 
ven to terminate this declaration.” 
On August 5, 1946, the Netherlands accepted the jurisdiction of the Inter- 
ational Court of Justice by filing the following declaration: 
“I declare that the Netherlands Government recognizes as compulsory ipso 
facto and without special agreement in relation to any other Members of the 
nited Nations and any other State accepting the same obligation, that is to 
say, on condition of reciprocity, the jurisdiction of the International Court of 
Justice in conformity with Article 36, paragraph 2, of the Statute of the Court, 
for a period of ten years as from 6 August 1946 and thereafter until notification 
of abrogation is made, on any future disputes, except those in regard to which 
the parties would have agreed, after the coming into force of the Statute of 
the Permanent Court of International Justice, to have recourse to another 
method of pacific settlement.” 


‘ 
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Canada accepted the compulsory jurisdiction of the Court with the following 
pertinent reservations: “other than disputes in regard to which the parties to 
the dispute have agreed or shall agree to have recourse to some other method of 
peaceful settlement,” and “disputes with regard to questions which by inter 
national law fall exclusively within the jurisdiction of the Dominion of Canada.’ 

Che Government of the United States of Venezuela has not specifically, by 
formal declaration, accepted the compulsory jurisdiction of the Court. 

Since the rights and procedures for maintaining an action against the 
United States in the International Court of Justice are different for Canada 

nd the Netherlands, on the one hand, and for Venezuela, on the other hand 
they will be treated separately 
Canada and the Netherlands 

Since the United States of America, as well as Cana and the Netherlnands 

submitted to compulsory jurisdiction of the Court, it is clear that | 
o could bring before the Court an action for breach of contract agai 
States (see Article 36, paragraph 2, above), provided the nature of 
ch action did not fall within the exceptions declared by the parties in accept 
ing mpulsory jurisdiction 


the United 














After examining all of the exclusions of these parties, 1 am of the opinion 
that (1) if both C: ida nd the Netherlat (the only parties to the GAT’ 
Avreement ho w d be affected by quotas on petroleum imports) were par 
ties to a breach of contract action as against the United States of America be 
fore the International Court of Justice, the Court would have jurisdiction and 
could render a decision as to the nature or extent of reparation to be mad 
or (2) either Canada or the Netherlands could maintain such action, without 
the other being a party before the Court, in the event the United States of 
America specifically agrees to jurisdiction. I am not unaware that some migh 
consider that the provisions of Article 23 of the GATT Agreement constit 
compliance with paragraph (a) of the exclusions declared by the United States 
f Americ: his « lusio in substance, states that the United States will 

submit to jurisdiction of the ourt if it has previously entered into agree 
ment whereby the Parti s entrust to other tribunals” the solution of 
dispute I do not consider that the “Contracting Parties” referred to in Arti 
23 of the GATT Agreement is a tribunal in a sense as contemplated by the ex 
clusion I further do not consider that the language of the exclusion “shall 
the solution of disputes, is complied with by the language of Articl 
’% wherein the language reads “the matter may be referred to the Contracting 
Parties.” [Italics mine. ] 
Ve ela 
Although Venezuela not, by special declaration, submitted to the 
| ory jurisdiction of the International Court of Justice, it could main 
tain an act t the United States for breach of its trade agreement by 
t nple of ing its declaration one day and filing its action f 
dan i , An examination of the exclusions set forth by the 
{ ed State is related to the provisions of the trade agreement with V¢ 
a, does not indicate that vy of such exclusions would preclude jurisdictio1 
Ven ela’s ght to mair such an action is not limited to this method 
however, it is not deemed necessary to discuss other premises if one is adequat 

[ have not endeavored to discuss the pros and cons of all issues and various 

iferpretations which might arise I have merely attempted to show, without 

gument, that the Unite States would be subject to an action in damages if 
quotas on oil imports were imposed in such manner as would constitute a 
| 1 two trade reements dealing with concessions on oil imports 


Mr. Curtis of Nebraska. On page 9, near the center of the page, you 
are discussing the Simpson bill and the power of the Tariff Commis 
sion, and you end up by saying, “This, as a practical matter, means 
that insofar as trade agreements are concerned, the President is re 
duced to a negotiating rubber stamp with little or no authority 
whatsoever.” 

He can still negotiate with such countries as he sees fit, can he not? 

Mr. Exits. He can negotiate, but before he can agree to any conces- 
sion, it is my interpretation of the Simpson bill that that must be pre- 





habit eae 
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ented to the Tariff Commission for consideration; that is, the com 
modity with which the concession is dealing. 

Mr. Curtis of Nebraska. The peril point idea. 

Mr. Ex.is. That is right; and the Tariff Commission must make 
. peril point finding before the concession is granted. 

Mr. Curtis of Nebraska. In other words, we have a peril point at 

e present time, do we not ‘ 

Mr. Exxis. That is right, sir. 

Mr. Curtis of Nebraska. In other words, that is a bottom limit that 
7 go beyond is that not right ¢ 

Exuis. At the present time you must find the peril point on the 
amanda before you put it in a trade agreement. 

Mr. Curtis of Nebraska. Yes. 

Mr. Ex.is. But the Tariff Commission only recommends to the 
President and the President may or may not accept that recommenda 
tion. ‘The difference in this bill is that the President must 

Mr. Curtis of Nebraska. He would have to observe that peril point 

Mr. Excis. That is right. 

Mr. Curtis of Nebraska. As a bottom which he could not go below. 

Mr. Exits. That is correct. 

Mr. Curtis of Nebraska. Don’t you agree that your statement that 
he would merely become a rubber stamp is somewhat excessive ¢ 

Mr. Exuis. Really what I was referring to was a rubber stamp as 
to the concession that could be granted on a commodity. In other 
respects he is just like he was before. Possibly I should have limited 
that language. 

Mr. Curtis of Nebraska. Suppose he can enter into some Yankee 
trading and make a good deal for this country and not go anywhere 
near the peril point; he can still do it, can he not ? 

Mr. Exits. Surely. 

Mr. Curtis of Nebraska. Yes. 

Mr. Exxis. In other words, they set the limit. He certainly can 
go below it. You are quite right. 

Mr. Curtis of Nebraska. Instad of making him a rubber stamp, it 
puts a limit and the Congress would say he cannot go beyond that. 

Mr. Exuis. That is right. That language is better. I agree with 
you ths it my language was a little strained there. 

Mr. Curtis of Nebraska. Is it your understanding that the Simpson 
bill would authorize the imposition of quotas in reference to any 
import ¢ 

Mr. Exuis. No. 

Mr. Curtis of Nebraska. So your language on page 10, where you 
say “If my conclusions as to the meaning of this language and its 
implications are correct, the net effect would be that so long as there 
was a complainant who could provide these figments of evidence, no 
products could come into this country other than those products which 
we do not have, or the difference between the amount of those prod 
ucts that we have and the total demand for such products, and even 


this latter would be subject to challenge.” 
You are referring there only to oil ; 
Mr. Exxis. Commodities covered in a trade agreement. I really 


had in mind oil, yes; because this is ieeal in a trade agreement. 
lo make that a little clearer, I will also state that would only cover 
‘ommodities in a trade agreement. 
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Mr. Curtis of Nebraska. You were talking about oil, whether or 
not it would cover all commodities in a trade agreement. 

Mr. Exuis. That is correct. 

Mr. Curtis of Nebraska. You reviewed the predictions of certain 
oil interests that great injury would come to them if imports were not 
restricted, and you contend that the record shows that that didn’t 
happen. 

Mr. Extts. Yes, sir. 

Mr. Curtis of Nebraska. The Simpson bill would put some brakes 
on the other end of the controversy. You in your statement say that 
if this is done—I find this on page 15—“I believe the proposed bill 
does not meet your current needs and would cause adverse conditions, 
some of them resulting in damage beyond repair in your lifetime and 
mine.” 

In other words, you are predicting irreparable damage that can’t 
be restored in our lifetime if this bill is passed. 

Mr. Etuts. That is right. 

Mr. Curtis of Nebraska. Do you think your guess will be better 
than the Independent Producers Association of America ? 

Mr. Exuis. For the past 3 years I have been contending that their 
predictions were wrong and I believe the record supports my position 
today a little bit better than it does theirs. That is the best way I 
could answer it, Mr. Curtis. 

Mr. Curtis of Nebraska. You suggest what you refer to as “Re- 
verses or changes should not be made until every potential is ex- 
plored so that our final decisions are based on reasoned judgment.” 

Do you anticipate that the actions of this committee will not be on 
reasoned judgment? 

Mr. Extis. No, sir; not in any respect. 

Mr. Curtis of Nebraska. That is all, Mr. Chairman. 

The Cuarrman. Mr. Simpson will inquire. 

Mr. Srmpson. Mr. Ellis, are you now a lobbyist for the Government 
of Venezuela ? 

Mr. Exuis. I am not and never have been. 

Mr. Stmpvson. Have you not been registered ? 

Mr. Exuis. I beg your pardon. 

Mr. Suwpson. Have you not been registered ? 

Mr. Fuuts. As a lobbyist? No, sir. I have never been a lobbyist 
for Venezuela. I am not now and I will answer categorically that I 
will never be a lobbyist for any foreign government as to my own 
Government. 

Mr. Simpson. I would like to clarify that for you to tell us volun- 
tarily, of course, that you are a legal adviser and consultant. 

Mr. Exurs. That is right, sir. 

Mr. Srmpson. As such, I presume you have their interest at heart? 

Mr. Extis. Quite definitely. 

Mr. Simpson. Are you a no-tariff man, a free-trade man? 

Mr. Erxis. No, sir. I guess I am what most people choose to call, 
or try to be, a middle-of-the-roader. 

Mr. Simpson. Are you suggesting that the people whom you repre- 
sent are free traders? 

Mr. Exxis. Not in the sense of the word that all tariff barriers 
should be torn down as contrasted to the other extreme of protective 
tariff, Mr. Simpson. 
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Mr. Srmpson. Are you suggesting that those among the number 
whom you represent that supported the Eisenhower administration 
did so because they thought the Eisenhower administration is a free- 
trade administration ¢ 

Mr. Ettis. No,no. I said free competitive enterprise. 

Mr. Simpson. On page 16 you say that “a number of my people 
looked forward, after January 20, to what they considered as a change 
from governmental intervention to a return to a system of free, com- 
petitive enterprise, unregulated, and unfettered by anything more 
than reasonable antitrust and fair-trade laws.” 

Not a word about tariff. 

Mr. Exuis. That statement has nothing to do with it. I was speak- 
ing to point out the position of my people in that. We are not the 
whining type of trade association that is constantly afflicting Congress. 

Mr. Simpson. But you put in antitrust and you put in fair-trade 
laws in which they believe, that is, the people you represent. You 
don’t mean to imply that they do not believe in tariff protection 4 

Mr. Ex.is. No; not at all. 

Mr. Simpson. All right. Your statement is not accurate, then, as 
expressing their opinion. 

Mr. Extis. We don’t believe in tariff protection currently for im- 
ported oil. 

Mr. Simpson. You would like to have the present 5 percent re- 
moved? Are you advocating that? 

Mr. Fuuis. I am not asking for it, but I don’t think it does any 
good except as a revenue-producing measure. It certainly does not 
keep one barrel of oil out of this country, and I don’t believe, Mr. 
Simpson, that even the IPAA or the coal people would state that it 
currently was keeping any oil out of the country. 

Mr. Simpson. You are right. Do you advocate increased imports 
of petroleum ? 

Mr. Exxis. Over the current levels? No, sir, Mr. Simpson, I think 
as a matter of fact that imports have been on the excessive side for 
the last 3 or 4 months, and I think that they should be cut back. 

Mr. Simpson. You think they should be cut back ? 

Mr. Exuts. Yes, sir. 

Mr. Stmpson. I do, too. By whom should they be cut back? 

Mr. Exuts. I think this industry can do it, the importers themselves, 
as they have demonstrated over the years they have done. We have 
had temporary incidences of this kind, one of which I am very fa- 

iliar with. In 1948 and in 1949 I was petroleum counsel for the 
House Small Business Committee. During the period of time when 
we spent 15 months on hearings and investigations on the subject, 
the effect of oil imports on independent producers, I heard all the 
situation at that time and how critical it was. I submit the excess 
was greater then as related to domestic production than it is today, 
but they came out of that one and they will come out of this one. 
They are temporary things. 

Mr. Simpson. The Korean war helped us out of that one. 

Mr. Exxis. The Korean war helped us out of that one in some re- 
spects, but the Korean war, in my judgment, along with the Abadan 
refinery closing down, helped push the amount of imports up. 

Mr. Simpson. You have agreed with me that at the moment there 
should be some curtailment. 
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Mr. Exuis. Some has been made already, Mr. Simpson, if what | 
read in the papers is correct. 

Mr. Simpson. You mean below the 1,100,000 barrels coming in 
daily ? 

Mr. Exuis. I think for a period of a week or so there it was hitting 
about 1,100,000 barrels. Maybe 1 week it hit an average of about 
1,200,000, but it is under 1 million now, I think. 

Mr. Simpson. I respect your opinion. I would like to know the 
basis upon which you say that that 1,100,000 barrels is too much 
today. 

Mr. Exuis. That 1,100,000. 

Mr. Simpson. Whatever it is. 

Mr. Exxis. I think it is too much not because of the number of 
barrels it represents but because at the time we are importing that 
much oil we have shut-in capacity, say, for example, in Texas today 
of approximately 500,000 barrels of oil, and I think that currently 
there ought to be a different relationship. I think some of your shut- 
in capacity today could be pushed up a little bit more and a little 
pulled back on our imports. I don’t think it warants imposing a 
10-percent formula applied to it when the industry can do it itself, 

In this oil industry, Mr. Simpson, you can’t always gage what 
is going to happen 3 months from now. It is like a chameleon run- 
ning across a crazy quilt. I am not a professional in it. I work o1 
the edges. Let’s say, for example, they projected last summer their 
shipments, the oil they would take out of the ground and refine and 
come to this country during the winter. You get a little mild session, 
coal goes back, gas goes back, burning oil goes back. They have 
overestimated. I think the situation has arisen due to that and other 
circumstances, and I think this industry will take care of it, as it has 
done. 

Mr. Srmpson. You do see a relationship, then, between imports and 
production domestically. 

Mr. Evtis. Very definitely so. We can never let imports come into 
this country over a period of time to such excesses that we jeopardize 
a reasonable program of exploration for and development of our ow! 
properties. 

Mr. Simpson. Your information is most constructive and I want 
to commend vou for that. 

Now, I would like to ask you this: You suggested the need for cur 
tailment of imports. By whom must that curtailment or should that 

irtailment be provided ¢ 

Mr. Exxis. By the importing companies themselves. 

Mr. Sruprson. We know they are not permitted to get together and 
make combinations in restraint of trade, and so on. Therefore, they 
must do it on an individual basis. 

Mr. Exxis. That is correct. 

Mr. Simpson. I did not hear any testimony today indicating conclu 
cively that they were doing it or intended doing it. In fact, as I recall, 
there was one who testified that there should be unrestrained importa 
tions. If those companies failed doing it, does it follow in your opin 
ion that the Congress should do it ? 

Mr. Exuts. If they fail to do it, and if imports of 01] come in in such 
mereased quantities as to cause or threaten serious injury to our domes 
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ndustry. then I think that the Tariff Commission ought to make 
recommendation and the President ought to follow through with 
recommendation. If he does, we will be perfectly legally in 
ord with every trade agreement we have. 
Vir. Srupson. You, sir, have been described to me as a man who 


w the business and I want to commend you for the frankness of the 


I. 


timony you have given us. I say to you as a member of this com 
ttee that I am seeking the kind of information you are giving us. It 
been helpful. 4 
ere 1s one other point, and this is my last one. You hav » referred 
thy, oal industry here and the workers in the coal industry and 
ted the number of strikes and so on in recent years as affecting the 
ly of coal and also affecting the imports of oil. You used the 
hrase that we should not be at the mer y of the group, meaning the 
wl-minine workers. I did not like the actions that went on during 
he war, but at the same time I have to keep in mind that if I had a 
hoice as to being at the merey of American citizens here at home I 
uuld prefer that to being at the mercy of underpaid workmen thou- 
ds of miles away in a country whose friendliness to us is apparently 
ly a matter of dollars. I do not want these men put out of work 
ere permanently by low-paid workers over in the Middle East and 
Venezuela and elsewhere. I think we have to seek to preserve the 
creat mining industry. I do not disparage the importance of petro 
but I do see a possible emergency when we must have coal 


{ 

Ii I had a choice as between being at the mercy of the American 
vorkineman and the workineman down in Venezuela or in the Middle 
Kast, I will take the American workingman. 

That is all I have, Mr. Chairman. 

Phe CrarrMan. Any other questions? 

Mr. Coorrer. Several times, Mr. Ellis, during the course of the ques- 
tions here, vou referred to other material. Is there anything else that 


\ 


vou wonld like to include in the record ? 


Mr. Exxis. Not for the moment. I think I have about covered it. 

The Cuatrman. We thank you for your appearance and the infor- 
mation you have given to the committee. 

Mr. Kunis. Thank you. 

The CramrMman. The next witness will be Mr. J. P. Gwaltney. 

Will you state your name and the capacity in which you appear. 


STATEMENT OF J. P. GWALTNEY, ON BEHALF OF THE NORTH 
CAROLINA OIL JOBBERS ASSOCIATION 


Mr. Gwaurney. My name is J. P. Gwaltney, from Durham, N.C. I 
am what is known in the oil industry as an independent jobber of petro- 
leum products. I own my own bulk storage plant and transport facili- 
ties—the latter being used to distribute gasoline, kerosene, and fuel 
oil to the filling stations, farms, and homes in the area which I serve. 

There are hundreds of jobbers like me in the State of North Carolina, 
and thousands of others throughout the United States. We employ 
thousands of people and we, with our bankers, have many millions of 
dollars invested in our businesses. 
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I am appearing here today as chairman of the imports committee of 
the National Oil Jobbers Council, as well as speaking on behalf of 
the North Carolina Oil Jobbers Association. 

The membership of the National Oil Jobbers Council consists of 
the following State associations. 

With your permission, sir, I will not read that, since each of you 
has a copy of those names. 

First, 1 would like to read to you some excerpts from the report of 
the NOJC imports committee, which report was unanimously adopted 
by the representatives of the 25 State jobber associations at our meet- 
ing in Montgomery, Ala., on March 27, 1953: 

Our recommendations for immediate action, together with some supporting 
statements, are as follows: 

That the officers, directors, and general counsel be authorized and directed to 

take such steps as are legally permissible and deemed necessary to oppose pas- 
sage of any legislation seeking to impose restrictions on crude oil and petroleum 
sroducts. 
That a recommendation be made to the proper congressional committees and 
the Congress to the effect that if it is deemed necessary to impose import restric- 
tions on crude oil and products, that current depletion allowances on coal and 
crude-oil production either be reduced or, in the alternative, before such allow- 
ances are granted as tax reductions, satisfactory evidence shall be submitted 
to show that the amount of such deduction either had been spent or was obli- 
gated to be spent on the exploration and/or development of oil- or coal-producing 
properties. 

In keeping with this mandate, I am recommending to this committee 
that if you see fit to reduce imports of oil, that you also give consider- 
ation to reducing the depletion allowance, for the reason that this 
allowance would not longer seem to be necessary as an inducement to 
find oil. 

Opposing unreasonable restrictions on imports of oil is not a new 
policy for the jobbers of this Nation—the National Oil Jobbers Coun- 
cil has opposed such restrictions since its inception in the early 1940's, 
and I dare say we will continue this opposition with all vigor in the 
same manner as we oppose other legislation which would seek to impose 
Government control on the operation of our business and our industry. 

As I see it, this bill, H. R. 4294, would provide a double-barre! 
approach to restricting oilimports. One part of the bill would impose 
specific restrictions on imports of crude oil and products, with a special 
provision for residual oil. The other language of the bill would 
amend our present laws to the point where it would be a simple matter 
to come in and get the same restrictions through the Tariff Commis- 
sion. While I can understand that shooting 2 barrels at once, rather 
than 1 barrel, would improve the chances of dropping the bird, I am 
a little confused over the inconsistency of what the bill, as a general 
proposition, would do. It is my understanding that if the existing 
oe is amended by this bill, it sets up standards and procedures whereby 
an injured industry can get relief by going to the Tariff Commission. 
If these standards and procedures are considered adequate, then why 
is it necessary to put in special amendments which would do what the 
Tariff Commission is supposed to do? 

Frankly, I am not too worried over what your action will be on these 
quota provisions because I simply cannot believe that the Congress 
would ever agree to any law which specifically limits imports of crude 
oil and its products for the simple reason that such a law would result 
in a shortage of crude oil and products, higher prices to the consumer, 
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and unnecessary drain on our existing oil supplies, and above every- 
thing else would jeopardize our national security by diverting the 
sources of foreign oil which will be so necessary if we become engaged 

a global war. The part of this bill that I am really concerned with 

the language which would set up an easy method for the John L. 
Lewis crowd to come in through the Tariff Commission and get these 
same restrictions. We have no objection to reasonable language that 
would keep foreign imports of any commodity from ruining a domestic 
rdustry. We do, however, object to language that would require 
treating every stubbed toe by cutting off a leg. 

It would be difficult to deny that the coal industry is not in the 
best of health. But I cannot agree that the cause of their ailment is 
excessive imports of crude oil and products. I am more inclined to 

elieve that their main trouble is John L. Lewis, the greatest oil 

lesman the world has ever known. While I feel a little sorry for the 

al producers who, for more than 20 years, have been required to play 
tick-tack-toe with Mr. Lewis, I still do not feel that the consuming 
public should be called upon to subsidize this situation. That is 
exactly what would happen if you limit imports of residual oil and 
thus force the consumers of residual oil to throw away their burners 
ind use a higher-cost fuel. 

The position of the independent producers is not a new one—it has 
been a perennial complaint for 25 years. The independent producer 
is not unlike the average businessman in that he wants to sell as much 
is he possibly can at a price that will give him the highest profit pos- 
sible. They have been quite successful in obtaining legislation that 
would assist toward this end. Most States have proration laws that 
guarantee even the smallest producer his pro rata part in whatever 
crude oil market is available. They have laws which limit crude pro- 
duction to demand which has the net effect of bolstering the price of 
crude oil. He has 2714 tax depletion allowance, which he guards very 
jealously. For many months spokesmen for their association have 
been crying for further increases in the price of crude oil. It is our 
belief that the real reason behind their efforts on this bill is to cur- 
tail our supplies of crude oil and products with the hope and belief 
that it will set in motion economic factors that will result in crude 
oil price increases. It is our belief that if imports are curtailed their 
hopes will ultimately be fulfilled. 

We jobbers know what happens when crude oil goes up. The price 
of petroleum products goes up in varying degrees across the board. It 
then comes our turn to stand with red faces while we try to explain 
this situation to the consuming public which we serve. Frankly, we 
are getting a little fed up with seeing this independent producer group 
constantly howling about going broke or complaining when they are 
down to their last two Cadillacs. We are even more fed up when we 
see a group from our industry go over and get in bed with a com- 
peting industry, when such action will work a hardship on we market- 
ers but for whom their crude oil would be a drug on the market. The 
independent producer seems to forget, if he ever knew, that it was 
the independent distributor who developed the market for household 
burning oil, thus enabling the crude producer to produce more oil and 
at a better price. 

We feel that this group should have stayed within the industry 
to solve its problems. We deal with much rougher problems evary day 
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price wars, depressed markets, lack of capital, and high 
han they will ever be called upon to contend with, yet we don’t 
‘ ‘essary to come to Wa hineton seeking legislative rehef, As 
a businessman, I know that I must expect ups and downs and I think 
they should expect the same. 
It is not my intent to be malicious in this criticism, but I feel this 
tter very strongly and I think it would be better for the industry 
ind the country as a whole if we kept regulation out of our industry, 


therefore. hone hat this oe i ttee will see fit to extend the 
»changes which I have referred 


Thank you for the pn lege of appearing here. 

The Cuatmman,. Thank you very much, sir, for the statement you 
have made to the committee. It will be very helpful, I am sure. 

Any questions. 

Thank you, sir. 

Mr. Gwautney. Thank you. 

The CratrmMan. The next witness is Mr. Clint Elliott, of the 
Arkansas Tndepe ndent Oil Marketers Association. 


STATEMENT OF CLINT ELLIOTT, ON BEHALF OF THE ARKANSAS 
INDEPENDENT OIL MARKETERS ASSOCIATION, INC., PINE BLUFF, 


‘J hank Vou, Mr. Ch vir! man, for letting me appear, 
iN. We thank you for your appearance here. We are 
here. Will you vive your name and the capacity 


lich you appt ar for the record ? 
Exniorr. Mr. Chairman, I am Clint Elliott from Pine Bluff, 
I am past president of the Arkansas Independent Oil Mar 
\ssociation. This is an association of independent jobbers of 
petroleum produc ts. 

Twenty-eight years ago I built a filling station with borrowed 
money, and I have engaged in the marketing of petroleum products 
since that time. For the last 18 years I have been a jobber, operating 
and owning my own bulk storage plant and distributing petroleum 
products in several counties in southeast Arkansas. For the better 
part of this 28 years I have been competing and fighting major oil 
companies to keep what few little accounts I have. In the past, every 
time we jobbers went along with the majors, we have lost our shirts, 

this time we have checked and doublechecked before taking a posi 
tion on the Simpson bill. 

I have never been before a congressional committee before, so I] 
don’t know what I am supposed to say and what I am not. If any 
thing I say is out of line, just put it down to my ignorance and strike 
it from the record. 

As a general propos ition, we jobbers try to stay out of W ashing- 
ton. We feel that this proposition of free competitive enterprise, 
although rough as a cob at times, is still a whole lot better than having 

e Government trying to run our business. As little as my business 
is, [ have to hire an extra girl just to keep all of my Government forms 
and records, and then I get behind now and then. When the going 
gets rough for us, we holler and scream, but we know from experience 
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that the best way to straighten out our problems is to do it in our own 
ndustry and by making ourselves more efficient operators. 

I have been reading for months now in the papers about the inde- 
pendent seat ete and the John L. Lewis crowd getting their heads 
together to block oil imports. When I found out that this crowd 
was bac iow this bill together, I knew that somewhere along the line 

ie American people were going to have to foot the bill again. When 
our association got a look at the Simpson bill, it was decided that I 
better come up here and try to do something to stop it. I don’t pro- 
fess to know much about the economics of the coal industry. I do 
know that. when the coal industry gets to messing with oil, they don’t 
have my welfare in mind. I also know that the independent crude 
producer has even less concern for my financial well-being. 

Let’s take a look at what these boys are after. The coal crowd 
wants to cut off residual imports because they figure that it will force 
some residual oil consumers to burn coal. In my opinion, the reason 
these people quit using coal and started using residual oil was because 
John L. Lewis called so many strikes and holidays they didn’t know 
when or whether they were going to get any fuel. Now, he comes 

long and wants these same consumers forced to use his product after 
he has run them off. Apparently the consumer, as usual, is caught 
in the middle. 

Now we come to the crowd that I re: ally cry ove ‘r—the independent 
producers. It looks to me like they are eating pretty high on the hog 
already. The price of crude oil today is more than double what it 
was during the war years, whereas most of the jobbers are making 
the same amount of cents, and fraction thereof, per gallon gross that 
they were making in 1940 while our net has decreased tremendously. 
Now what do these bovs want? They want imports on residual oil 
curbed so that a shortage will be created and the price pushed up 
some more. When the price of residual oil goes up, they will then 
push up the price of crude oil. When the price of crude oil goes up, 
every consumer of petroleum products in this country will have to 
foot the bill in some form or another. Now what does this mean for the 
jobber? Our profit margin is not figured on a percentage basis but 
on a cents per gallon basis which does not very unless there is a price 
war and then it goes down. This means that all jobbers will have to 
get more capital to carry the expenses of higher-priced inventories and 
credit accounts. It will mean that every farmer customer will be put 
to added expense to raise crops that are selling for less every year. 
Of course they want to get crude oil imports cut off so that they can 
produce some more at a new higher price which will be brought about 
by eutting the residual oil imports. 

Now, mind you, these independents never do these things for them- 
selves—it is done in the name of national defense. I have been reading 
their stuff for years, and if I believed everything I read I could figure 
that they are not in business to make money but are solely interested 
in the security of the United States. I think they are as patriotic as 
the average American businessman, but I seriously doubt that there 
has ever been a purely patriotic oil well drilled in the history of the 
work |. They are in business to make money just like I am, and if hav 

nga good sup »ply of oil is to the benefit of the United States as a whole, 
is byproduct of their real objective. I don’t object to their making 
aah but I do get sick and tired of seeing people cover up their 
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greedy desires with the American flag. I have to work hard to sell 
petroleum products. The inde .pendent producer is guaranteed a fair 
share of the crude oil market by proration laws. The only way I can 
get a fair share is by hard work. On top of this proration protection, 
they get what is known as a depletion allowance which, in my opinion, 
is about equivalent to a license to steal. As a matter of fact, I believe 
I would rather have the depletion allowance. 

Now, I am not trying to be hard on these fellows, but I think it is 
high time that the businessmen of this country—and that includes 
the coal people and the apes producers—quit looking to the 
Government for aid at somebody else’s expense every time business 
takes a dip. 

A lot of Arkansas jobbers, as well as 30 million other people, voted 
for President Eisenhower. We understand that he wants the trade 
laws continued without any change. The present trade laws, as far 
as oil is concerned, have worked very satisfactorily and we see no 
reason for any change. 

The CuarrMan. Does that conclude your statement, sir ? 

Mr. Exxiorr. Yes, sir. 

The Cuarmman. We thank you very much for your presentation. 
Mr. Simpson would like to inquire. 

Mr. Stimpson. I do not doubt but that the gentleman has a good sense 
of humor. 

Mr. Exxiorr. You have to have when you work for oil companies. 

Mr. Sumpson. Frankly, 1 wonder just with whom you deal, who are 
your friends today. You tell me in the past every time you went 
along with the m: yjors you lost your shirt. 

Mr. Exurorr. That is right. 

Mr. Stmpson. Now I turn over a page or two and I find that the 
independent crude producers have even less concern for your financial 
well-being. How do you get along at all? 

Mr. Exuiorr. Well, I don’t so well, sir. But down in Arkansas we 
are not used to much, so I barely get by. 

Mr. Simpson. Well, let me say I think you are a very successful 
witness, and I hope you come back to us. 

Mr. Exsitorr. Thank you, sir. 

The Cuatrman. The next witness is Mr. W. MacKay, assistant gen- 
eral counsel, National Biscuit Co., New York City. 


STATEMENT OF WILLIAM E. MacKAY, ASSISTANT GENERAL 
COUNSEL, NATIONAL BISCUIT CO. 


Mr. MacKay. Mr. Chairman and gentlemen of the Ways and Means 
Committee, my name is William E. MacKay, and I am assistant gen- 
eral counsel of the National Biscuit Co. My appearance today is in 
opposition to section 13 of H. R. 4294. This section places import 
quotas on crude petroleum and residual fuel oil. Mr. Roy K. Kelley, 
assistant director of international operations of our company, who is 
familiar with the operation of our Venezuelan subsidiary is also here 
with me today. 

Nabisco is the largest baking concern in the United States, and no 
doubt most of you and your families are familiar with our products 
end their trade-marks. My company appreciates this opportunity of 
showing the committee how the passage of section 13 would hurt our 
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business in Venezuela and we are here today simply to ask the com- 
mittee, in its effort to help one industry, not to overlook the adverse 
effects on other industries and the countries with which they do 
business. 

[he prosperity of the people of our good neighbor, Venezuela, de- 
pends on their ability to sell their principal product , oil. If they 

annot do this, they cannot have the money to purchase other produc ts. 
| believe that other witnesses before this committee have or will amply 
illustrate this point and it is not the purpose of this statement to 
repeat such testimony. 

In 1950 my company purchased a controlling interest ina Venezuelan 
biscuit and cracker manufacturing business. “AS the committee knows, 
the United States Government through its point 4 program had been 
urging American businessmen to expand their trade relations with 
South American countries. Since 1942, one inducement to such trade 
las been the favorable tax treatment accorded to income received from 
such operations under section 109 of the Internal Revenue Code. Only 
recently Secretary of State Dulles is reported to have said that our 
foreign policy should be based on foreign trade—not aid. 

Prior to 1950 the trade of my company with South America con- 
sisted in the export of our products produced here in the United States. 
lor many years we had weighed the risk of investing in a producing 
operation in one or more of the South American countries, and it was 
with considerable misgiving and awareness of the risk involved that 
our company finally invested for the first time in a producing opera- 
tion in South America. ‘This investment in Venezuela is only just 
beginning to show a profit. 

In our business we are very niuch aware that our success is very 
closely tied up with the quality of our product, the fairness of the price, 
and the service we render to our customers and the community, whether 
in the United States or abroad. We realize that our business in Vene- 
zuela must be an economic and social asset to that country before it 
can be a profitable business operation to us. We therefore look upon 
our investment in Venezuela not only as an opportunity to expand our 
operations but to help the people of that country increase employment 
and enjoy better and more nourshing food products. This, so to speak, 
might be called our own “trade—not aid” program. 

Vith this in mind, we have sent technical personnel to Venezuela, 
improved machinery, and introduced up-to-date sales and distribution 
methods. 

The good will which we have been able to build through our efforts 
over the past 2 years has resulted in increased sales for our Venezuelan 
subsidiary and we are attracting new customers all the time. The 
people of Venezuela have been very friendly and cooperative and have 
shown an appreciation of our business activities by giving us all 
possible assistance. 

While our Venezuelan operation is at present only a small part of our 
company’s total operations, nevertheless, our success or failure there 
will determine whether we will engage in similar operations elsewhere 
in South America. In other words, the continuance of our own 
“trade—not aid” program depends on the success of this pilot opera- 
tion in Venezuela. 

In the light of the above facts, we feel that it is decidedly unfair 
for the Government of the United States to ask American businessmen 
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to ” k their capital in foreign countries and then, after they have done 
so, to pass measures which very seriously impair the economy of such 
fore ign countries and make it impossib le for the investment to be 
profitable. 

It is our belief that in the case of Venezuela, not only will the income 
rom our nara be jeopardized by the passage of section 13 of 
1. R. 4294, but that the capital invested there will be jeopardized also, 
The banking business is a highly competitive one. The ill will 
which inevitably will be felt by the people of Venezuela toward the 
United States by the passage of section 13 will have concrete expression 
in their inability or outright refusal to buy the goods of American 
concerns, and there will be restrictions on foreign exchange. Neither 
the United States nor the American businessman can build good will 
and sales upon a policy that blows hot and cold, tariff and quotawise. 

It is respect fully submitted that the Congress should not. pass legis 
lation which will not only have a serious effect on the economy of 
Venezuela but upon the security of American business in that country. 
We therefore respect fully request that the oil import quotas be removed 
from H. R. 4294. 

In order not to take up more time of this committee, detailed infor 
mation has been omitted from this statement. While we do not pre 
tend to be experts on all phas es of foreign trade, my company will 
gladly furnish what information it has and any other assistance we 
may be able to give the committee to help it come to a sound decision 
on H. R, 4294. 

The Cuamman. Thank you for the information you have given the 
committee, The next witness is Mr. Frazer A. Bailey, a Ked- 
eration of American Shipping, Inc., Washington, D. 

Will you give your name and the capacity in which you appear for 
the r¢ ‘ord. You may proceed. 

Mr. Purvon. Mr. Chairman, your record shows Mr. Frazer A. 
B: uley, president of the National Federation of American Shipping. 
Il am Alexander Purdon, secretary-treasurer of the National Federa- 
tion of American Shipping, appearing for him. 

The CHamMAN. You are appearing in Mr. Frazer’s place, is that 
right ¢ 

Mr. Purpon. Yes, sir. 

The CuarmMan. You may proceed. 


i 
I 


STATEMENT OF ALEXANDER PURDON, SECRETARY-TREASURER, 
NATIONAL FEDERATION OF AMERICAN SHIPPING, INC. 


Mr. Purpon. Ours is an industry organization representing in its 
membership a preponderance of the oceangoing vessels of the Ameri- 
can merchant marine. We appear before you gentlemen in opposi- 
tion to the proposed new section 322 which this bill would add to part 
I of title IL of the act of 1930, as amended, and which would provide 
for the restriction of oi] imports into the United States, including 
residual fuel oil for vessels. The shipping industry which we repre- 
sent is unalterably opposed to the provisions of this new section 322. 

Section 13 (a) (1) of H. R. 4294 would limit the total quantity of 
crude petroleum, or petroleum products, which could be imported into 
the United States in any calendar quarter to 10 percent of the domestic 
demand for all petroleum oils in the corresponding quarter. 
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Section 13 (a) (2) proposes that within the overall 10 percent quota, 
there would be a further quota on imports of residual fuel oil amount 
ng to 5 percent of the domestic demand for residual fuel oil in the 
corresponding quarter of the previous year. On the basis of the 5 
percent quota proposed in section 322 (a) (2) residual oil imports of 
tbout 454,000 barrels a day inehe first quarter in 1953 would have been 


educed to about 86,000 barrels a day. This latter amount would not 
ven be sufficient to take care of the ships which regularly fuel along 
our eastern seaboard. In D1, the latest year for which complete 


Bureau of Mines data is available, sales to vessels on the east coast 
lone amounted to 127,000 barrels daily. Our ships cannot burn coal 
and are entirely dependent upon residual oil. There is no question here 
of conversion to othe types of fuel. Since the First World War, the 
iavies of the world have turned entirely to oil fuel. Merchant fleets 
have oe this trend. Heavy oil has so many advantages foi 
mat » transport ition that it woul | be inconcelv: able to consider that 
»wners of merchant fleets would go back to coal-burning ships. ‘The 
legree to which our indus stry is a mi jor consumer of residui ul fuel oil 
s demonstrated by the percentage of vessel consumption against the 
total consumption of residual fuel oil for the year 1949 to 1952 as 
follows: 

Percentage of residual fuel oil consumption in the United States 
ittributed to vessel use in 1949, 18.1 percent; in 1950, 16.8 percent; in 
1951, 19 percent; and in 1952, 19.4 percent. 

Thus, it would be seen that any quota restriction of the type pro 
posed would have serious consequences for vessels w ~—_ are dependent 
upon residual fuel oil and cannot economically or practicably convert 
to other forms of fuel. It may be argued that the sana of vessels 
for residual fuel can be met by an increase in crude-oil production 
from domestic sources. The difficulty here seems to be that the amount 
of residual fuel oil obtained from each barrel of crude oil processed 
in the United States has gradually been reduced because of improved 
refining techniques and higher-gravity crude. 

From 1946 to 1952, the yield of residual fuel oil from the United 
States refineries decreased from 25.4 percent of the total to 18.6 per- 
cent. Concurrently, the yield of gasoline increased from 39.6 percent 
in 1946 to 43 percent in 1952. It would seem, therefore, that to in- 
crease the production of crude oil as a means of increasing the avail- 
ability of residual oil to meet the demand for fuel for marine trans- 
portation might result in overproduction of gasoline and other refined 
products. 

The reduction in the yield of residual fuel oil is a result of constant 
endeavor of domestic refineries to reduce their yield of this less- 
profitable end product because it sells for less than the cost of crude. 
Residual oil, therefore, is not a product which a refiner sets out to 
produce, or one for which he seeks to expand the market beyond that 
necessary to absorb his unavoidable minimum output, which he con- 
stantly seeks to reduce. For the last 3 years, imports have supplied 
21 percent of the domestic demand for this product and ships, in turn, 
have been consuming almost 20 percent of the total domestic demand. 
It does not seem practicable or economical to assume that the residual 
fuel oil needed could be economically obtained from domestic sources ; 
but if imports are restricted, vessels which, as a practical matter, 
could not shift to coal in any case would be among those competing 
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for the remaining supply of residual fuel oil. Lacking the ability to 
convert, they would be forced to pay the greatly incres 1sed costs which 
would inevitably result. No benefit could possibly accrue to the coal 
industry from the imposition of this artificially induced price rise on 
the shipping industry. Not a single extra pound of coal would be 
burned on American ships and it is difficult to perceive any substantial 
advantage to the domestic oil industry. 

The net result would be to increase fuel costs for American shipping 
and add to their already onerous competitive disadvantages compared 
with foreign ships. We believe that these restrictions on the importa 
tion of oil are not in the national interest and would, in fact, con- 
stitute a severe handicap to American merchant shipping with no 
compensating advantages. 

The Cuamman. We thank you, sir, for your appearance and for 
your presentation on this subject. Are there any questions 

There appears to be no questions. 

The committee will resume its hearings on H. R. 4294, the Simpson 
bill, at 10 o’clock in the morning. 

The committee now stands adjourned. 

es at 5:15 p.m., _ c a was recessed, to reconvene 
at 10 a.m., Thursday, May 14, 195: 
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THURSDAY, MAY 14, 1953 


House or RepreseNTATIVES, 
CoMMITTEE ON WAYs AND MEANS, 
Washington, D. C. 

The committee met, pursuant to recess, at 10 a. m., in room 1102, 
House Office Building, Hon. Daniel A. Reed (chairman), presiding. 

The Cuarrman. The committee will resume public hearings on 
H. R. 4294. 

Today we will hear from witnesses in opposition to section 13 of 
the bill dealing with quotas on residual oil. 

We have the pleasure of welcoming here Senator John F. Kennedy 
as the first witness. Of course, we know you and are delighted to have 
you here, Senator Kennedy. If you will just give your name and the 
capacity in which you appear for the benefit of the record, we will be 
very glad to hear you. 


STATEMENT OF HON. JOHN F. KENNEDY, A UNITED STATES 
SENATOR FROM THE STATE OF MASSACHUSETTS 


Senator Kennepy. My name is John F. Kennedy, United States 
Senator from Massachusetts. 

Mr. Chairman, I appreciate very much the opportunity to come 
before this committee this morning in the House, and I am grateful to 
you for giving me the chance to testify. 

I appreciate the opportunity to appear today in opposition to those 
provisions of the Simpson bill, H. R. 4294, and twenty-some other bills 
which would severely limit the importation of residual fuel oil into 
the United States. 

Before discussing this particular provision, I would like to mention 
briefly my own position with respect to other issues under consideration 
by this committee. I favor a straight extension of the present Recipro- 
cal Trade Agreements Act, as a necessity for the prosperity of our 
Nation and the free world. I am opposed to quotas and other exces- 
sive limitations upon the importation of lead, zinc, and crude petro- 
leum products, all of which—as we so well realize in the manufactur- 
ing community of New England—must be available in adequate, 
economical supply in all parts of the world. 

In particular, however, I wish to discuss the harmful effects which 
would result from section 13 (a) (2) of the Simpson bill which would 
limit the total quantity of residual fuel oil which may be imported into 
the United States to 5 percent of the preceding year’s domestic de- 
mand, I am convinced that the harm to our international relations, 
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our national defense and natural resources, and our manufacturing 
and consuming economies which would result from the imposition of 
such a quota would far outweigh any of the benefits claimed for our 
domestic oil and coal industries. 

Because I have been making a special study of distressed or labor 
surplus areas in this country, I am fully aware of the economic prob 
lems of the coal industry. But I agree w ‘ith the conclusions of the hear- 
ings on the 1952 sup yplemental trade agreement that the decline in 
the coal industry is due not to residual oil imports primarily, but to 
prob lems of tec hnology and transportation, methods of productivity, 
conversions of railroads to other fuels, milder weather, reduced ex 
ports and other problems of industrial relations, and particularly 
the tremendous increase in the use of natural gas as a substitute fuel. 
Many of these factors have also affected the domestic oil industry. 
The decrease of 50 million tons in the domestic consumption of coal in 
the United States in 1952 was accompanied by only a limited increase 
in the importation and use of residual oil. This has been the con- 
sistent trend since World War II, with a much larger increase in the 
consumption of natural gas. 

Although the domestic oil industry has recently suffered certain 
cutbacks, such cutbacks—which were not confined to the United 
States—followed the most productive year in that industry’s his 
tory, when more wildcat and development wells and a greater total 
footage were drilled and more geophysical crews were employed than 
ever before. The industry has faced similar cutbacks in previous 
years following mild winters, only to rise to new heights again. 

But whatever problems the oil and coal industries may have, they are 
not to be solved by denying to the consumer his free market and free 
choice. In New England, for example, our textile mills are suffering 
very seriously from foreign imports and other problems. Unemploy- 
ment is heavy in many of our mill towns. But we do not claim that 
the answer to the proble ms of the woolen and cotton textile industry 
is to raise the consumer’s price and require him to use woolen or cot- 
ton textiles instead of synthetics. Nor are we seeking a solution which 
would do great harm to this Nation’s international relations and 
defense. 

The harm to our international relations: If we are to expand our 
trade with other nations, give them an opportunity to close the dollar 
gap and buy our goods and bolster the prosperity of the free world, 
this Nation cannot take such action as the Simpson bill provides 
and arbitrarily violate our trade agreements with other nations and 
refuse to buy their goods. Today, with respect to residual fuel oil, 
this issue arises primarily in our relations with Venezuela, which 
provides 97 percent of our residual fuel oil imports and 70 percent 
of all of our oil imports. Since 65 percent of that nation’s oil products 
is residual fuel oil, it 1s estimated that the provisions of the Simpson 
bill would inflict a loss of $300 million a year, or 23 percent of its 
output, upon that nation, 65 percent of the revenues of its national 
treasury presently coming from these residual oil exports. 

We would thus threaten not only the friendship of a free and peace- 
ful friend who has never asked or received a single dollar of United 
States aid, but also, as pointed out by the Secret tary of Commerce, 
threaten the availability to the United States of that vital oil supply 
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by increasing demands for nationalization and requiring Venezuela 
to sell to other countries, perhaps behind the Iron Curtain. 

The harm to our defense and natural resources: This relates to a 
second important point: The adequacy of our oil supplies in the in- 
terests of defense and conservation. At present we have an 11 to 1 
advantage in oil over the Soviet Union because of our supplies and 
concessions abroad. But, as pointed out by the Mutual Security Public 
Advisory Board: 

The United States cannot expect to have access to such supplies unless it 
mports reasonable quantities of petroleum from these producing regions. * * * 
As petroleum products constitute more than half of the total shipments to 
military forces, it is necessary to have assured sources available in other 
countries in all parts of the world where they would be accessible to our 
forces 

For similar reasons, the President’s Materials Policy Commission 
recommended last year: 

In view of its future needs and limited resources, this Nation should welcome 
crude-oil imports, not place obstacles in their way. Tariffs on crude-oil imports 
should therefore be held down, reduced, or eliminated, within the limits imposed 
by national security considerations. 

The harm to our exporting industries: Turning now to the effect 
on our domestic economy, let me first mention briefly the harm such 
import limitations would impose upon our farmers and manufacturers 
who must sell their goods to other nations in exchange for the dollars 
those nations receive by selling oil to us. Venezuela is this Nation’s 
fourth largest customer. Last year, it bought more than 70 percent 
of its imports from the United St: di one-half billion dollars worth 
of machinery, textiles, electrical goods, electronic devices, leather 
goods, paper, canned foods, che ciacie, and other products which are 
of such great importance not only to New England but all parts of 
the United States. Since Venezuela gets 95 percent of its foreign 
exchange from the oil that it ships to the United States—which, when 
the shipping, insurance, and other services we provide are included, 
is worth roughly one-half of the goods and services it buys from us 
this profitable market will be denied to us, with resulting consequences 
upon the incomes of our producers and their employees. 

I think the most important is the effect upon the consumers of re- 
sidual fuel oil, and this is the point I wish to stress. I wish to point 
out the disastrous effects such limitations would have upon those who 
presently consume residual fuel oil. I think it is apparent that such 
limitations would have and are frankly designed to have three direct 
results. First, the supply of residual fuel oil in this country would 
be decreased, It is generally agreed that, because American refineries 
concentrate on more valuable components of crude oil, there will be an 
increasing gap between domestic production of residual fuel oil and 
demand. ‘The State Department, the Mutual Security Advisory 
Board, and the Paley Commission, all forecast an increasing deficit 
over the next 25 years unless there should be a tremendous unfore- 
seen increase in the discovery of new wells in this country. If this 
deficit, which in 1951 was 117 million barrels of residual fuel oil, is 
not met by imports, and the yield of residual oil in United States 
refineries continues to drop—as it has by nearly one-third since 1945— 
the shortage could be a serious one. 
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Since it is estimated that.the United States, now importing over 
100,000 barrels of residual oil daily, will face an 80 percent cut in 
its imports to approximately 80,000 barrels per day, the reduction of 
supplies is not a minor one. But in New England, where an analysis 
of tankers receipts in 11 ports shows that two-thirds of its 60 million 
barrels of residual fuel oil consumed per year are imported, the cut 
would have a most harmful effect upon the consumers of such oil. 

The second result which naturally follows such a reduction in sup- 
ply is an increase in the price of residual fuel oil. Some have esti- 
mated price increases of 50 percent or more would result from the 
enactment of this bill. Based on New England’s experience with a 
moderate fuel shortage in the winter of 1947-48, when the price in- 
creased $1.23 a barrel from February 10, 1947, to February 4, 1948, 
such an increase in price would cost our region alone—and we use 
one-third of the residual fuel oil consumed in the United States— 
over $70 million annually. 

The third result which naturally follows a decrease in supply and 
increase in price, and which is fully intended by the coal industry in 
its support of this measure, is a conversion by many consumers now 
using oil to coal. Many of these consumers have during the past sev- 
eral years converted at great expense from coal to oil. Others could 
not meet the necessary costs of the heavy equipment and installation 
costs, higher operating costs, and additional storage requirements 
which such conversion would entail. Still others—such as ships, 
apartment houses, hospitals, churches, public buildings, and some 
industries such as laundries and others—could not convert at all and 
would be forced to compete at higher prices for whatever oil was 
available. Because New England ‘gets its oil by water and its coal 
by rail, the first is obts ainable at a savings, while coal to large pur- 
chasers is priced about 40 percent higher than to similar buyers in the 
country as a whole. 

I am hopeful that representatives of other parts of the country 
will indicate to you how these three results would harm their region 
and the Nation as a whole; but permit me to draw upon my experiences 
in New England to demonstrate how such restrictions on fuel oil 
would damage our economy. It is estimated that 30 percent of the 
New England users of residual fuel oil are public utilities. Economic 
studies by the Federal Power Commision and the Federal Reserve 
bank have indicated that about 80 percent of the difference in the 
cost of steam-generated electricity to New England and to the United 
States is the result of differences in the cost of fuel. To further 
increase this cost would be to make our power costs, which are already 
extremely high, even more discriminatory. Forty percent of New 
England’s residual fuel oil goes to industry, for its boilers and fur- 
naces and other industrial uses. I need not tell you that too many 
New England industries already are on the verge of liquidation or 
migration, and that our towns, such as Lawrence, already have un- 
believ ably high unemployment rates. Their economic existence should 
not be further threatened by this measure. Since New England is 
the largest user of imported heavy oil in the Nation, the New England 
Council and other groups have expressed serious concern over the 
effect of curbing importations, and the New England Governors’ 
Textile Committee and the Council of Economic Advisers’ Report 
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on the New England Economy both called for the importation of 
fuels without tariffs. Fifteen percent of our region’s residual oil is 
used for purposes of heating homes, apartment buildings, offices, and 
actories. This is an important factor in the cost of living in the 
der climate of New England; and, according to the 1950. census, 
over 50 percent of the heated occupied dwelling units in Massachu- 
setts used oil, rather than coal or gas. This is no time to increase 
the cost of living to these families and businessmen. Finally, 15 
percent is used for bunkering ships at port, railroads, military, and 
miscellaneous uses. Here again, price and supply are important, and 
it is reliably estimated that the total residual oil available under the 
Simpson bill would not be enough for bunkering our ships alone. 

In conclusion, Mr. Chairman, I want to say “that I agree with the 
conclusions of past congressional and executive studies which have 
recommended, not excessive import limitations, but other means of 
stimulating the discovery and development of our resources, the con- 
servation of our fuels, the diversification of our industries, and other 
means of assistance to our oil and coal industries. Let us adopt a 
program seeking more fuel, more energy, more production, and better 
living standards, with increased trade between n: utions, all over the 
wor ld. 

Thank you very much. 

The CuHarrMan, Senator, that concludes your statement? 

Senator Kennepy. Yes, it does. 

The Cuarrman. We thank you very much for your very fine 
presentation. 

Senator Kennepy. Thank you very much, Mr. Chairman. 

The Cuarrman. Any questions? Mr. Simpson will inquire. 

Mr. Sowpson. Senator, I have just a few questions I would like 
to ask you. They came to mind as I followed your carefully prepared 
statement. 

I am interested in the New England Governors’ Textile Committee 
and the Council of Economic Advisers’ report. Are they in opposition 
to tariffs ¢ 

Senator Kennepy. No. I think they did make the statement, as 
I have said, calling for the importation of fuels without tariffs. 

I think the point that you are getting at is a valid one, that we 
in New England are threatened by the importation of many goods. 
J mentioned woolen and worsted. I could have mentioned watches, 
and the huge increase in fishery imports. 

Mr. Srupson. Would you like to have a tariff on fish ¢ 

Senator Kennepy. We do have a tariff on fish. 

Mr. Stmpson. Would you like to have a higher one? 

Senator Kennepy. I think they feel that the legitimate area for 
decision on that is not congressional action, but is in the Tariff Com- 
mission itelf. I am afraid that if we tried to pass a bill which would 
limit the importation of ground fillets, which have increased tremen- 
dously in the last few years and caused us great distress, if we tried to 
put such a limitation into a bill, then every industry in the country 
which is threatened by imports would do the same—the people who 
make pottery down in West Virginia, and the woolen and worsted 
industry, ete.—I think therefore that the best area for action is the 
Tariff Commission rather than for Congressmen from each area rep- 
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resenting industries that are affected, all attempting to place stringent 
limitations upon importations. 

Mr. Suwrson. Let us get back to the fish again. Do you understand 
they want more protection with respect to fish ? 

Senator Kennepy. There is no doubt that the businessmen in the 
fishing industry would like more protection, that is right. 

Mr. Stwpson. Do you recollect that there have been before the 
committee—I do not mean to say the New England textile committee 
have, but people representing the industry have ¢ 

Senator Kennepy. Yes. 

Mr. Srvpson. They have been before us asking for protection in 
this particular bill. Do you object to their request for the kind of 
relief they want ? 

Senator Kennepy. I would object, Congressman. I think it is a 
mistake for the Congress to make these decisions, industr y by indus 
try, and I would say that for fish and for textiles. I believe the de- 
cision should be left to the Tariff Commission, because I think the 
practical effect of our trying to give protection to the New England 
fishing industry would be that you would give protection, as you are 
attempting to for the coal industry, which has suffered severely 
Every other Congressman would attempt to give protection to his 
industries. 

Therefore, because we would cancel each other out, we would de- 
stroy our whole trade program, and it seems to me that it would be 
better to leave this decision in the hands of the Tariff Commission. 

Mr. Simpson. Does your same argument apply to watches and to 
textiles in the New England area ? 

Senator Kennepy. I would say, Congressman, that I have not in 
troduced a bill to provide for a quota limitation on watches or on fish, 
even though many of the members of those particular industries have 
requested me to do so, because of the statement which I have just 
made. 

Mr. Smarson. Am I to infer correctly that so far as any relief by 
way of new law is concerned for any and all products of New Eng 
land—that is. fish, watches, textiles, hats, and so on, and many others— 
you would have the committee understand that you want nothing 
changed in existing law to benefit those areas? 

Senator Kennepy. No. I want to say, Congressman, that I think, 
as I have said before, the decision on all of these imports should be 
left to the Tariff Commission. If we are going to pass out a bill which 
discriminates, as I believe it does, against New England to the extent 
that this is going to, then it means that I think that every industry is 
entitled to get the same protection. The practical effect of this will be 
to destroy completely our whole program of attempting reciprocal 
trade programs. 

Because I believe that, I think that it should be left to the Tariff 
Commission and not to the Congress to try to protect specific indus- 
tries, because if you are going to protect an industry—and I.am not 
saying that some have not suffered greatly, as the fish industry and 
the watch industry have—then why should - ve not seek to protect our 
industry by legislation? What would be the effect of that ? 

Mr. Simpson. Senator, if you knew that the industries concerned, 
namely, the textile and the fish and the watches, had pursued the ulti- 
mate in efforts to secure relief through existing law, and the Tariff 
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Commission, and had failed, do you still insist that the law should 
not be changed to give them the protection that I am sure you must 
igree they need ¢ 

Senator Kennepy. I have no doubt that they do need protection. 
My only point is that I do not think we have exhausted all remedies. 
(he fishing industry, for example, is now preparing another state- 
ment for the Tariff Commission. I have hopes that they will, with 
the powers they have under existing law, make decisions which will 
take some recognition of the problems of the fishing industry, but I 
am afraid, Congressman, that if we attempt to write all these prefer- 
ences into law, we will just end up with all exports and no imports. 

In addition, I would like to say that I can understand your desire 
to impose import limitations, because of the serious difficulties the coal 
industry is suffering, and I know that this year there has been a sharp 
increase in the importation of residual oil over last year, and there has 
been a steady increase since 1945. But I do think to blame all the diffi- 
culties in the coal industry on residual oil, and not on natural gas and 
the dieselization of engines, is unfair. It seems to me you could put a 
limitation providing that no more residual oil could come in than came 
in last year; but to roll back as you are doing will change the whole 
economy of the industry and of New Eng]: and. 

Mr. Stmpson. I know you are inte rested in the welfare of the busi- 
nesses in New England. 

Senator Krennepy. Yes. 

Mr. Simpson. I would like to talk just a little bit more about them. 
1, for example. You know that they went through the adminis- 
trative procedures seeking relief. 
Senator Kennepy. Yes. That is right. 
Mr. Simpson. And they did not get it. 
Senator Kennepy. That is right. 
Mr. Srmpson. They are convinced that they cannot get it under 





existing law. Ishould not say “convinced.” They are always hopeful. 
I take the position that they have made a very effective case, as I 
know the textile people can make, and yet they did not get. relief. I 


am trying to change the law to give a little bit of the : advantage, where 
there is a close case, to the American workingman and to American 
industry. That is what I seek to do in this bill. 

Senator Kennepy. Congressman, if we did what you are attempting 
to do in residual oil to all imports coming into this country, would you 
not agree that we would end up with our import trade severally if 
not almost completely eliminated? There are really not many prod- 
ucts which the Europeans cannot make cheaper than we can, except 
perhaps.automobiles and a few others. 

Mr. Srupson. Of course, I would not agree with that, because under 

ny bill nobody at all can get any relief unless they first prove certain 

| facts regarding the harm being done to their industry. I make no 
bones about it. I do not want harm to come to any American industry 
which is an established industry here by reason of imports. 

Senator Kennepy. I think the effect of your bill will be to harm an 
area dependent upon residual oil; and in addition, if your bilk pro- 
vides for the same relief for all industries, I think it will be a tre- 
mendous setback to all attempts of the administration to do something 

tbout at least maintaining some balance in our trade. It would set 

it back much further than we have in the past. 
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It seems to me the proper area for a decision in this question would 
be the Tariff Commission and not, as I have said before, various con- 
gressional groups, each seeking protection for their own industry, 
until finally we find ourselves in a tremendously serious situation. 

Mr. Stmpson. Of course, Senator, I respectfully point out you are 
seeking protection right now for your own industry. 

Senator Kennepy. For residual fuel oil ? 

Mr. Srmpson. Yes. 

Senator Kennepy. I do not want protection. I want the normal 
flow of trade. 

Mr. Simpson. You want to protect your business, which is buying 
cheap fuel oil right now. 

Senator Kennepy. The practical effect is that you are seeking to 
limit imports, and I seek free trade. I have not talked about the coal 
industry’s troubles, because I know that you represent that interest. 
But the practical effect of our two situations is that you want to limit, 
and I want to encourage free trade. 

Mr. Srmpson. Yes, but you are here to protect the businesses up in 
New England that are buying this cheaper fuel. 

Senator Kennepy. But I do not, even for New England industries 
which are threatened, advocate the passage of legislation such as you 
seek for the protection of the coal industry, even though I think our 
problems are greatly similar. 

I think if we both leave it to the Tariff Commission, we would get 
a fairer adjustment, one which takes into consideration national in 
terests rather than pulling and hauling back and forth, each trying 
to protect our own industry in legislation. 

Mr. Simpson. Would you recommend that there be no limitation 
whatever upon the importation of petroleum, including residual oil? 

Senator KeENNEpy. You mean a quota, or an increased tax? 

Mr. Stmpson. There is a tariff rate of about 5 cents. 

Senator Kennepy. I would agree with you that that seems to me to 
be too low. 

Mr. Stmpson. It seems to be too low? 

Senator Kennepy. Yes; that is right. I would think it could go 
up without causing any great difficulty to the producers 1 in Ve neziela, 
Mr. Smrrpson. You recollect that the Tariff Commission did make 

recommendation which President Truman disregarded ? 

Senator Kennepy. That is right. They said it should not go below 
1014 cents, as I remember. 

Mr. Simpson. I do not have the figure accurately in mind; some- 
where around there. You would not object if, on the basis of a Tariff 
Commission examination, they found it advisable to take the tariff 
back, whatever they said? 

Senator Krennepy. I think the decision should be in the hands of 
the Tariff yan git If they should so recommend, I would not 
object. As I say, I am not attempting to ignore the problems that 
these importations ‘ie to you. TI think the solution is much too 

excessive, however, to roll it back to the extent that you are going to 
roll it back. 

It seems to me that a limitation to what they imported last yea 
which would not discriminate against those who turned to the use 
of oil rather than coal, would be much fairer than rolling it back the 
percentage that you are. 
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Mr. Srmpson. I think, Senator, if I read correctly, at the bottom of 
page 2 you use the figure 400,000 barrels of residual oil daily. I think 
that 1s low. 

Senator Kennepy. I think in January it was 500,000. 

Mr. Stmpson. It is running a lot more than that. 

Senator Kennepy. That is the latest figures I had provided. The 
nly figure I had for January was 500,000 compared to 350,000 last 
year. 

’ Mr. Simpson. But it is going up. 

Senator Kennepy. I do not know what it was in April or Febru- 
ary. It seems to me it was slightly lower than the 500,000 figure of 
January. 

Mr. Stmpson. It is going up each week. 

Senator, I thank you. 

Senator Kennepy. I thank you very much. 

Mr. Stmpson (presiding). Mr. Kean is recognized. 

Mr. Kean. Senator, I gather from your answers to Mr. Simpson’s 
questions that what you feel and hope is that now, at long last, we do 
have and will have a better administration of the present laws than 
we have had in the past. 

Senator Kennepy. Let us say that I hope that the Tariff Commis- 
sion will recognize the problems of some of these industries which 
have been pushed to the point of peril to their survival by some of 
these imports. There is no doubt that is true in some industries. I 
hope they believe it is in fish. 

Mr. Kean. You believe that the present law is sufficient, but that 
n the past it has not been administered properly. 

Senator Kennepy. I would disagree with the decision of the Tariff 
Commission in some cases. I hope that when the new testimony is 
presented and new evidence which we have for 1953 in some of these 
industries, that that will be more convincing to them than it has been 
in the past. 

Mr. Kean. As far as the New England public utilities are con- 
cerned, you estimated that as a result of this bill there would be about 
a $70 million increase in the cost to New England in general, and 
that of that, 30 percent went to the public utilities. 

The result of the passage of the Simpson bill would therefore be 
that the smaller user of the public utilities in Massachusetts and the 
rest of New England would have to pay an additional bill of $21 mil- 
lion for their light and gas, or whatever it is that they use, would 
it not ? 

Senator Kennepy. I do not know what the final figure would 
amount to. When it all balances out, there certainly would be a sub- 
stantial increase. 

Mr. Kran. There would be an increase in the cost of living to the 
small man in New England. 

Senator Kennepy. Yes. I think, as the Congressman knows, one 
of our basic problems has been that we lack natural resources in New 
England, and therefore we have had to import them. Compared to 
Tennessee, for exmple, and some other areas which we are attempting 
to compete with, one of our basic problems has been, of course, the 
high cost of power and fuel. Therefore, it seems to me this would 
add to our costs. 
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Mr. Kean. Of course, we have the same situation in New Jersey, 
and I think all along the east coast. 

Senator Kennepy. Yes, sil 

Mr. Kean. That is all. 

Mr. Simpson. Mr. Forand will inquire. 

Mr. Foranp. Senator, I want to compliment you on the fine presenta 
tion you have made this morning. 

Senator Kennepy. Thank you. 

Mr. Foranp. While you were speaking particularly for Massachu 
setts, which is your State, in general you talked about New England, 
and you re presented exactly the situation that exists in Rhode Island, 
I can say that. 

Senator Kennepy. Thank you very much. 

Mr. Foranp. I thank you for the way you have presented the pic- 
ture, and compliment you on your fine statement. 

Senator Kennepy. Thank you very much. 

Mr. Foranp. That is all, Mr. Chairman. 

Mr. Srmpson. Mr. Sadlak will inquire. 

Mr. Sapiak. With the exception of residual oil, which I think is 
what Mr. Forand has in mind, I do not feel that Senator Kennedy is 
speaking for the employees and industries in Rhode Island that are 
being very seriously affected by these imports. The thought occurs to 
me as the Senator mentioned textiles that if the textiles continue 
their downward trend, influenced by imports, and the United States 
keeps participating in wars, pretty soon because our textile plants have 
been closing we will not be able to provide the uniforms which our men 
will need. We will have to import them. 

I am sure the Senator is tremendously interested in keeping those 
people up there in Lawrence at work, or at least finding some work 
for them. 

Senator Kennepy. I will say, of course, Congressman, that we are 
suffering not alone from importation of woolen and worsted, but 
also from the ability of the South to produce these goods cheaper: 
and, of course, secondly, from synthetics, which also have added to 
our troubles. So it is not only the importation of woolen and worsted 
from abroad, but these other threats to our industry, which have 
caused us great distress. 

In addition, I think you suggested that I did not speak for New 
England except perhaps in residual oil. New England is also an 
exporter, as are a great many other areas of the country. It seems to 
me if we accept the Simpson bill that we have to cut trade completely, 
or continue to assist these countries abroad with dollar aid or, No. 3, 
expect that they are going to trade behind the Iron Curtain, and this 
will affect our export industry, too. 

It does not seem to me that we can merely talk about protecting our 
domestic industries which are suffering from the importation abroad 
and forget that we also benefit from the sale abroad of our export in- 
dustries, which are also located in Connecticut, in New England. 

Mr. Sapiax. I would say to the Senator, in deference to him, that I 
have not yet found great benefits coming to my State of Connecticut 
from the operation of the rec iprocal trade agreements. Those have 
not as yet been furnished to me. 

Senator Kennepy. The reports that I have seen—Professor Harris’ 
book on the economics of New England states that while there is no 
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doubt that certain of our industries have suffered from imports, never- 
theless New England is a substantial exporter and I believe Connecti- 
cut shares in that, too. 

Mr. Sapuaxk. I have not found it as yet, as I must say to the Senator. 
We have had a parade of witnesses come before this committee; in 
fact, 2 weeks ago, one industry after another. They came here and 
told us of their serious injuries, but we found no benefits. The reason 
they came here was because many of them had gone before the Tariff 
Commission and, though they felt they had good cases, each of them 
was turned down. 

They feel that with straight extension here now for another year, 
their injury will be prolonged. 

Senator Kennepy. Do you not sell some electrical machinery 
abroad? Do you not sell a good portion of that great electrical 

ndustry of yours abroad ¢ 

Mr. Sapiak. Not because of the reciprocal-trade agreements. 

Senator Kennepy. How else are they going to pay for those prod- 
ucts, if they do not have dollars, either by direct economic aid—which 
is a solution—or by the dollars they earn from some of these other 
imports they sell to us? 

Mr. Sapuak. As a matter of fact, as far as the electrical industry 
is concerned, we have great competition from England. 

Senator Kennepy. That is right; but you still have had, since the 
end of the war, I believe, a substantial export trade. I do not think 
the Congressman and I are far apart. I do not think there is any 
doubt that no industry should be driven out of business by imports. 
I certainly would agree 100 percent on that. The only question is 
whether it should be done by congressional action, and I do not think 
it should, or the Tariff Commission. 

My only objection to congressional action is that the result will be 
that all of us who have industries in our area that are affected to a 
greater or lesser degree by these imports will have legislation in, and 
the practical effect will be that by the time the bill passes there will 
be no substantial import trade, at least, in many of these commodities 
which help make up the dollar gap. 

You have your hat industry, certainly, which has suffered. And I 
could give you bicycles, fish, shoes, and innumerable other industries 
in Massachusetts. We are a high-wage area. I am not sure that we 
are equipped to make the decision in every case as to whether an 
industry has reached the peril point or not. 

Mr. Saptak. I will remind the Senator that the reason we are here 
is because this committee has some jurisdiction in those lines, and that 
is why we are having this hearing. 

Senator Kennepy. That is why I am here. I agree with that. 

Mr. Simpson. Mr. Curtis of Missouri will inquire. 

Mr. Curtis of Missouri. Senator, I want to get your views straight 
in my mind. As I understand it from your testimony, you are cer- 
tainly in favor of the peril-point provisions and escape-clause provi- 
sions in the present act. 

Senator Kennepy. Yes; I am. 

Mr. Curtis of Missouri. Aside from the quotas in here, do you feel 
that the change in language on criteria by which the Tariff Commis- 
sion is to judge what will hurt an industry is harmful ? 

326045388 
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Senator Kennepy. Congressman, I am sorry I have not made a 
detailed analysis. I have just read it over, but I have not had an 
analysis made of what the effect will be in that change of law. I am 
not sure exactly what is meant by “injury to American workingmen,” 
for example; what is meant by “injury,” et cetera. I am not really 
equipped to comment on that. 

Mr. Curtis of Missouri. The reason I bring that up is that you seem 
to have a great reliance on the Tariff Commission, and I would say 
that you would agree that Congress is the one, this committee in par- 
ticular is the one to establish the criteria by which the Tariff Com- 
mission would make its decision. You might agree with that? 

Senator Kennepy. Yes; I do agree. 

Mr. Curtis of Missouri. But you do not have any opinion, as I 
understand it, on the actual language of the Simpson bill? 

Senator Kennepy. I am in favor of extending the present language. 
I believe the language of the Simpson bill, from what I have seen, 
sets up much more stringent criteria for determining the peril point. 

Mr. Curtis of Missouri. Yes. It says: 



























Threaten unemployment or injury to American workers, miners, farmers, or 
producers producing like or competitive products, or impairment of the national 
security 























Senator Kennepy. I think a good many of these imports would 
“threaten” some employment. When you really start to interpret 
that, it seems to me the practical effect would be to bar all imports 
which “threaten” aonk ‘stic industries. How would the word 
“threaten” be interpreted? I do not think there is any doubt that in 
many ae tries the limitations on imports would be almost complete. 

Mr. Curtis of Missouri. One other thing. In the Simpson bill, 
again re a rring to your reliance on the Tariff Commission, would you 
agree with the provisions of the Simpson bill which would change 
the ultimate decision by placing it in the Tariff Commission instead 
of the President ? 

Senator Kennepy. You mean place the ultimate decision so the 
President could not reverse it? 

Mr. Curtis of Missouri. That is correct. In other words, making 
the Tariff Commission’s decisions rather final. 

Senator Kennepy. I think the President has such a great responsi- 

lity for foreign policy, of which this is a part, that T do not think 
a should be excluded from the decision. IT agree that in some cases 
the complete disregard of the Tariff Commission’s decisions has 
worked hardship to some industries which were entitled to protec- 
tion. But to make this merely a matter between an agency which is 
a ‘tly under his control anyway, which the Tariff Commission 
is, and the Congress, and to exclude him would be a mistake. He is 
no less responsive or should be no less responsive to our problems than 
you and I and the Tariff Commission. 

' Mr. Curtis of Missouri. The point I am getting at is that there is 
not as great reliance on the Tariff Commission as I would haye orig- 
inally taken from your testimony. You feel that the final judge in 
this should be as the law presently is, which is in the President, rather 
than in the Tariff Commission ? 

Senator Kennepvy. Yes; I do. I am in favor of extension of the 

present law, therefore, which permits the President—and while I 
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disagree with some of the President’s decisions in the past, I think 
that President Eisenhower should be permitted to exercise some juris- 
diction. 

Mr. Curtis of Missouri. You think possibly the administration 
of it might be a little different, as far as some of our industries are 
concerned that have been hurt ? 

Senator Kennepy. I disagreed with some of the other decisions, 
and I have hopes that the President will consider these problems. 

Mr. Curtis of Missouri. One final question. Of course, in these 
import quotas on residual fuel oil and others, there is an escape clause 
in there for suspension of quotas. 

ae Kennepy. Yes. 

Mr. Curtis of Missouri. Do you not feel that that escape clause, 
whic * says in the event the President finds that these domestic supplies 
are inadequate to meet the needs, would solve your problem? Why 
would that formula not apply there, if you have agreed with the form- 
ula in the overall picture? 

Senator Kennepy. The formula that I agree with is to let the Tariff 
Commission, with the President’s acquiescence, make a decision in this 
case. As you know, Congressman, what you are going to do is to limit 
tremendously, cut very, very substantially, the importation of residual 
fuel oil. At some future date they can make an appeal that our 
domestic supplies of residual fuel oil are not adequate, and then the 
burden of proof 

Mr. Curtis of Missouri. But your whole plea is that you want to 
be sure that there is an adequate supply of oil for your domestic use. 

Senator Kennepy. At this price. My basic plea is for the present 
supply of residual fuel oil at this price. 

In addition, I am conscious of the effect this action will have on 
our whole reciprocal-trade program. If you are going to do it in 
residual oil, I do not see why you should not do it on most of these 
other commodities. I think’then the effect will snowball. 

Mr. Curtis of Missouri. That is all. 

Mr. Srwpson. Any further questions ? 

Senator, we thank you. 

Senator Kennepy. Congressman, I want to express my apprecia- 
tion, because I know that you have a lot of other witnesses to hear. 

Mr. Srwpson. We appreciate your courtesy. 

The next witness is Hon. Thomas J. Lane, of Massachusetts. 





STATEMENT OF HON. THOMAS J. LANE, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF MASSACHUSETTS 


Mr. Lang. Mr. Chairman, not once, not twice, but almost on an 
annual basis, New England homes and industries have been put in 
fear and jeopardy by interruptions in the supply of oil and coal, from 
domestic sources. 

We have been obliged to seek a steady and low-cost supply elsewhere, 
and we have found it by importing crude oil from Venezuela, which 
in return, is a good customer, spending over half a billion dollars 
yearly for American manufactured goods, including electrical equip- 
ment and textiles. 

Starting at the consumer level let me cite some figures compiled by 
the United States census of housing in 1950. Of fuels used for heating 
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occupied dwelling units in Massachusetts, coal serviced 446,000 units, 
and oil was used in 657,000 homes. Percentagewise, the figures were 
5.9 coal, and 52.5 oil. 

Most of our homes and factories are equipped for oil. 

I assume that the same situation applies to all the States on or near 
our long coastline. 

We cannot go back, by changing to inefficient equipment — 
unstab le supply, just to please those segments of the fuel industry, « 
those regions that hijacked us when they held the upper hand. 

The Simpson bill would artificially restrict the supply of oil, and 
exert an upward pressure on the price of all fuels. 

Maybe the Congress is not interested in the battle that New England 
is making to solve its economic prob lems, but we from the six North- 
eastern States are. This is no time to place another burden on our 
shoulders by restrictive legislation that is reminiscent of the 19th 
century. The proposed bill is doubly dangerous. It attempts to 
force a subsidy on millions of American consumers and is a step that 
could undermine our reciprocal-trade program, leading to divisions 
within the Western World that would play right into the hands of 
Moscow. 

I can appreciate the problems of certain communities in Pennsyl- 
vania and West Virginia and the attitude of the independent oil pro- 
ducers, but the solution is not to be found in repressive legislation. 

Doing harm to others will benefit no one. 

In de ssperat ion they instinctive ly ery, “Stop, * “Restrain trade,” “Cut 
imports,” but this is no answer to the need for adjustments within 
certain communities and certain industries. 

sy way of example, I mention the automotive industry of the United 
mtates., 

The workers are paid far higher wages than their opposite numbers 
in other countries. Yet this industry does not try to block the import 
of foreign cars because American technological know-how, always 
improving, is able to pay the highest wages and yet undersell foreign 
cars In open ¢ ‘ompetition. 

We from the labor-surplus areas where textiles have suffered much 
more than the coal-mining industry are trying to get emergency 
Government help. In the long run, however, we know that we will 
have to make the improvements that will put us in the running again. 
In the meantime, there is no suggestion that southern textiles be barred 
from northern markets or that all textile imports be choked off. There 
are plenty of men’s suits being sold in retail stores of the United States 
that are made from English textiles. 

The same reasoning should apply to the coal industry and the inde- 
pendent oil producers, 

To turn our economy upside down by forced reconversion to coal, 
or to domestic fuel oil at higher prices, would confront. us with 2 prob- 
lems instead of 1. Multiplying hardships is no way to solve any 
problem. 

Residual fuel oil is used as fuel in industrial plants and in the gener- 
ation of electric power. More and more of it is being used in the 

generation of electricity for public utilities. 

Within the space of 4 years, from 1948 to 1951, inclusive, the per- 
centage of coal used for such purposes declined from 87 to 39 percent. 
At the same time the use of oil climbed from 4.1 to 50 percent. 
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Furthermore, foreign refineries produce a higher proportion of 
residual fuel oil than the United States refineries. 

Would you have us penalized just to bail out the coal groups and the 
independent producers in the United States? 

The Standard Oil Co. of New Jersey is authority for the following 
statement: 


The feeling of eastern coal producers that curtailing heavy fuel-oil imports 
would result in an equivalent increase in the use of coal is not supported by a 
realistic view of the eastern energy market. Although some large plants and 
utilities are equipped to use heavy fuel oil or coal alternately, most present users 
of heavy fuel oil are not so equipped, for consumers to change from one fuel 
to the other usually requires new or altered equipment and basic changes in 
operating procedures, 

In 1952, for example, Esso Standard Oil Co. and its wholesalers sold heavy 
fuel oil to apartments, hotels, stores, office buildings, bus terminals, churches, 
schools, Government buildings, factories, and utilities; and a recent survey 
showed that less than 3 percent of Hsso’s direct customers are equipped to burn 
some other fuel besides oil. 

For most present users of heavy fuel oil, the conversion of equipment to burn 
coal, or even getting the physical space to store solid fuel, could be accomplished 
only at great expense, if at all. If their supplies of heavy fuel oil were cut off, 
the vast majority of consumers of this product would turn to natural gas as 
soon as possible. Costs of heavy fuel to those able to obtain its would almost 
certainly be higher because of lessened supply. The result would be an increase 

the level of fuel prices to consumers generally 

Serious restrictions on heavy fuel oil imports would work harm to thousands 
of businesses, large and small, and to other establishments that now use this 

directly and indirectly for heat and power. Such an action would not 
serve the best interests of our national economy and would do disservice to 
consumers of many types of goods. 


Iniports of crude oil and heavy fuel oil are nothing 

The United States Navy and our merchant fleets use oil fuel. 

American railroads have abandoned the steam locomotive in favor 
of cliesel-powered engines. Even those railroads whose principal 
freight haul is coal are changing to diesel power. 

Most of the new houses, millions of them, that have been built since 
the end of World War II, use oil or natural gas. This is in response 
to consumer demand. 


new. 


Natural gas itself has become a competitor of coal and oil, not only 
for heating homes, but as fuel for industry, and for electric powet 
generation. 

Shall we reverse the whole economy of the Nation and throw away 
technological advances to save a declining coal industry? Shall we 
“take it out on oi] imports” when it is domestically produced oil and 
especially natural gas that have had the greatest effect on coal con- 
sumption ¢ 

It seems to me that the Simpson bill has picked the wrong target. 

Instead of bringing other industries down to its depressed level, the 
coal industry would be better occupied in getting up to date. Techno- 
logical improvements, both in the production and the use of coal, 
would be a constructive solution. 

The President’s Materials Policy Commission is for oil imports. In 
its report of June 1952 it said: 

The energy economy of the United States has prospered on the basis of using 
the cheapest available fuels and can prosper most in the future if our import 
policy continues to permit oil consumers to have access to the lowest cost sources 


consistent with security. Geological and economic conditions throughout the 
world favor an increasing reliance on imports to meet a considerable part. of the 
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future growth of United States consumption, even though United States produc 
tion of oil can also be expected to continue to grow. Consumption is expected 
to increase more rapidly than production, so as to leave room both for increasing 
imports and a healthy domestic petroleum industry. 

In World War II, Venezuela was a main factor in supplying the 
oil requirements of industry and of the armed forces of the Allies. 
Toward the end of the conflict, oil from the Middle East was also 
used in large quantities. At the peak of the war, more than one-third 
of the total oil needs was supplied from sources outside the United 
mtates. 

Security demands access to oil sources abroad. To develop such 
sources, we must make markets available to them here. If they cannot 
sell to the American market, they may be forced to seek an outlet else 
where, and add their resources to the growing power of the Soviet 
Union. 

Crude oil production in Texas has been cut back from 3 million 
barrels per day as of December 1952, to 1,700,000 barrels for April 
1953. There have been proportionate cuts in Oklahoma and 
Louisiana. 

These figures are cited by those supporting the Simpson bill as evi- 
dence that we must do something impetuous and drastic to halt the 
decline. 

However they conveniently ignore the fact that these reductions are 
from. the recordbreaking level in the whole 94-year history of the 
petroleum industry in this country. 

The current anxiety about the effect of oil imports is without foun- 
dation. It is based largely on short-term comparisons concerning an 

ndustry that has had a remarkably steady growth. Other indus- 
tries know that some interim fluctuations are inevitable but they do 
not rush to Congress for help every time this happens. If they did 
we would have an Iron Curtain of our own with tariff walls so high 
that we would not be able to get the raw materials that we need from 
other nations. Remember, gentlemen, that the United States is not 
self-suflicient. Trade is never a one-way street. 

You can’t baby any part of the fuel industry by protecting it from 
competition and normal economic evolution and still preach free 
enterprise. 

You can’t saddle the American consumer with subsidies just to 
please a few high cost oil producers and coal mine operators who 
have not kept in step with progress. 

Help them to modernize and to find new markets through research 
and development leading to new derivatives and new applications. 
But don’t blame successful competitors and drag them down, too. 

Quota restrictions on oil imports would wreck our whole reciprocal 
trade program, make a farce of the trade-not-aid approach to eco- 
nomic diplomacy, and burden American consumers with an unfair 
cost. 

At the same time, this would not be a real solution to the problems 
of the independent oil producers and the coal groups. Blaming the 
other fellow for your own mistakes or shortcomings will not correct 
them. 

This bill, if passed, will harm us nationally and internationally. 

As a Congressman from Massachusetts, I must also emphasize the 
particular injury it would inflict upon the consumers and industry of 
my home State. 
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President Eisenhower has recognized the economic problems of New 
England caused by technological and other changes in the once- 
dominant textile industry of this area. The seriousness of our situa- 
tion is confirmed by the cold and factual statistics of the United 
States Department of Labor. 

The Simpson bill would compound our troubles by restricting the 
basic fuel supply of our industries and by pushing prices higher, 
thereby leading to further deterioration in our competitive position 
which is already critical. 

Seventy million dollars would be added to the bill of New England 
consumers. 

Any hope of attracting new industries to take the place of our 
closed mills or to keep the ones we have from giving up the ghost 
would be given the 1, 2, Marciano punch, by my respected colleague, 
Mr. Simpson. 

I am willing and anxious to cooperate with him in any constructive 
program to help the coal miners, or those who work for the indepen- 
ent oil operators, but I submit that his present bill is not the answer. 

It is a measure that is born of panic and one that would have the 
devastating effect of a chain reaction. 

Have the American people no right to choose the fuel they prefer 
or can afford ¢ 

Mr. Stupson. Thank you, Mr. Lane. 

Is Mr. Donal M. Sullivan present, executive secretary of the Oil 
Men’s Association of New England, Inc., Boston ¢ 

Mr. Sullivan, will you kindly take the chair, and give your name 
to the reporter, and proceed as you see fit ? 


STATEMENT OF DONAL M. SULLIVAN, EXECUTIVE SECRETARY, 
INDEPENDENT OIL MEN’S ASSOCIATION OF NEW ENGLAND, INC., 
BOSTON, MASS. 


Mr. Sutiivan. My name is Donal M. Sullivan. I am executive 
secretary of the Independent Oil Men’s Association of New England, 
Inc. 

First, I wish to thank the committee and its distinguished chair- 
man for permission granted to the Independent Oil Men’s Associa- 
tion to present four witnesses, of whom I am one, on the matter of 
the Simpson bill. The others will be John P. Birmingham, of White 
Fuel Corp., South Boston, Mass.; John J. Gill, of Petroleum Heat & 
Power Co., Providence, R. I., who will also, I understand, represent 
the Providence Chamber of Commerce; and Martin J. Ryan, of 
Buckley Bros., Bridgeport, Conn., who is also, I believe, representing 
the Connecticut Petroleum Association. 

Independent oil men in general, and members of the Independent 
Oil Men’s Association of New England in particular, have a most 
important role in the marketing of the fuel oils which are consumed 
in the six New England States. Anything which affects the supply 
of crude petroleum or its products affects their customers, the indi- 
vidual and corporate consumers of New England, and affects them. 

New England, as is well known, depends upon outside sources for 
every drop of oil which its people use. 

It is not my purpose here, nor is it that of my associates, to pre- 
sume to be expert on the momentous issue of the foreign trade policy 
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of our country in its role as leader of the free world. We do not under- 
estimate the tremendously involved problem on which the responsible 
leaders of the present Government of the United States must decide, 
and decide wisely, with the fate of our country and of the world con- 
ceivably in the balanace. I may note with interest that the President 
has stated that 

The very prosperity of this country is inextricably tied up with the prosperity 
of those countries with whom we must trade in this world. 

but I have no special qualification to discuss the proposition. 

The committee already has an imposing record, pro and con, on the 
troubles of the coal industry and their origins, and we shall add little 
to that. The function of our witnesses, as I see it, is to delineate cer- 
{ain fears and present certain facts and figures relating to New 
England. 

My own discussion will be brief and general, and will require much 
less than the 20 minutes the committee has so graciously allowed. 
The other three witnesses will bring the story down to the level of the 
individual and corporate consumer in New England. 

Before I speak of the residual oil provisions of the bill, I would 
like to say ~~ the specific restrictions on nee imports appear 
dangerous to New England interests, but, because of the vast com 
plexity of overall domestic supply and demand for crude and distilled 
petroleum products, it is difficult to state the danger beyond the obvi- 
ous generality that short supply is bad for New England and that in 
creased prices for cusoline and lig] it he: ating oils woul | not be wel- 
come to New England consumers. 

The importance of residual oil imports to New England, by con 

s striking and specific. 

» United States Bureau of Mines reports, for the 1951 calendar 
year, that 60 million barrels of residual oil was consumed in New 
England. (By way of definition, it may be stated that a “barrel,” 
in oil industry terminology, means 42 gallons. Crude oil is the basic 
petroleum from which all petroleum products are extracted by the 
refining processes. Residual oil, or heavy oil, is used for bunkering 
of ships and as ‘fuel for industrial furnaces and powerplants. It is 
also blended with other oil for specialized industrial and commercial 
purposes.) An examination has been made of the United States Army 
engineers’ figures on tanker receipts for the 11 principal New England 
ports, for the same year of 1951 

Port by port, this is the extent to which New England is dependent 
on foreign residual: Bucksport, Maine, 89 percent; Searsport, Maine, 
100 percent; Portland, Maine, 87 percent; Portsmouth, N. H., 30 per- 
cent ; Salem, Mass., 100 percent ; Boston, Mass., 78 percent ; Fall River, 
Mass., 61 percent; Providence, R. I., 40 percent ; New London, Conn., 
59 percent: New Haven, Conn., 51 percent; Bridgeport, Conn., 54 
percent. Overall, for the 11 ports named, for the year 1951, the figures 
show that 64 percent of the residual oil brought into New England 
came from foreign sources. 

Converting this 64-percent figure to two-thirds, for convenience, 
and applying it to the 60-million-barrel consumption figure, this con- 
clusion is reached : 

New England depends upon foreign sources for 40 million barrels 
of residual oil per year. H. R. 4294, the Simpson bill, would limit 
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unports of foreign residual oil to 5 percent of the previous year’s 
demand. Application of this percent to the 60-million-barrel con- 
sumption figure adds up to 3 million barrels of residual oil from foreign 
sources for New England. Assuming, with a hope which might well 
not prove justified, that New England would get its 20 million barrels 
of domestically produced residual, this would leave New England with 
23 million barrels, or 38 percent of the 1951 New England demand. 
The loss would be 62 percent. 

What would happen to the price of residual oil in New England 
under these circumstances‘ It is a fair estimate that it would rise 
from the present Boston price of $2.17 per barrel to upward of $3.50 

* barre 1, No one can tell the exact steps in price increase nor the 
imate pinnacle which would be attained. Anyone can tell that the 
rice would go up, and go up drastically. 

Assuming that New England could get its 60 million barrels at the 
artificially bloated price, the cost to New England industry could be 

newhere bet ween $70 million and $90 million. It may be presumed 
that willing voices would be found to remind the individual and corpo 
rate consumer of New England of the cause of their ensuing woes. 

Actually, of course, it is doubtful that New England would get its 
necessary supply or anything like it, because of the improbability of 
supplementation of foreign residual by domestic residual to the extent 
necessary. The specific effects of such short supply in New England 
will be detailed by our other witnesses. 

So much for the probable effects, in general, in New England, of 
the proposed law. 

The board of directors of the Independent Oil Men’s Association 
of New England is unanimously opposed to restriction of oil imports. 
The opposition is complete. It is not confined to objection to the spe- 
cific limitations in the Simpson bill. It extends to amendments pro- 
posed in the bill which would facilitate administrative imposition 
of restrictions on oil imports to New England. I cite sections 4, 6, 
and 14 of the bill. 

We are opposed to any formula, legislative or otherwise, which 
would deny to New England consumers or New England industry 
the American opportunity to purchase on a free market at a fair 
price the petroleum products necessary to their welfare. 

I have here, gentlemen, some 3,300 signatures of New Englanders 
on petitions which we have distributed. Actually, I believe the 
last count is 3,588. If I may, I would like to suggest that the com- 
mittee regard them as as a sampling of public opinion. They are the 
result of one mailing and perhaps 40 phone calls around Boston. 
If the committee wishes to consider my judgment in the matter, I 
would say these signatures are a clear indication that passage of the 
Simpson bill and resultant oil- import limitations could raise a public 
clamor of unpleasant proportions. 

May I conclude by reciting the language of the petition. That 
language reflects our consciousness of the tremendous burdens under 
which the committee labors, and I should like to address that Jan- 
guage to the committee, even as we have addressed it to our own New 
Englanders in the House and Senate: 

We the undersigned citizens are anxious about the attempts to get Congress 


to restrict oil imports, particularly the so-called Simpson bill (House bill No. 
4294). 
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We are told, and we believe, that we would be hurt as citizens, as consumers, 
and in our business or employment, by ary such law. We are afraid that New 
England jobs and New England business would be badly hurt because we have 
to have imports to get enough oil and get it at reasonable prices. We think 
that we in New England pay our own way and have a right to a free market. 
We do not believe that you wish to see New England, or any of its States, 
pushed around. 

We therefore respectfully request that you give earnest consideration to 
President Eisenhower's request for renewal as is of the present law governing oil 
imports. We are confident that you will fight to the utmost to protect the in- 
separable interests of New England and the Nation. 


To this, Mr. Chairman, I would like to add for the record that I 
have received today a letter from the Eaton Paper Corp. 

The Cuarrman. Without objection, it is so ordered. You may in- 
clude it as part of the record. 

(The letter and petition referred to follow :) 


EATON PAPER CorpP., 
Pittsfield, Mass., May 12, 1958. 
Or MEN’s ASSOCIATION OF NEW ENGLAND, INC., 
Boston, Mass. 

GENTLEMEN: We received today a letter and other explanatory information 
concerning United States House bill No. 4294 from the T. A. D. Jones Co. of 
New Haven from whom we buy bunker C oil. 

Enclosed you will find a printed statement signed by the officers and executive 
committee of the Eaton Paper Corp., all of whom subscribe to the objection to 
the Simpson bill and request that our objection be passed along to our United 
States Senators and Congressmen. 

Very truly yours, 
Baton PAPER Cokrp., 
L. K. FY Ler., 
Factory Engineer. 
To our Senators and Representatives in Congress From Connecticut: 

We, the undersigned citizens, are anxious about the attempts to get Congress 
to restrict cil imports, particularly the so-called Simpson bill (House bill No. 
4294). 

We are told, and we believe, that we would be hurt as citizens, as consumers, 
and in our business or employment, by any such law. We are afraid that New 
HPngland jobs and New England business would be badly hurt because we have to 
have imports to get enough oil and get it at reasonable prices. We think that 
we in New England pay our own way and have a right to a free market. We do 
not believe that you wish to see New England, or any of its States, pushed around. 

We, therefore, respectfully request that you give earnest consideration to 
President Eisenhower's request for renewal as is of the present law governing 
oil imports. We are confident that you will fight to the utmost to protect the 
inseparable interests of New England and the Nation. 

Harry ©. Dutton, 777 West Street, Pittsfield, Mass.; L. G. Morris, 
29 Waverly Street, Pittsfield, Mass.; L. K. Fyler, 24 Lexington 
Parkway, Pittsfield, Mass.; L. A. Stokes, 40 Concord Parkway, 
Pittsfield, Mass.; George P. Clayton, 215 Tower Avenue, Pittsfield, 
Mass.; Henry O. Hawley, 25 Roselyn Drive, Pittsfield, Mass. ; 
W. Falconer Durbank, 485 Williams Street, Pittsfield, Mass. ; 
James C. Gruit, 295 Holmes Road, Pittsfield, Mass. 


Mr. Sutuivan. That concludes my statement, Mr. Chairman. 

The CHarrman. We thank you for your very fine statement with 
reference to your views on this matter. 

Are there any questions? Mr. Goodwin will inquire. 

Mr. Goopwrin. Mr. Sullivan, you have very modestly said in the 
first part of your statement that you do not claim to be an expert with 
the ability to discuss all the intricacies of the question of foreign trade. 
You do, however, I notice, put forward very explicitly, very convinc- 
ingly, the situation of New England from the practical standpoint. 
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We do, I think you will agree, Mr. Sullivan, know in Massachusetts 
all about what can happen when you have a fuel shortage. I assume 
that what you and those for whom you speak want to prevent is an- 
other fuel shortage. 

Mr. Sutxtvan. I compliment you, sir, on your statement. 

Mr. Goopwin. I compliment you, sir, on your statement. 

Mr. Sutzivan. Thank you, sir. 

The Cuarmman. Are there any other questions? If not, we thank 
you, sir, for your appearance and the information you have given to 
the committee. 

Mr. Suuiivan. Thank you. 

The CHarrman. The next witness is Mr. John P. Birmingham, 
president of the White Fuel Corp., South Boston, Mass. 

Mr. Birmingham, we are glad to see you here. If you will give your 
name and the capacity in which you appear, for the record, we will 
be very glad to hear you. 


STATEMENT OF JOHN P. BIRMINGHAM, PRESIDENT OF THE WHITE 
FUEL CORP., SOUTH BOSTON, MASS. 


Mr. Birmincuam. My name is John P. Birmingham, president of 
the White Fuel Corp. of Boston. 

The White Fuel Corp., located on Boston Harbor, is a terminal 
operator and distributor of fuel oils to consumers located in Massa- 
chusetts, New Hampshire, and Vermont. By “consumers,” 1 mean 
public utilities; food processing and freezer plants; hospitals; mili- 
tary installations; paper mills; sugar refineries; and textile, leather, 
tanning, chemical, electronics, and machine tool plants; as well as 
Federal housing, city and State public buildings, stores, theaters, 
office buildings, apartment houses, and churches. By World War II 
standards, over 90 percent of the residual oil supplied by us is 
consumed by users essential to the defense economy. 

My company has been a prominent marketer of light and heavy 
fuel cils in the Boston area since 1934. We operate a multi-million 
dollar deepwater terminal, having a fuel-oil storage capacity of 65 
million gallons. We purchase in cargo lots, store, and distribute 
from this terminal approximately 475 million gallons of light and 
heavy fuel oils. Approximately 250 million gallons of this total is 
residual fuel oil—all of which is imported from the Caribbean area 
because we are unable to purchase our residual requirements from 
domestic sources. The basic purchase price is the same whether the 
origin of the product is domestic or foreign. Therefore, with my 
company it is not a question of economics, but purely one of obtain- 
ing sufficient supplies to meet the demand of our customers. On the 
other hand, we purchase approximately 225 million gallons of kero- 
sene and light fuel oils from the United States gulf because domestic 
sources are able to supply the demand for these products. 

If residual imports were restricted as proposed by the Simpson 
bill, and the remaining domestic supplies were doled out on a historic 
basis, the thousand or more consumers spread over 3 New England 
States depending on my company would have 95 percent of their 
supplies cut off. This compares with an average reduction of 75 per- 
cent in availability of total residual supplies to all oil companies oper- 
ating in the port of Boston. 
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The object of this proposed legislation, obviously, is to force the 
majority of residual fuel oil consumers in New England to convert to 
bituminous coal. Only a comparatively few fuel-oil consumers are 
equipped to burn coal. The conversion costs of the others could well 
run into millions of dollars. Let us take one sizable consumer of oil 
in this area, namely, the Boston Housing Authority, which has had 
some real experience with complete dependence on its requirements 
being furnished by domestic production. In the 1947-48 period, New 
England experienced colder-than-normal temperatures. This was at 
a time when imports of residual oil into New England were relatively 
small and New England depended pretty much on domestic supply. 
As the temperatures dropped, it became increasingly clear that do 
mestic sources could not supply New England’s needs and a serious 
shortage resulted. The Boston Housing Authority was then housing 
approximately 30,000 people, principally GI's and their families, and 
all of their locations, with one exception, were designed to burn oil 
exclusively. 

The authority’s traditional supplier notified the housing officials 
that, due to advancement in domestic refinery techniques, residual 
production would be drastically reduced, and therefore they would be 
unable to continue supplying residual fuel oil to the housing projects. 

The authority was unable to obtain residual supplies from any other 
oil company in Boston Harbor, and was forced to use light heating 
oil, paying a premium of about 80 cents per barrel. The conversion 
of plants to permit the use of coal was rejected due to the several 
hundred thousand dollars capital outlay involved. Finally, through 
the influence of Congressman McCormack and Senator Saltonstall, 
the Maritime Commission arranged to obtain a tanker voyage, and 
other arrangements were made to procure domestic residual oil to 
load on the tanker at a United States gulf port, but at a relatively 
high price on the spot market. 

it is obvious from the record that the capital oulay for conversion 
of the oil-burning equipment of the housing authority to permit the 
burning of coal would have been only the beginning. 

Responding to the economics of supply and demand, the posted tank 
car price for No. 6 fuel oil in Boston Harbor jumped from $1,965 per 
barrel in early February 1947 to $3.295 per barrel in early February 
1948, a rise of 70 percent, or $1.33 per barrel. While I recall no coal 
shortage during this same period, it is interesting to note that the 
posted price for bituminous coal on cars at Boston jumped $3 per ton. 

With this experience as a guide, it seems obvious that with the more 
drastic shortage of residual supplies which would be artificially cre- 
ated by the provisions of the Simpson bill, the thousands of consumers 
of New Enland would be faced with much the same problem that con- 
fronted the Boston Housing Authority in 1947-48. 

Much has been said about cheap foreign oil flooding the east coast. 
The inference is that imported oil has had the effect of depressing the 
price of the domestic market for residual oils. The fact is that the 
average tankcar price of No. 6 fuel oil in Boston Harbor for the cal- 
endar year of 1952 is the same (within 1 cent per barrel) as the av- 
erage price that prevailed in 1946, 6 years ago. On the other hand, 
during this same 6-year period the posted price of bituminous coal 
on cars in Boston increased from $9.59 to $11.76, an increase of $2.17 
per ton, the equivalent of 50 cents per barrel on oil. 
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I would like to say, in conclusion, that whereas 27 other States 
produce oil and 29 other States produce coal, New England does not 
enjoy the advantages of close proximity to fuel sources and cheap laid- 
down fuel costs, but as a result of its geographical location, besides 
having some of the coldest winters to cope with, is farther from the 
basic fuel sources than any other section of the country. We in New 
England have learned the hard way that domestic-oil production 
cannot supply our residual oil needs. We are also convinced that 
if imports of residual oil are restricted in accordince with the pro- 
visions of the Simpson bill, that the price of domestic residual oil and 
bituminous coal will skyrocket. We saw oil advance $1.33 a barrel 
and coal price rise $3 a ton in 1947-48 when the oil shortage was rela- 
tively mild compared to what will happen if the proposed legislation 
restricting imports is enacted. 

I respectfully suggest that in the best interests of New England and 
the Nation, the provisions of the Simpson bill which would restrict 
mports of crude and residual oil and eliminate the present dis- 
cretionary powers of the President on recommendations of the Tariff 
Commission should be reported out unfavorably by your committee. 

I wish to take this opportunity to thank the committee for giving 
me the opportunity to appear before you and be heard on this pro- 
posed legisaltion which, if enacted, would strike a mortal blow at 
hundreds of businesses in New England. 

The Cuarrman. Mr. Birmingham, does that conclude your state 
ment ¢ 

Mr. Brrmincuam. It does, sir. 

The CHatrMan,. I wish to thank you, sir, in behalf of the commit- 
tee, for your appearance here and the fine presentation you have made. 

Are there any questions? Mr. Goodwin will inquire. 

Mr. Goopwin. Mr. Birmingham, do you agree with Mr. Sullivan’s 
estimate that the cost to New England of this proposal might run 
between $70 million and $90 million ? 

Mr. BrruincuaM. I think that is conservative. The $1.33 a barrel 
jump in 1947 and 1948 applied to the present consumption of oil in 
New England would be over $70 million, and that was a relatively mild 
shortage, certainly not a 62 percent cut like the Simpson bill antici- 
pates. 

Mr. Goopwin. I wanted to inquire of you, because it has come to 
my attention that some analysis has been made which seemed to me to 
be pretty well authenticated, estimating loss to Massachsetts alone at 
$70 million. 

Thank you. 

The Cuarreman. Mr. Sadlak will inquire. 

Mr. Saptak. Mr. Birmingham, on the first page of your statement, 
n the second paragraph, the third sentence, you say: 

Approximately 250 million gallons of this total is residual fuel oil—all of which 
is imported from the Caribbean area because we are unable to purchase our 
residual requirements from domestic sources. 

Can you advance any reason as to why you are unable to obtain 
that here from domestic sources ? 

Mr. Brrmincuam. Because the domestic sources do not produce 
enough residual oil to supply this country. 

Mr. Sapiak. That was the contention of Senator Kennedy who 
preceded you here earlier today, Mr. Birmingham, and I wondered 
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if you, a man who is definitely in this business, would either confirm 
that or disagree, giving us your own opinion, 

Mr. BrewincuaM. Every new refinery that goes up today tries to 
make a minimum amount of this residual oil. Some years ago, maybe 
7 or 8 years ago or 10 years ago, the average yield per barrel, of re- 
sidual oil, was something like 27 percent nationally. Today it is 17 
percent. As each new refinery goes up, some of these new refineries 
will make as little as 5 percent, the whole average keeps coming down. 
Eventu: any it will be down to 10 or 12 percent. 

Mr. Sapiak. So, as the fenkatle residual supply available dimin 
ishes, then we in New England, you and I in New England, must 
necessarily find that supply from some other source ¢ 

Mr. Breminenam. That is correct. We would be glad to purchase 
residual oil in this country if the domestic producers would make it, 
but they do not make it in sufficient supply. There is no economi: 
advantage in our buying in the Caribbean area if we can procure it 
locally, but we cannot procure those quantities of oil locally. 

Mr. Sapiak. Thank you for that observation. 

That is all, Mr. Chairman. 

The Cuairman. We thank you, sir, for your appearance. 

The next witness is Mr. John J. Gill, president, Petroleum Heat & 
Power Co., of Providence, R. I. 

If you will please give your name to the reporter, and the capacity 
in Which you appear, we will be very glad to hear you, Mr. Gill. 


STATEMENT OF JOHN J. GILL, PRESIDENT, PETROLEUM HEAT & 
POWER CO. OF RHODE ISLAND, PROVIDENCE, R. I. 


Mr. Girt. Mr. Chairman and gentlemen of the committee, my name 
is John J. Gill, president of the Petroleum Heat & Power Co. of 
Rhode Island. I have been in the marketing end of the oil business 
for approximately 28 years. My activities in this business have been 
confined to the distribution of industrial and domestic fuel oil and 
oil-burning equipment. 

I am here today before your committee as a representative of the 
Independent Oil Men of Rhode Island. Also, Mr. Chairman, I have 
a letter which I received since I arrived in Washington, from the 
Providence Chamber of Commerce, authorizing me to appear here 
for them. 

The CuamrMan. Would you like to insert that ! 

Mr. Gitu. I would like to insert that. 

The Cuarrman. Without objection, it is so ordered. 

(The letter referred to follows:) 

THE PROVIDENCE CHAMBER OF COMMERCE, 
Providence, R.I., May 12, 1953. 


JOHN J. GILL, 
Washington, D. C. 
Dear Joun: This letter will authorize you to represent the Providence Cham 
ber at the hearing on the Simpson bill which will be held on Thursday; May 14. 
The executive committee of the Providence Chamber have voted unanimously 
to oppose the Simpson bill. They feel that it is against the interest of New Eng- 
land business and that it also is contrary to the national interest which is now 
expressed in terms of “trade, not aid.”” We cannot expect other countries to pur 
chase our products unless we are willing to purchase from them. Moreover, New 
England, including Rhode Island, has a business interest in the importation of 
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esidual oil from Venezuela. This oil is used in buildings and factories and helps 
) supply our winter and year-round use and also tends to keep our oil costs lower 
han would be the case if this imported oil were restricted in quantity. 

This all adds up to the fact that the Simpson bill represents class or selfish 
egislation as against the national and New England interest. 

Yours very sincerely, 
PAUL R.,LApp, General Manager. 

Mr. Git. Thank you, sir. There is one paragraph I would like to 
read. 

The Cuarrman. You certainly may. 

Mr. Guu (reading) : 

The executive committee of the Providence Chamber have voted unanimously 

) oppose the Simpson bill. They feel that it is against the interest of New Eng- 
and business and that it also is contrary to the national interest which is now 
expressed in terms of “trade, not aid.” We cannot expect other countries to 
urchase our products unless we are willing to purchase from them. Moreover, 
New England, including Rhode Island, has a business interest in the importation 
f residual oil from Venezuela. This oil is used in buildings and factories and 
elps to supply our winter and year-round use and also tends to keep our oil costs 

wer than would be the case if this imported oil were restricted in quantity. 

Mr. Foranp. Mr. Gill, were you not a member of the Governor's 
ommittee handling the fuel difficulties that we, in Rhode Island, 
experienced a few years ago? 

Mr. Gini. Yes, sir; 1 was. 

Mr. Foranp. I wanted that to show in the record. I knew that, but 
| wanted you to say it for the record. 

Mr. Gill, Mr. Chairman, has had a very, very excellent background 
n the fuel picture in Rhode Island, and has been of invaluable help 
to the Governor and all of us up there. 

The CHamrMan. We appreciate having him before us. 

Mr. Guu. Thank you. 

I am here to oppose passage of House Resolution 4294 sponsored 
by Mr. Simpson, one of your distinguished colleagues. I have no pro- 
found knowledge of the merits of the reciprocal trade agreements as 
they affect our international policy, and do not intend to dwell on that 
phase of your deliberations, other than to suggest this thought which 
you have heard many times before, no doubt, and which is quite basic 
ind fundamental. 

The various foreign producing countries, from whom we obtain 
this oil and pay our dollars in return, are certainly in a better position 
to reciprocate and buy our finished goods than they would be if they 
had not sold some oil to us in the first place. This is one of the things I 
learned in my high-school course in economics, 

The features of this piece of legislation that is most puzzling to we 
Rhode Islanders is the apparent intent to deny us a sufficient supply 
of residual oil, or what is commonly called bunker oil, to operate our 
factories, office buildings, schools, churches, hospitals, various charit- 
able institutions, city and State buildings and institutions, and public 
utility powerplants. 

This statement is made with no attempt to specifically produce 
evidence that we will be short a million or 5 million barrels in our 
State, because of the complexities of the overall supply problem. 
The bill does limit the import of residual oil to 5 percent of the total 
domestic demand in the corresponding quarter of the previous year, 
as established by the Bureau of Mines. 
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Our question is: How much of the available residual—5 percent im- 
port plus domestic production—will be avilable to us to keep our 
economy on an even keel? Can we adopt the intemperate position of 
wanting a greater portion of the domestic supply—percentagewise— 
than our sister States will get who would be affected as badly as we 
are in this regard ¢ 

The percentage of imported and domestic residual will very per 
centagewise at the different ports of entry along the east coast. I 
do not believe you can take today’s figures covering imported and do- 
mestic residual and use them for figuring how much will be available 
for future use. Providence, as of today, could have 60 percent. do- 
mestic and 40 percent foreign and Fall River could have 60 percent 
foreign and 40 percent domestic—but if imports were restricted as 
suggested, it is fair to assume that the domestic oil available in the 
future would be adjusted so as to distribute it equitably between the 
different sections of the east coast. 

Ten or fifteen years ago, I heard one of the leading oilmen of the 
country inform an audience in Providence that the day would come 
when very little residual oil would be available for domestic com 
sumption, due to the technological progress in the refining industry. 
He said that the trend would be to extract a greater percentage 
of the lighter products from the crude, thereby leaving a much smaller 
percentage of residual. ‘This forecast is coming nearer and neare! 
year by year, and I am informed that the percentage of residual 
from a barrel of crude has dropped from 29 to 18 percent over a period 
of a few short years, as time is counted. 

T he creation of a shortage of residual oil from domestic sources due 
to American ingenuity and progress, and a fictitious shortage of im 
ported residual by edict, would certainly work a hardship on a large 
section of our country and on Rhode Island in particular. 

The economy of our State is geared to our industrial activities. 
When our textile and jewelry plants, plus our other diversified indus- 
tries, are sick and struggling for survival, our people are seriously 
— out of work, short hours per week or no hours at all. We 

‘cannot afford to be handicapped by higher costs and still compete with 
ihe ‘r sections of the country who are blessed with cheap coal, oil, and 
natural gas. We cannot afford the capital investment required to con 
vert to other types of automatic iring of other fuels. Such a forced 
conversion program would require the outlay of millions of dollars. 
In the e ty of Providence, at least, hand firing of bituminous coal is 
forbidden | va smoke-abatement and sir-pollution ordinance. 

If this shortage of residual oil is created, it is an economic certainty 
that the small quantity that will be avaitah le for domestic consump- 
tion will be in such demand that a price rise is sure—and at that time, 
you can look for a price rise in other types of fuel. The law of supply 
and demand will certainly catch up with us. Everyone that cannot 
convert to some other fuel will be bidding for the small amount of 
residual oil that will be available. This is not a fairy tale. Refer 
back to the shortage period of 1947-48 and take a look at the market. 
The price at that time ranged from approximately 50 percent to 
almost 100 percent above today’s prices, It some cases, prices were 
even higher. To be perfec thy fair about it, however, some of this price 
fluctuation was caused by ship charter rates but, basically, the oil 
shortage was the cause. 
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I am attaching charts showing the cost increase to the various seg- 
ments of our economy—factories, churches, hospitals, and Govern- 
ment buildings, in a series of 10-cent factors. I do not intend to read 
the charts, Mr. Chairman. They are attached to the document. 

Mr. Foranp. I ask unanimous consent that they be printed as part 
of his statement. 

The Cuarmman. They are just charts or tables? 

Mr. Foranp. Yes. 

The CHairMan. Without objection, it is so ordered. 

(The charts referred to follow :) 


CHART A.—EFFECT OF INCREASE OF BUNKER OIL PRICE ON STATE BUSINESS 


The State of Rhode Island now purchases No. 6 fuel oil for 11 different loca- 
tions, including the central heating plant at Howard, the central heating plant 
at Wallum Lake and at Exeter School. 

With the other locations which are using No. 6 oil, the State of Rhode Island 
buys approximately 200,350 barrels of bunker oil per year. The following is a 
chart showing the effect of increase in price on this amount of fuel oil. 


If bunker oil is increased lhe increase | -rotal billing 
would be 

$0.10 per barrel... $9). O35 $480, 344 
$0.20 per barrel 40), O70 500, 378 
$0.30 per barrel 60, 105 | 520, 414 
$0.40 per barrel 80, 146 549. 449 
$0.50 per barrel 100. 175 AGO. 484 
$0.60 per barrel 120, 210 580. 519 
$0.70 per barrel 140, 245 | 60 ), 554 
$0.80 per barrel 160, 280 62), 589 
$0.90 per barrel 180. 315 640, 624 
$1.00 per barrel 200, 350 660, 659 


CHART B.—-EFFECT OF INCREASE IN BUNKER OIL PRICE ON GENERAL STATEWIDE 
BUSINESS 


In the State of Rhode Island, during the course of a 12-month period, approxi- 
mately 8,500,000 barrels of bunker oil is marketed. This goes to the State of 
Rhode Island, churches, and charitable institutions, utilities, etc. We show 
below the effect an increase would have on business in Rhode Island. 


| The increase 


If bunker oil is increased— Total billing 


would be 
$0.10 per barrel $850, 000 $19, 890, 000 
$0.20 per b rrel 1, 700, 000 21, 590, 000 
$0.30 per barrel. 2. 550, 000 22, 440, 000 
$0.40 per barrel 3. 400, 000 23, £90, 000 
$0.50 per barrel 4, 250, 000 24, 140, 000 
$0.60 per means 5, 100, 000 24 = 000 
$0.70 per barrel | 5. 950. 000 25. 840, 000 
4 80 per nosh a 6 800 = 26 = 000 
$0.90 ner barrel... | 7. 650, 000 97. 540, 000 
$1.00 per barrel. - g 8, 500, 000 28, 390, 000 


CHART C.—BHFFECT OF INCREASE IN BUNKER OIL PRICE ON PROVIDENCE MUNICIPAL 
BUSINESS 


In the city of Providence there are 10 locations where bunker oil is used. 
These include the city hall, the police and fire building, the two swimming 
pools, Chapin Hospital, the water department, and others. The housing au- 
thority in the city of Providence has six locations where heavy oil is used. We 
show below the substantial effect an increase in price would have on the city 
f Providence, using approximately 78,200 barrels per year. 


82604 53 89 
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The increase 


If bunker oil is increased wontid te 


Total billing 


$0.10 per $7, 820 $190, 808 
$0.20 pe ) 15, 640 198, 628 
$0.30 per barr 23, 460 206, 448 
$0.40 pr 31, 280 214, 268 
$).50 per barre 39. 100 222 
$0.60 per rel 46, 920 

$0.70 per be ] 53, 740 

I ; 

$0.80 per rre] 62, 560 

$0.90 per barr: 70, 380 

$1 per barrel 78, 200 


CHART D.—ErFFrect oF INCREASE LIN BUNKER OIL PRICE ON CHARITABLE INSTITUTIONS 


Scattered throughout the State of Rhode Iskand there are over 40 charitable 
institutions which use bunker oil in their heating plants. Such institutions as 
the Bradley Home, Home for Aged Women, L’Hospice de St. Antoine, St. Eliza- 
beth’s Home, St. Vincent de Paul Orphan Asylum, and many others. While we 
list below an oil-consumption figure which represents only a part of the sum total 
it, nevertheless, will show what a serious situation the increase in price would 
bring about in these charitable institutions 


i The increase 


If bunker oil is increase« would be 


Potal billing 


$0.10 per barrel $6, 235 $152, 134 
$0.20 per barrel 12, 470 158, 369 
$0.30 per barrel 18, 705 164. 604 
$0.40 per barrel 24, 940 170. 839 
$0.50 per barrel 31, 175 177. 074 
$0.60 per barrel 37, 410 183, 309 
$0.70 per barrel 3, 645 189, 544 
$0.80 per barrel , 880 195, 779 
$0.90 per barrel 56, 115 202. 014 
31.00 per barrel 62, 350 208, 249 


Cuart E.—EFrect oF INCREASE IN BUNKER OIL PRICE ON SCHOOLS AND COLLEGES 


Many of the larger schools are heated with bunker oil. The new high school in 
East Providence, the new schools in Warwick and the new schools in Cransto! 
are all heated by heavy oil. There are 5 schools in Pawtucket and 8 schools in 
Providence, and 2 in Woonsocket which are heated with this grade of oil. Both 
Providence College and Brown University use this type of fuel. In total about 
90,000 barrels of bunker oil are used in our educational institutions. We list 
below the impact the increase would have. 


cer oi ines , The increase | ». ,. ; 
If bunker oil is increased sissy tm otal billing 


$0.10 pr $9, 239, 600 
248, 600 


257, 600 


$0.20 pe 
$0.30 pe 


$0.50 pe 275, 600 
$0.60 pe 284, 600 
$0.70 per : a 293, 600 
$0.80 per bart 72, 302, 600 
$0.90 per barrel ° 311, 600 
1 per barrel ‘ : 320, 600 


T 
I 
7 
$0.40 per barr 36, 266, 600 
I 
r 


Mr. Gri. If the increase reached $1 per barrel, the increased cost 
to us would be about $8,500,000 for fuel. Would this increase cost 
affect only our local residents? Certainly not. Anyone who did busi- 
ness with Rhode Island industry—if there was any left—would have 
to pay a higher price for whatever he bought. 
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At this time I would like to highlight a few specific cases of the 
effect of such an increase as $1 per barrel for residual oil on Rhode 
land economy. 

Everyone realizes the importance of our local State government’s 

aan to take care of the mentally sick, physic ally sick, and 

forth, people of the respective States. Do you realize what $200,000 
creased fuel cost would do to our State budget ? 

2. City of Providence already has voted an increase of $3 per thou- 
ind in the tax rate. Where would the $78,000 in additional fuel cost 
ome from ¢ 

3. It is indicated from just a partial analysis of the charitable in- 
titutions in our State that their fuel bill would be increased approxi- 

ately $62,000. Who would contribute this additional sum? 

t. Providence College and Brown University, who, to a large ex- 
ent, depend on endowment money to keep on the right side of the 
fence, financially speaking; would be hit with an additional cost for 
fuel of approximately $50,000, Endowments, as you know, are not as 
i veadils available today as they formerly were, so we ask, Where would 
this additional money come from ¢ 

Due to this shortage that we think would be created, and due to the 
almost certain increase in cost of all types of fuel, it is our firm belief 

hat the living costs in all necessities of life would spiral in direct 
proportion to ‘the increased cost of fuel and power. Increased costs 
of oil, coal and natural gas would demand increased cost in electric 
power, domestic gas for cooking and heating, food processing, textile 
plants of all kinds, dyeing and finishing plants, and last but by no 

eans least, cost of munic ipal, State and Federal Government opera- 
tions. It is inconceivable to me that the Congress of the United 
States would consider favorably legislation such as this. 

It is not our intention to engage in any sectional or factional wrangle, 
ind we would like to believe that no thoughts of this kind are in- 
vr in this piece of legislation—but it is rather hard to reconcile 

: principles that apparently underline this fight with the best in- 
te restnad our country asa whole. If it is the intention to make people 
burn other kinds of fuel by law, please allow me to give you a little 
history of my experience in this regard. 

During World War II, I was a member of the Governor’s Fuel 
Commission for our State. In line with National Government policy, 
we were responsible for converting a large percentage of oil-burning 
nstallations to coal. Hundreds of thousands of dollars were spent 
nstalling automatic coal equipment. I would like to inject, Mr. 

hairman, that one company alone spent $41,000 to convert from oil 
to coal, and the result will follow. My own company lost about 75 
percent of its industrial oil business. We accepted this result with 
patriotic understanding as necessary in time of war and reconciled 
ourselves to the loss of this business for years to come and perhaps 
forever. We of the fuel commission did everything in our power to 
arrange adequate coal supplies for our own oil customers and, like- 
vise, did everything we could do to secure sufficient oil for those who 
ould not convert to coal. 

I regret to say that those who were selling this competitive auto 
inatic equipment did not acquil themselves with too much glory, cus- 
tomers had to get service from outside our State, jobs were shut down ; 
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and altogether, results were not too creditable. Believe it or not, every 
job we lost through conversion to a competitive fuel requested imme- 
diate reinstallation of their oi!-burning equipment within 90 days from 
V-J Day. 

Apparently fuel oil was necessary to keep these industries in a com 
petitive position in our complex industrial economy of today. 

Let’s take a look at the physical structure of many of the plants, 
office buildings, public institutions, and so forth. 

1. A great many of them have no space in which to store coal; they 
were built to burn oil and their storage facilities are underground 
outside these buildings. 

Rent-paying space in buildings where available would have to 
be sacrificed and turned into coal bunkers. 

3. In manpower shortage areas, where would the men be recruited 
to handle some other fuel and the ash residue after it was burned ? 

The decreased efficiency of other fuels would increase costs sub- 
stantially, regardless of the base cost of the fuel involved. All in all, 
itisnota pretty picture to be faced with. 

Gentlemen, if a Congressman, Senator, or businessman from Penn- 
sylvania, West Virginia, or any other coal] . vredltie ing State, would like 
to see everyone burn more coal, I, for one, certainly would admire him 
for his local pride, for his interest in his home State economy, but | 
refuse to believe that he would want something that would be good 
from a purely local vie wpoint and bad for the country as a whole. 

Don’t allow yourselves to be misled into believing that our residual 
oil users are the cause of the troubles of any other fuel industry in 
other parts of the country. 

If you were faced with this kind of a critical economic crisis in your 
particular section of the country, would you stand idly by and allow 
your industrial structure to be sacrificed on the altar of political exp 
diency, or would you try honestly and sincerely to present a truthful 
picture of devastation and ruin? 

Gentlemen, we are fighting for our economic salvation. Millions of 
men and women just like you and me are looking to us to carry their 
fight. It is not our fight alone. ‘This is not sectionalism—this is na- 
tionalism. You have a big stake in this issue, and we feel confident 
that our case is in good hands, your hands, gentlemen. 

My sincere thanks go to you for the privilege of being here today 
to present our case. My presentation probably has not been too 
brilliant, but it has been sincere. 

Mr. Goopwin (presiding). Thank you very much for your presen 
tation, Mr. Gill. 

Mr. Foranp, I want to compliment Mr. Gill for his presentation. 
What he has told the committee here is something I know presonally 
to be a fact. We, in Rhode Island, have experienced some terrible 
times as a result of fuel shortage, and Mr. Gill and his commission 
did everything that could possibly be done to relieve the situation. 
‘The facts that he has presented here tell us graphically exactly what 
it was. 

My compliments to y¢ 

Mr. Gitt. You know, Mr. Congressman, we had even to stop the 
public utility plants from burning oil up there, and make them go to 
coal, during this 1947-48 shortage, so that we could supply the oil 
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that they had in their tanks—took it away from them, gave it to the 
industries to keep the industries going. 

Mr. Foranp. | know also that some of the industries had to shut 
down at various times, and department stores were closed on various 
di Lys. 

Mr. Guu. That is correct, sir. 

Mr. Goopvwin. Thank you again. 

Mr. Martin J. Ryan, of Bridgeport, Conn., is recognized as the 

ext witness. Will you be good enough to identify yourself to the 
reporter, Mr. Ryan, and then proceed with your statement ? 


STATEMENT OF MARTIN J. RYAN, PRESIDENT OF BUCKLEY BROS., 
INC., BRIDGEPORT, CONN. 


Mr. Ryan. My name is Martin J. Ryan. I am president of Buck- 
ley Bros., Ince., Bridgeport, Conn. 

We are a locally owned and operated independent oil company. 
We have been m: arketers of petrole um produc ts fora per iod of about 
26 years. We distribute these products in an area covering about one- 
third of the State of Connecticut. 

[ have been asked by the jobbers of the State to re present the m here. 
There are four jobbe rs and a half-dozen subjobbe rs in the State, all of 
whom are independent oil men. 

Further, I have been asked by innumerable fuel oil consumers to rep- 
resent them here. Weare opposed to this bill because it is an attempt 
to do by legislation what a backward coal industry has been unable to 
do for itself. Connecticut is neither a coal or oil producing State. 
Therefore, I have no basic or congenital prejudices. 

[ am not familiar with any phase of this bill except the restriction 
that would be placed on the importation of residual fuel oil. We were 
practically forced into the fuel oil business by the consumers in our 
section of Connecticut. When we sought to obtain a sup yply of domes- 
tic residual oil from the major oil refiners in the E ast, we were in- 
formed that there was insufficient domestic supply to meet the normal 
demand. We were forced to obtain our supply from a foreign source ; 
namely, out of the Caribbean from Venezuelan crude. We were fur- 
ther informed that the yield of domestic residual oil was constantly 
bei Ing reduced, percents iwewise, and that at no time in the foreseeab le 
future would domestic supplies be available. 

Therefore, we were forced to import all of our residual fuel oil. 
One hundred percent of residual fuel consumed in our area is im- 
ported; about 80 percent for Connecticut. The elimination of this 
essential, competitive fuel by law, will create not only hardship but 
the highest prices this country has ever seen for coal. I have been 
so informed by coal men. 

The condition that exists today on the importation of residual fuel 
is not a new one. People have been burning this stuff these many 
years. We, in the State of Connecticut, cannot comprehend why at 
this late date, the coal industry Smet? has become suddenly 
aware of this. 

Connecticut is a manufacturing State. In the Bridgeport district 
there are 637 factories; in the State of C onnecticut there are 4,177 fac- 
tories. There are not more than 2 or 3 of these factories in the whole 
State that could qualify as big industry. However, the volume of 
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goods manufactured by them last year amounted to $5,800 millio: 
In Connecticut and New England, there are tens of thousands of thes: 
small factories and most of them burn residual fuel oil. Our mai 
ufacturers, I believe. like high tariffs. They don’t like the dumping o 
foreign goods in this country when there are plenty of these com 
modities of American manufacture. They cannot understand w] 
residual fuel is to be restricted when there is no domestic supply avai! 
able. They do not like it, and they are vehemently opposed to t) 
Simpson bill. 

We are not interested in the battle of the giants—coal versus oi] 
Weare interested in the welfare of the consumers we serve. The large 
percentage of consumers in Connecticut, and I believe it is true along 
the eastern seaboard, are those who consume less than 10,000 barrels of 
oil per year. These are made up of thousands of small laundries 
dairies, bakeries, and small factories. These people refuse to buri 
coal. The laundries cannot afford to have coal piles outside their win 
dows to dirty up their clean shirts; nor can the bakeries permit coa! 
dust in their bread and pies; nor the dairies in their milk and cream 
You cannot give them coal at any price. 

We have town and city housing projects who burn fuel oil. Thess 
projects each house hundreds of families. Some of these are city and 
town housing projectse and some are Federal projects. None of these 
have standby equipment that can burn coal. This is true also of the 
small factories and all of the larger industries that we serve. In many 
cases it would be impossible to convert; and for those who can, it 
would cost. millions of dollars, which expense will have to be passed 
on in the form of increased cost to all of us. 

It should be recognized that the large percentage of these consumers 
have added onto their buildings since the war, and today they haven’t a 
square inch of room in which to store coal even if they selected coal as 
a fuel. Itis physically impossible to do so. Furthermore, the cost of 
converting many of these small businesses and factories would actually 
put them out of business. They simply do not have the finances to 
accomplish this. 

Let us look at what would be the position of the small-business man 
and the small-factory owner of which there are tens of thousands on 
the east coast. These fellows do not even rate the status of small 
business. These fellows are microscopic. Legislation of this kind will 
unquestionably put many of them out of business. These are the 
fellows who employ anywhere from 6 to 60 people. It seems to me 
that the millions of people who would be affected by such legislation 
should be the ones to be considered rather than a few thousand of those 
engaged in the coal industry. 

I have discussed this bill with several hundred people and of great 
interest to me, and it should be to you, is the attitude of the public 
utilities. The one public-utility man that I talked with informed me 
that under the public-utility regulations, they are required to burn the 
cheapest fuel to make power and light. If Congress makes it a law, 
he stated, then there is nothing they could do about the selection of 
fuel. They are permitted, under the regulation, to pass the additional 
cost on to the consumer. My comment was that if the Simpson bill 
should be approved and enacted into law, that tens of millions of people 
on the east coast will have pay more money for electric light and 
power. He agreed sadly that this was the case. Therefore, you are 
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going to reach into the pocketbooks of millions of wage earners in 
this area and take their money in order to support an outmoded and 
vackward industry. 

This bill, if passed, would remove entirely from this land of so-called 
free enterprise the right of selection of the fuel a consumer might wish 
to burn. It would be just as preposterous if legislation were to be 
passed forcing the people to eat fish when they wanted to eat meat; 
forcing them to wear woolen clothing if they desired to wear cotton 
seersucker suits; forcing them to live in a canvas tent if they preferred 
to live in a wooden house. It is unfortunate that the tens of millions 
of people who would be affected by this legislation cannot make them- 
selves heard. They are uninformed as to its implications, and if such 
legislation should be passed, the repercussions would be heard 
throughout the land. 

It is the first time in my experience, in a period when we are not 
engaged in a world war, that people in this country will be forced to 
consume a product with no logic behind it other than the iron fist of 
legislation. 

This bill seeks to keep a dying industry alive by killing off a healthy 
one. No American principle is ‘involved here—this bill robs the m: ny 
and fattens the few. 

This bill is un-American, arbitrary, dictatorial, and fantastic; and 
it should not be approved because it is contrary to the best interest and 
welfare of this country. 

Mr. Goopwin. Thank you very much, Mr. Ryan, for that statement. 
Your arguments certainly leave little doubt as to how you and those 
you represent stand on this bill. [Laughter. ] 

Mr. Ryan. That is right, sir. 

Mr. Goopwin. The gentleman from Connecticut, Mr. Sadlak, will 
inquire. 

Mr. Sapiak. Mr. Ryan, I am always delighted to see witnesses from 
the great Constitution State come before this committee. 

[ read your statement prior to leaving the committee to answer that 
quorum call. You have, of course, made a very vigorous statement. 

I think, however, for the record, you would want to correct what 
you have said on page 1, and then in your conclusion. On page 1 in 
the second paragraph you state: 

I am not familiar with any phase of this bill except the restriction that would 
be placed on the importation of residual fuel oil, 

Your concluding sentence states : 
This bill is un-American, arbitrary, dictatorial— 


and so on. 

I am sure you do not mean, for the record, that the entire provisions 
of the Simpson bill—— 

Mr. Ryan. You are correct, Congressman. This refers only to the 
residual fuel oil. I started out by so saying. 

Mr. Sapiak. I thought that was your contention, and I thought we 
had better have that cleared for the record. 

Mr. Ryan. I said “I am not familiar.” I could have said, “I am not 
qualified to discuss any other phase of the bill,” which I am not. 

Mr. Sapiax. I now am sure that your statement will be considered 
accordingly. 
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Mr. Ryan, I am reminded that during the earlier hearings we had 
here presented to us a case of the Bridgeport Hardware Co., which is 
manufacturing axes, and it was the only maker of the axes used by Boy 
Scouts. They may perhaps be customers of yours. I am mentioning 
this case because you may have knowledge about it. 

Mr. Ryan. They are. 

Mr. Sapiak. The witnesses for the company presented here an ax 
that was made in China, which is now being duplicated in Germany 
in every respect identical. The importation of those axes has not as 
yet started on a large scale. But should that transpire because of our 
reciprocal-trade agreements, there is a possibility that that customer 
of yours might be out of business. 

[ mention that in order that you might have knowledge of the 
situation that is developing with other industries in Connec ticut which 
presently are being harmed by the reciprocal trade agreements. 

Mr. Ryan. I am not sufficiently informed on the rec iprocal trade 
agreements, Congressman, but the stand of manufacturers in Con- 
necticut is not inconsistent. Their position is not inconsistent in 
being opposed to the residual fuel oil phase of this bill, for the — 
that they would gladly buy domestic supplies of residual fuel oil i 
they were available. They are not available. 

They feel that if they remove the right of selection of fuel, then 
they have to burn coal. As many of them state, they are trying to 
shove coal down our throat. That is their exact feeling. They are 
not in the least inconsistent. 

Mr. Saptak. That is a very significant observation. As I com- 
mented on the statement made by Mr. Birmingham previously, you 
and he and the others in New England are willing to buy the domestic 
residual, but it is unavailable. 

Mr. Ryan. It is unavailable today, and the refiners inform me 
that it will be unavailable as far as you can see into the future. 

My interest is not in the outward aspects of this. We are business- 
men. The consumer is our boss. If he wants to burn residual fuel 
oil, that is his right. If that residual fuel is not available domesti- 
eally, I maintain ‘and they maintain that he has every right to import 
or somebody import that oil, and he will consume it. 

I do not see how that right can be challenged. 

Mr. Sapiax. One concluding question, Mr. Ryan. You are here 
representing all of the jobbers i in the State of Connecticut ? 

Mr. Ryan. The residual fuel oil jobbers; yes, sir. 

Mr. Sapiax. Will they have other representatives come before this 
committee, or are you speaking for them here today ? 

Mr. Ryan. They have asked me to speak for them. 

Mr. Sapiaxk. So you are the only witness in behalf of all those job- 
bers in the State of Connecticut ? 

Mr. Ryan. That is correct, sir. 

Mr. Sapiak. Thank you very much. 

Mr. Goopwin. Thank you again, Mr. Ryan. 

Mr. Ryan. Thank you very much for the privilege of appearing 
here. 

Mr. Goopwrn. The committee will now hear Mr. Arnold Dubb. 

Will you first give the reporter the usual identifying data, and 
then proceed with your statement ? 
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STATEMENT OF ARNOLD DUBB, DIRECTOR AND VICE PRESIDENT, 
PORT PETROLEUM CORP., GREEN ISLAND, N. Y. 


Mr. Duss. My name is Arnold Dubb. I am director and vice presi- 
dent of the Port Petroleum Corp., Green Island, N. Y. 

In lieu of a prepared written statement, I would like to present my 
views to the committee orally, with your permission. 

Mr. Goopwrn. Yes, indeed. That is entirely agreeable to the com- 
mittee. 

Mr. Duss. I appreciate the courtesy extended to me by those who 
allowed me to precede them today, and I also appreciate the oppor- 
tunity of appearing before this committee in opposition to H. R. 
1294. 

= speak as a jobber in residual fuel oils, being versed only in market- 

g affairs to do with residual fuel oil. The facilities which our com- 
pany maintains for the receipt, storage, and distribution of residual 
oil represents a value presently of approximately $2 million. 

Our oil is marketed throughout upstate New York, Vermont, and 
eastern Massachusetts. Our company has the responsibility of serv- 
ing under contract for 1 or more years, civilian and defense indus- 
try, United States Government agencies, hospitals and institutions, 
chools and colleges, and municipal and State agencies, including 
Federal housing authorities. 

These categories represent over 90 percent of our volume of residual 
fuel oil. 

In the essential industry category are dairies, which include com- 
panies such as Bordens, Sealtest, Dairymens League, and the like, 
and other independent dairymen and food manufacturers. The 
General Electric Co. Essential paper and steel and lumber interests. 

Our Government contracts include serving the United States Vet- 
erans’ Administration Hospital at Albany, the United States Atomic 
Energy plants at Schenectady, the United States Army General De- 
pots at Schenectady and V oorheesville, N. Y., and the Watervliet Ar- 
senal, which I understand is 1 of 5 such arsenals in the country. 

Our company is supplied with residual fuel oil which emanates 
from the Caribbean area. When we were seeking supply when we 
wished to establish our residual fuel oil business, we found there was 
no supply available from domestic sources. We therefore contracted 
for a supply which would come from a foreign source. 

The firm supply that we offered the industrial and other firms in 
our area came as a welcome relief to them from the burdens which 
were imposed upon them by an erratic supply of coal and domestic- 
ally supplied fuel oil. 

During the past 3 years, our supply of fuel oil to them has been 
uninterrupted, and we have only been able to assure future supply 
to them through renewals of our supply contracts with our present 
oil suppliers from outside of the United States. 

We have attempted from time to time to supplement this supply 
with domestically supplied oil, but we have been unable to obtain it. 
It has been absolutely and clearly unobtainable when it was needed. 

We found that these supplementary supplies as demand grew were 
readily obtainable through importation. 

The conversion to oil that I have just spoken about was wrought 
by pure economies which resulted from increased burning efficiency, 
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the elimination of erratic coal supply; and that this is an established 
fact is the inherent testimony that many coal interests in our area have 
engaged in the sale of fuel oil to replace their falling coal tonnage. 

The railroads which operate in our area have voluntarily chosen 
to dieselize their own operations to the exclusion of coal. 

An extremely important Government installation in our area, I 
have just said, is the Watervliet Arsenal. The arsenal has recently 
changed to residual fuel oil from distillate oil and from coal, purely 
to increase their operating efficiency, to obtain uninterrupted supply, 
and to reduce their labor costs. That relative costs of coal and oil 
are not a factor in such a conversion is attested to by the fact that the 
installations of oil-burning equipment at the United States Atomic 
Energy plants, the Watervliet Arsenal, the Army general depots, and 
so forth, were accomplished at times during the last 3 years when 
oil prices exceeded coal prices by far. The price, the refore, of either 
foreign or domestic oil or coal has not been a factor in such conversion. 

Do not overlook the fact, however, that such conversion, which has 
ultimately benefited the American taxpayer, could not have been 
possible if the only source of oil to meet this demand was of domestic 
origin. From this it must be concluded, then, that the defense effort 
will be seriously impeded unless a constant supply of fuel oil is made 
readily available from foreign sources to meet these defense demands. 

I understand from the news recently tliat certain oil importing com- 
panies have voluntarily reduced their imports starting about 30 days 
ago. The immediate result was an apparently man-made shortage of 
residual fuel oil so serious that up to a week ago our company could 
obtain no spot supplies at the cargo or barge levels of sale anywhere on 
the eastern seaboard. 

This clearly indicates to the residual buyer, who is apparently well 
versed in oil markets, that the limitation of imports of residuals at any 
time during the next year in any way, shape, or manner, would seri- 
ously affect the av: ailability of supply. It would hamper the planned 
expansion of oil companies’ storage and distribution facilities, 1t would 
be a deterrent to the normal natural growth of the jobber element 
in this country, and it would have a direct effect on consumer prices 
which are considered by industry to be fair at this time. 

I strongly urge the committee and the Congress to favorably con- 
sider the President’s recommendation that the present Reciprocal 
Trade Agreements Act be extended for 1 year without change. 

The Cuarman. Does that conclude your statement ? 

Mr. Duss. Yes, it does, sir. 

The Cuarrman. We thank you very much for your appearance. 

Are there any questions ¢ Apparently none. 

Again, I thank you for appearing. 

Mr. Duss. Thank you, sir. 

The Cuairman. The next witness is Mr. Earl B. Saunders, Inde- 
pendent Gasoline & Oil Co., of Rochester, N. Y. 

We are vey glad to see you here, sir. You are not very far from my 
hometown. 

If you will just give your name and the purpose of your appearance 
here, we will be glad to hear your statement. 
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STATEMENT OF EARL B. SAUNDERS, PRESIDENT, INDEPENDENT 
GASOLINE & OIL CO., ROCHESTER, N. Y. 


Mr. Saunpers. My name is Earl B. Saunders, and I am from 
ktochester, N. Y. 1am here to represent the Independent Gasoline & 
il Co., of which Il am president and major stockholder, and two other 
flililated companies, of which I am also an oflicer. 

I started in the petroleum business in 1935 as a service station at- 
tendant in Olean, N. Y., where 1 was born and raised. 

In 1936, 1 went to Rochester, N. Y., to start my own petroleum 
business. Our company today operates the largest water terminal in 
Rochester not owned by an integrated or major oil company. We are 
one of the largest, if not the largest, marketer of distillate fuel oil in 
the Rochester area. 

We operate a group of service stations, a large water terminal, and a 
(leet of trucks engaged in serving several thousand domestic and indus- 
trial fue] users. 

Our facilities represent an investment of approximately $1 million. 
rhis investment is necessary because water transportation to Roches- 
ter via the barge canal is interrupted during the winter months be- 

ause of our below-freezing temperatures in that area. It is necessary 

that a supplier in our area have sufficient storage to carry in inventory 
i supply of oil equivalent to his customers’ needs duri ing the 5 months 
frozen-in period. 

Until 1951, we had stored and supplied only distillate oils in Roches- 
ier. The decision to enter the residual market was given a great deal 
of thought and study because of the investment required. However, 
the decision to enter this field was made in 1951, and a 55,000-barrel 
tank was put into residual fuel service. 

Incidentally, one of the major factors contributing to this decision 
was a visit to our office by two officials of the General Foods Corp., 
who were requesting a local source of supply of residual oils for use 
in one of their food-processing plants. One of the biggest problems 
our first year in the residual business was obtaining a supplier for the 
small amount of 2 million gallons of residual fuels. In fact, this prob- 
lem was solved only by splitting this business between two seaboard 
suppliers. 

With the exception of General Foods, our first year’s business came 
almost exclusively from distillate users, who at that time had equip- 
ment capable of burning residual oils, but who had not done so because 
of no local dependable supply. 

[ would like to stress this point, because from the observation and 
experience of our company that it has had over the past 2 years, we 
feel that a very large Percentage, at least in our area, of the increase 
in residual demand has come directly from the distillate field, and 
only in a small way in the conversion from coal to oil. 

In 1952, our demand had risen to 4 million gallons, and we were un- 
able to obtain this small amount of oil on the eastern seaboard without 
lirst agreeing to trade back to our supplying company 2 million gallons 
of No. 2 distillate fuel. 

This very scarce supply picture was true up until 2 weeks after the 
start of last summer’s steel strike, when large amounts of residual fuels 
came into the seaboard market. As soon as it was known in Rochester 
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that a dependable supply of residual oil was available, steady growth 
has been reflected by our sales; and today we are supplying industries, 
hospitals, dairy-processing plants, schools, convents, public buildings, 
and State facilities, with this residual oil. 

Naturally, once in the field, we have aggressively promoted sales so 
that a substantial enough volume could be built to return our company 
a profit on the investment which had been made. 

At the present time we are making an investment of approximately 
$100,000 to expand the facilities used in handling residual fuel oils at 
our plant. We are making this additional investment because our de- 
mand for the coming year will be between 7 and 8 million gallons, 
which reflects an increase of about 4 million over the past year. 

Our company does not anticipate any difficulty in obtaining this 
amount of product unless the passage of H. R. 4294 would have the 
effect of eliminating supplies of residual along the eastern seaboard. 

I would like to make it ver y clear that I in no way profess to be an 
xuthority on the availability of crude supplies, refining capacity, trans- 
portation, and so forth. Instead, I am only a small business, operating 
in an area close i Rochester. However, in my humble opinion, the 
ps ussage of H. R. 4294 could only have the effect of again activating a 

irce supply of oil on the eastern seaboard, and this would bring us 
bat k to a picture which we, as independent people, have faced for the 
past 10 years. 

If, as small-business people, we do not have a source of supply di- 
rectly at the refinery and are subject entirely to the production 7 the 
major oil companies, and if that supply is limited through H. R. 4294, 
it would seem that we, ourselves, are being very seriously curtailed in 
our sales of residual oils in Rochester. 

I would like to thank this committee for the opportunity of present- 
ing my thoughts and opinion on this bill. 

The Cuarrman. We thank you for your appearance here and the 
information you have given to the committee. 

Are there any questions?) Apparently there are none. 

Again, we thank you for your contribution. 

Mr. Saunpers. Thank you. 

The CuarrmMan. The next witness is Mr. Tom Wallace, of the Louis- 
ville Times. 

Mr. Wallace, we are glad to have you here and if you will give your 
name for the record we will be glad to hear you. 


STATEMENT OF TOM WALLACE, EDITOR EMERITUS OF THE LOUIS- 
VILLE TIMES; HONORARY PRESIDENT, INTER-AMERICAN PRESS 
ASSOCIATION 


Mr. Watiace. Tom Wallace, editor emeritus of the Louis- 
ville Times and past president and at present honorary president of 
the Inter-American Press Association. I thank you, Mr. Chairman, 
for your courtesy, and I thank the others who are waiting for their 
courtesy. 

I address you in opposition to H. R. 4294, introduced by Mr. Simp- 
son, not as a representative of the Inter-American Press Association, 
but as an individual. My contacts with Caribbean and trans-Carib- 
bean countries arise from an interest in hemispheric solidarity. That 
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nterest caused me to become a member of the Inter-American Press 

Association a good many years ago. Eventually I served as president 
of the organization because at that time North Americans who were 
interested were rare. 

Prior to the founding of the Inter-American Press Association I 
was profoundly of the opinion that there was no problem that should 
be of more concern to the United States than that of promotion of 
good relations between our country and countries south of our south- 
ern border. 

The two continents and the Caribbean isles are exposed equally to 
v8 arms and the ideologies of totalitarians whose primary effort is 
breeding discord between this Republic and nations which the United 
States might serve and which might serve the United States. 

That effort has been extensive and intensive in this hemisphere. 
The field of the effort, the seriousness of the project, the diligence of 
propagandists has been greater than many North Americans have 
imagined, 

Nowadays the two political parties in the United States agree that 
drastic isolationism is un-Christian, unwise, and for the United States 
unsafe; that isolationism is in all respects error. In this situation we 
cannot wisely isolate selectively countries in Latin America, through 
instrumentality of economic chauvinism; economic throat-cutting 
practiced by the bearer of the biggest knife and the possessor of the 
longest and strongest arm. 

While we tell the wide world that we are disposed to make our 
tariff laws more encouraging to foreign producers and traders; while 
we declare ourselves ready and willing to aid nations at great distance 
from us, east and west, and back our declarations by performance, we 
cannot afford, and we should not dare, to sow seeds of hatred upon 
the soil of neighboring countries. Should we do so the crop would be 
cultivated eagerly by those who would like to see this hemisphere a 
house divided against itself. 

It is not necessary for me to analyze H. R. 4294. In analysis of 
bills each of you is my superior. But you know what its major effect 
would be. It would go about as far as legislation might go, toward 
robbing our neighbors i in Venezuela of capacity to buy in our markets. 
That capacity is not inconsiderable, and willingness of Venezuelans 
to buy in the United States while they may sell in the United States, 
annually, more than 100 million barrels of residual oil is unquestioned. 

Legislation that is designed to aid a sick industry in the United 
States cannot be enacted without its enactment blazing in headlines 
from the Rio Grande to Tierra del Fuego. The news w ould encourage 
any nation in the world which may want to prove Uncle Sam to be in 
fact Uncle Shyclock. It would make every Latin American country 
receptive to anti-U.S. A. propaganda. The coal industry is in trouble 
because of the competition of other fuels. The butter industry is in 
trouble because of competition of a commodity which is no longer a 
horse of another color. 

A Wisconsin dairyman in a letter to Hoard’s Dairyman, the bible of 
dairymen of the United States, says: 

Let us stop wringing our hands. If we cannot meet competition we should 
stop raising cows and grow soybeans. 

Hoard’s Dairyman, in an editorial, says the butter industry must 
meet competition by the quality and price of its product. 
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A spokesman of the Danish Embassy tells United States audiences 
that we should let Danish butter into United States markets that 
United States butter makers might learn to make butter which could 
be distinguished from both United States butter as it now is made and 
from oleom: argarine. The result he says might be improvement of 
United States buttermakers’ technique and broadening of their market. 
The coal industry wants protection from competition insofar as legis- 
lation affecting foreign producers of competitive fuel are concerned. 

I am a native of a coal State. My clan was active on the soil that 
now is Kentucky before that soil was Kentucky, active with the long 
rifle which became known as the Kentucky rifle. I am devoted to the 
mountains of Kentucky which produce high gas coal. I was born in 
western Kentucky which could produce mountain of another grade 
of coal for a sympathetic market. 

I can shout as loudly as anyone else “Breathes there a man with 
soul so dead * * *.” But tome the idea that the United States should 
sacrifice op portunity to deal fairly with the great and fruitful south 
which lies beyond our South, in the hope of | serving a sick industry 
that will not seek, or take, medicine which might mend it, would be at 
any time and in any circumstances distressing. It is, in the present 
situation of the world hardly less than horrifying. 

There are other ways, scientists believe, of selling coal than digging 
it from the earth at a cost which might please Mr. Lewis, if anything 
could please Mr. Lewis, loading it on freight cars, for enrichment of 
coaler roads whose trains are pulled by diesel locomotives, offering 
it for sale where cost of production and delivery place it ‘at disad- 
vantage in a competitive market and where smog is increasingly 
unpopular. 

But if that were not true we should be violating the fundamental 
principal of cooperation between nations for benefit of mankind if 
you should recommend, and if Congress should pass, and if the Presi 
dent should sign, the Simpson bill or anything akin to it. 

May I add as a postscript that when newspapers were faced | 
competition of radio and television, they improved themselves with 
out asking anybody to protect them, and the result was beneficial to 
them and to their patrons. Out of the mill of competition, com- 
petency is ground. I thank you very much. 

The Cuarmman. We thank you very much, sir, for your appearance. 
Are there any questions? 

Mr. Simpson will inquire. 

Mr. Smourson. Mr. Wallace, do you believe in tariffs at all? 

Mr. Watuace. I believe in the free flow of trade. I admit—no, I 
don’t admit but I am glad to say—and I think most economists are 
on my side—I do not believe in a high protective tariff which stifles 
the movement of trade between nations. 

Mr. Simpson. Do you consider a 12-percent tariff on American goods 
high ? 

Mr. Waxxace. I am not entering into that discussion, if you will 
excuse me, because that is not the thing that I am addressing myself 
to. You don’t deny that this would cut off a great deal of imports of 
residual oil from Venezuela, do you? 

Mr. Srmpson. Are you opposed to tariffs of any kind as they apply 
to the countries lying south of the United States? 
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Mr. WattaAce. I have not studied that. I came here to discuss the 
residual oil imports from Venezuela and I have not gone into an ex- 
tensive study of the whole tariff situation in the world, and I am not 
prepared to answer your question any further than I have. 

Mr. Srmpson. With respect to the residual oil coming in from Vene- 
zuela, are you opposed to the present tariff ¢ 

Mr. Watiacr. I am not opposed to the present tariff. What I am 
talking about is that they are now in a position to send us oil and I am 
opposed to restricting that to the point to which they can’t do busi- 
ness with us. 

don’t know what the present tariff is. I don’t pretend to know 
it. I didn’t come here to discuss it. Iam only talking about what the 
effect of this bill would be on Venezuela. 

Mr. Stimpson. Are you primarily interested in the welfare of the 
Venezuelans / 

Mr. Wattace. I am primarily interested in the welfare of the 
world, and I think that if we do not treat our neighbors south of our 
South in such a way that they will feel disposed to collaborate with us 
other nations that don’t want them to collaborate with us will come 
in—I don’t say butt in—but they will come in on the opportunity 
that we prese nt them and nose us out of markets and out of the friend- 
hip of all of the people of Latin America. 

Mr. Simpson. Would you feel that way even though it means the 
breakdown of an American industry here ? 

Mr. Watxace. I think American industry has to succeed just as I 
have mentioned that newspapers are succeeding by making their prod- 
uct salable in a competitive market, and that the whole effort of the 
United States as a do-gooder in other countries is a bluff and a failure 
if we at the same time pass laws that prevent people from trading 
with us. 

Mr. Simpson. To the extent a tariff limits that trading, you oppose 
the tariff ? 

Mr. Wauiace. I am a free trader. 

Mr. Srupson. Right. Thank you, sir. 

The Cuarrman. Mr. Eberharter will inquire. 

Mr. Esernarrer. Mr. Wallace, on page 4 of your statement you have 
these words: 


Enrichment of coaler roads whose trains are pulled by diesel locomotives. 

Mr. Watuace. Yes, sir. 

Mr. Esernartrer. That interested me. Are there some of these 
railroads whose main traffic is in coal and which are using diesel 
locomotives ? 

Mr. Wautuace. Yes, sir. The L. & N., for instance, pulls coal out 
of eastern Kentucky, and it has bought a whole lot of diesel engines, 
and all of the railroads that haven't gotten them are going to buy 
diesel engines. It is a practical thing. They don’t apologize to the 
coalfields. They just use the diesel engines. 

Mr. Ernernarrer. They use the diesel engines even though their 
main haulage is coal ? 

Mr. Wautace. Surely. They just use diesel engines, period, regard- 
less. They are looking out for the railroads, It is more economical 
to use diesel engines, just us it is more economical to use some other 
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kinds of fuel in many situations than it is to use coal. People aren’t 
going to be bluffed into using something they don’t want by subsidy 
of the industry that produces it in the form that it should not be 
produced, 

Mr. Eseruarrer. Thank you, Mr. Wallace. 

The Cuarrman. We thank you, sir. 

The committee stands adjourned until 1 o'clock. 

(Whereupon, at 12 o’clock noon, the committee was recessed, to 
reconvene at 1 p. m. the same day.) 


AFTER RECESS 


(The hearing resumed at 1 o’clock p. m.) 

The CHarrMAN. The committee will come to order. 

Without objection, I wish to insert in the record a statement in 
opposition to H. R. 4294, from the National Congress of Petroleum 
Retailers, Inc. 

(The statement is as follows :) 

NATIONAL CONGRESS OF PETROLEUM RetTAILers, INC., 
Detroit, Mich., May 11, 1953. 
Subject: Statement in Opposition to H. R. 4294, 


COMMITTEE ON WAYS AND MEANS, 
House of Representatives, Washington, D. C. 


GENTLEMEN: The National Congress of Petroleum Retailers, Inc., is the na- 
tional trade association of service-station operators and gasoline retailers across 
the country and is comprised of 67 affiliated associations in 38 States. We are 
opposed to the Sinmypson bill, H. R. 4294, particularly because of the provisions 
contained in section 13 of such bill creating new section 322 of the Tariff Act 
of 1930, as amended, which new section imposes import quotas for crude petro- 
leum and residual fuel oil. 

This effort to upset the present supply-demand balance in oil by restricting 
supply can only result in shortages of petroleum products and higher prices. | 
The incidental benefit which may accrue from such shortages and higher prices 
to a few producers or to the coal industry as a fuel competitor cannot be justified 
in terms of the cost to the American economy. 

As retailers, we are deeply conscious of our responsibilities to supply our | 
customers with the petrolelm products which they require at the lowest prices 
which are fair and reasonable. This is good business for us as well as for our 
customers. When the quantity of the products which we sell is artificially 
restricted so that there is not enough to go around, we are the victims along 
with our customers of financial hardship and squeezeout shortages. 

lor many years, America has moved forward on a sea of oil. Efforts to choke 
a giant stream which feeds that sea and make the sea shallow in parts will 
founder the ships of our prosperity and national strength. 

Because H. R. 4294 will restrict America’s supply of vital petroleum products 
and increase the cost of those which are obtainable and because this bill rips 
the existing reciprocal trade laws to shreds and raises so many questions which 
have not been fully explored or satisfactorily answered, we ask your committee 
to discard this measure in favor of President Eisenhower’s proposal for exten- 
sion of the Reciprocal Trade Agreement Act of 1951 for 1 year with a commis- 
sion to study needed changes in reciprocal trade laws and agreements. 

Very truly yours, 


NATIONAL CONGRESS OF PETROLEUM RETAILERS, INC., 
3y WiLLIAM D. Snow, General Counsel. 
The Cuamman. The next witness will be Mr. William A. Weber, 
Alcoa Steamship Co., Washington, D. C. 
Mr. Weber, if you will state your name and the capacity in which 
you appear for the record, we will be glad to hear you. 
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STATEMENT OF WILLIAM A. WEBER, ALCOA STEAMSHIP CO., 
WASHINGTON, D. C. 


Mr. Weser. Thank you sir. My name is William A. Weber. I am 
employed as manager of the Washington office of Alcoa Steamship 
Co., Inc., a corporation organized and existing under the laws of the 
State of New York, and a wholly owned subsidiary of the Aluminum 
Co. of America. 

Our company is vigorously opposed to the enactment of H. R. 4294. 
In particular, we wish to manifest our opposition to the provisions of 
section 322 of the bill, which would establish import quotas for crude 
petroleum and residual oil. 

Mr. William C. White, the president of our company, has prepared 
a statement setting forth the reasons for our concern with respect to 
this matter and has requested me to present it to your committee on 
his behalf. Mr. White’s statement is as follows: 


Hon. DANIEL A. REED, 
Chairman, Committee on Ways and Means, 
House of Representatives, Washington, D. C. 

My Dear Mr. CHAIRMAN: Alcoa Steamship Co., Inc., hereinafter referred to as 
Alcoa, is the owner of 16 modern American-flag vessels, and the charterer of an 
even larger number of ships. All of this tonnage is employed between North 
Atlantic and gulf ports and ports in the Caribbean area on trade routes hereto- 
fore determined by the Maritime Commission to be essential in relation to the 
foreign commerce of the United States. It should be obvious, therefore, that 
Alcoa is genuinely apprehensive when proposals are advanced, such as H. R. 
4294, which would have the effect of impairing the reciprocal flow of trade the 
United States enjoys with its sister Republic, Venezuela. 

Alcoa, however, is but 1 of 6 steamship companies, 3 of which are foreign-flag 
lines, transporting general cargo to Venezuela from the North Atlantic and gulf. 
Moreover, there are three American and an equal number of foreign services to 
Venezuela from United States Pacific ports. Our company alone is providing 
regularly scheduled sailings at the rate of 156 per annum—a number we cite 
only as an indication of the physical quantity of Venezuela purchases trans- 
ported by but 1 of the 6 Atlantic-Gulf carriers. In fact, nearly half of Alcoa’s 
total southbound cargo is destined for Venezuelan consignees. 

But international trade is a two-way street. Unless we buy, we cannot hope 
to sell. Roughly, 90 percent of Venezuela’s exports consist of petroleum products 
which, in turn, enables it to buy countless products of our farms and factories. 
Vith the exception of Canada, Venezuela is America’s best customer in the 
Western Hemisphere. Its annual purchases from us total approximately half a 
a billion dollars. What is more, Venezuela not only pays dollars for everything 
it buys in the United States but, in addition, has neither sought nor received any 
sort of assistance or grants. Should we close our doors to Venezuela’s petroleum, 
the countries supplanting us as its purchasers will also replace us as the vendors 
of the commodities now bought here. It follows, then, that ships under other 
flags will take over the business our shipping industry now enjoys. 

The fact that the preponderant export of Venezuela is a single bulk commodity 
is not unique in the Caribbean. The economy of many of the other countries 
and dependencies in the area also is predicated upon the exportation of some 
principal commodity such as lumber, sugar, ore, and the like. For example, by 
far the principal export both in value and quantity of Surinam, or Dutch Guiana 
as the country is more commonly known, is bauxite, the ore from which aluminum 
is smelted. 

While petroleum can be carried only in tankers, Alcoa has found it thoroughly 
feasible to move bauxite northbound in the conventional-type cargo ships utilized 
in the transportation of general cargo southbound to Venezuela and the other 
Caribbean areas it serves. Since practically all of the bauxite required by the 
Aluminum Co. of America, as well as the major portion of that needed by 
1 of the other 3 largest domestic aluminum producers, is mined in Surinam, and 
carried to the United States by Alcoa, it should be readily apparent that the 
result of this two-way trade is beneficial both to the Venezuelan importer and 
to the purchaser in the United States of articles manufactured from aluminum. 
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Today, although the western democracies hope for peace, defense preparations 
continue at an accelerated pace and it is doubtful if any single item exceeds 
aluminum in importance to the overall rearmament program. Since domesti: 
supplies of bauxite are limited, it is axiomatic that the bulk of it must be im 
ported. Accordingly, any dislocation in the movement of cargo to Venezuela 
resulting in empty ships southbound is likely to be reflected in an increased 
overall cost of the defense effort. 

But there is still one more very important factor that must be taken into 
account, and that is the value to the United States of the 16 Alcoa ships which 
participate in this two-way trade. Congress, in the Merchant Marine Act of 1936, 
stated as a declaration of policy, among other things, that “it is necessary for 
the national defense and the development of its foreign and domestic commerce 
that the United States shall have a merchant marine (a) sufficient to carry * * * 
a substantial portion of the waterborne export and import foreign commerce of 
the United States * * * (b) capable of serving as a naval and military auxiliary 
in time of war or national emergency. * * *” 

It is well recognized that the cost of operating American-flag vessels is roughly 
double that of the average of other maritime nations. This is occasioned, in the 
main, by the higher rates of wages paid American seagoing personnel. While 
certain American shipping companies have received financial operating assistance 
from the Government, Alcoa has not. Instead it has had to depend solely upon 
the revenues it has been able to earn by engaging in a two-way trade. In other 
words, although Alcoa’s ships are just as modern and equally as well maintained 
as are the ships of those concerns who have received operating subsidy assistance 
the availability of Alcoa’s vessels for the purposes of national defense has cost 
the taxpayers nothing. American operating expenses being what they are, if they 
continue to increase it is questionable whether operations can be continued profit- 
ably without some sort of Federal assistance. It is virtually a certainty, how- 
ever, that Alcoa could not justify the cost of operating its fleet were it required 
continuously to send a substantial number of its ships southbound in ballast. 

In summarization, it is believed that from the aforegoing several conclusiovs 
must be recognized. 

First, if the importation of Venezuelan petroleum is curtailed by the United 
States there will be a corresponding loss of exports to the detriment of American 
labor, business, and agriculture. 

Second, if the availability of southbound cargo is curtailed through reduced 
purchases by Venezuela of American goods, transportation costs of a strategic 
commodity which must be imported will have to be increased and will be reflected 
in the overall cost of the defense program. 

Third, if revenues earned from transportation services are reduced, the con 
tinued availability of a number of medern vessels for purposes of national defense 
may be threatened. 

In view of these considerations, therefore, it is respectfully re that 
your committee delete section 322 from the provisions of H. R. 4294 

Yours sincerely, 
WILLIAM C. WHITE, 
President, Alcoa Steamship Oo., Inc. 


While Mr. White could have furnished the information set forth 
in his statement in greater detail, because of the large number of 
witnesses who wish to be heard on this very important subject, he 
deemed it would be preferable from the standpoint of the committee 
to receive it in condensed fashion. He has directed me to tell you, 
however, that should you desire additional information or detail with 
respect to any of the matters mentioned, we will be pleased to furnish 
it. He also has authorized me to attempt to answer any questions 
members of the committee may have relative to the considerations men- 
tioned in his statement. 

Meanwhile, we would like to express our appreciation to you, Mr. 
Chairman, and to the members of the committee, for extending us 
this opportunity to present our views 

The CHarmMan. We thank you for your appearance. That con- 
cludes your statement # 

Mr. Weser. Yes, sir. 
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The Cuarrman. Thank you very much. 
Are there any questions? If there are no questions, we thank you 
very much. 

Mr. Weser. Thank you. 

The Cuatrman. The next witness is Mr. J. A. Walstrom, Shell 

Caribbean Petroleum Co., New York City. 

If you will just give your name and the capacity in which you 
appear, we will be glad to follow you as you present your stateme nt. 


STATEMENT OF J. A. WALSTROM, SHELL CARIBBEAN PETROLEUM 
CO., NEW YORK, N. Y. 


Mr. Watstrom. My name is J. A. Walstrom, sales manager of the 
Shell Caribbean Petroleum Co. of New York City. 

[ appreciate the opportunity which you have afforded to me to com- 
ment on H. R. 4294, a bill having to do with the extension of the trade 
agreements. I will direct my remarks to that section of the bill which 
proposes that quotas be placed on the importation of crude petroleum 
and petroleum products, with particular emphasis on residual fuel oil 
imports. 

[ represent the Shell Caribbean Petroleum Co. and the Asiatic 
Petroleum Corp., both of which are members of the so-called Shell 
group of companies. 

raking the Asiatic Petroleum Corp. first, this company, which was 
ncorporated in Delaware in 1920, is engaged primarily in the purchase 
of petroleum and petroleum equipment for export from the United 
States, and imports oil only to a minor extent. Last year the Asiatic 
Petroleum Corp. purchased for export some $189 million worth of 
crude and products from the United States. In the same year the 
company also purchased some $30 million worth of equipment and 
materials for export from the United States. 

Asiatic’s imports of oil into the United States have consisted only 
of small quantities of residual fuel oil which are brought into the New 
York Harbor in bond from the Netherlands Antilles, and are issued 
as bunkers to ships engaged in foreign trade. The amount of such 
imports has averaged less than 10,000 barrels a day over the past 
several years. 

Turning now to Shell Caribbean Petroleum Co., this company, 
which was incorporated in New Jersey in 1911 under the name of the 

Caribbean Petroleum Co., holds petroleum concessions in Venezuela 
and is engaged in exploring for crude oil and in the production, pur- 
chase, transportation, refinining, and sale of crude oil and petroleum 
products in Venezuela. Although Shell Caribbean does not itself 
import crude oil into the United States, it has had available and has 
sold crude oil in the Caribbean area to one major company customer 
who has imported it into the United States—the 17,000 barrels a day 
involved under this contract (in effect since January 1940) is, how- 
ever, a small factor in the total United States crude import picture. 

Shell Caribbean does not import in its own name any products, but 
sells fuel oil which is produced primarily from Ve nezuelan crude to 
purchasers for import into the eastern seaboard. These purchasers 
fall into two classes: 

1. Independent distributors from Florida to Maine who come under 
the category of the independent or small-business man, and who have 





























































1414 TRADE AGREEMENTS EXTENSION ACT OF 1953 





contracted with us knowing that we have available fuel oil suitable 
for their requirements and who wish to be assured of a guaranteed 
source of supply. Over 82 percent of our fuel oil sales to customers in 
the United States is imported by the independents in their own names. 

The other purchasers are a limited number of other oil companies 
who import in their own name, although the quantity which these 
major oil companies purchase is rel: itively small when compared 
with the quantity imported by the independent distributors. 

The quantities which we declare as expected imports are those 
under contract to these independent distributors. They do not allow 
for any abnormal demand which may be created by an early winter 
or one of below average temperature. For 1953 it is estimated that 
sales of imports will be about the same as in 1952 (110,000 barrels a 
day) and we must all remember that in early 1952 there was a threat- 
ened world shortage of residual fuel oil. Actually many ships car- 
ry ing str ategic cargoes were del: iyed because of 1: ick of bunkers and 
other left the east coast with only sufficient fuel to reach destina- 
tion, there being no assurance that fuel would be available for their 
return trip. We were requested by the Petroleum Administration for 
Defense to increase our supplies of fuel oil to the east coast. This was 
done as far as possible. Had the weather been severe in 1951-52 a 
serious shortage would well have developed. 

It may be of interest. to give a brief background on the fuel-oil 
trends in the United States since 1946. Between 1946 and 1952 the 
Nationwide consumption of residual fuel oil in the ae States (in- 
cluding the relatively small exports) mies from 1,340,000 bar- 
rels a day to 1,595,000 barrels a day, i. e., by 255,000 barrels a day, or 
19 percent. On the supply side, bowet ver, fe effect of an increase of 
1,930,000 barrels a day in the Nation’s refinery runs during this period 
was largely offset by a continuing decline in the residual fuel yield 
per barrel—this fell from 24.9 percent in 1946, to only 18.6 percent 
in 1952. 

The result was that the refineries in the United States produced only 
60,000 barrels a day of residual fuel more in 1952 than they did in 
1946, although the total amount processed increased by nearly 2 million 
barrels daily, and the bulk of the increased consumption and accord- 
ingly to be made up by increased imports from foreign sources— 
these rose from 120,000 barrels a day in 1946 to 350,000 barrels a day 
in 1952 (all into the east coast). Total consumption is now rela- 
tively stable, with some categories, such as heavy industry usage, 
electric power plants, and heating going up and with other categories 
such as railroads showing a dec line. 

However, we are more concerned with the trend of events on the 
eastern seaboard than we are with the countrywide figures. One 
need not be indicative of the other, but in point of fact, taking the 
east coast alone, we do find a similar position to the one we have just 
looked at for the United States as a whole, namely a 270,000-barrels-a 
day increase in consumption during the 6 years, but with little in- 
crease in local production or in the supplies available from the United 
States Gulf, thus leaving almost the whole of this additional consump- 
tion to be met from increased foreign imports—these accordingly rose 
by 230,000 barrels a day and as mentioned earlier, this equals. the in- 
crease in imports of foreign fuel throughout the United States. 
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This 54 percent increase in consumption and resulting 187 percent 
increase in imports carried with it a radical change in the supply pic- 
ture for this east coast market. In 1946, 75 percent of the east coast 
consumption was obtained from the local refineries or was brought 
around from the United States gulf, leaving only 25 percent imported 
from foreign sources. By 1952, however, this position had changed 
toa local supply and United States gulf supplies that could meet only 
55 percent of consumption and a dependence on foreign imports to the 
extent of 45 percent. 

The Shell Caribbean Petroleum Co. consider it their responsibility 
to their customers—the independent distributors—and to the con- 
sumer, who is in turn the customer of these independent distributors, 
to meet their requirements if oil is available for shipment to them. 
We have not felt that we were in a position to deny the consumer a 
form of energy which he apparently requires at a price which he 
vishes to pay. These prices fluctuate with market conditions and all 
ustomers receive comparable terms. There is no so-called dumping 
of fuel at cheap prices. 

At this point I must strongly emphasize the essential difference be- 
tween the supply position of residual fuel produced from Venezuelan 
rude and that produced from United States crude. The typical 
United States crude is what we call a light crude and is mainly suit- 
ble for the produc tion of gasoline and distillates, the yields of which 
from such crude oil must be maximized to meet the ste: adily increasing 
demand for these light products—this in turn leaves residual fuel with 
only the status of a byproduct and reduces its yield correspondingly. 

Venezuelan crude, on the other hand, is a heavier crude than the 
iverage United States crude with a very ciate larger yield of residual 
fuel oil, and the crude of the Shell companies is p sredomin: imtly heavy, 
and ndeed heavier than the average of other ‘produce rs. In other 
words, residual fuel oil is the primary product, rather than a by 
product. 

As previously stated, the total United States demand for residual 
fuel during the past 3 years has changed very little, and each year 
more of it has had to be supplied by imports because less was pro- 
dueed Riitiah ically. Whereas residu: il fuel oil. regardless of its source 
of supp ly, thus maintained its markets, at least quantitatively, we 
gather th: it coal lost a part of its share of the United States market 
for such reasons as.the reduction in railroad consumption, increased 
use of distillate fuel and natural gas for home heating, the 1952 steel 
strike and the substant - reduction in export demand. While residual 
may have maintained i s position insofar as quantity is concerned, 
it has not over recent years maintained its share of the energy market. 
For example, in 1946 residual fuel oil supplied 10.1 percent of the total 
energy and in 1951 this dropped to 9.6 percent. Coal in 1946 supplied 
16.9 percent of the total energy and in 1951 it was 34.8 percent. Mean- 
while all other forms of energy increased from around 43 percent in 
1946 to 55.6 percent in 1951. Obviously the loss of coal markets is 
not due to residual fuel but to other forms of energy. 

With regard to the effects of imports on the indepe ndent oil a 
ducer, we should look back at the old story of what happened i 
1947-48 when the industry did everything possible to meet the con- 
sumer demand, which they did successfully, but not without avoiding 
certain congressional committees summoning representatives of the 
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various companies to Washington for assurance that the consumer 
demand would be met regardless of whatever expedients were necessary 
to accomplish this. Obviously the industry, not wishing to be placed 
in the position of a possible shortage from 1948 onward, undertook 
many expedients to increase the availability of products, which re- 
sulted in certain long-term commitments for the import of crude oil 
and residual fuel oil. 

From the foregoing you will readily see that the so often isored 
consumer, for his own economic reasons, requires the imports of 1 
sidual fuel oil to supplement the decreasing output of the U nited 
States. If the consumer is denied access by legislation to the fuel he 
desires, this would mean, in effect, that he, through the power of legis- 
lation, must buy the fuel which apparently he does not want at ‘the 
price which he does not wish to pay. There is only one reason that 
the eastern seabord consumer is now buying residu: al fuel oil and this 
is because, for motives which no doubt vary, he prefers residual fuel 
at its present price to competitive fuels. It is hard for me to believe 
that anyone would deny these consumers a product which they require. 

There are many other important consequences which would result 
from any curtailment of imports of crude, and particularly residual 
fuel oil, into the United States, and while it is not possible to mention 
them all, I would in conclusion like to enumerate certain of these for 
om ideration : 

. The first is a reiteration that the consumer requires alternative 
sources of energy at satisfactory prices. This energy is provided in 
part by imported residual fuel oil when the domestic production of 
residual is not available. 

Most of the imports of residual fuel oil—and virtually 100 percent 
of ours—originate from crude oil produced in Venezuela. If any 
measures such as quota systems or exorbitant tariffs are placed on these 
imports then there must no doubt be retaliation by foreign govern- 
ments. In the case of Venezuela, who are one of the largest dollar 
purchasers of American goods in the Western Hemisphere any im- 
port legislation must affect these purchases from the United States 
which aggregate over $500 million, and in return the amount of im- 
ports from Venezuela to the United States is only $350 million an 
nually, 

3. From the strategic standpoint we saw the part which was played 
by Venezuelan oil during the last war, and actually this source of 
supply was complementary to that from the United States and played 
a great part in making sure that the Allies did not restrict their offen- 
sive for the lack of oil. This same oil from Venezuela will again be 
vital in assisting in meeting the demand under any such dreaded con- 
tingency. But if this oil is to be available in an emergency, it is es- 
sential that development in Venezuela be encouraged now and not re- 
tarded. In other words, oil production is not something that can be 
developed overnight and made available whenever the : attack comes. 

t. It would seem to me that if coal cannot maintain its share of the 
energy market it is because of conditions which may be inherent in 
the coal business or other fuels such as natural gas, which are making 
inroads into the supply of the total energy required in the United 
States. 

5. The fuel oil we sell is imported mainly by the independent dis- 
tributor, the small-business man, The distributors are located from 
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‘lorida to Maine and they have by their own initiative and hard work 
leveloped a business in the local community which is responsible for 
the employment of many thousands of persons. Many of these dis- 
tributors are large coal distributors and some own mines and colliers. 
\pparently in their own business judgment they found it wise and 
ecessary to enter the fuel-oil business to protect themselves against 
the vagaries of the coal industry and to satisfy the demands of their 
ustomers. 

6. If the propose -d legislation restricting fuel-oil imports is enacted, 
t will probably also mean the following: 

(a) Financial distress or even economic ruin to many distributors, 
ince residual fuel oil will not be replaced to them from domestic 
ources at prices of competitive fuels. 

(6) Industrial and large plant consumers with American shipping 
s well as international shipping will be forced to pay as much as 50 
percent more for the fuel oil—assuming, of course, it could be made 
ivailable. 

(c) Many industrial plants, apartments, schools, hospitals, and so 
forth, are not equipped to burn other forms of fuel and if forced to 
convert from fuel oil it would cause untold hardship. 

The CuatrmMan. Does that conclude your statement ? 

Mr. WaLsTROM. Yes, sir. 

The Cuairman. Thank you for your appearance. 

Are there any questions? Mr. Simpson will inquire. 

Mr. Stmpson. Mr. Walstrom, does your company search out and 
iscover Oil sources in Venezuela, for example / 

Mr. Waustrrom. Yes, sir. 

Mr. Srmpson. Do you drill? 

Mr. Watstrrom. Yes, sir. 

Mr. Simpson. And you produce. Do you refine? 

Mr. Wausrrom. Yes, sir. 

Mr. Simpson. Do you do the same thing in the United States? 

Mr. Wausrrom. An associated company does. 

Mr. Srwpeson. Do you pay the same wages throughout the whole 
process in Venezuela as you pay in the United States? 

Mr. Watstrom. I am not an expert on the financial end of it, 
but I understand that the wages in Venezuela are just as high or 
higher than they are in the United States when you consider the 
imenities and services which you have to give. 

Mr. Srpson. I did not hear the latter part of your statement. 

Mr. Watsrrom. When you consider the amenities and bonuses 
which you have to give to the Venezuelan worker. 

Mr. Simpson. I was considering the wages, those services which 
ire comparable to what are paid in the United States. 

Mr. Watstrrom. I think the government requires that you pay a 
sum which is equivalent to 2 months salary at the end of every year 

on top of salary. So when you consider paying bonuses like that, 
then you find the wage scale in Venezuela is not far off from that w hich 
vou have in the United States. 

Mr. Srmpson. Are you referring to common labor or specialist ? 

Mr. Watsrrom. Most of it is, of course, common labor. 

Mr. Suwpson. And you pay them a going scale of wage and then you 
must give them a bonus under the state law down there ? 
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Mr. Watstrrom. That is correct. 

Mr. Simpson. Then you give better treatment than you give the 
men who work here. 

Mr. Watsrrom. I don’t know about that. It would seem to me that 
if you received concessions from the Government, then you are gov- 
erned by the laws of that country. 

Mr. Suwpson. Your concession depends, of course, on complying 
with their laws. 

Mr. Waustrrom. That is right. 

Mr. Simpson. So that we are at all times subject to their willingness 
to sell to us. They owning the material, they own the imdustry, do 


they not ¢ 

Mr. Watsrrom. They do not own the industry. 

Mr. Srvupson. That is right. They own the oil in place, is that 
right ¢ 

Mr. Watsrrom. That isa little technical. It is part of the sovereign 
nation’s right to own all the property within the state. 

Mr. Stimpson. Then are you telling us that your wages are higher 
in Venezuela than they are in the United States ? 

Mr. Watsrrom. The way I understand it, the wages in Venezuela 
are as high or higher than they are in the United States. 

Mr. Stupvson. I believe the committee would like to have a state- 
ment, if we could get it without too much trouble, of comparable wage 
rates. Will you do that, sir? 

Mr. Waustrom. I will, sir. 

The CHarrmMan. Without objection it will be placed in the record. 

(The information is as follows:) 


SHELL CARIBBEAN PerroieuM Co., INC., 
Vew York, N. Y., May 21, 1953. 
Subject: Hearings on H. R. 4294. 
Hon. Dante A. REED, 
Chairman, Ways and Means Committee, 
House of Representatives, Washington, D. C. 

Dear Str: In response to the committee’s request When Mr. J. A. Walstrom 
appeared before the Ways and Means Committee of the House of Representatives 
on May 14, 1953, we submit below a statement showing the average annual earn 
ings of petroleum workers of this company and its associates in Venezuela in 
comparison with the average annual earnings of petroleum production and 
refinery workers in the United States. 

Before going into the figures it should be pointed out that operating require 
ments of the oil industry in Venezuela are quite different in many respects from 
those found in the United States. Moreover, legal requirements and provisions 
of the collective contracts governing conditions of work as well as the various 
forms which remuneration takes, that is, whether in cash or in services and 
employee benefits are quite different between the two countries, 

Likewise, so far as we are aware there is no overall data available showing the 
average annual earnings of all people employed in the oil industry in the United 
States, and the same situation is the case with respect to Venezuela. Therefore, 
no figures are susceptible of precise comparison since it is necessarily the case 
that the respective figures for the two countries include some items in the one 
case which are not included in the other. 

For purposes of comparison we have therefore used the attached data of the 
United States Department of Labor, Bureau of Labor Statistics, which covers two 
broad general classifications of workers in the petroleum industry in the United 
States, namely, average weekly gross earnings of production workers or non- 
supervisory employees in (1) petroleum and natural gas production and (2) 
petroleum refining. These data show that the average weekly gross earnings of 
production workers or nonsupervisory employees in petroleum and natural gas 
production were $85.90 for the year 1952, while the corresponding figure was 
$88.44 fer- workers in petroleum refining in the United States. 
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On the foregoing basis, therefore, the average annual earnings of such workers 
in the petroleum industry in the United States for 1952 were at the rate of $4,466 
per worker for petroleum and natural gas production and $4,598 per worker for 
petroleum refining. 

\s indicated in the footnotes to the attached statement, the figures given above 
exclude the cost of employer contributions in respect of employee benefit plans; 
and, moreover, such figures relate only to workers in two phases of the industry, 
that is, production and refining. While we know of no official data covering 
payroll costs per employee, including cost of employer contributions to employee 
benefit plans, in respect of employees in all phases of the industry, we have 
examined the published annual reports of various major oil companies in the 
United States, and this examination indicates to us that the average payroll cost 
per employee, including the cost to the employer of employee benefit plans, for men 
and women engaged in all phases of the industry ranges in the United States from 
approximately $5,100 per year to $5,800 per year. 

By comparison, the average annual earnings of employees (excluding marine 
personnel) of Shell Caribbean Petroleum Co. and its associates in Venezuela, 
including benefits from employee benefit plans and other welfare and social 
services provided by the company, amounted to $6,385 per employee in 1952 
Of this figure of $6,385, $4,426 represents the average cash take-home pay per 
employee and $1,959 per employee represents the cost to the company of employee 
benefits. 

Yours very truly, 
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The Cuamman. Any other questions? If not, we thank you for 
your statement and the information you have given the committee. 

Mr. Warstrom. Thank you. 

The Cuarrman. The next witness is Mr. Fred Brummer, executive 
vice president, Gillespie & Co., of New York City. 

If you will just give your name and the capacity in which you ap- 
pear for the benefit of the record, we will be very glad to hear you. 


STATEMENT OF FRED BRUMMER, EXECUTIVE VICE PRESIDENT, 
GILLESPIE & CO., NEW YORK, N. Y. 


Mr. Brummer. My name is Fred Brummer. I am executive vice 
president and director of my company, Gillespie & Co. of New York, 


with whom I have been connected for 25 years. During all of this 
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time I have been in charge of the business of my company with Vene- 
zuela which has grown from a pre-Second World War annual volume 
of less than $1 million to a present level which has now reached a 
monthly average in excess of $600,000, comprising mostly export of 
machinery, construction materials, raw materials, agricultural prod- 
ucts, as well as financing of shipments of automobiles and trucks. 

I have frequently made business trips to Venezuela and returned 
only a few days ago from a 5-week tour of Venezuela during which I 
had the opportunity of talking to leading businessmen as well as to 
representatives of the Government. 

When discussing the Simpson bill, I encountered an attitude of 
shock and disbelief that it could ever be enacted because it would 
represent a complete about-face in the officially announced foreign 
policy of our new administration which has given South America to 
believe that the “good neighbor policy” would not only be continued, 
but expanded. Without exe eption, everyone to whom I talked about 
this bill in Venezuela considered it highly discriminatory against 
Venezuela. 

Before leaving on my trip to Venezuela, I expressed the attitude of 
our company in a letter which I would like to introduce into the record. 

The CHarrMan. Without objection it is so ordered. 

(The letter referred to is as follows:) 


GILLESPIE & Co. oF NEw York, INC., 
New York, N. Y. 

As one of the leading general exporters in the United States, we are seriously 
concerned over the possibility that well-organized interests will seek to prevail 
upon Congress to restrict imports of oil, particularly Venezuelan oil. We refer 
specifically to H. R. 4294, known as the Simpson bill. 

Venezuela does not owe the United States a penny. 

Venezuela is the best customer the United States has today in proportion to 
her population with the exception of Canada. Many hundred million dollars’ 
worth of American goods are bought annually by Venezuela. 

Venezuela has always been a lucrative field for American investors and has 
never imposed restrictions on the removal of profits earned there by American 
investments. 

Venezuela produces two commodities, vitally needed by the United States, par- 
ticularly during time of war or crisis, namely oil and iron ore. 

Venezuela has been encouraged and urged by the United States to continually 
increase her oil production. This has been done willingly although to the detri- 
ment of the diversification of her interests. Venezuela’s economy is, therefore, 
wholly dependent on our purchases of her oil in order to live. 

In our opinion, the present regulations covering Venezuelan oil imports are 
reasonable, fair, and satisfactory. 

We wish to go on record as being strongly opposed to any restrictions on the 
import of Venezuelan oil for the following reasons: 

1. We needed Venezuela’s oil and friendship in time of war and they responded 
admirably. Their friendship and loyalty should not be forgotten. 

2. In today’s tense international situation. we cannot afford to undermine 
Venezuela’s economy and run the risk that they would be forced to sell their oil 
to our potential enemies, 

3. We could not justify reducing Venezuela’s dollar income arbitrarily while 
we are encouraging other nations to increase theirs by increasing their sales 
to us. If dollar income were reduced it would play into the hands of left-wing 
elements which the present Venezuelan Government has been successful‘in re- 
stricting in collaboration with our State Department. 

4. We should treat Venezuela as the good friend and customer she is and take 
no action which might create an unfriendly feeling toward us. 

5. If Venezuelan oil imports are cut it would very probably create a depression 
there with the accompanying political dangers, 

6. We feel that our own business would be seriously harmed through the 
curtailment of exports to Venezuela which would undoubtedly result. If the 
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United States were to reduce imports of Venezuelan oil it would not necessarily 
follow that Venezuela could sell her oil to other world markets except possibly 
to countries behind the Iron Curtain. In any case, considerably reduced pur- 
chases of American goods would result and the effect would be vitally felt among 
many American manufacturers. Frequently exports to countries such as 
Venezuela, while amounting to only a small percentage of domestic production, 
constitute the difference between making a profit or showing a loss. A manu- 
facturer would, therefore, be compelled to reduce workers and office help. Firms 
of our type, in turn, as the actual exporter would likewise be affected. 

We have been through this cycle before. As specialists in trade with 
Venezuela, we know only too well from bitter experience the enormous danger 
which would be created by a high tariff policy or restriction of imports as 
occurred about 25 years ago. 

We are certain that it is not the intention of Congress or the present adminis- 
tration to open the way to communism in countries such as Venezuela. We do 
not assume in this respect that it would be the intention of Congress or the 
administration to make up for the decrease in oil imports from Venezuela 
through grants or loans which could never be repaid and which would increase 
the already heavy burden on American taxpayers. 

Last but not least, we wish to state that the business of our own organization 
employing close to 100 people including many war veterans depends to a great 
extent on the continuation of exports to Venezuela. For your information, our 
own sales to Venezuela are at the rate of approximately $500,000 per month 
making Venezuela our largest foreign customer nation. If our business were 
curtailed by the action under consideration, it would not only affect our company 
but also manufacturers, railroad companies, truckmen, warehousemen, dock- 
workers, and steamship lines. 

For many years we hoped for a more efficient administration through a change 
of the political party in power although many of our employees recall only too 
well the disastrous consequences of the aforementioned high tariff policy which 
forced some of them to join the WPA for a number of years. If we were now 
to revert to a high tariff policy, we feel certain that everyone in the export field 
or those who derive their livelihood from the export business would be greatly 
disappointed and disillusioned. 

We hope the reasons outlined above will receive due consideration and that 
no restrictions or limitation be placed on the import of Venezuelan oil by either 
congressional or administrative action. 

Yours very truly, 
GILLESPIE & Co., oF New York, INc. 

Mr. Brummer. This letter was meanwhile sent to all members of 
your committee, as well as to all members of the Senate Finance Com- 
mittee, and also to individual Senators and Representatives from New 
York and New Jersey. 

There is not much that I can add to the contents of said letter except 
to emphasize the following: 

Venezuela has a strong government which is pledged to an economic 
program for at least 5 years. The purpose of this program is to raise 
the standard of living in Venezuela particularly in the underdeveloped 
sections; also to build highways, hospitals, and schools; the electrifica- 
tion of rural districts, improvement of rural housing, development of 
hydroelectric power, and so forth. For the execution of this program 
the Venezuelan Government relies, of course, on revenues from the 
production of oil. If these revenues were to be curtailed, it would 

reate economic chaos in Venezuela, because it would have a snow- 
balling effect and would play into the hands of the leftwing elements 
in Venezuela. Therefore, in order to prevent such a situation and its 
political implications, it would become necessary for the Venezulan 
Government to sell oil to any country in the world where it could find 
2 market, barring none. This means also countries behind the Iron 
Curtain. 
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If the Simpson bill were to become law, it would—in the opinion of 
the people in Venezuela to whom I spoke—result in the scrapping of 
the only recently established treaty between Venezuela and the United 
States of America. This would work out to the detriment of many 
hundreds of United States of America manufacturers who would be 
deprived of a rapidly expanding market as one of the major outlets for 
their goods and services. In this respect, the people in Venezuela 
whom I contacted cannot possibly conceive how the efforts of a few 
comparatively small groups in the United States of America is 
protection for themselves could result in the sort of legislation which 
would ignore the general welfare of the many thousands of business- 
men and wage earners in the United States whose livelihood depends 
on exports of products manufactured, sold, or shipped by them to 
Venezuela. 

Having been a foreign trader for 30 years, I know from practical 
experience that we cannot hope to get payments in United States 
dollars for exports to any one country unless imports from such « 
country are permitted to enter the United States of America market 
on an equivalent basis. ‘The only other way to overcome a gap between 
exports and imports would be for our Government to make loans or 
outright gifts which ultimately would have to be paid by the American 
taxpayer. Even if this were done, it would never satisfy a proud and 
progressive nation such as Venezuela, which does not want charity, but 
whose aim is to run its Government according to sound economic 
principles. 

In my opinion, the Simpson bill amounts to subsidizing certain high 
cost domestic producers at the expense of the American consumer, and 
the benefits which this small group of producers would obtain would 
be more than offset by the loss to American industries and agriculture 
in general of an export business of more than $500 million annually 
with Venezuela. Even more important, however, are the political 
repercussions and animosity toward the United States of America 
which would be created in all of Latin America by such a bill. I feel 
that if this bill is passed in spite of the aforementioned dangers and 
in spite of the announced opposition of President Eisenhower, it 
would be detrimental to the best interests of the United States of 
America. 

The CHarrmMan. Does that conclude your statement ? 

Mr. Brummer. Yes, sir. 

The Cuarrman. We thank you very much for your appearance here, 
and the views you have expressed. Are there any questions? Mr. 
Simpson will inquire. 

Mr. Simeson. Mr. Brummer, what is your business? 

Mr. BruMMer. We are exporters and importers. 

Mr. Stmpson. You export and you import? 

Mr. Brummer. That is right. 

Mr. Simpson. You make your money then through foreign trade? 

Mr. Brummer. That is right. 

Mr. Simpson. Do you have a personal interest in this particular 
piece of legislation as it affects Venezuela ? 

Mr. Brummer. We have a personal interest. Of course we have a 
personal interest. We also have an organization consisting of a large 
staff which has been in this business for, I would say, about 60 years. 
Mr. Stmpson. You are here to protect your business. 
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Mr. Brummer. I am here not only to protect my business—as far 
as my business is concerned, we could always, if necessary, switch our 
activities from Venezuela to other markets. In fact, we are doing 
business with about 40 foreign countries—but I am here to call atten- 
tion to the danger to American manufacturers because if Venezuela 

cannot sell oil to the United States, and would be forced to sell it else- 

white, Venezuela naturally would buy much less from the United 
States. This would result in loss of business to many hundreds of 
manufacturers and many thousands of officeworkers, dockworkers, 
steamship lines, insurati€e companies, and everyone who is engaged in 
such trade. 

Mr. Stmpson. My question is, Are you here to protect your own 
business in part ¢ 

Mr. Brummer. Yes, sir, I am. 

Mr. Simpson. Are you a freetrader in the sense that you do not 
believe in tariffs ? 

Mr. Brummer. I am opposed to a high-tariff policy. 

Mr. Simpson. Are you opposed to any tariff? 

Mr. Brummer. No, sir. 

Mr. Stmpson. Are you op posed to the 5 percent ti riff on oil ? 

Mr. Brummer. I am in favor of continuing the present policy. I 
am opposed to any restrictions or to anything which would restrict 
Venezuela in its exports of oil to the United States. 

Mr. Stmpson. The five-and-a-half percent tariff is on there pre- 
sumably to restrict toa degree. Do you object tothat? That is under 
existing law. 

Mr. Brum™er. I am not opposed to the existing law. 

Mr. Stupson. Sir? 

Mr. Brum™er. I am not opposed to the existing law, no. 

Mr. Stmpson. Are you oposed to the provisions of the existing 
law which provide that under certain findings by the Tariff Commis- 
sion, if it should make those findings and should recommend higher 
duties, the carrying out of those findings ¢ 

Mr. Brummer. I know there is such « provision in the existing law. 
I think the position of Venezuela should be studied very carefully be- 
fore any change is made regarding the restriction of imports of oil 
from Venezuela. 

Mr. Stmpson. You make the statement that the bill amounts to 
subsidizing certain high-cost domestic producers at the expense of the 
American consumer 

You are talking about oil, I understand. 

Mr. Brumner. Yes, sir. 

Mr. Stmpson. Are you also talking about textiles ? 

Mr. Brummer. No. 

Mr. Stmpson. Do you import textiles from Great Britain? 

Mr. Brumoer. We do not import textiles, no, sir. 

Mr. Stimpson. What do you import ? 

Mr. Brum™er. We are a group of 6 or 8 companies—we are part 
of a group—and our group as a whole imports about $150 million, 
mostly coffee, cocoa beans. 

Mr. Stupson. There is no duty on those items ? 

Mr. Brummer. There is no duty on those items, no. 

Mr. Simpson. What else do you import ? 

Mr. Brummer. We import hides. 
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Mr. Simpson. Do you import wool ? 

Mr. Brummer. No; we have not imported any wool of late. Those 
are the main items which we are importing. We are importing spices. 
There is no duty on that. We are importing burlap from India. 

Mr. Simpson. It is your contention then that regardless of the eco- 
nomic consequences here at home, regardless of what this committee 
should find those economic conditions to be, and the responsibility 
for the importation of oil as a cause for those dire economic conse- 
quences, that we should do nothing about it because our ob ligation 
is to maintain the prosperity of Venezuela. 

Mr. Brummer. I feel that before making a decision, the special 
position of Venezuela should be studied very carefully, and that per- 
haps some compromise may be worked out. 

Mr. Srupson. You mean that you suggest a compromise ? 

Mr. Brummer. I am in favor of imports to continue in the same 
manner as they have been during the past year. If that were impos- 
sible, then I would be in favor of a compromise. 

Mr. Simpson. Thank you, sir. That is what the committee is check- 
ing into now, that is, the imports remain where they are unless it is 
proved that there is serious damage to the American industry. Then 
if I understand what you last said, you would favor the committee to 
do what is wise; is that right? Would you favor protecting the 
American workingman 4 

Mr. Brummer. I would favor protecting the American working- 
ian. 

Mr. Simpson. Surely you would. 

Mr. Brum™er. There is one type of workingman who works for 
a manufacturer who exports, and there is another one who works for 
an oil company. 

Mr. Simpson. That is right. 

Mr. Brummer. I feel that there are many more men engaged in 
exports or in the manufacture of or transport of goods being exported 
than men engaged in the oil business. I think that should be care- 
fully weighed. 

Mr. Suwpson. Do you know any American manufacturers who 
would rather manufacture here and ship their goods outside of the 
country to sell if they could sell them here ? 

Mr. Brummer. I feel that most American manufacturers would 
like to export because by exporting their cost of production would be 
lowered, and they would at the same time be enabled to make the goods 
available to the American public at a lower price. 

Mr. Simpson. You do not mean that they would rather have the 
export market than a domestic market? They want them both. 

Mr. Brummer. That depends upon the particular manufacturer. 
I would say generally speaking the American manufacturer would 
like to export if he could. 

Mr. Stmpson. He wants to satisfy his domestic market first, and 
ship his extras abroad. Is not that the general practice? At least 
that is what we are told. . 

(No response. ) 

Mr. Sumpson. Is there any question in your mind about that, that 
most American manufacturers anticipate the American market and 
then if they have surplus they ship.abroad ? 
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Mr. Brummer. No; that is not necessarily so. I would say that 
there are manufacturers who think very much of export when start- 
ng a business. I mean who do not only export just because they have 
satisfied the domestic market, and then try to find a market for their 
-urplus. 

Mr. Simpson. I maintain that most American manufacturers prefer 
to sell goods at home to shipping abroad for sale. To them I say we 
do not help conditions if we create unemployment in this country in 
any substantial manner and provide jobs in Venezuela or elsewhere 
in lieu of these men who are working here. I would prefer to take 
care of the people here who are out of work. 

Mr. Brummer. I still contend that there would be much more un- 
employment if we could not export, just because we refuse to import. 

Mr. Simpson. Of course, if the American workingmen in the coal 
mines and textile mills had jobs, they would buy the products which 
are now shipped to other countries. That is my point. They can- 
not buy them if they do not have jobs. There are many thousands 
n Pennsylvania who are out of work, and are under relief or receiving 
unemployment benefits at the present time, whereas the men who are 
producing that which put them out of work in Venezuela are getting 
higher wages than these American workingmen used to get. 

Mr. Brummer. Aside from the factors we discussed, it is also a fact, 

it not, that during the war it was very necessary for us to have 
Venezuela’s oil. 

Mr. Simpson. Surely. 

Mr. Brummer. Because we needed the oil. It may be that tomorros 
or 2 years from now we may be in the same position. 

Mr. Simpson. Right when we needed it during the war we could not 
get it because the tankers were not hauling it. Surely you remember 
those ds Lys. 

Mr. Brummer. The point I am making is that if you now shut 
off imports of oil from Venezuela and 3 or 4 years from now when you 
need the oil urgently and you want the oil and much of it, then you 

annot have it. If you have a continuous flow of oil now, and the 
oil companies continue boring new wells, then later on if you need 
the oil you have it when you need it. 

Mr. Simpson. It has been testified here by the people that do the 
drilling, the independent producers in this country, that they are 
not able to search out new wells nearly as rapidly as the National 
Defense Council has recommended-—55,000 new holes in the current 
vear. They are 10,000 or 12,000 behind that rate. One reason is 
because of imports which are scaring the industry in part and causing 
them to go easy, indicating that we are placing our dependency upon 
large reserves of oil in Venezuela, and other countries, with the result 
that we are not bringing up our domestic production as we should. 

War came in 1942, and we did not get the oil from Venezuela. We 
had to depend on the American producer, and I want to keep his 
source substantial. 

Mr. BrumMMer. Supposing you have another war and if you drilled 
more and more wells in the United States, and those wells are destroyed 
or to some extent destroyed, would it not be a good thing to have 
another supply, and to have a good supply of oil from a country such 
as Venezuela / 
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Mr. Srupson. It does not do us any good in the ground in Venezuela, 
We have to have it right here until we get our tankers built up so 
we can haul it. We could not do that in 1942, as you well remember. 

Mr. Brummer. If you make this Simpson bill a law, then it will 
definitely result in one thing, that the production or the boring of oil 
wells in’ Venezuela will be curtailed and the construction of tankers 
will be curtailed. So you would be working against our interests 
in case of another war. 

Mr. Srapson. If it is a case of curtailing production of new oil 
wells and curtailing exploration and examination for new sources as 
between reducing that exploratory work in Venezuela and in the 
United States, I will choose in the interest of national defense to have 
the curtailing done in Venezuela, and not in the United States. 

That is all I have, Mr. Chairman. 

The Cuarrman. Thank you for your appearance and the informa- 
tion you have given the c ommittee. 

Mr. Brummer. Thank you, sir. 

The Cuarrman. The next witness is Mr. Richard B. Kline, president 
of Burke Steel Co., Rochester, N. Y. 


STATEMENT OF RICHARD B. KLINE, PRESIDENT, BURKE STEEL 
CO., ROCHESTER, N. Y. 


Mr. Kurne. Mr, Chairman and members of the committee, I am 
eT B. Kline, president and general manager of the Burke Steel 
Inc.. of Rochester, N. Y. before commencing my statement, | 
Saal | like to express my appreciation for the opportunity to appear 
here today and give my thanks to God that I live in a country where 
a private businessman and private citizen can so appear 

We are manufacturers of open hammer forgings. We employ ap- 
proximately 65 people of which approximately 52 are directly de- 
pendent upon our forging activity for their livelihood. 

We supply high-quality forgings for heavy-duty applications to 
manufac turing firms of all sizes throughout the eastern United States. 
In 1952, 37 percent of our forge production was for direct military 
purposes an over 99 percent was for defense or defense supporting 
activities. 

We are totally opposed to H. R. 4294, known as the Simpson bill, 
or to any other legislation proposed or which may be proposed which 
would serve to impose any duty or tax or otherwise hamper the import 
of crude oil or of residual fuel oil. The reasons for our opposition 
to such proposed legislation are as follows: 

First, however, let me state that I do not represent myself as an 
authority on the domestic and international oil and fuel markets. 
Nevertheless, I have had some considerable experience with the fuel 
problems of our own company. Several years ago we had plans to 
install residual fuel oil burning equipment in our plant. Our plan 
was to replace an obsolete system burning soft coal and No. 2 fuel oil 
in our boiler and No. 2 fuel oil in our forging furnaces with a modern 
and efficient system burning residual fuel oil throughout. The sup- 
ply of residual fuel oil, at that time was so limited, however, that we 
were unable to locate a source of either domestic or imported residual 
fuel oil on which we could depend sufficiently for our supply to 
justify the installation. 
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Since that time we have invested approximately $85,000 in residual 
fuel oil burning equipment and are using residual oil. At the present 
time we are consuming it at the rate of 576,000 gallons annually. 
Residual oil is now relatively available in the Rochester area. But 
we can assure you that it still is a very difficult matter to obtain a 
reliable and guaranteed source of oil to our specifications. 

The supply of residual oil in the eastern United States in recent 
vears has consisted of a m: ijor portion from domestic sources and a 
substantial, but minor portion, from foreign sources. To us who 
have experienced a tight supply situation, the prospect of duties or 
other restrictions on imported residual fuel oil looms as disastrous. 
We are convinced that, were such duties to be levied or such restric- 
tions to be imposed, the price of residual fuel oil would rise, and rise 
sharply. In fact, we believe that the purpose of the proposed duties 
and restrictions is to create an artificially elevated price for the dis- 
criminatory benefit of some oil producers who have no foreign sources 
and for the benefit of some interested in soft-coal production. 

Increase in the price of residual fuel oil would mean directly in- 
creased operating costs to us. We as forging producers are in an 
intensely competitive business. We must compete against many other 
forging plants whose fuel costs, because of their geographical location, 
are substantially lower than ours. In the face of highly competitive 
conditions, each increase in operating costs compresses the area of 
revenue available for the payment of our employees. Would you gen- 
tlemen favor legislation that would tend to reduce the relative earn- 
ings of the American working person in our plant and in others? 
Of course, you would not. 

Let us assume for a moment, on the other hand, that we would be 
able to pass increased fuel costs on to our customers as increased 
prices. Who then would pay? The individual citizen by way of 
increased taxes to meet increased costs of defense items and of goods 
for his own consumption. 

In the face of increased residual fuel-oil costs, could we use other 
fuels? By extensive and expensive changes to our burners, we could 
consume the reformed natural gas available in this area. On a com- 
parative basis, our cost on this gas would be 51.9 percesit more. With 
less extensive and less expensive changes we could consume No. 2 fuel 
oil. Ona comparative basis, our cost on this oil would be 44.2 percent 
more. Could we burn soft coal? We cannot possibly fire our forge 
furnaces on soft coal. By very elaborate and costly changes, we 
could burn soft coal in our steam generating equipment. On a com- 
parative basis soft coal is 40 percent cheaper for us than residual oil. 
Because of technological considerations having to do with the small 
size of our steam generating plant, however, we could not realize this 
saving. In fact, with soft coal, our steam generating costs would 
rise 50 to 80 percent. 

We might remark finally that there has been great concern expressed 
in recent years over depletion of this country’s in the ground oil. If 
there is any basis in fact for this concern, then let us “deple te the oil 
resources and reserves of other countries, not our own. To restrict 
oil imports under such circumstances would be a step toward na- 
tional suicide and an act little short of criminal. 

The CuatrMan. Does that conclude your statement ? 

Mr. Kuine. Yes, sir. 

2604—53 91 
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The CuHamman. We certainly thank you for your appearance and 
the information that you have given to the committee. Are there 
any questions ? 

Mr. Stmpson. Mr. Chairman. 

The CHarrman. Mr. Simpson will inquire. 

Mr. Stupson. Mr. Kline, is it fair to say that your argument in 
your statement today is based almost entirely upon your company’s 
personal position and desire to use residual oil. 

Mr. Kune. Yes, sir. I am appearing today as the chief managing 
officer of a small business firm, and the statement I have presented has 
to do only with the aspects of our own business operation. 

Mr. Stmpson. The successful operation of your own business at the 
cheapest possible rate. 

Mr. Kurne. That is correct, sir. 

Mr. Simpson. You manufacture heavy forgings; is that right? 

Mr. Kune. Forgings of all sizes, sir, for heavy industry. 

Mr. Simpson. Of course, you nivatect ite that you have tariff pro- 
tection on every one of those, 121% to 25 percent protec tion against the 
producer who uses cheap labor abroad from manufacturing and ship- 
ping those things into this country in competition with your business. 

You say you want the cheapest oil possible, or at least you imply 
that. I ask you whether you believe in free trade to the extent that 
you would give up the tariff protection you have for the goods which 
you manufacture. 

Mr. Kuine. I do not believe, sir, that the facet of foreign competi- 
tion on the type of forgings we produce because of the rapid delivery 
required by our customers and the detailed collaboration between our 
customers and ourselves by telephone or personal conversation is 
such that we are concerned with foreign producers. 

Mr. Simpson. Are you in favor of having that tariff removed? 

Mr. Kune. I am not at all familiar with it. 

Mr. Srmpson. Are you familiar at all that right now from the 
Benelux countries they are shipping in pulleys of all sizes and having 
them sent into this country drilled to size on order, and their prices 
delivered are away below the prices that the American manufacturer 
must have for them? 

Mr. Ktinr. What items are they, sir? 

Mr. Srwpson. They ship them in here and a man orders one and 
it is bored to size inthis country. That is all that is done here. 

Mr. Kurnr. I don’t understand what product you are talking about, 
sir. 

Mr. Srwpson. I am talking about pulleys. 

Mr. Kune. No, sir, I am not familiar with that whatsoever. 

Mr. Stmpson. That is a fact. It is competitive and there is some 
tariff protection in that area, but I am told not enough. 

Do I understand you would not object if the tariff were removed 
on forgings? 

Mr. Kure. Sir, I am not familiar with that, but it has not been our 
experience, because of the nature in which we operate, the rapid 
delivery we give, the close relation we have with our customers, all 
of the forgings being made to the customer’s individual order, that 
we have an effective operating radius of only a few hundred miles, 
and we do not consider prospective foreign competition of this par- 
ticular type of forging to be a factor. 
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Mr. Simpson. That might be an area insofar as you are concerned 
where we could do more reciprocal trading and take the duty off there. 

Mr. Kuine. That may be so, but I am not familiar with that 
tuation. 

Mr. Smmpson. Would you agree with me that if it turns out that 
your industry does need protection with respect to forgings that 
you would not want the tariff reduced ¢ 

Mr. Kune. Again, sir, I would want very much to analyze the 
situation very carefully on the basis of the facts. 

Mr. Stmwpson. This should not require analysis. Would you want 
to be put out of business because of foreign competition ¢ 

Mr. Kure. I am at a loss to answer that, si 

Mr. Simpson. That seems so easy. 

Mr. Kune. I doubt very seriously that that situation could arise. 

Mr. Stmpson. It is arising in the textile business. It has arisen in 
the bicycle business. Your own company, Bausch & Lomb in Roches 
ter, were in here making one of the strongest pleas of all for tariff pro 
tection and they employ many hundreds ‘of people in Rochester. 

Mr. Kurnr. Yes, sir. 

Mr. Stmpson. They made an effective plea for relief from foreign 
‘ompetition. You do not question their veracity or judgment ; do you? 

Mr. Kuine. No, sir. But I do believe their situation is entirely dif- 
ferent from ours. I am very familiar with their position. As a 
matter of fact, they are one of our substantial customers. 

Mr. Stmpson. You are on opposite sides here. 

Mr. Kurne. Yes, sir. 

Mr. Simpson. And you are thinking only of your own company and 
they were thinking about national defense, which was the principal 
argument they made, that they are being put out of that line of their 
business which makes binoculars and precision instruments of all sorts 
because of competition from Japan and parts of Europe, Italy in 
particular, where the delivered price in the United States is one-third 
to one-half of what they can do up there. Their high-salaried tech- 
nicians and specialists are forced into other lines of work. The Vv say 
the only possible salvation for that industry is through tariff protec- 
tion. If we are going to have a tariff to protect them, we have to 
protect other interested groups in this country. 

Mr. Kune. Sir, from what little I know of the situation you just 
described, I would want very closely before forming my own opinion 
to check into their efficiency of production before assessing their posi- 
tion to foreign competition exclusively. However, I am here as I have 
explained speaking only of our particular business, and I am not 
qualified nor familiar with these other situations. 

Mr. Simpson. They are accepted worldwide as a very efficient and 
capable manufacturing company. I am sure you agree with that, 
do you not ¢ 

Mr. Kune. I would prefer not to make any statement, sir. I am 
not familiar with their internal operation. 

Mr. Smmpson. I am sure you do not disagree that they are a great 
and fine company. 

Mr. Kurne. They certainly are, sir. 

Mr. Stwpson. They are one of your good customers, and I want 
them to remain that, and they will, because you give them good service. 
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I am not criticizing you appearing here to protect your own business. 
I just want to point out the other side. We c annot always protect 
and give everybody the cheapest possible fuel if it means the break- 
down of the economy of another segment of the country. 

That is all I have, Mr. Chairman. 

The Cuarrman. Are there any other questions? If not, we thank 
you for your appearance, and the information you have given to the 
committee. 

Mr. Kurne. Thank you. 

The Cuairman. The next witness is Mr. George De Sola, of De Sola 
Bros., Inc., New York City. 

Will you give your name and the capacity in which you appear? 
We will be very glad to hear from you. 


STATEMENT OF GEORGE DE SOLA, VICE PRESIDENT, DE SOLA 
BROS., INC., NEW YORK, N. Y. 


Mr. De Soia. I am George De Sola, vice president of De Sola Bros., 
Inc., an export and import firm doing business in New York City, and 
doing our entire export business w ith Latin America. We are here t 

resent our views and position on H. R. 4294, known as the olen 
an 

First of all, we would like to talk on the importance of Venezuela to 
De Sola Bros., Inc. 

(a) We are among the oldest of United States exporters to Vene 
zuela as we are in our 51st year of consistently cordial business relations 
with that country. 

(6) Venezuela has always represented our largest single market and 
currently accounts for approximately 75 percent of our business. 

(c) At some time or other during these many years of export experi- 
ence, we have shipped to Venezuela practically everything grown or 
manufactured in the United States, with the sole exception of textiles. 

(zd) Our exports to Venezuela for the year 1952 were divided as 
follows: 

Foodstuffs, perishable, 10 percent ; fresh fruits and vegetables, 7 per- 
cent ; other perishables, 3 percent. 

Foodstuffs, nonperishable, 10.6 percent. 

Household products, 16.2 percent; other than paper, 9 percent: 
paper, ¢.2 percent. 

Home furnishings, 2.7 percent. 

industrial products, 45.2 percent ; equipment and machinery, exclud- 
ing electrical, 38.4 percent; electrical equipment and machinery, 3.5 
percent ; office equipment, 1.3 percent. 

Industrial raw materials, 13.1 percent; chemicals, 9.1 percent; lubri- 
cating oils and greases, 2.2 percent; other raw materials, 1.8 percent. 

Miscellaneous e xports, 4.2 percent, for a total of 100 percent. 

Apples were the outstanding item in this group. This was also true 
of the previous 4 or 5 years during which the United States at times 
faced the problem of disposing of bumpe rapple crops. It is interest- 
ing to recall that Venezuela was never given an apple subsidy, although 
such subsidies (a burden on American taxpayers) were given to every 
other Latin American country as well as to several European countries. 

Other fresh fruits exported by us were grapes, pears, cherries, and 
plums. Fresh vegetables were almost e ntirely lettuce and celery. 
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During the last few years we have also shipped a considerable ton- 
nage of potatoes (none in 1952) which helped dispose of the United 
States surplus. 

2. Interest of the Venezuelan economy in H. R. 4294: (a@) Over 
90 percent of Venezuela’s dollar exchange comes from oil production. 

(6) Since 97 percent of United States imports of residual oil comes 
from Venezuela, the restrictive provisions of H. R, 4294 on these im- 
ports will fall almost wholly on Venezuela 

(c) Since 60 percent of United States imports of crude petroleum 
and refined petroleum products come from Venezuela, the restrictive 
provisions of H. R, 4294 on these imports also will primarily affect 
Venezuela. 

(zd) Loss of the United States market for her oil production would 
force Venezuela to sell in other markets, and consequently buy in such 
other markets. 

3. Importance of Venezuela to the United States economy: (a) 
Venezuela is one of the very few countries throughout the world that 
has no foreign exchange control, does not block the export of either 
capital or profits, and has practically no restrictions on foreign trade. 
As such it is one of the most attractive and profitable export markets 
of the United States. 

(6) Venezuela is one of the very few countries that has neither asked 
for nor received financial help from the United States. 

(c) In 1952 United States exports to Venezuela totaled $500 million, 
while United States imports from Venezuela came to $396 million, a 
favorable balance of trade to the United States of $104 million (U.S. 
Department of Commerce). 

In 1952, the 20 Latin American Republics bought a total of $3,477 
million of United States products and sold to the United States a total 
of $3,410 million, a favorable balance of trade to the United States of 
$67 million (U.S. Department of Commerce. ). 

Subtracting $67 million from $104 million shows that with the 19 
Latin American Republics (excluding Venezuela) we had a total un- 
favorable balance of trade of $37 million. Our Venezuelan trade 
changed the picture to a favorable balance. 

(d) A varied and large group of American processors and manu- 
facturers is involved in the United States trade with Venezuela. The 
United States Department of Commerce reports that among Vene- 
zuelan imports from the United States during 1952 are found: 


$202,900,000 worth of machinery and vehicles, 
$77,900,000 worth of metals and manufactures. 
$67,600,000 worth of foodstuffs. 

$37,800,000 worth of textiles fibers and manufactures. 
$35,600,000 worth of chemicals and related products. 


$19,000,000 worth of wood and paper. 
$13,400,000 worth of vegetable products (inedible). 
(e) In the 11 years from 1938 to 1949 total Venezuela imports in- 
creased 750 percent, from $92 million in 1938 to $698 million in 1949. 
Venezuela’s imports from the United States in 1949 amounted to $518 
million, almost 75 percent of her total imports for that year. This 
expenditure made Venezuela the foremost purchaser of United States 
goods in Latin America and, on a cash basis, the second largest in the 
world, excluding ECA financial purchases by Great Britain and 
Western Germany (the President’s Materials Policy Commission, 
1952, vol. V, Resources for Freedom, p. 101). 
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(7) In the 3 years 1950 to 1952, inclusive, Venezuela pure hased al 
most $114 billion worth of products from the United States. These 


products ‘came directly from 29 of our 48 States. 


In all probability 
The following figures, 


practically every State benefited indirectly. 
translated from bolivares into dollars are taken from bulletin No. 85, 
dated April 1953, issued by the Venezuelan Chamber of Commerce of 


the United States. 


Type of product 
Machinery, instruments, and apparatus 
Foodstuffs and beverages 
Metals and metal products 
Textiles : . : 
Industrial chemicals - : : iat 
Minerals, glass, and china 
Lumber, paper, and cartons 4 


Vegetables and their industrial produc ts, exc luding cigarettes___ 


Cigarettes —- ond — 
Animals and their industrial produc ts 
Miscellaneous 


Imports, 1950 to 

1952, inclusive 
‘ _ $501, 597, 000 
dinthaebhd — "220, 67 71, 000 
199, 599, 000 
100, O86, 000 
89, 487, 000 
: 48, 936, 000 
dian tieat 36, 495, 000 
16, 017, 000 
12, 033, 000 
3, 066, 000 
73, 167, 000 


Merchandise enter ing Venezue la free of duty. bie 118, 662, 000 


Total imports from United States, 1950—52, inclusive__ . 1, 419, 816, 000 


(g) The loss of dollar exchange to Venezuela implicit in the oil 
import restrictions of the Simpson bill would be disastrous to the trade 
between these two sister Republics of the Western Hemisphere. In the 
United States it is not only the export and import firms, the steam- 
ship lines and the railroads that would suffer. Also affected would 
be the farmers who grow the foodstuffs, the food processors, the wage 

earners and stockholders in the m: iny industries which make the w ide 
variety of goods involved in our trade with Venezuela. 

(A) Curtailment of Venezuelan oil imports would be felt as well 
by many United States businesses and consumers who have no direct 
interest in international trade as such. These are the businesses 
that use heavy fuel oil for heat and power. Fuel prices would rise 
and in turn affect the costs of many goods and services to the general 
consumer. This ultimate consumer, if he uses oil to heat his home, 
would also have to pay more. 

4. Importance of Venezuela to United States defense: Venezuela 
and Venezeuelan oil is of prime importance to the defense of the 
United States. 

(a) Venezuela is our most dependable source for outside oil par- 
ticularly in the present state of political unrest throughout the world. 

(6) Venezuelan oil played a vital role in our operations during 
World War II, and must be retained as a valuable reserve for our 
Armed Forces. 

(c) Venezuela is close to us geographically, and as such an all- 
important link in Western Hemisphere defense. 

(d) Venezuela, ever since her birth as a republic in 1821 under the 
glorious leadership of Simon Bolivar, has been as one with the United 
States in her steadfast adherence to the ideals of freedom, private 
enterprise, and international probity. 

(e) Any step we take that would harm the economic strength of 
Venezuela will be disturbing to all other nations friendly to the United 
States, not only in Latin America, but throughout the world. 


spat this entire presentation of our views in opposition 
294 we have limited ourselves to the effects that the oil import 


to H.R. 
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restrictions will have upon Venezuela and the United States. We 
leave to others, who are better qualified, to state the case against other 
import restrictions that are part of the Simpson bill. 

The Cuatrman. Does that conclude your remarks, Mr. DeSola? 

Mr. DeSoua. It does, sir. 

The Cuairman. Thank you for your appearance and the informa- 
tion you have given to the committee. 

Are there any questions? The Chair hears none, so we thank you 
again. 

Mr. Sapiax. Mr. Chairman, at this point I would like to ask unani- 
mous consent to insert a letter from the United Aircraft Export Corp., 
of East Hartford, Conn., in compliance with their request which 
they would like to make part of this hearing. 

The Cuarrman. Without objection, it is so ordered. 

(The letter is as follows:) 

UNITED AIRCRAFT Export Corp., 
East Hartford, Conn., May 7, 1958. 
Hon. ANTONI N, SADLAK, 
Ways and Means Committee, 
House of Representatives, Washington, D. C. 

DEAR CONGRESSMAN SapLAk: This corporation is the foreign sales outlet for 
the several manufacturing divisions of United Aircraft Corp., whose products 
consist of Pratt & Whitney aircraft engines, Hamilton standard propellers and 
aircraft accessories, Sikorsky helicopters, and Chance Vought aircraft. As such, 
we are vitally concerned with the creation and maintenance of firm markets for 
sales of these products in all foreign countries. To that end, we consider it 
essential that dollar earning countries be permitted by all reasonable means to 
continue to be in a position to offer their goods in the United States market and 
thus to continue to earn dollars. 

It is our understanding that H. R. 4294, which would make broad changes in 
the Trade Agreements Act, provides, among other things, for a limitation in the 
importation into the United States of crude oil and fuel oil. The proposed bill 
would limit the importation of crude oil in any calendar quarter to 10 percent 
and fuel oil to 5 percent of the domestic demand during the corresponding 
quarter of the previous year. Obviously, this limitation would drastically 
curtail the dollar earning capabilities of countries exporting oil, with the result 
that in our particular business it would become very difficult for those countries 
to continue to purchase aeronautical equipment of United States manufacture. 
We therefore urge the nonapproval of H. R. 4294 and the extension of the 
present Trade Agrements Act without amendment. 

We request that this letter be made a part of the record of procedings of your 
committee on this bill. 

Very truly yours, 
J. M. Barr, President. 

The CuatmrmMan. The next witness is Mr. George Seybolt, William 
Underwood Co., Watertown, Mass. We are glad to see you, Mr. 
Seybolt. If you will just give your name and the capacity in which 
you appear for the record, we will be very glad to hear you. 


STATEMENT OF GEORGE C. SEYBOLT, SECRETARY, WILLIAM 
UNDERWOOD CO., WATERTOWN, MASS. 


Mr. Srysour. My name is George C. Seybolt, a general executive 
and secretary of the William Underwood Co., of Watertown, Mass. 
We are a small company by the standards of our industry, and in- 
dustry generally. We are here to suggest specific possibilities of the 
results if the Simpson bill were enacted. 

No philosophy or broad course of action will be outlined. We op- 
erate 1 cannery in Massachusetts and 2 in the State of Maine, and we 
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oppose the action contemplated in section 13 of H. R. 4294 in restrict- 
ing the importation of crude petroleum and residual fuel oil. The 
examination of the import figures into the United States of these 
materials makes it apparent that a reduction would sharply restrict 
the dollar income of Venezuela. The resulting shortage of United 
States currency would undoubtedly serve to reduce the purchases of 
United States goods 

This company has been doing business in Venezuela for many years, 
believed to be in excess of 50, the principal item being canned meat. 
A large demand has been built up for this product which in turn is 99 
percent the product of American labor, farms, and factory. We have 
invested many thousands of dollars to develop this market over the 
years and have enjoyed excellent commercial relations in all respects. 

In 1952, the trade of William Underwood Co. with Venezuela alone 
was equivalent to 16 percent of the company’s gross canned meats 
business and 15 percent of its profits before taxes. 

To state the fact another way, the product of the United States 
and shipped to Venezuela for sale in that country represented the 
following in 1952 

(a) The hams of 15,000 hogs, all purchased from United States 
farms. 

(4) Approximately 7 weeks plant time or 1,750 man-days utilized 
solely in the production, in our plants, of product. This does not 
include the number of man-days expended in producing cans, ship 
ping papers, labels, spices, or on transportation. 

(c) The portion of William Underwood Co. taxes equitably as 
signed to the product shipped solely to Venezuela (including income 
ind real estate taxes) amounts to $72,000. 

Further, we believe that enactment of section 13 would mean an in- 
crease in our fuel costs. If increased, these costs would have to be 
passed on to the United States consumers on the food products of our 
three canneries. 

The above figures apply to 1952. 

We have not attempted to total the figures of this trade in the 
many years we have done business with Venezuela, nor could we 
project this total. Unhampered by restriction we would anticipate 
further increases and would plan to make further investments in de- 
veloping this market. 

Summarizing, we feel that favorable consideration of section 13 
of H. R. 4294 will work a hardship on this company, its employees, 
its customers, and finally, consumers, and wish to be recorded as 
strongly oppose od to it. 

The Crarrman. We thank you for your very fine statement. I 
wish to ask one question because you can probably answer it and I 
could not. 

Only a few years ago before Poland was taken over by Russia they 
were shipping fine hams here in containers and they were coming in 
quite a volume. Did those compete with your hams here to any serious 
degree ? 

Mr. Sersort. No, sir, and we never used them either. Our pro- 
duction has always been from American farms. It was a different 
product. 

The CHarrman. What I mean is that they were coming into the 
market. 
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Mr. Srypour. Yes, sit 

The CuarrMan. I wondered if they made any inroads during the 
time they were shipped here. 

Mr. Seysoir. Our product would not be competitive with it, sir. 
TJ hose were big hams and sold as such. We make primarily a product 
called deviled ham, which is a minced ham with spice. 

T he CHAtRMAN, I am quite familiar with that. 

Mr. Srerzoir. They are not competitive in the consumer's mind. 

The CuHatmrMan. I see. Thank you very much for your statement. 

Mr. Sadlak will inquire. 

Mr. Sapiak. Is it not a fact, Mr. Seybolt, that the hams to which 
Mr. Reed alludes were canned in toto, but the hams which you use, as 
| remember the products—my wife used to send some of these Under 
wood products to me in the Pacific—the »y were in the little cans—and 
they were minced. 

Mr. Srynour. That is right. 

Mr. SapitaKk. And they are not competitive, as you say. 

Mr. Sryrour. That is right. I do not think an American canner 
with a branded line of goods which he backs with consumer advertis- 
ing has to worry too muc ‘h about imports. T have no philasaphy an 
free trade I am too busy doing other things. But I do not think 
we would have to worry if they did come in. 

Mr. Saptax. I know your product is very good, but I never could 
understand why you chose the emblem to display your products. 

Mr. Srrnorr. We are perhaps the oldest canner in the United States, 
and perhaps the first. We go back to 1822, and before that. Some 
time back around 1850, Mr. Underwood chose that particular thing 
to emphasize the fact that it was deviled ham. ‘The label was much 
more fiery in those years. It has been simplified. In the past the 
devil \ vas coming out of hell itself. 

The Cuarrman. Noticing this ei nblem, I was quite surprised this 
last vear in voiIng through Spain 1 in one of the nore of Madrid. they 
erected a very beautiful monument in honor of the devil. 

Mr. Srersour. I do not think we contributed to it. sir. 

Mr. Saptax. Of course, Mr. Chairman, the product we associate 
with Underwood in Connecticut is that very fine product, the type- 
writer. 

Mr. Sryrour. We sometimes get confused for photographers, too, 
sIr. 

Mr. Saptax. I appreciate your enlightening explanation, Mr. Sey- 
bolt. 

Mr. Sersoir. Thank you. 

The CHatrman. Mr. Eberharter will inquire. 

Mr. Esertiartrer. Do you have a sales force in South America? 

Mr. Srrsoir. No; we sell entirely through an export broker in New 
York who not only handles our item, but a great number of other items. 
We sell not only in Venezuela but in other South American countries. 
We have an operation in Argentina, as a matter of fact, but that is not 
doing very well at the present moment. 

Mr. Eseruarrer. You do not have a factory ? 

Mr. Sersoir. We manufacture in Argentina. Since World War IT 
it has not been a very profitable or very interesting operation under 
the conditions down there. 
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Mr. Esernarrer. Thank you. 

The Cuairman. Thank you very much for your testimony, Mr. 
Seybolt. 

Mr. Seysoir. Thank you, sir. 

The Cuairman. The next witness is Mr. Harry B. Hilts, secretary, 
Atlantic Coast Oil Conference, Inc., of New York City. 


STATEMENT OF HARRY B. HILTS, SECRETARY, ATLANTIC COAST 
OIL CONFERENCE, INC., NEW YORK, N. Y. 


Mr. Hitrs. My name is Harry B. Hilts. I am secretary of the 
Atlantic Coast Oil Conference, 122 East 42d Street, New York 17, 
K.H 

Members of the conference are small-business men who distribute 
and market gasoline, heating oils, and other petroleum products in 
the States of the Atlantic seaboard from Virginia north to and in- 
cluding New Hampshire. 

We are opposed to the restrictions on the importation of crude oil 
and products as proposed in H. R. 4294 for the following reasons: 

The Simpson bill would create an unnecessary artificial shortage 
of petroleum products along the eastern seaboard which would in- 
crease prices. According to the 1950 United States census of housing 
there are approximately 17 million heated dwellings in the 17 Eastern 
States and the District of Columbia, of which approximately 5,300,000 
are heated by petroleum. All of these 17 million consumers would 
have to pay more to heat their homes if import restrictions were 
placed on petroleum. Since competition among fuels tends to main- 
tain a parity between the prices of coal and oil, it follows that coal 
users would also be forced to assume higher heating costs as oil 
prices increased. 

So that you may have some understanding of what a shortage of 
residual fuel oil would do to the price consumers pay for this type 
of oil, let me quote a few prices from Platt’s Oil Price Handbooks for 
1947 and 1948 during which a shortage of the supply of this product 
occurred. All prices quoted are for New York Harbor. 

In January 1947 the price of residual fuel oil was $1.92 per barrel. 
It increased to a high of $3.57 per barrel on June 25, 1948. As supply 
caught up with demand the price receded toward its normal level and 
presently is $2.10 per barrel. 

During the 1947-48 shortage of residual fuel oil, prices increased 
86 percent, reaching their peak in the month of June which is a month 
of low demand. Since the Simpson bill would reduce supply by some 
310,000 barrels a day for the east-coast area, creating a shortage of 
much greater magnitude than that of 1947-48, it readily can be fore- 
seen that the result of the bill would be record high prices for residual 
at other times of the year when demand would far exceed supply. 

The Simpson bill further would create a hardship on the many 
independent suppliers of residual fuel oil who supply more than 90 
percent of the heating demand for this product. Specially built tank 
wagons are needed to handle this product for it must be delivered 
hot. They also have hundreds of millions of dollars invested in high- 
cost waterfront properties plus costly docking facilities, storage and 
handling equipment. The Simpson bill would jeopardize the invest- 
ment of the independent marketer and would discriminate against 
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him by curtailing his supply which could not be purchased from do- 
mestic sources in quantities sufficient for the demands of his customers. 
To supply the committee with proof that the domestic industry 
ould not supply our demand, I am attaching a copy of a letter writ- 
ten to Mr. M. H. Robineau, president of the Independent Refiners 
\ssociation of America. Mr. Robineau and his group expressed pub 
lic opposition to imports because, he said, residual oil imports were 
ausing domestic oil to back up at the gulf, causing financial loss to 
ndependent refiners. Statistical facts available did not bear out this 
tateme nt. 
The CuamrMan. Without objection, the letter to which you referred 
vill be inserted in the record at this point. 
(The letter is as follows :) 


THE FRONTIER REFINING Co., 
Denver, Colo., March 17, 1958. 
Mr. Harry B. H1xts, 
Secretary, Empire State Petroleum Association, Inc., 
New York 17,N. Y. 

Dear Harry: I just returned from Chicago to find your letter of March 12. 

The refiner in the midcontinent, Michigan, and Rocky Mountain areas, who 
is making any money today is the exception. The president of one of our larger 
integrated independents told me that very few refiners in the midcontinent were 
breaking even before depreciation. The ones that are still showing a profit 
are ones that have exceptionally low crude prices or low water or transportation 
costs, or enjoy some sort of a freight differential over their competitors. 

This is due to the squeeze on the independent refiner’s profit margin. This 
is partly due to increased costs (labor, maintenance, etc.) without a correspond- 
ing increase in product prices, but the major squeeze is due to the severe drop 
in residual fuel oil price without a compensating increase in the prices of other 
products. In the case of our own refinery, this has made a difference of 15 
cents a barrel squeeze on our operating margin because we can receive only 
$1 a barrel today for No. 6 residual as compared with $1.75 per barrel a year ago. 
We run 350,000 barrels a month of crude so this makes a reduction of $52,500 
per month or $630,000 a year. It is obvious that this is a very serious thing 
to Frontier but, by the same token, it is a very serious situation for every refiner, 
independent or otherwise, who refines and therefore purchases more crude oil 
than he produces. 

This situation is caused by many factors but our studies indicate that by 
far the most important factor is the increasing imports of residual fuel oil on 
the east coast. There are many ways this affects our market price but here 
is just one, as an example. Foreign crude oil can be produced for a fraction of 
the cost of domestic crude oil. Wells are larger, labor costs lower, etc. A 
low crude cost results in a low cost for residual fuel oil. As a result, it is to 
the selfish economic advantage of the importing companies, who own their 
foreign crude oil and refineries, to supplant their normal purchases of domestic 
residual. 

This does not back up the residual made by the east-coast refineries in too 
great a quantity but it does back up normal tanker shipments of residual from 
the gulf coast. Gulf-coast refiners are then faced with the necessity of shutting 
down, materially reducing crude runs, or finding new markets. Because of very 
low transportation costs on the river, this surplus residual at the gulf is now 
moving up into the midcontinent and even as far north as Chicago and Minnesota, 
at very low prices because refiners are forced to consider a shutdown alternative 
to low price rather than being able to evaluate the manufacturing cost of their 
product. This immediately backs up residual fuel oil at all midcontinent re- 
fineries that do not have competitive low-cost water transportation. They in 
turn then have to absorb tank-car freight rates to their markets in order to 
keep from shutting down. This results in a very low below cost netback at 
their refineries. This price then becomes the published price for No. 6. We in 
the Rocky Mountains (90 percent of whose market is to the railroads) then have 
to meet this published midcontinent price. This is the way imports of residual 
affect our own operation in Cheyenne or Husky at Cody. 
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Please believe me, Harry, the situation is very serious. Champlin Refining Co. 
is presently shut down, and I am informed that 3 other substantial independents 
are considering shutting down in the next 2 weeks if there is not a change in 
the market I know of no way to correct this situation except by a quota on 
imports of residual fuel oil if the large importing companies do not start showing 
a higher level of industrial statesmanship than at present. 

I recognize the position of jobbing associations such as yours. I understand 
also that there may be times when the actions of these same large companies 
have the effect of squeezing you on your supply. To the extent this occurs, in 
my opinion it is shortsighted industrial statesmanship. There is a happy 
medium. Our efforts, and I hope those of all concerned, must be directed toward 
achieving that happy medium 

Best regards 

Sincerely yours, 


M. H. Ropineav 


MPI STATE PETROLEUM ASSOCIATION, IN¢ 
Vew York, N. Y., March 23 


, 195: 
Mr. M. H. Ropineau, 

The Frontier Refining Co., 

Denver, Colo 

your nice letter of the 17th explaining 
your position on the imports questio! It is not my intention to engage you 
in a letterwriting campaign because I know what a busy person you are. I 
feel, however, that your letter required an answer as there are several implica 
tions which I do not believe can be factually substantiated, such as is contained 
in the following statement: 

“Foreign crude oil can be produced for a fraction of the cost of domestic 
crude oil Wells are larger, labor costs lower, etc. A low crude cost results in 
a low cost for residual fuel oil. As a result, it is to the selfish economic advan 
tage of the importing companies, who own their foreign crude oil and refineries, 
to supplant their normal purchases of domestic residual. This does not back 
up the residual made by the east-coast refineries in too great a quantity but it 
does back up normal tanker shipments of residual from the gulf coast.” 

As you are probably aware, 80 to 90 percent of the tank-wagon sales of 
residual along the eastern seaboard are made by the jobber-distributor. I am 
positive that our people who are cargo operators would be happy to make ar- 
rangements for their supply of residual fuel oil in the American Gulf. It is, 
however, impossible to find a stable and economical source of supply sufficient 
to meet our needs there. In fact, I bave a firm commitment and am authorized 
to inform you, as president of the I. R. A. A., that we will take as many cargos 
of residual as your people can supply at the present price of $1.50 per barrel, 
f. o. b. the American Gulf coast, providing we are allowed the time to arrange 
for bottoms, storage, ete. 

l‘urther, in connection with the above quote, stock reports clearly indicate 
that stocks are not backing up in the gulf. 

Stocks for residual in district No. 3 as of the week ending March 14, 1953, 
were 8,850,000 barrels as compared to 8,853,000 barrels as of March 15, 1952. 
These figures seem to be contrary to the statement quoted above. 

Now as to price, I am sure you are aware that imports of residual are based 
upon the posted price for the product at the gulf so it would make little differ- 
ence to us here where the product originated as tanker rates both from the gulf 
and the Caribbean are approximately the same. Imports are not out of line to 
any great extent insofar as east-coast consumption is concerned. 

It should also be borne in mind that any restriction of residual imports will 
tend to have the effect of not only increasing the residual price but also the price 
of crude. This certainly would be to the disadvantage of the independent refiner. 

We have tried to check your statement as to the amount of supply moving up 
the river to points in district No. 2 to determine the extent to which the ‘state- 
ment you make would apply to the refiners in district No. 2. We have assembled 
the following from B. of M. and OCR figures: 


Dear Bup: Thanks ever so much f 
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New supply 


1950 1951 1952 
District No. 3 } 129, 659, 000 138, 778, 000 132, 495, 000 
District No. 2 91, 818, 000 101, 065, 000 11, 636, 000 
Barge shipments, district No. 3 to district No. 2: Remaining 
in district No. 2 2, 740, 000 3, 352, 000 657, 000 
jarge shipments, district No. 3 to district No. 1: Through dis 
, r 
trict No. 2 2.718, 000 2, 725, OO 2, 135, 000 
Bar h ts, d ( 2 to district No. 1: Or iati 
tri No. 2 1, 239, 000 2 978, 000 3, 718, 000 
lot barge shipme ’ cts Ne I N 9 i 
trict No. 1 3, 957, 000 5. 703, 000 5. 853, 000 
I ent listrict No t trict N 
B i ver 2, 718, 000 2, 725, 000 2, 135, 000 
lanker via coastwis¢ 19, 293, 000 rl 7. (OM 50. 122. 000 
62, 011, 000 63, 102, OUI 61, 257, 000 


The figures on which this information is based are on file in our office and of 
course are available through the B. of M. and OCR to anyone. 

A review of these figures fails to show even a minor stress or strain being 
placed on refiners in districts Nos. 2, 3, and 4 as the result of imports entering 
the eastern seaboard. 

The reason | wrote you, Bud, is that we have constantly watched these move 
ments and could not understand as to how you personally would be affected 
through imports. You gave me the tipoff last year when you and Barney brought 
this matter before NPC and, as stated above, we have watched the movement 
figures very carefully. 

Under the circumstances, as they appear statistically, it is beyond me how your 
zroup could be sold a deal that is being promoted by the independent producer 

nd the coal operators. 

The great increase in consumption of residual along the east coast is mainly 
the result of the increased use of residual by public utilities, a sale in which my 
people share very little. Legislation could of course correct this and the residual 
used by utilities would be replaced by coal, but where would this leave us? How 
would the hotels, apartments, and commercial and industrial accounts that we 
sell get their product? As you undoubtedly know many of the above could not 
use coal even if it were free. They have no way of storing or handling it. Also 
how would coastwise and international shipping which could not use coal under 
uny circumstances get their supply? This also applies to specific industrial uses. 

The answer, Bud, is very simple. The east coast and gulf coast refiners would 
have to supply the market. Further, they would be forced to do so by government. 

If industry had been required to make enough residual fuel oil to have met the 
average daily domestic demand for 1951 (the last complete figures saatneowe) it 
would have had to run an additional 1,292,000 barrels of crude to stills daily, and 
if this figure was adjusted for present day demand it would be much h ner 

If this would be the result of forced legislation, you and I know you cannot 
make residual fuel oil without making the other principal products. With the 
stockpiles of other products that would result I am sure your loss would be much 
vreater than the present 15 cents a barrel you indicate in your letter. It would 
appear to me that the situation as desc ribed above is definite proof that residual 
imports supplement rather than supplant our domestic supply. 

We have always been for the independent refiner and we would like to see 
them build refineries on the east coast. We have gone so far as to promote this 
type of thinking. We would like to help your group in any way we can. 

However, it would appear to me that the IRAA should give another look to this 
problem before getting into the matter any further than you are and before any 
damage is done. 

I hope you will pardon this long letter, Bud. I did not intend to take up your 
time to the extent that I have, but I am sure you will understand our sincere 
interest in the matter and forgive my lengthiness. 

Sincerely, 
Harry B. Hivts, Secretary. 


Mr. Hivrs. I personally obtained bona fide commitments to purchase 
as many cargoes of residual fuel oil as the independent refiners could 
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l pply us at the then published price of $1.50 per barrel f. o. b. the 
American gulf. Mr. Robineau sent wires to his membe sein stating 
our offer. To date we have not received one single offer of oil. The 


only accomplishment coming out of this offer, so far as we can deter- 
mine, was to highlight the condition of the supply situation, because 
within 2 weeks the price of this product increased 10 cents per barrel. 
This indicated that there was no backing up of oil at the gulf and 
in fact the supply was slightly overbalanced by demand. 

We belie ‘ve that this is indisputable evidence that foreign residual 
fuel oil imports supplement and do not supplant our domestic supply. 

Who would gain if the Simpson bill became law insofar as it applies. 
to restricting imports of pe trole um ? 

No one. Certainly not the coal producers. There would be very 
little conversion from oil to coal because in most instances this would 
be impossible and too costly. 

Restrictions of residual fuel oil would leave thousands of schools, 
hospitals, public utilities, apartment houses, stores, bakeries, laundries, 
and all kinds of manufacturers without sufficient supplies of fuel they 
are now using. Natural gas is not in sufficient quantity in the eastern 
seaboard to supply such additional demand. Therefore, the only 
thing they ooh | do would be to turn to a lighter fuel oil, such as 
that used in home heating, at an additional cost to them. With 
the increased demand for this light fuel oil it would increase the 
price, thus affecting homeowners, not only on the eastern seaboard 
but eventually all across the country. The petroleum industry prob 
ably would be forced by the Government to adopt a quota system or 
rationing of supplies. 

I should like neg a my testimony by quoting from a statement 
by Lt. Gen. Ernest Thompson, member of the Texas Railroad 
Commission, before this very committee on March 6, 1951. General 
Thompson, testifying in support of the 2714 percent depletion allow- 
ance, made it quite clear that there was no substitute for oil. He said 
that were it not for the importation of about 1 million barrels of oil 
per day, “rationing of civilian gasoline woul ) be on us today,” and 
that this presents a real prob lem in the supply of oil, come war. In 
fact, he said, it even “presents a real problem to find oil for our rapidly 
expanding peacetime economy even if war is avoided.” 

General Thompson left no doubt in his listeners’ minds that he 
felt the independent producers were doing themselves great harm by 
insisting on reduction of imports, at the very time when they were 
needed to provide the necessary additional reserves. This situation 
has not changed. 

To protect consumers and the small-business man from artificial, 
exorbitantly high fuel prices, we respectfully suggest that the com- 
mittee give consideration to the views we expressed and that the 
Reciprocal Trade Agreements Extension Act be renewed in it present 
form for 1 year. 

I wish to thank the committtee for the privilege of appearing’ before 
them. 

The Cuatrman. We thank you, Mr. Hilts, for your contribution 
and information to the committee on this subject. 

Are there any questions? Mr. Utt of California will inquire. 

Mr. Urr. We have testimony before us to the effect that the Texas 
Railroad Commission, to whom you referred, has cut production in 
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Texas allowable by 200,00 barrels a day. I presume you were aware 
of that? 

Mr. omg Yes, sir. 

Mr. Urr. And perhaps that his testimony along the lines of some 
restric blew on the importation of petroleum might be different today 
than before Texas was forced to close down its 200,000-barrel produc- 
tion per day. I do not know whether you had any comment on it or 
not. 

Mr. Hints. Yes, sir, we understand that. It is our feeling that it 
is easier to cut quickly domestic production than it is your ‘foreign- 
import production. They all follow eventually along the same pat- 
tern. But it is the logistics of imports that take time to get more or 
less in balance with the domestic supply. Because of the Texas Rail- 
road Commission, which has the power to act quickly in Texas, they 
can adjust domestic production faster than the importers can adjust 
imports. But ultimately they both balance out about the same. That 
has been our feeling and our knowledge of it. 

Mr. Urr. And also it is the case, is it not, that if production is cur- 
tailed too much, that it also curtails the exploration for new develop- 
ment in new oilfields ? 

Mr. Hiurs. That has not happened in this country. The discovery 
of oil and the exploration has gone on even in the face of the imports. 
Imports have not in any way curtailed the discovery of new oil in this 
ment in new oilfields / 

Mr. Urr. Imports had not reached the terrific proportions until just 
the past year ortwo. Of course, when there was no curtailment, natu- 
rally the exploration was going on. But if this continued on and 
maybe there were 2 million barrels a day imported, and another mil- 
lio 1 barrels cut down in the United States, it would definitely hinder 
the exploration business in the United States. 

Mr. Hivrs. That has not been the pattern to date. 

Mr. Urr. No, I realize that. 

Mr. Hiirs. You must remember that residual fuel oil is supplement- 
ing the domestic supply. Therefore, a goodly portion of your total 
imports was residual fuel. So the amount of residual fuel oil that 
comes in certainly would not affect the discovery of new oil, because 
it is supplementing a supply we do not make here. 

Mr. Urr. But the importation has curtailed production in Texas at 
the rate of 200,000 barrels a day. 

Mr. Hints. I would not say that was true. I would say that a bad 
winter condition which cut down the demand for light oil forced Texas 
and other refining areas to cut back. If we have a normal gasoline 
season and we get into a normal winter demand for light fuel oils, the 
demand will go far beyond what the reduction was. It is something 
you just cannot adjust overnight. We have to provide for it because 
if the cold season comes along and people want oil, you have to have 
it there. 

Mr. Urr. That is all, Mr. Chairman. 

The Cuarrman. We thank you for your statement. 

Mr. Hints. Thank you, sir. 

The CHatrmMan. The next witness is Mr. Charles A. Lockard, as- 
sistant secretary of the Empire State Petroleum Association, Inc., 
of New York City. 
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We are glad to see you here. If you will give your name and 
ihe capacity in which you appear for the record, we will be delighted 
to hear you. 


STATEMENT OF CHARLES A. LOCKARD, ASSISTANT SECRETARY, 
EMPIRE STATE PETROLEUM ASSOCIATION, INC., NEW YORK, 
ee 


Mr. Locxarp. My name is Charles A. Lockard. I am assistant sec- 
retary of the Empire State Petroleum Association, a trade association 
of petrole um jobbers and distributors in New York State. Our of- 
fices are located at 122 East 42d Street, New York City. 

Our people serve the consumers of petroleum products throughout 
the State of New York. ‘Their businesses have been built and main- 
tained on the basis of a free, competitive economy which gives to the 
consumer the highest quality products at the lowest cost. We ask 
nothing more than the continuance of this system which has made 
possible the position the United States holds ‘today as the industrial 
leader of the world with the highest standard of living that has ever 
hee hn known. 

Legislation now be -_ considered by your committee would extend 
the Reciprocal Trade Agreements Act for 1 year but with it we would 
acquire a quota restriction of crude oil and residual fuel vitally needed 
to serve our customers and maintain an efficient economical fuel for 
our industries. 

Residual fuel oil is used by many diversified interests, including 
municipalities, oceangoing vessels, schools, hospitals, hotels, apartment 
houses, utilities, stores, and many other industrial and commercial in- 
stallations which provide goods and services to the consumer. 

Restriction of imports of residual fuel will place in jeopardy the 
businesses of many of our members and bring higher prices to con 
sumers for the numerous products and services dependent upon the use 
of this fuel. Any attempt to replace imports of this product with 
domestic residual would price it out of the market. It would also 
violently upset the percentage yield of products derived from crude 
oil which has kept pace over the years with the ch: anges in consumer 
demand. 

President Eisenhower has already formally requested Congress to 
extend the Reciprocal Trade Agreements Act for 1 year without 
change. Empire State Petroleum Association is in complete accord 
with this request and strongly opposes any restriction of imports of 
petroleum and its products. 

The attempt by the National Coal Association and other coal groups 
to bolster their position by artificially restricting the use of competi- 
tive fuels denies the right of the customer to ¢ hoose the most economi- 
cal and efficient fuel to serve his function. In other words, the coal 
interests are not willing to enter a free competitive market to sell their 
product but are seeking legislative assistance as a substitute for 
consumer acceptance, 

According to the most recent figures of the coal industry itself, 
pron es fuel oil is replacing a than 5 percent of the bituminous 
‘oal production. This hardly bears out the claims of the coal people 
of the impact that the imports of residual fuel have had on the coal 
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business. The advent of the Diesel locomotive and the domestic oil 
burner has had a far greater effect. For instance, the Association 

American Railroads reports that class I railroads in 1952 spent 
$195.746,000 for bituminous and anthracite coal, a reduction of $81,- 
966,000 compared with 1951. On the other hand, expenditures for 
ciesel fuel oil totaled $261,796,000, an increase of $32,903,000 compared 
to 1951. 

On the home heating front. the Bureau of Mines reports that in 
1935, fuel oils were used for 9.6 percent of all residential uses and for 
commercial space heating and that this increased to 28.2 percent in 
195] During the same period, solid fuels declined from 80.1 percent 
n 1935 to 45 percent in 1951. In other words, the hurt to the coal 
industry has taken place in the home heating field and in the use by 
the railroads of diesel fuel rather than in the use of residual fuel oil. 
The proposed Import restrictions would in no Way reduce the output 

f diesel fuel and home heating oil. The tendency, however, would be 
to increase the price for both of these products. 

To summarize, the coal industry would like to see their competition 
artificially throttled. The independent oil producers have, we believe, 
joined in this move in order to eliminate the price balance that the 
portation of crude oil has furnished. Higher prices for crude oil 
would please the independent producers but it should be borne in 
mind that higher prices for crude will be reflected in higher prices 
for pet roleum products at the consumer level. 

The members of the Empire State Petroleum Association, as mar 
keters serving many thousands of consumers of petroleum products, 
vigorously oppose the imposition of these artificial supports and urge 
your committee to recommend the approval of the President’s request 
for an extension of the Reciprocal Trade Agreements Act without 
change. 

[ thank you very much for this opportunity to appear before you. 

The CHarrMan. Does that conclude your statement ? 

Mr. Locxarp. Yes, sit 

The Cuarrman. We thank you very much, sir, for your appearance. 
Are there any questions?) The Chair hears none. We thank you. 

Mr. Locxarp. Thank you, sir. 

The CaatrMan. The next witness is Mr. Richmond F. Meyers, Mid- 
Hudson Oil Co., Poughkeepsie, N. Y. 

If you will give your name and the capacity in which you appear 
for the record, we will be ve ry glad to hear you. 


STATEMENT OF RICHMOND F. MEYERS, MID-HUDSON OIL CO., 
POUGHKEEPSIE, N. Y. 


Mr. Meyers. I am Richmond F. Meyers, Mid-Hudson Oil Company, 
Poughkeepsie, N. Y. 

Thank you, Mr. Chairman, and the committee, for allowing me the 
privilege of appearing here today. 

The Cuamman. We are very glad to have you. 

Mr. Meyers. I apologize for not having a written statement. Our 
stenographer was sick this week and I did not get around to getting 
it down. I have some notes here. 


32604—53 92 
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We are a small company. We serve an area of about 30 miles 
surrounding Poughkeepsie, which is located on the Hudson River 
halfway between New York City and Albany. 

We started our company in 1935 with two 20,000 horizontal tanks 
for which we gave stock, because we did not have the cash, and a used 
1,800 gallon truck. I remember driving that truck up from New York. 
I bought it at a used-car yard, and the driveshaft fell out as I got to 
Poughkeepsie. 

We started this business to meet what we felt was an obvious de 
mand for what was then considered an acceptable fuel. There was 
real public acceptance, we found, once we got going. At the same 
time, other folks got into the business and grew with us. I know 
one competitor, our principal competitor, was in the coal business for 
50 years and he joined in this oil business, and has been very successful 
at it. 

I cannot help but think that he did not give up his coal business 
without a struggle. Asa matter of fact, I know he did not. 

We did some selling, but the acceptance of oul asa fuel made it easy 
for us. Our chief selling was done merely to get our share of the 
market which was available as against our competitors. 

In the first year we were in business we had a call from away out 
in the country for some No. 4 oil. I had hardly heard of No. 4 oil, 
but I looked into it and found that we could get some and took care 
of that demand for this school. It was a school over in Pawling, N. Y. 

Our No. 4 business grew from there out. ‘Today there are probably 
65 accounts using No. 4 oil in our area. 

As you know, No. 4 oil is one of the residual oils. Four years ago, 
the International Business Machines Co. at its own choice insté illed 
oil-fired equipment to burn No. 6 oil, and I was called in to see if 
[ could supply them. Again I was in new territory. I investigated 
the matter and found out that I could at that time with some maneu 
vering get the oil. T had no facilities, so I went out and got a used 
truck and arranged to haul the oil from a refinery down in Jersey 
direct to the customer. 

It was not long before other industries in our area caught on to 
the economy of the use of No. 6 oil and the potential grew. With 
this potential, we were encouraged to build a storage plant and 
handling facilities in Poughkeepsie. That plant has been in opera- 
tion now for about 2 years. One of our principal competitors did 
the same thing, and he has grown with us. 

In a short space of 4 years since we hauled the first load of bunker 
oil into P a He by truck, there are now 37 consumers of bunker 
oil in our area. Adding the 65 No. 4 accounts and the 37 No. 6 ac 
counts, we have a ‘total of 102 accounts—not all ours, I am including 
the share that our competitors have-—using residual oils in our area. 
These accounts include industries, housing developments, hospitals, 
churches, and a myriad of public institutions. 

Now, the expert testimony to which we have all listened in the last 
2 days convinces me that the enactment of that section of the Simpson 
hill that would restrict importation of residual oil would make it 
difficult for us to obtain needed supplies of both No. 4 and No. 6 oils. 
In turn, this would work a hardship on the consumers of these residual] 
oils. Therefore, I strongly oppose restricting the import of residual 
oils, not only for myself and my competitors, but mostly in behalf of 
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the consumers who depend on this type of oil for efficient operation of 
their heat requirements. 

As an added point, may I state that a number of No. 4 consumers 
were once users of distillate oil and switched to No. 4 because of the 
lower price. Also, many of the folks who were using No. 4 oil 
switched to No. 6 oil for the added price advantage. 

To my knowledge, none of the users of No. 4 or No. 6 can convert 
back to coal or any other fuel without exceedingly high conversion 
costs. Most of them in the last 4 to 10 years have spent high costs in 
converting to oil. 

It seems that the issue, looking at it broadly, is between the coal 
industry versus hundreds of thousands of consumers. I have faith 
that your committee and Congress will recognize this and take the 
appropriate action. 

Three years ago we were threatened by the introduction of natural] 
gas into our area. Many other oil distributors were threatened like- 
wise. Gas cut deeply into the potential market available to us. But 
we feel very strongly that we can handle this problem ourselves at a 
local level without asking for legislative relief. We feel that other 
fuel interests should and could do the same thing. 

Thank you very much, gentlemen, for letting me make this state- 
ment. 

The Cuamman. We certainly thank you very much for your appea 
ince here, and the information you have given to the committee. 

Are there any questions ? 

The Chair hears none, and we thank you again. 

Mr. Meyers. Thank you, sir. 

The CuarrmMan. The next witness is Mr. R. H. L. Becker, managing 
director, Oil Heat Institute of America, Inc., of New York City. 


STATEMENT OF R. H. L. BECKER, MANAGING DIRECTOR, OIL HEAT 
INSTITUTE OF AMERICA, INC., NEW YORK, N. Y. 


Mr. Becker. My name is R. H. L. Becker. As managing director 
of the Oil Heat Institute of America, Inc., 500 Fifth Avenue, New 
York City, [ appear here today in behalf of this national trade associa 
tion which represents all segments of the automatic oil-heating 
industry. 

The membership of this institute consists of three divisions. The 
manufacturer division is made up of producers of residential, com 
mercial, and industrial oil burners and oil-fired boilers and furnace 
units. The accessory division is provided for manufacturers of com 
ponents, accessories, tanks, and other equipment essential to installa- 
tion, service repair of equipment; and fuel-oil delivery. The distri 
bution division represents dealers in oil-heating equipment and fuel 
oil jobbers through 38 chapters located in marketing areas from coast 
to coast. Total membership represents some 2,000 individual com 
panies which are generally individually owned and operated. 

The industry within itself is highly competitive; and it also is com 
petitive with gas and coal. Many coal dealers are now also fuel-oil 
dealers because of a public dem: and for automatic he: ating. Many con 
sumers converted their heating systems to oil firing even ‘whe n coal was 
cheaper than oil because of the many advantages oil gave them: 
convenience, labor-saving, cleanliness, controlled temperatures, and 
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many others. The automatic oil-heating industry won public acvept- 
ance accordingly on its merits as a fuel and not on price. 

Today there are between 6,500,000 and 6,750,000 centrally heated 
homes using oil burners according to the latest figures compiled by 
Fueloil and Oil Heat Magazine. In addition, the Institute of Cook- 
ing and Heating Appliance Manufacturers Association estimates that 
7,500,000 homes are equipped with flue-connected, vaporing oil-burner 
space heaters. A conservative estimate is that 14,000,000 American 
homes depend upon oil to meet their heating requirements. 

Our own institute estimates that there are 500,000 commercial and 
industrial oil burners in use. Many of these are used in heating 
schools, public buildings, hospitals, stores, offices, apartment buildings 
and hotels. We call to your attention the fact that most of these 
commercial industrial installations do not have standby facilities for 
use of other fuels as do some of the large utilities and a few larger 
manufacturing industries. 

Again a most conservative estimate is that a minimum of one third 
of our population uses oil heat at home and/or at work. This large 
segment of the public must be considered in relation to the effect which 
the passage of section 322, import quotas for crude petroleum and 
residual fuel of H. R. 4294, the Simpson bill, would have not only o1 
users of residual fuel oi] but also users of household heating oil. 

The effect of the adoption of section 322 of this bill would be felt 
most drastically on the eastern seaboard. During 1952, the average 
daily import of residual oil was approximately 350,000 barrels, with 
practically this entire amount going to suppliers on the east ‘coast. 
Under the provisions of this bill, the amount would be cut to approxi- 
mately 76,000 barrels per day. 

According to the figures of the Bureau of Mines and American 
Petroleum Ins stitute, the demand in 1952 on the eastern seaboard for 
residuals was 770,000 barrels per day. The supply in barrels per day 
came from these sources: East coast refineries, 247,000; Gulf coast re- 
fineries, 169,000; imports, 350,000; miscellaneous and transfers, 4,000 ; 
total, 770,000. 

Eastern seaboard refineries had a capacity for refining 1,135,000 bar- 
rels of crude per day, out of which 247,000 barrels of residual per day 
were produced, relatively 21.8 percent. 

To meet the demand for residuals by cutting down daily imports 
from 350,000 to 76,000 barrels would require an additional 274,000 
barrels per day of residuals from domestic sources. 

There are two obvious methods by which supply could meet demand. 
First, to maintain the present basis of a yield of 21.8 percent in resi- 
duals per barrel of crude would require an additional supply of 1,257,- 
000 barrels per day in domestic crude, about a 15 percent increase in 
domestic production. Second, the refineries could increase the per- 
centage in the amount of residual taken from each barrel of crude. 
This could run up to 40 percent or more if the refiner so desired. 

He has all kinds of flexibility. 

Please keep in mind that the preesnt price of crude is approximately 
50 percent higher-than the present price of residual bunker fuel oil. 

By the first method, the result would be a terrific increase in the 
supply of gasoline, distillates, and other petroleum products. This 
on top of present oversupply would demoralize the entire industry. 
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Residual price would be raised drastically to make up for lesses in 
other products which are in oversupply. 

By the second method, the refiner would be forced to get a huge 
increase in residual price and considerable increase in other petroleum- 
product prices to stay in business at a profit. 

Reducing imports of residuals and crude could easily create a 
scarcity in residual. Whenever such scarcity exists there is the oppor 
tunity for other petroleum products to be placed under pressure thus 
forcing prices up all around. As for the refiner, he must try to balance 
out a combination of all products produced to bring in a satisfactory 
profit. If he is restricted on import flexibility he can go ——— some 
very tough periods of production adjustment and change Lethon 
structure. The consumer, of course, would take the bigger lic et a in 
the end. 

Restricting imports of residuals and crude, at this time, does not 
eem to this institute as feasible and sound: 

1. Scarcity of residuals or excessive price for them would not par- 
ticularly hurt the huge utility which has equipment with which to 
convert to other fuels. ae ver, by far the greater number of resid- 
ial users, as hospitals, schools, small manufacturers, apartment houses, 


tores, and so forth, would of necessity either pay ane xcessive — for 
resid wal oil or convert to other fuels and replace present equipene nt. 
2. Refiners would be under constant pressure to increase the supply 


residuals uneconomically. 

3. The consumer would face almost certain increase in pl ice of fuel 
cvasoline, and other oil products. 

!. Manufacturers and dealers in automatic oil heating | riper rent 


nd fuel-oil jobbers could lose a great part of the domestic oil-heat 


arket. 
5. If foreign oils find no market in the United States, it will seek 
ether outlets thus limiting us on supply should we ever need it for 


national defense. 

6. Any type of legislation, such as the United States House bill No. 
1294 which seeks to establish and use controls on any commodity is 
detrimental to the future American economy as it intereferes with 
free competitive enterprise. 

I have tried to give you an appraisal of H. R. 4294 from the 
viewpoint of the Oil Heat Institute of America, Inc. with particular 
stress on the effect the passage of this bill would have upon one-third 
of the population of our country. I thank you for the time you have 
riven me to present our side of the case to this committee. 

The Carman. We thank you very much for your appearance and 
the information you have given to the committee. 

\re there any quest lons ¢ 

Mr. Srmpson. Just one, Mr. Chairman. 

The CHarrMan. Mr. Simpson. 

Mr. Simpson. Why is it, sir, that the American domestic producer 
does not provide more residual fuel oil ? 

Mr. Becker. It is a little difficult, I think, for me to get into that 
phase of it. I am not a refiner. I have had no refining experience. 

Mr. Stmpson. He could, if he wanted to. 

Mr. Becker. He could produce out of his present refining equipment 
all stages of the various products that come out. If he increases 
residual oil up beyond what he presently has, then you are going to 
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have to get a higher price for the other products in order to balance 
out the problem. 

Mr. Simpson. Is not that another way of saying that he now makes 
by distillation the products on which he does’ get. the highest prices¢ 

Mr. Becker. His emphasis would be there, naturally. 

Mr. Simpson. And if he changed over and made more of the resid- 
ual, he would have to increase the price on the residual, but he would 
decrease the price on the higher volatile fuels? 

Mr. Becker. No. If you got down to the mathematics of it, it will 
not come out that way. 

Mr. Simpson. I argue it will, and you argue it will not. I want to 
make the point that the man who is buyi ing ‘the bunker fuel is getting 
an abnormally and uneconomically low price because he is getting 
a pl ice based on what I will calla dumping price for a waste product 
in some areas. 

Mr. Brecxer. I think what you are saying and what you want me 
to say to you is that actually residual is a remaining product after 
all the good has been taken out of the oil, which is exactly true. It 
is like a byproduct in any business. When you have a byproduct 
left, you want something to do with it, make fertilizer, or whatever 
you can make out of it to get something at least out of it. 

Mr. Simpson. That is why some have contended that products in 
certain countries will find a market regardless of what the price is 
because it is worthless unless it can be sold. I do not reason that is 
fair competitively. 

Mr. Becker. It has not been too many years ago that we used to 
take the stuff out in the middle of the ocean and dump it. 

rg Stmpson. Because you had too much of it, and had to get rid 
of it. I contend it is an unrealistically low price to compete with 
certain American produc ts, and I would like to give some protection. 
We do have a tariff of 5 percent on a gallon. Some have testified that 
there is a proper relation between domestic production and imports. 
That if the one goes up too high, the other one is injured, and there 
ought to be an equitable adjustment. We are trying to learn what 
that is. 

Mr. Becker. Do not get our viewpoint wrong at all on that. We 
have no objection to that at all. In fact, if it were possible it would 
be nice to have such a nice even balance all the way around that you 
could have a tariff up to a certain point within certain limits, yes. 
But the refiner should also have the flexibility of when he needs to 
furnish a supply to meet a demand, he should have the ability or 
permission to go get it from some place else. I think your oil industry 
is so complic ated and so complex that your adjustments do not come 
very easily. 

For instance, I think there is no doubt that our importers will re- 
duce the amount of oil that they are bringing in. I think it has been 
high right at the moment. There has been some indication of that. 

Mr. Simpson. They indicated that yesterday, and yet I have before 
me the figures for the week ending May 9 which show an increase over 
the week preceding and a substantial increase over the week a year ago. 

Mr. Brcxer. It takes a while when you are shipping oil 

Mr. Srwpson. I am hoping the effects of this investigation will have 
some influence. 
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Mr. Brecker. I think it has had some influence. Here is one com- 
pany who is reducing 20,000 barrels a day. Here is another one 5,000 
arrels a day. Here is another one 5,000 barrels a day. Here is an- 
other one 6,200 barrels a day. There is already an indication of 
56,200. 

Mr. Stmpson. I think they realize that there is a happy medium 
tween imports and domestic production. 1 hope we can, under the 
cuidance of the committee, if necessary, reach that settlement. 

Mr. Becker. I think we can. I think that is the purpose of the 
vhole thing. 

Mr. Stmpson. Thank you very much, sir. 

The CuarrMan. Thank you for a very fine statement. 

Mr. Becxer. ‘Thank you. 

The CuarrMan. At this point, the committee has received a com- 
munication from the next witness, Mr. Norman Olsen, export man 
iger, DeVry Corp. Mr. Olsen’s letter will be inserted in the record 
it this point, unless there is objection. 

Hearing no objection, it is so ordered. 

(The letter is as follows :) 

DeVry CorP., 
Chicago, 1U., May 12, 1958. 
Hon, DANIEL A. REED, 


Chairman, Ways and Means Committee, 
House of Representatives, Washington, D.C. 


DeAR Mr. Reep: The Simpson bill (H. R. 4294) is detrimental to American 
nvestments in Venezuela and to American exports and should be defeated. The 
Venezuelan economy would be affected and its Government would lose over 
$90 million due to lower royalty payments, income taxes, and the like. The net 
result, of course, would be a total dollar loss to the Venezuelan economy of 
$135 million. Venezuela is one of America’s best markets. Last year it imported 
one half billion doliars worth of American goods, thereby providing jobs for tens 

thousands of American workers. Its purchase of American products would 
ve greatly impaired if H. R. 4294 became law. The Simpson bill would be to 
ibrogate the Venezuelan trade agreement and seriously impair the concessions 
by her heretofore made in favor of the United States producers. 

Regret my inability to accept your invitation to appear on May 14. 

NORMAN D. OLSEN, 
Export Manager of DeVry Corp. and Director of 
Export Managers Club of Chicago, Ine. 

The CuatrrMan. The next witness is Mr. E. W. Beyer, export man- 
ier, Olympic Radio & Television, Inc., Long Island City. 

We are glad to see you here. If you will give your name and the 
capacity in which you appear for the record, we will be glad to hear 
you. 


STATEMENT OF E. W. BEYER, EXPORT MANAGER, OLYMPIC RADIO 
& TELEVISION, INC., LONG ISLAND CITY, N. Y. 


Mr. Bryer. My name is E. W. Beyer, export manager of Olympic 
Radio & Television, Inc., Long Island City, N. Y. 

Mr. Chairman and members of the committee, our company, like 
many others interested in the promotion of foreign trade, is strongly 
opposed to that part of the Simpson bill which contemplates estab- 
lishing restrictions upon the imports of oil from Venezuela. 

It is our opinion that world trade can be successfully promoted only 
by minimizing restrictions which hinder the free development of 
foreign trade, which in the ultimate analysis is based upon reciprocity. 
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Past experience with other countries has cle arly shown that the 
establishment of import restrictions by our Government is bound to 
lead to retaliating restrictions on the part of the foreign country. 
sy adopting restrictive measures against oil imports or by establis hing 
Import quotas we run the great risk of antagonizing the Government 
of Venzuela to such an haan ‘that a limitation against Ameriean 
imports would be imposed, such as electronic products, 1. e., radios 
and television sets. 

Restrictions against the importation of such products might ulti- 
mately lead to the establishment of industries in ae em for the 
purpose of producing such products locally: this we have already 
expel enced in Brazil and Argentina, whe re due to iat ar restrictions 
they developed their own industri so that these markets have 
virtually been lost to us. 

The importance of present exports of electronic products to Vene- 
zuela is best shown by the statistics of the Department of Commerce, 
as follows: 

lotal United States exports of radios, radio components, and 
cessories In 1951, $2.414,101. 


otal United States exports of radios, TV sets. including cor 
ponents and accessories in 1952. $2,362,858. 

Surely these are Impressive fieures which require vers eareful 

msideration before adopting any measure which would kill this 
rrade, 

With the advent of television in Caracas last November, the Vene- 
zuelan market has assumed an even goreater importance for the 
American television manufacturers, because it is at the present time 
the only free market in South America, where such products can be 


shipped without any import restrictions and without any difficulties 
as regards the required dollar exchange. 

During the postwar period, we have seen one market after another 
in South America being lost to the American manufacturer due to 
import restriction, such as forinstance Brazil, Argentina, and Chile; 
in those countries local industries have sprung up very fast to the 
great detriment of the American manufacturer, who today finds his 
lomestic market approaching the saturation point, with the export 
markets closed one after another. 

As Venezuela is the only market in South America which is still 
entirely free, nothing should be done so as to risk losing it by estab- 
lishing import restrictions against oil. The outcome of such a trade 
war would simply have disastrous effects upon the American manu- 
facturer. 

The Cuarrman. Does that conclude your statement? 

Mr. Bryer. Yes, sir. 

The Cuarrman. We thank you for your appearance. Are there 
uny questions? 

Mr. Simpson will inquire. 

Mr. Stmpson. Do I understand, sir, that in the Argentine and Chile 
and Brazil, they have import restrictions which deny us the right to 
sell our products there? 

Mr. Bryer. Yes. They do not permit the importation of complete 
radio receiver or television sets. They are not permitted to be im- 
ported, and they have created their own industry. 

Mr. Simpson. But they do not have those restrictions in Venezuela. 
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Mr. Bryer. Venezuela is entirely free. It is the only country in 
South America that is entirely free and we have no difficulty in selling 
the product there. 

Mr. Simpson. Because we buy their oil they do not impose any 
limitations on us. 

Mr. Beyer. Exactly. They do not impose any import restrictions, 
and there are no difficulties in getting dollar exchange because we buy 
their oil. ; 

Mr. Simpson. Do you believe in the point 4 program that has been 
talked about? Are you familiar with it? 

Mr. Bryer. The reciprocal trade agreements? 

Mr. Simpson. To send American money and know-how to foreign 
countries to manufacture such things as electronic equipment and so 
on. Do you believe in that? 

Mr. Bryer. I think it should be done only if that country has no 
dollar exchange available. In other words, if the country is in a 
difficult situation like Brazil, where the country has unfavorable trade 
balance and where they just cannot import, as a last recourse we would 
have to establish plants there. 

Mr. Simpson. You would not like that to be done in Venezuela ? 

Mr. Bryer. No, I would rather not do it if it can be helped, of course. 

Mr. Srwrpson. IJ know you have a business that is growing and you 
want to keep it growing, and I do not blame you one bit for looking 
after your own business. Thank you, sir. 

Beyer. Thank you. 

The Cuamman. Thank you very much for your appearance. 

The committee will stand adjourned until 10 o’clock tomorrow 
morning, at which time it will continue these hearings. 

The following communications were submitted for the record :) 


AMENDED STATEMENT OF THE CANNERS LEAGUE OF CALIFORNIA RESPECTING LEGIS 
LATION Now BEING PROPOSED TO AMEND THE REctPROCAL TRADE AGREEMENTS ACT 


CANNERS LEAGUE POSITION 


The Canners League of California, an unincorporated, nonprofit trade associa- 
tion, Whos membership on the basis of volume of pack represents over 83 percent 
of the fruit and vegetable canning industry of California, desires to make known 
its position to the House Ways and Means Committee on legislation now being 
proposed to amend the Reciprocal Trade Agreements Act and on which hearings 
have already started. 

The present position of the Canners League briefly is: 

1. We favor the extension of the present Trade Agreements Act for 1 year, 
as recommended by President Eisenhower, in order to allow the administration 
to make a thorough study of United States foreign economic relations, including 
the reciprocal trade agreements program. 

2. With reference to H. R. 4294, the so-called Simpson bill, without implying 
that we approve the other sections of the bill, we specifically oppose section 13, 
establishing quota limitations on petroleum, lead, and zine, for the reason that 
such restrictions would reduce Venezuela’s dollar earnings to such an extent that 
the present substantial importation of canned fruits and vegetables from this 
country would be seriously impaired. 

Our reasons are set forth below. 


IMPORTANCE OF VENEZUELAN MARKET FOR CANNED FOODS 


It is our understanding that the overall loss of dollar income under the pro- 
posed limitations on petroleum products would approximate $345 million. Other 
United States industries undoubtedly will indicate the extent to which the pro- 


posed restrictions on imports of Venezuela petroleum will affect them through 
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reduction of that country’s dollar earnings. It is our intention, however, to 
speak of the canning industry, with particular reference to the California can 
ning industry 

Venezuela is a very important market for canned foods. The industry enjoys 
somewhere in the neighborhood of $6 million worth of business there. The sig 
nificance of this figure is appreciated when we realize that such business in 
Venezuela constitutes about a tenth of all United States canned food exports 
The canning industry already has lost many of its former important export mar 
kets, and it cannot afford to lose Venezuela, too. To do so would have repercus 
sions on not only the canning industry itself but also on the farmers and growers 
who sell their crops to the processors, and the allied industries supplying cans, 
sugar, labels, machinery, tinplate, seed, seasonings, and fiberboard boxes. 

For the relative importance of specific canned foods as exports to Venezuela, 
please refer to the table attached to this statement, showing United States ex 
ports of certain canned foods to Venezuela and the United States world total for 


the vears 1950-52. 


IMPORTANCE OF VENEZUELAN MARKET TO CALIFORNIA CANNING INDUSTRY 


The California canning industry is a most important segment of the national 
canning industry Relative to total United States production, the California 
canning industry produces over half the canned fruits, about one-fifth the can 
ned vegetables, and a substantial part of the noncitrous fruit juices and nectars 
Over one-half the total canning tomato tonnage in the United States is processed 
in California. 

California canners have a sizable stake in the Venezuelan canned foods market 
Some of the fruit items exported to Venezuela in the greatest volume are canned 
almost exclusively in California; namely, fruits for salad (including fruit 
cocktail), peaches, apricots, and fruit juices and nectars (not including pine 
apple and citrus). Baby-food fruits, a substantial export item to Venezuela, 
are canned in large volume in California. 

Canned asparagus, tomatoes, and tomato products are major California 
vegetable packs, with asparagus, tomato catsup, and tomato sauce being im 
portant items of export to Venezuela. 


CONCLUSION 


Venezuela takes about 8 percent of the value of the United States exports 
of canned fruits and vegetables. It is one of the few export markets where 
United States dollar exchange is freely available for purchasing canned foods 
Many former important markets, such as the United Kingdom, Western Europe, 
and the Far East, greatly restrict dollar exchange for canned foods which are 
considered to be in the luxury classification. Therefore, this important market 
for canned foods should not be jeopardized by an unnecessary restriction on the 
sale of those products by which Venezuela obtains the money to buy our products. 
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United States exports of canned foods to Venezuela and world total, 
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RADIO-TELEVISION MANUFACTURERS ASSOCIATION, 
Washington, D.C... Vay 19, 195.3 
Hon. DANTE A. REEp, 
Chairman, House Wans and Means Committee, 
Jlouse of Representative 
Washington, D.C. 

Dear Mr. CHAIRMAN: I respectfully submit this letter on behalf of the Radio 
Television Manufacturers Association as an outline of the association’s position 
with regard to tariff legislation now pending before your committee. 

The Radio-Television Manufacturers Association, which was formed in 1924, 
is composed of approximately 350 manufacturers of radio, television, and elec 
tronics equipment. The manufacturing plants of the association members are 
located in virtually every section of the country and they account for approxi- 
mately 90 percent of this country’s annual production of radio and television 
sets 

The association’s position with regard to the above legislation is twofold: 
First, we support legislation which will establish a commission to study the 
problems of foreign commerce, and second, we favor retention of the present 
Trade Agreements Act without change pending completion of the commission's 
study. The second position specifically includes rejection of H. R. 4294 which 
is now pending before your committee. 

This association, fully cognizant of the complexities involved in tariff legis- 
lation, supports the establishment of a Commission, as suggested by the Presi- 
dent of the United States, to study the problems of foreign commerce and all 
of its ramifications. The rapid expansion of many industries, including the 
electronics industry, requires study for proper determination of the impact of 
their growth upon foreign commerce. As a result of such a study, the associa- 
tion would expect a legislative program which would acknowledge fully the 
dynamic nature of American industry and which would result in new consumers 
for the ever-growing volume of American goods. 

The second portion of the association's position is based primarily on the fact 
that, under the present act, the electronics industry has acquired an expanding 
and profitable foreign commerce. In 1952 the United States exported in excess 
of $200 million worth of electronics equipment. Figures to date indicate that 
the total for 1953 may be even higher. (U. S. Census Bureau, U. S. Department 
of Commerce). The association, of course, wishes such growth to continue and 
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opposes any legislation which would serve to reduce or limit the foreign markets 
upon Which such growth depends. Because H. RB. 4294 would restrict imports, 
particularly of oil, impair foreign markets and thereby have a direct and adverse 
effect on electronics exports, we of the association oppose its enactment. 

That H. R. 4294 would have such an adverse effect can be most clearly illus 
trated by examining its impact upon our trade with Venezuela. At present, 
Venezuela is one of the largest foreign consumers of American electronic prod 
ucts In 1952, among all the countries of the world, Venezuela ranked third in 
purchase of American radio sets and fifth in purchase of American television 
sets. As a result of the installation of new transmitting facilities in Caraca 
Venezueian purchases in 1953 have increased until now they rank second in both 
fields (U. 8S. Census Bureau, U. S. Department of Commerce ). 

Venezuela’s purchasing power stems, in the main, from oil exports to the 
United States. That purchasing power will be severely reduced by section 322 
of H. R. 4294 because of its restrictions upon American importations of crude 
petroleum and residual fuel oil. If we do not buy from Venezuela, Venezuela 
cannot buy from us. 

I have just completed a business trip throughout South America and was most 
recently in Venezuela. While I was there, the harmful efiects of the oil provi 
sions of H. R. 4294 on the Venezuelan economy were brought forcefully to my 
ittention. American industry representatives in Venezuela, not connected with 
oil interests, reported to me that if Venezuelan oil exports to the United States 
were cut as contemplated in Hl. R. 4294, Venezuelan national income would be 
reduced by approXilnately 25 percent. The direct result of that reduced income 
vould be a drastic reduction of Venezuelan purchases of American goods 

Thus, one of the few countries in the Western Hemisphere which has enough 
dollars to trade freely with the United States would be virtually destroyed as 
i foreign market for American industry. Today Venezuela is one of this coun 
try’s best customers in Latin America, but if H. RK. 4294 becomes law that country 

have to revert to the system of currency and trade restrictions which have 
virtually ruined American industrial trade elsewhere in Latin America, In addi 

n, the practical effect of such a law would amount to repudiation of th 
rrade Agreement which we signed with Venezuela on August 28, 1952. Such 
a repudiation would have repercussions throughout Latin America and would 
give additional ammunition to the Communists and other anti-United States 
groups in all Latin American countries 

In conclusion, on behalf of the interests of the electronics industry, I urge the 
establishment of a Commission to study the problems of foreign commerce and 
the retention for the present of the existing Trade Agreements Act. Our industry 
opposes the enactment of any legislation which would impair our present foreign 

irkets. 

Respectfully yours, 
W. M. ADAMs, 
Chairman, RTMA Export Committee. 


(The list of members of the RTMA Export Committee is filed with the Com 
mittee on Ways and Means. ) 


GERBER PRopuUCcTS Co., 
Fremont, Mich., May 18, 1958. 
Hon. DANTEL A. REEp, 
Chairman, House Ways and Means Committee, 
Congress of the United States, House of Representatives, 
Washington, D. C. 

Sir: With further reference to our telegram and letter of April 20 registering 
our opposition to the passage of bill H. R. 4294 as proposed by the Hon. Richard 
M. Simpson, inasmuch as it is not possible for a representative of this firm to 
attend the current hearings, we should appreciate it if the following statement 
be read at the hearings. We quote below our letter of April 20 verbatim: 

“On March 30, 1953, the bill H. R. 4294 was introduced in Congress to extend 
the Reciprocal Trade Agreements Act, due to expire June 12 of this year. 
There is included in the bill, however, a provision which would impose a quota 
limitation on imports of both crude oil and residual fuel oil, the greatest bulk of 
which comes from Venezuela. 

“We heartily endorse the further extension of the Trade Agreements Act, but 
wish to voice our strenuous opposition to the passage of that part of this pro- 
posed legislation which has for its objective the establishment of a limitation to 
the principal dollar exchange earning of one of the United States best markets. 
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About 90 percent of our total imports from Venezuela consists of crude petroleum 
and residual fuel oil 

“It is almost needless to point out that any action by the United States Govern- 
ment curtailing or impeding the importaion of petroleum will have deleterious 
effects on the economic and political relationships between these two countries, 
for it will deprive Venezuela of the means to produce dollar exchange, the 
inevitable result of which would have to be immediate curtailment of purchases 
of American manufactures 

“Aside from that, we, as one of the free countries of the world, will be inviting 
Venezuela to seek other markets for her crude oil and petroleum, as well as 
iron ore and other minerals so vital to our economy, and thus be faced with a 
situation where she may sell to nations which may or may not be in sympathy 
with the philosophy and ideals of our Nation. 

“The spirit of the Reciprocal Trade Agreements Act was, and is, to liberalize 
United States trade and tariff policies, to foster and engender a freer movement 
of goods and services between the United States and other nations of the world. 
Almost 20 years have transpired since the inception of the act, and during this 
span of time it has taken added importance. 

“By its principles and the specific provisions added thereto from time to time, 
it has assured other nations a good market in the United States for many of 
their products, enabling them to live in dignity by trade, not aid. Those nations 
are not the seekers of charity but of fair treatment, in a businesslike manner, 
for a more active interchange of goods. This is just as essential for their eco 
nomic well-being as it is for ours 

“The imposition of quota limitations now will raise grave doubts as to the 
sincerity of the United States which with one hand lends assistance to less for 
tunate countries and exhorts them to become more self-helpful and, at the same 
time, with the other hand raises a barrier to the importation of those goods, the 
sale of which will help them to achieve greater self-reliance and economic 
stability 

“Today, more than ever before, we need to think in those terms expressed by 
men such as John Coleman, president of the Detroit Board of Commerce, and 
Hlenry Ford II, who seek the creation of an environment conducive to free 
trade by reduction or complete elimination of import duties and import quota 
limitations 

Venezuela is the largest importer of infant goods and is this company’s most 
important export market Last vear the United States exported to that country 
. 13 worth of canned baby foods, of which Gerber’s accounted for $298,478, 
or 52 percent of the total That Venezuela is a market of ever-increasing impor 
tance to American manufacturers of baby foods can be evinced by the fact that 
10 vears ago, Gerber sales to that country were less than $7,000. And still fur 
ther, in August of last vear Venezuela signed a supplementary agreement with 
the United States, by which they reduced import duties on baby foods by 662, 
percent 

‘H. R. 4204 is scheduled for hearing Wednesday, April 22. before the House 
Ways and Means Committee. We respectfully urge that you exert whatever 
efforts may be required not only to prevent this bill, as introduced, from going 

» the foor of the House, but ask that you support the extension of the Reciprocal 
Trade Agreements Act as it stands at present, thus to allow sufficient time for 
careful and thorough study of American trade policies by the new administration.’ 

The importance of the Venezuelan market to Gerber Products Co. can be sub- 
tantiated by the fact that this last fiscal year—April 1, 1952, to March 31, 1953 
that country imported Gerber's baby foods totaling 338,960 dozen units, or 47 
percent of this company’s total export business. In terms of dollars and cents 
this amounted to over $298,000. 

Gerber’s has spent a good deal of time and money to develop this excellent 
market for American-produced goods. In 1942, Venezuela bought from Gerber 
{016 dozen units whereas last year they bought almost 339,000 dozen units. 
rhus, in a span of 11 years, we shipped into that country 1,896,200 dozens, Inas- 
much as our Company contributes toward advertisement and promotional ex 
penses at the rate of $0.085 per dozen, it can be appreciated that we have thus 
far expended $56,886, or an average of $5,171 a year, to develop the sale and 
widespread distribution of Gerber’s baby foods in Venezuela. 

\t this point we should emphasize that on August 28, 1952, Venezuela signed 
a supplementary agreement with the United States by the terms of which import 
duties on special foods for children and dietetic foods were reduced by 6634 
percent from Bs. 0.32 to Bs. 0.10 per gross kilo, i. e., from approximately 81 cents 


per case to 27 cents. 
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While we are not in fear of foreign competition, there are several European 
aby food brands which Venezuelan importers could very well import if that 
narket were closed to us. The European packers of those brands would be 
nore than willing to accept payment in soft currencies, just to introduce their 
roducts in Venezuela and thereby get a foothold. 

European packers today are offering lower prices, more liberal credit terms, 
nd willing to accept soft currency payments. 

Gerber’s and other United States baby-food manufacturers are willing to 
neet—and are very successfully meeting—such competition because of the 

restige enjoyed by our respective brand names, This prestige has been earned 
y uncompromising good quality in production as well as good service. 

Since in its defense against the effects of the proposed legislation Venezuela 
vould be forced to curtail imports radically there is no doubt but what U.S. A. 

manufactured infant foods would be seriously limited or banned altogether, 
otwithstanding consumer preference for the Gerber brand. 

We respectfully ask that bill H. R. 4294 be prevented from becoming law and 
that the Reciprocal 'Trade Agreements Act be extended for at least another year 
aus it stands at present to permit the new administration in Washington to give 
full review and study of American trade policies. 

Very truly yours, 

FREDERICK GONZALEZ, 
Export Sales Manager 


GREATER BATON RouGE Port COMMISSION 


BATON ROUGE, LA. 


LLESOLUTION 


Be it resolved by the Board of Commissioners of the Greater Baton Rouge 
Port Commission, That world trade being of great importance in the peaceful 
settlement of the international problems of the United States and of greater 
mportance to the prosperity and economic well-being of the State of Louisiana 
and the city of Baton Rouge and parish of East Baton Rouge and of particular 
nterest to the entire area served by the Greater Baton Rouge Port Commission, 
that it hereby goes on record in opposition to H. R. 4294 (Simpson bill) now 
being considered by the Ways and Means Committee of the House of Repre 
sentatives of the Congress of the United States and further that it is particularly 
opposed to the provisions which would impose a quota limitation on imports 
of crude oil and residual fuel oil and further that it stands in favor of the 
position taken by the Dresident of the United States that the present legislation 
e renewed without change for a period of 1 year so that a temporary continua 
tion of our present trade program will be allowed pending a completion of a 
thorough and comprehensive reexamination of the economic foreign policy of 
he United States: be it further 

Resolved, That Ernest D. Wilson, president of the Greater Baton Rouge Port 
Commission be authorized and empowered to appear before committee or com 
mittees of Congress to advocate these views and that the entire Louisiana dele 
gation to Congress be memoralized in accordance with these views 


Ernest D. WILSON, President 


Attest Cuas. F. AVERRILL, Secretary 
May 18, 1953 


THe GIRDLER Corp., 
VoraTor Division, 
Louisville 1, Ky., April 24, 1953 
Hon. DANIEL A. REED, 
Chairman, Ways and Means Committee, 
New House Office Building, Washington 25, D. C. 


My DEAR CONGRESSMAN: In behalf of The Girdler Corp., the following state 
ment is submitted with reference to H. R. 4294 and request is hereby made that 
the statement be made a part of the record of the hearings on H. R. 4294. 

The part of H. R. 4294 to which we want to object specifically is section 322. 


The import restrictions on residual and crude oil imposed by that section would 
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have a ruinous effect on the economy of Venezuela. Since 1946 the Votator 
Division of The Girdler Corp. has had more than $75,000 in sales to Venezuela, 
and we feel that that country represents a substantial future sales area. If 
section 322 of H. R. 4294 is enacted, or any similar provision, it is self-evident 
that that potential will be killed 

In addition to our Venezuela export trade, we do a larger amount of business 
with other South American countries Unquestionably all South American 
countries will watch the action taken by our Government with reference to 
oil import restrictions, and if restrictionist action is taken by our Government, 
the South American countries will take retaliatory action. 

Therefore, The Girdler Corp. urges the Ways and Means Committee to re- 
move section 322 from H. R. 4294 and to renew the Reciprocal Trade Agree 
ments Act without amendment 

Very truly yours, 
J. E. SLaven ter, Jr., Vice President. 


Henry Voct MACHINE Co., ING., 
Louisville 10, Ky., April 24, 19538. 
Iion. DANTE A. REED, 
Chairman, Ways and Means Committee, 
New House Office Building, Washington 25, D. C. 


DrArn CONGRESSMAN ReEEp: I have noted in the news that your committee will 
commence hearings on a bill to extend Reciprocal Trade Agreements Act on April 
27, 1953, and that the hearings will be based on Mr. Simpson’s bill, H. R. 4294. 
I hereby request that the following statement be made a part of the record of the 
hearings on that bill. 

My company manufacturers oil refinery and refrigeration equipment, boilers, 
heat exchangers, drop forged steel valves and fittings, which includes equipment 

ed in condensation processing involved in the refining of petroleum. We have 
built up a substantial export business to Venezuela for that country’s export of 
its oil products 

In order to give you some idea of the extent of our interest in this matter, 
we wish to state that our current volume of sales for export to Venezuela has 
been a steady increase in this business over the past few years, and we hope 
for still further increases in the future if trade barriers are not raised against it. 
Many of our sales are not made directly to Venezuela but are, rather, made to in- 
dustrial purchasers such as oil refineries who, in turn, send the equipment to 
Venezuela; and, naturally, we have no complete records on the total volume of 
sales to industrial purchasers whieh ultimately result in export to Venezuela. 

or the reasons stated above, the Henry Vogt Machine Co., of Louisville, Ky., 
wishes to go on record as opposing any restrictions on this country’s import of 
crude or residual oils, and in favor of an extension of the Reciprocal Trade 
\czreements Act as it exists at present, 
Yours very truly, 

R. S. Mayer, Assistant Secretary. 


TURE TuRNS, INC., 
Louisville 1, Ky., April 24, 1953 
Hon. DANtrEL A. REED, 
Chairman, Ways and Means Committee, 
New House Office Building, Washington 25, D. C. 


DEAR CONGRESSMAN REED: I am informed that you will commence hearings on 
H. R. 4294 on April 27. In behalf of my company, request is hereby made that 
the following statement be made a part of the record of the hearings on that bill 

Over the past few years my company has enjoyed a substantial amount of weld- 

‘, fitting, and flange business for shipment to Venezuela. I have noted that the 
above-mentioned bill, if enacted, will greatly restrict the import of restdual and 
crude oil imports by this country. Inasmuch as Venezuela will only be able to 
continue as a market for our business if she is permitted to continue the exporta- 
tion of her oil products, my company strongly opposes any restrictions on the 
importation of residual and crude oil by this country. 

In addition to the above, others of our affiliated companies enjoy substantial 
sales to other South American countries. If our Government takes such action 
to harmfully affect the business and economy of one of our neighboring countries 








TRADE AGREEMENTS EXTENSION ACT OF 1953 1459 


to the south, it will inevitably have a bearing on the attitude of other South 
American countries. 

In light of the above, I wish to go on record as opposing section 322 of H. R. 42 
and in favor of the renewal of the present Reciprocal Trade Agreements Act 
without amendment. 

Yours very truly, 
JoHN G. SEILER, 
Executive Vice President. 


Coast Export Co., 
Los Angeles 6, Calif., April 28, 1953. 
Hon. DANTEL A. REED, 
Chairman, House Ways and Means Committee, 
House of Representatives, Washington, D. C. 

Sir: Please be informed that our company does a considerable amount of 
business with the country of Venezuela. It is a known fact that Venezuela has 
been able to trade in volume with the United States because of their export of oil 
to this country. Naturally, the restriction of oil imports into the United States 
would be detrimental, this is putting it mildly, to the trading between our two 
countries. 

Our business relations with Venezuela have been most cordial and satisfactory 
and the imposition of restrictions would have serious repercussions. It will 
antagonize a nation that has always been friendly with us without any gain to 
the many firms trading with Venezuela. 

In the present world situation, where American aid is given to so many nations, 
Venezuela has not been a recipient of such an aid. Because of her rich natural 
resources, she has been able to build up a dollar reserve using this reserve to trade 
vith us. The appeasement of a few pressure groups in this country does not, by 
any means, balance the serious effect the enactment of H. R. 4294 would have on 
the many industries and firms that have been doing a tremendous volume of 
business with Venezuela. 

We, therefore, request that this letter be made part of the printed record of the 
committee hearings and filing it as in opposition to the enactment of H. R. 4294. 

Respectfully, 
Paut Mayer, President. 





TYPEWRITER MANUFACTURERS EXPorT ASSOCIATION, 
Washington, D. C., April 27, 1953. 
Hon. DANTEL A. REED, 
Chairman, Ways and Means Committee, 


House of Representatives, Washington 25, D. C. 


Sir: We ask your consideration of the following statement in connection with 
your hearings on H. R. 4294 and its inclusion in the record of such hearings. 

We believe that H. R. 4294 is selfishly aimed toward protectionism, and if 
enacted, would injure our relations with large segments of the rest of the free 
world to an extent which would also injure our domestic economy. This is true 
of those sections of the bill which relate to import tariffs on lead and zine and to 
oil import quotas. For example, if we limit imports of petroleum from Venezuela, 
it would just about close up that market for United States exports, and at this 
time Venezuela is probably the most important of the mere handful of foreign 
countries which is able to import from the United States today without restric 
tion. We believe these sections should be eliminated from this bill. 

The members of this group have been consistent supporters of the reciprocal 
trade-agreement program since its inception 20 years ago. The continuation of 
the Trade Agreements Act is but one element in the legislative attempt to formu- 
late broad national policies which will prove helpful to our international rela- 
tions as well as our domestic economic welfare. The two impinge upon each 
other. This problem faces us at a time when the whole world is under nervous 
tension, upset and indecisive, and looking to the United States for leadership. 

The national interest, as opposed to the special interests of any small groups 
of producers, industrial or agricultural, should command your attention in leg- 
islating upon tariffs. Self-interest would suggest that the United States should 
help the rest of the free world to compete on fair terms. We want to escape 
further large cash grants for aid, and the surest way to accomplish this is to give 
trade the opportunity to flourish. 

32604—53——_93 
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We believe the concessions and commitments heretofore made under the Re- 
ciprocal Trade Act should be confirmed and protected. To this end we would 
suggest the repeal of section 104 of the Defense Production Act under which the 
United States is violating agreements earlier undertaken with friendly coun- 
tries and thus has brought about resentment and formal protest or reprisals 
from at least 10 countries 

Our agricultural imports restricted by section 104 never aggregate more 
than a few million dollars. Our agricultural exports, however, amounted to $4 
billions in 1951 or about one-eighth of total farm receipts. But the loss of those 
small United States imports loomed large to the producing countries, and our 
exports to them are menaced. 

A customs simplification act and a new simplified tariff act are sorely needed. 
If these cannot be enacted prior to the expiration of the Reciprocal Trade Agree- 
ments Act, the latter should preferably be renewed substantially in its present 
form. We see no need to tighten its provisions as provided in sections 3 to 10 
inclusive of H. R, 4294. 

It is not inappropriate to mention that the American typewriter industry has 
operated since 1914 without any tariff protection. It is true that our imports of 
foreign-made typewriters have increased during the past 20 years, especially 
since the war. However, our supremacy in the domestic market is not seriously 
threatened. Our loss of volume,in the past year is not due to foreign invasion 
here. It is almost completely attributable to the lack ef dollars abroad which 
has seriously stifled our exports. The same is true of many other industries. It 
follows that anything the United States can do to help the free world would earn 
more dollars, will help to close the dollar gap, increase United States exports and 
employment in our export industries 

We urge you to renew the Reciprocal Trade Agreements Act in substantially its 
present form for a 1-year period with the hope that other legislation will shortly 
follow to clarify and improve our entire foreign commercial policy. 

Respectfully submitted. 

Eric T. Kine, Secretary. 


J. A. Ewrnea & McDona.p, INc., 
New York 16,N. Y., May 15th, 1953. 
ReS Inpson bill (HL. R. 4294) 
Hon, DANIEL A. REED, 
Chairman, House Ways and Means Committee, 
The House of Re prese ntatives, 
Washington, D.C. 


HONORABLE Str: We take the liberty to advise you of our interest in this bill. 
As buying agents for numerous clients in various parts of the world for over 60 
years, we are naturally vitally interested in any measures influencing export 
trade. About 25 percent of our income is derived from shipments to Venezuela 
and our annual exports to that market amount to several million dollars. 

I will not burden you with my personal views on the detrimental effects on 
our country’s lucrative export trade to Venezuela which would necessarily result 
from passage of H. R. 4294; these have been adequately related by many wit 
nesses appearing before your committee. I would, however, like to bring to 
your attention an incident illustrating the feelings of some of these good 
customers 

During one of my previous visits to Venezuela in February 1950 some similar 
restrictive measure was under consideration and the reaction I encountered 
among the business community was one of great concern prompting them among 
other measures to send a delegation to this country to present their case to in- 
terested parties here. It happens I was in Venezuela again a month ago and 
the feeling on this occasion seems to have acquired a tinge of bitterness against 
this recurring threat to Venezuelan business and living conditions. 

Apart from my company’s interest, I am sincerely convinced that passage of 
H. R. 4294 is not calculated to be broadly beneficial and I urge that consideration 
be given to the advisability of preserving the good will presently existing in 
Venezuela toward our country. 

It would be appreciated, Honorable Sir, if you will kindly have this statement 
included in the record of the committee’s hearings. 


Very truly yours, 


FRANK Brown, Director. 





TRADE AGREEMENTS EXTENSION ACT OF 1953 1461 


Vick CHEMICAL Co., 
New York, April 15, 1953. 
Hon. DANIEL A. REED, 
Chairman, House Ways and Means Committee, 
Senate Office Building, Washington, D. C. 


Dear Mr. Reep: It has come to our attention that, despite the fact that a trade 
treaty between the United States and Venezuela was satisfactorily negotiated 
uly a few months ago, to the benefit of both countries, there is nevertheless a 

rong wovement under way to limit our imports of oil from Venezuela. As one 
\merican firm which has been doing business in Venezuela for 30 years, we should 
like to present our views on the matter to the committee. 

Our company has been marketing its packaged medicinal products, known 
inder the brand name of “Vick”, in Venezuela since 1923. In all the years of 

ir and postwar ups and downs, exchange controls and devaluation, Venezuela 
is the only country on the South American Continent that has presented no prob 
em for us in selling our merchandisse and getting paid for it promptly. Every 
ther country, from Colombia to Paraguay, has at one time or another placed 
restrictions on the importation of American products. Or if we manufacture 

cally, as we do in Argentina, Brazil, and Colombia, it is extremely difficult 
secure the remittance of the protits from our investment. 

Almost alone, then, Venezuela has, chiefly through her sales of petroleum pro- 
ducts te the United States, been able to accumulate dollars, which she has used 
tu buy American goods in ever increasing amounts. From our own records, we 
cun testify that our volume of business in Venezuela is now over 10 times as great 
is it was a decade ago. Among our Latin American markets, only three coun 
ries rank ahead of it-—-Argentina, Mexico, and Brazil, all with much greater 
populations, but of these only Mexico, with Venezuela, permits us to withdraw 
dollars promptly in payment for our sales. And Venezuela is the only one of 
these markets where devaluation of the currency has not taken place since the 
var Venezuela is then one of the few completely bright spots in our inter- 

tional trade picture—not just in Latin America, but among all the more than 
100 markets overseas where Vick products are sold. And this is true for 
\imerican firms in many other fields than ours. Our experience parallels the 

rall trade picture between the United States and Venezuela, which shows 
that Venezuela’s imports of American goods climbed 12 percent in 1952 to a total 
ie of over $500 million. Only Mexico, Brazil, and Cuba outranked her as 
stomers for Uncle Sam, in Latin America. 
From our point of view, then, it would be most unfortunate if Venezuela’s 
exchange position, which has enabled her directly to become such an important 
yer of American products, were jeopardized. We could then look forward 
y to the imposition of severe restrictions on Venezuelan imports from the 
nited States, and this would be a most serious blow to the business we have 
built up there during 380 years 

But when we take into account also the larger considerations of national 
defense, foreign policy, and American prosperity, the limiting of oil imports 
from Venezuela at this particular juncture in history seems to us most unwise, 

With the Iranian oilfields out of the picture, probably, Venezuela’s importance 
to western defense become all the more acute. But there are other points to 
© nade, too. At this very time, when the administration is concerned with 
renewing our friendships around Latin America—with President Eisenhower's 
wh brother setting off on a good-will tour of these republics—a shortsighted, 
elfish trade policy toward a major country in the area can do us no good, 

(nd finally, there is the relationship between Venezuela and the pressure here 

abroad to supplant direct financial grants to our friends around the world 


ith the policy of “trade, not aid.” The countries we have been supporting 
during the past years of rehabilitation are tired of buying from us with our own 
one} They want to pay their own way by selling to us. Prominent business 


eaders and organizations have spoken out in this country for a new approach 
American trade policy, to encourage those we would have as our customers 
to be allowed to earn the dollars to pay for their purchases, instead of depending 
on so-called handouts, with the American taxpayer footing the bill. And yet 
here, in the Case of Venezuela, we may be about to turn away one of the few 
od customers of ours who have been paying us with their own cash—not with 
ilar gifts from their rich Uncle Sam 
Much of the future growth of American business will come through the expan 
on of overseas markets, not only to the benefit of American prosperity, but 
so to the advantage of economic stability in friendly nations the world over. 
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It would be shortsighted in the extreme to weaken the ability of any country to 
buy from us for the advantage of a single special-interest group. 

For all these reasons, therefore, we strongly urge the committee not to recom- 
mend a repudiation of the trade treaty so recently signed between the United 
States and Venezuela, thus cutting us off from one of our best and most satis- 
factory export markets. 

Very truly yours, 
W. V. ReYNorps, 
Vice President, International Division 


sERWYN T. Moore & Co., 
Louisville, Ky., April 24, 1953. 
Hon. DANtget A. REED, 
Chairman, Ways and Means Committee, 
New House Office Building, Washington, D. C. 

DEAR CONGRESSMAN Rexgp: I have noted that your committee commences hear 
ings on H. R. 4294, a bill pertaining to foreign trade, on April 27, 1953. Since 
I will be unable to appear as a witness before your committee, request is hereby 
made that the following statement be made a part of the record of the hearings 
on H. R. 4294. 

As an investment securities broker, I am naturally interested in the continued 
stability of our country’s economy. It is my personal opinion and the opinion 
of my company that the bill introduced by Congressman Simpson will very harm 
fully affect our economy. The provision in that bill which imposes drasti 
restrictions on the oil imports of this country would have a most damaging 
effect on our trade with Venezuela and any legislation which tends to diminish 
our export markets will harmfully affect our economy. The usual instability 
of the governments of South American countries is bad enough without our 
Government taking action which the Communists can use to render the govern 
ments of those countries increasingly unstable. 

For the reasons stated above, Berwyn T. Moore & Co., of Louisville, Ky., wishes 
to go on record in opposition to the enactment of H. R. 4294 and specifically in 
opposition to the imposition of any import restrictions on residual and crude 
oil, and in favor of an extension of the present Reciprocal Trade Agreements 
Act without amendment. 

Yours very truly, 
Berwyn T. Moore & Co. 
Berwyn T. Moore, President. 





STATEMENT OF FRED FRANKE & Co., LOUISVILLE, Ky. 


On behalf of the Fred Franke & Co., I submit the following statement and 
request that it be made part of the record of the hearings of H. R. 4294. 

We have noted that section 322 of H. R. 4294 imposes very drastic import 
restrictions on residual and crude oil. It is a matter of common knowledge that 
the economy of Venezuela is built almost entirely on the export of those 
products. 

Although our company is a relatively small one, we have found during the 
past few years that our export business is an increasingly important part of 
our operation. 

Our company is of the opinion that the enactment of section 322 of H. R 
4294 would not only harmfully affect our own business, but would have a tremen- 
dous adverse effect on our entire national economy, inasmuch as it would 
indicate the policy which our Government intends to follow with reference to 
foreign trade. 

For the reasons stated above, the Fred Franke & Co. of Louisville, Ky., strongly 
recommends that the Reciporcal Trade Agreements Act presently in force be 
renewed without amendment and no import restrictions imposed on crude 01 
residual oil. 

Certified by: 
FRED FRANKE & Co. 
Louis P. Ronarps, Vice President 
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F. L. Smipru & Co., 


New York, N. Y., May 11, 1958. 
lion, DANIEL A, REED, 


Chairman, House Ways and Means Committee, 
The House of Representatives, Washington, D. C. 


Deak Str: It has been brought to our attention that hearings are scheduled 

take place in connection with proposed law H. R. 4294 presented in Congress 
by Representative Simpson of Pennsylvania, which, if approved, would limit the 

portation of oil into the United States, a restriction of particular severe conse 
quences for Venezuela. 

Our firm having close commercial relations with Venezuela takes the liberty 
of presenting its view and suggestions to your esteemed committee, as we are 

nxious to support the contention advanced by the Venezuelan authorities that 
he purchasing power of that country can be maintained only on a reciprocal 
trade basis. 

Our company specializes in the design of cement plants and the manufacture 

* machinery for such plants. We have contributed in no small measure to the 
development of the Venezuelan cement industry, having supplied a substantial 
part of the machinery installed in the six cement plants presently operating in 
Venezuela. 

The Venezuelan market has been extremely valuable to our firm in the past, 
and the prospects are that we shall continue to do a great volume of business 

th the private cement companies in Venezuela for their requirements for new 

achinery and spare parts to keep the multimillion dollar industry operating 
and expanding. 

In support of this statement we can mention that during the last 10 years after 
the Venezuelan cement industry started its spectacular expansion, our firm has 
furnished machinery and technical services in the amount of between $7,500,000 
£8,000,000. These figures are far in excess of our sales to any other Latin 
American country. 

As an American exporter of industrial machinery, it is in our interest that 
Venezuela can continue to import American goods without restrictions and on 
the same easy currency basis as has been prevailing in the past. It stands to rea- 
son that this can be achieved only if Venezuelan goods are allowed to enter the 
United States without restrictions, Oil is the source of virtually all of Vene 
zuela’s dollar earnings, without which Venezuela cannot continue to buy goods 
n the American market and we presume that your esteemed committee is well 
aware that Venezuela is now among the world’s largest consumers of American 
goods. 

In respectfully submitting our point of view, we hope that the committee will 
vive due consideration to the importance for Venezuela to sell her production in 
the United States. We are confident that all American firms engaged in the 
export trade with Venezuela are unanimous in their disapproval of the proposed 
restrictions on oil imports as intended in the so-called Simpson bill. 

In concluding, may we respectfully request that this letter be included in the 
records of the hearings. 

Very truly yours, 
F. L. SmiptH & Co., 
R. Frtts-MIKKELSEN, Export Manager. 


STATE OF New YorK, 
County of New York, ss: 
Sworn and subscribed to before me this 12th day of May 1953. 
[SEAL] CHARITA M. STAMM, 
Notary Public, State of New York. 
Term expires March 30, 1954. 





NESTLE’S PRopucts (Export), INC., 
Stamford, Conn., May 12, 1953. 
Re H. R. 4294. 
Hon. DANIEL A. REED, 
Chairman, House Ways and Means Committee, 
House of Representatives, Washington, D. CO. 

Dear Mr. Reep: We respectfully request that this letter be spread on the record 
your committee is making at the hearings on the Simpson bill (H. R. 4294), so as 
officially to reflect that we are opposed to import quotas for crude petroleum and 
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residual fuel oil, as called for 


following reasons: 

Our company is engaged in the overseas distribution of dairy products (canned 
milk, powdered milk and cheese) ; infant feeding specialties ; homogenized foods ; 
chocolate, coffee and powdered coffee products ; and soups, gravies and seasonings 

Section 13 (a) and (b) of the Simpson bill, if enacted, would seriously hamper 
Venezuela in obtaining U. S. dollar exchange with which to buy United States 
goods and services which, in 1952, for example, were valued at over $1,000,000,000, 
and of which approximately $88,000,000 were spent for foodstuffs, such as canned 
meats, preserves, canned vegetables and fruits, flour, fruit juices, etc., and includ 
ing, approximately, $16,528,000 worth of dried whole milk, the major single item ; 
$5,054,000 worth of infant feeding specialties ; and $760,000 worth of liquid pre 
served milks and other dairy products—f. o. b. seaboard U.S. A. 

Translated into terms of recognizable benefits to the United States economy, 
the Venezuela market for United States dairy products is such as to require, 
annually, some 53,870 dairy cows valned at approximately $13,468,000; the sery 
ices of some 5,990 farm families to produce some 315,137,000 pounds of raw milk 
valued at approximately $11,029,800: the equivalent of some 9 average size milk 
factories valued at approximately $6,500,000; and the services of some 540 milk 
factory workers whose wages and salaries are approximately $1,958,600. 

Additionally, some $38 million worth of sundry equipment and supplies are an 
nually consumed on the farms and in the factories to produce and process the 
dairy products and infant feeding specialties imported by Venezuela each year 
from the United States, the sizable number of gainfully employed workers and 
the corresponding payrolls required in the manufacture of which are indirectly, 
but nevertheless vitally, dependent upon Venezuelan imports of United States 
dairy products for their continued existence 

Coupled with the foregoing are the so-called invisible exports to Venezuela, 
i. e., the uncontrolled repatriation of United States dollar exchange in cover of 
profits on United States trade with and investments in Venezuela, and payments 
for inland transportation, ocean freight, insurance, special services, ete., in 
volved one way or another in the movement of United States dairy products into 
this important export market, and which account for some $10 million that 
flow into American hands each year from Venezuela. 

In total, therefore, the United States dairy products industry (including 
farmers) and related services and industries have a stake in the Venezuela 
market amounting roughly to $50 million per annum, an important sum which, 
year after year, translates itself into a multitude of jobs for workers in American 
industrial, agricultural, insurance, shipping, and many other fields, and Ameri- 
can business concerns, farmers and workers alike, are thereby provided with a 
substantial and steady source of income traceable directly to United States dol- 
lar exchange made available through the sale and shipment of Venezuelan oil 
to the United States. 

Thus, in our opinion, restrictions on the importation of foreign petroleum 
products, as provided for in the Simpson bill, can have only an unfavorable effect 
upon the political and economic ties between the United States and Venezuela ; 
and, obviously, it would be contrary to our national interests to enact into law 
any provision which would restrict, rather than expand, trade between our 
country and one of the very best cash customers we, as a Nation, are privileged 
to have. 

At this moment, when our Government is expending millions of dollars stock- 
piling surplus dairy products, it is incomprehensible that serious consideration 
should be given to section 13 (a) and (b) of the Simpson bill, which, if enacted 
into law, would destroy the medium (United States dollar exchange ex Venezuela 
oil) by which large quantities of surplus dairy products are being marketed in 
Venezuela with profit to the American economy. 

Furthermore, we cannot endorse, nor do we believe that this Congress wishes 
to stand accused of repudiation of the trade agreement signed between the 
United States and Venezuela on August 28, 1952. That, unfortunately, would 
be the result if section 13 (a) and (b) of the Simpson bill is enacted into law, 
since the most important concession granted by the United States’ in the 
Venezuela trade agreement of 1952 was that in respect of oil, the lifeblood of 
our Nation's trade with its good and solvent neighbor to the south. 


by section 13 (a) and (b) of said bill, for the 
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May we, therefore, repeat our request that this letter be included in that por 
tion of the record of your committee’s hearings which contains the statements 
in opposition to section 13 (a) and (b) of the Simpson bill (H. R. 2294). 

Respectfully submitted. 

NESTLE’S Propucts (Export), INc., 
By ——— 


, 





Vice President 
Attest: 
[ SEAL | GEoRGE O. TIFFANY, 
Secretary. 


(Thereupon at 3:07 p. m., a recess was taken until Friday, May 15, 
1953, at 10 a. m.) 
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FRIDAY, MAY 15, 1953 


House oF REPRESENTATIVES, 
CoMMiTTEE ON Ways AND MEaAns, 
Washington, D.C. 

The committee met, pursuant to recess, at 10 a. m., in room 1102, 
House Office Building, Hon. Daniel A. Reed, chairman, presiding. 

The CuatrMan. The committee will come to order. 

Che committee will receive testimony today on section 13 of H. R. 
1994, which provides for a sliding scale stabilization in Root tax on 
lead and zinc. The committee has an unusually long list of 26 wit- 
nesses this morning. I am going to call Mr. Aspinall out of turn here, 

f I may. 

If you will just give your name and the capacity in which you ap- 

pear, we will be very glad to hear you. 


STATEMENT OF HON. WAYNE N. ASPINALL, A REPRESENTATIVE 
IN CONGRESS FROM THE STATE OF COLORADO 


Mr. Asptnatu. Mr. Chairman and members of the committee, my 
name is Wayne N. Aspinall, Congressman from the Fourth District 
of Colorado. 

I wish to submit to this honorable committee a statement which 
favors the general policy of the reciprocal trade agreements, and also 
favors section 13 of the Simpson bill which, in my opinion, is a very 
important matter as far as the domestic mining industry is concerned 
and the national security of the Nation. 

I wish to suggest, Mr. Chairman, that I think the policy we have 
followed heretofore to a great extent amounts to nothing more than 
the importation of cheap labor into our country. It is my feeling 
that we must protect our standard of living and the skilled labor whic h 
IS SO necessary to the maintenance of our ec onomy. 

I thank you very much. 

The CuatrMan. Without objection, you may file your statement. 

Mr. Asprnatu. Thank you. 

(The prepared statement of Mr. Aspinall follows :) 


STATEMENT OF WAYNE N. ASPINALL, MEMBER OF CONGRESS, RE H. R. 4294, TRADE 
AGREEMENTS EXTENSION 


Mr. Chairman, I appear at this time in support of the extension of the author- 
ity of the President to enter into trade agreements under what is commonly 
called the reciprocal trade agreement program, authorized in 1934. I think that 
the extension of this section of the Tariff Act of 1930 is essential to the general 
welfare of our Nation, for, as we recall, the Tariff Act of 1930 was conceived 
under the banner of protection. In my opinion, section 350 of that act, which 
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gave to the President the authority to negotiate in good faith with other na- 
tions for mutually advantageous reduction of tariff and trade barriers, marks a 
high point in the conduct of international relations. When the great economic 
treatise of Adam Smith, appearing at the same time as our Declaration of In- 
dependence, sounded the death knell of the old theories of the mercantilists the 
way was opened for the utilization of the channels of international trade as an 
additional method to enhance the general welfare by international specializa- 


tion. Prior to that time, it was an accepted and advocated pattern of conduct 
for each nation to seek to build itself and its “treasure” at the expense of other 
nations. This pattern involved the use of all manner of restrictions designed to 
bring about what was called a favorable balance of trade. In simple terms, 
this meant the maximum balance of “treasure” or gold which could be obtained 


by exporting more than was imported and demanding the remittance of that 
balance in gold. That this policy would necessarily involve the uneconomic pro- 
duction of many goods in the Nation was admitted and defended. It was also 
admitted that it would require that less be bought from overseas markets than 
the free market would allow. Thus it was that all manner of quotas, exclusions, 
tariffs, and curtailments were advocated as instruments of national policy for 
this combination would, for each individual nation, increase its sterile stock of 
what was called treasure. Then came Adam Smith who wrote, not about the 
maximization of sterile bullion but rather the “wealth” of the Nation. 

This wealth was accounted for and measurable by weight, tally, and count 
to some degree it is true, but its better measure was the “wealth” or well-being 
of the inhabitants within the state as opposed to the wealth or treasure in the 
coffers of the king. The achievement of this end, as viewed by Mr. Smith and 
virtually all economists since he began the school, was to be achieved by the 
division of labor and the specialization of production. This would enable each 
producer to give his attention to that field in which he excelled and, by creating 
more, also exchange that output for more and better things produced by other 
specialists. The simple validity of this process of free exchange has never been 
denied 

This is not to say that the principle of the unfettered movement of goods has 
reigned as an inviolate law although it did come to pass in 19th century England. 
Mercantilistic thought did not pass quietly into oblivion and it lives strongly 
in this day, just as it lived even more strongly in 1930. Perhaps the greatest 
exponent of this doctrine, outside of our own Alexander Hamilton, was Frederich 
List who wrote and pursuaded at about the same time. His thesis was, and it 
has suffered no major change just as Smith’s has not, that there were sure and 
peculiar advantages which would accrue to a nation if it protected certain 
domestic industries—such things as necessary infant industries, those which 
would materially aid in the utilization of available resources and so forth. 
Modern argument is still cast in these old terms. On the one hand, unhampered 
trade will allow the flowering of the principle of division of labor and specializa- 
tion of production which, operating through a free market, will give the greatest 
return to the greatest number of citizens. On the other hand, a careful policy 
of selective protection for vital industries will maximize the welfare of the 
nation, and thereby its peoples, by avoiding a dangerous and costly dependence 
upon nations overseas for supplies and materials needed in time of war and 
prevent various sorts of “economic” wars. 

It is, I am sure, too much to hope, that this conflict will ever cease as the ex- 
ponents of each case seem always to find new ammunition to fire at old targets. 
However, there always exists the hope that the extremes may be brought into 
a workable balance so that the national welfare may suffer less from changes 
in the pattern of conduct. At this moment, this Nation has a peculiar chance to 
weigh these issues and come to agreement as to the most useful long term policy. 
I say it is peculiar, and say it because we stand again at a point of decision. 
The trade-agreements program, that is negotiation of mutual reductions, has 
been our policy since 1934 and under that policy we have reduced many tariffs. 
Now Congress has been requested by the President to extend this poliey for a 
year while a thorough study is had of our foreign economic policies. I under- 
stand that Congress is to participate in this study and well we should, for ours 
is the job of determination. 

However, this is but a part of the story of why we stand at a point of decision. 
The whole story involves our inheritance of the mantle of leadership of the 
free nations and the existence in the world of a powerful and unprincipled force 
dedicated to the conquest, by one means or another, of the nations not now in 
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orbit. The best short summation of the problem is found in the popular 
ogan, “Trade, Not Aid.” This slogan is to be worked into a major part of 
the present cold-war strategy. This is necessary because one great hope of the 
asters of the Kremlin is that the non-Communist nations will engage in a great 
ade war Which will lead to divisions or war which will enable them to step 
nto vacuums as they have in the past and absorb other nations. This must be 
revented at all costs as economic policy, trade policy, military policy, and 
isychological policy is welded into an instrument which will, in the long run, 
stymie the aggression of the Communists. 

Since the ending of World War II, this Nation has engaged in a historie policy 
of help for battered nations so that once proud nations could rebuild from the 
ashes of total war. We have dedicated billions to this cause and thus far, have 
prevented the further encroachment of communistic imperialism except in areas 
where force was a factor. We have however, passed the point where we can 
ontinue to pour out treasure for the upkeep of free nations. We have, on the 

mtrary, come to the point of the slogan, where what is needed is trade and not 
aid. The war-shattered economies of Europe have been rebuilt for both former 
foe and wartime ally and now these economies must move into the markets of the 
wi . and exchange one type of goods for another, exchange what they produce 
or that which they cannot produce. We are all aware that much of this ex- 
change process before the war flowed from Europe to areas now under Communist 
domination and from those nations to Europe. No longer is this an advantage 
to the free nations for most of them are participants, to some degree, in the 
first united effort against aggression. It has been determined by free people 
that no longer will small aggressive ventures be allowed to grow into great and 
errible wars and so it is that we fight in far-off Korea, not for territory but for 
in idea and for a means of preserving freedom elsewhere. 

And so it is that we have a choice; a choice between a continuation of tax- 
created gifts to Europe and the Far East to sustain their economies in the absence 
if normal trade channels, or a pattern of trade which will enable them, one with 
inother, to produce and exchange and sustain themselves by their own resources. 
If we fail to provide a trade pattern for our ally Japan to replace the prewar 
pattern of trade with what is now Red China, then we can either pick up the 
tab with tax dollars or watch the inevitable forces of economic life turn her to 
trade with this part of the communistic empire while other free nations fight 
it on the field. This we cannot do. Our resources and our tax sources are not 
so inexhaustible that we can drain them forever without return. We cannot 
always export the fruit of our soil, the product of our mine and well, the sweat 
of our labor, and the funds of our taxpayer, without bringing upon ourselves a 
type of bankruptcy, a bankruptcy of resource. 

Thus it is that we must sit down as Americans and decide which way we are 
go. Wemust do this from a national point of view and this achievement alone 
will require the best that is in us. Too often in the past we have made these 
decisions on the basis of an agglomeration of smaller viewpoints. The stakes 

re now too high for this. The view must be national, must be that which, while 
hurting some, will nonetheless maximize the gain to all. 

In this connection, I find myself in support of section 13 of H. R. 4294 which 
will be decried by many as a sectional interest. This I will not necessarily deny 
but I shall try to put it into context. This is the section or provision which 
established a sliding scale or equalization import fee on lead and zinc, both 
metals which are necessary in peace and vital in war. I spoke of a national 
viewpoint, one which would insure a maximum return to the citizens generally. 
| have not strayed from this path even though it might be possible to achieve 
these ends by other means. What is sought by this provision is simply a means 
which will insure a minimum of production of lead and zine within the confines 
of this Nation. Does this have an importance to the general welfare? I think 
it does. 

We live in an uncertain world in which war, total war, may come without 
any warning. That war must be fought with raw materials, with factories as 
well as with men. If, in the short run, in the pursuit of the desirable tenet of 
buying in the least expensive market, we thereby cause the closing of primary 
mines all over this Nation, then we have “paid too much for our whistle” for 
we will have lost more than the mines alone. We will have dissipated the highly 
skilled labor force, the technical and managerial know-how, we will have allowed 
mine shafts to flood, to cave in, the mining communities to close down, the 
equipment to rust, and the whole going concern to die. Any businessman, 
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miner or not, can tell you the value of “going concern.” Any businessman will 
pay more for an operation which is “going,” which has a skilled staff, a clientele, 
accumulated know-how and the many components of a concern other than its 
mere fixtures, stock and buildings. 

Now, this is something which is important not because it might happen but 
because it has happened already. The Small Business Committee will soon 
return from a series of hearings in the West. The record of those hearings 
will be replete with the almost criminal record of the closing of lead and zine 
mines all over the Nation because of a depressed price structure. For the most 
part, this depressed price structure is the outgrowth of a great increase in 
supplies brought about by the pull of demand which followed, as usual, the 
demands of the Korean war and of defense generally. The same old bust is fol- 
lowing the boom. The short-run fluctuation is killling the long-run goose that 
must lay the eggs in far-off tomorrows as well as today. I shudder to con- 
template the prospect of a war’s demand for lead and zine (not to mention a 
whole host of other metals and minerals) if we allow the current depressed 
situation to become “normal.” It could mean little but ruin. 

It is my personal opinion that this necessary production of at least a minimum 
of vital metals and minerals from safe domestic sources could be met in ways 
having less impact on this national trade policy. However, this is the only 
amelioriative legislation actively being considered by the Congress or by the 
administration so far as I am able to determine. The national welfare in a 
defense period demands some action and this I support as one sure way, and 
perhaps as well, a way which will create pressure for alternative plans. 

I should like to mention these alternatives, of which there are four, and in order 
of my preference. First, a program of incentive benefits which would bring the 
market price to parity just as this import fee will do. Second, the first failing 
of adoption, then a direct and open subsidy to achieve parity. Third, a program 
similar to the commodity credit operation of the farm parity support program 
with loans and other aids, and last, all else failing, a pure tariff of such mag- 
nitude as would insure a going domestic mining industry. 

1 wish to close by again emphatically pointing out that I am talking here out 
of a firm conviction that the national good must have first consideration in our 
time as we seek, with other free nations, to find common ground for the long pull 
against aggressive communism. I am not talking from a partisan point of view 
either as to party or as to industry for I know only too well that this testimony 
will not create friends in partisan quarters. Such is not my purpose. If we 
are to demonstrate that the free way is superior to alll others then we must do 
just that and forswear the luxury of sectionalism or emotionalism. If we fail, 
we may well find that we have failed to preserve freedom and without freedom, 
what advantage exists in anything, even life itself? 

Mr. Dince.u. Mr. Aspinall, I know how jealously you regard that 
Colorado terrain. Is this a part of your tribe here, all these 
witnesses ¢ 

Mr. Asrrnatu. Not all of these witnesses are mine, but I own a 
great many of them. 

Mr. Dineeti. But you will take them under your wing? 

Mr. Asprnatn. Absolutely, Mr. Dingell. 

Che Cuamman. We thank you very much for your appearance 
and your statement. 

The next witness will be the Honorable William A. Dawson, of 
Utah. 

Is Mr. Dawson in the room? 

(No response.) 

The Cuarrman. The next witness before us will be the Honorable 
Ed Edmondson, of ( Yklahoma. 

Of course, we know you and are glad to see you here. If you will 
just give your name and the capacity in which you appear, we will 
be glad to hear you. 
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STATEMENT OF HON. ED EDMONDSON, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF OKLAHOMA 


Mr. EpMonvson. Ed Edmondson, Member of Congress from the 
second District of Oklahoma. 

I appreciate very much this opportunity to appear in behalf of the 

id and zine provisions of the Simpson bill 

I would like to begin by making a correction in a preliminary 
eport on zinc in Oklahoma which I filed with the chairman of this 
committee back in April. At that time I gave to this committee 
figures on importation of zine into this country, quoting from Repre- 
-entative Metcalf’s figures that there were 450,000 tons of zinc imported 
nto this country in 1952. The latest figures, however, of the United 
States Tariff Commission have Just become available to me, and the y 

iow that zine imports for 1952 amounted to a total of 699,000 tons, 
of which 599,000 tons were pond 

Exports, on the other hand, amounted to 62,000 tons during that 
vear, leaving an import balance of 637,000 tons, which came in in 
1952. 

| think that I can reiterate even more strongly the conclusion in 

iat report which I supplied to the committee earlier, that this tre- 

‘ndous import figure must have had a decisive effect upon the great 

real in zine prices which took place in June of 1952, when the price 

zinc began its downward slide which has not stopped up to this 
time, 

There were seven conclusions pointed out in this earlier report, 

hich I think should be emphasized in connection with the near 
disaster conditions that prevail in the tristate mining area. 

The first of these is the fact that a majority of the mines normally 
operated in this area and engaged in zinc and lead mining are now 
shut down. One of the witnesses appearing from the tristate area 

will give to this committee the very latest figures showing the great 
extent of this shutdown, and showing also the fact, as pointed out 
n the second conclusion of this report, that several thousands of 
miners and mill workers have been thrown into unemployment or into 
other lines of work. 

The third conclusion in that report deserves emphasizing again, 
because it is a condition that is creating near depression conditions 
in this area, and that is that the miners remaining on the job have 
seen their hourly pay drop an average of 4714 cents in the last 6 or 
i months. That means that the purchasing power of these miners 
who still are on the job is declining rapidly in a period when we are 
not seeing any comparative decline in prices of the things that they 
have to buy. 

The fourth of these conclusions is the fact that there is a terriffic 
cost of pumping which is being taxed upon these mines that are not 
even operating today, estimated at figures that I have heard anywhere 
from $90,000 to a quarter of a million dollars over a year’s period, 
for the cost of power alone to carry on this pumping in these shut- 
clown mines, 

I think it should be emphasized to the committee that the value of 
these tristate mines which are in danger of being flooded unless 
-omething is done to return them into production, cannot be measured 
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in terms of quantitative production alone, because this Prime West- 
ern ore has highly specialized uses in industry, and that makes this 
region doubly important to our industrial picture. 

The sixth point I have brought out in this report and would like 
to emphasize again is that lead, which is an essential to defense in 
this atomic age, can only be mined efficiently in this area as a by 
product of zinc, and if we flood these zine mines we are going to lose 
those valuable lead ores, also. 

Finally, the importance of this area to America’s war potential 
is something that cannot be overemphasized. I think if we permit 
the loss of these valuable lead and zine ores in this critical time in 
world affairs, we certainly are risking grave danger to America’s wat 
effort in the event we do become involved in an all-out shooting war. 

Mr. Chairman, I will not take further time of the committee, except 
to appeal to this committee to give careful consideration to the testi- 
mony of Mr. Childress and of Mr. Kaiser, who are fresh from the 
scene and can give to this committee the very latest figures on this 
picture. 

I would also like to ask permission of the committee to place in the 
record a letter which I received only yesterday from the President of 
the United States, in which he agreed with me that there was a very 
serious situation there, and that something would necessarily have 
to be done to take care of it if it was possible to work out some feasible 
plan to do it. 

The Cnamman. Without objection, that letter may be included as 
part ot your testimony. Would vou like to include any of the docu 
ments you have there asa part of the permanent record ? 

Mr. Epmonpson. I think that this report has already been made 
available to the committee. I would like to ask permission that it 
be placed in the reeord of the hearing. 

The CuatrmMan. Without objection, it is so ordered. 

(The report and letter referred to follow :) 


PRELIMINARY REPORT ON ZINC IN OKLAHOMA, BY REPRESENTATIVE Ep EDMONDSON, 
SecoNp District, OKLAHOMA 


Conditions in Oklahoma’s zine mining area—an important portion of the vital 
tristate mining region which at one time supplied 60 percent of America’s zinc 
production—must be rated crucial on the basis of a preliminary survey just 
completed. 

At stake is an integral part of an industry which is definitely critical in any 
all-out war effort by our Nation. The importance of zine in the manufacture 
of automobiles, guns. and ammunition—and the resulting importance of safe- 
cuarding and maintaining our domestic zine supply—cannot be overemphasized 
in any objective valuation of America’s.wartime strength. 

Several months ago, I began to receive danger signals from the industry in 
Oklahoma’s Second District. Due to steadily declining zinc and lead prices 
(lead rating as an important byproduct of zinc mines in the tristate region) 
increasing numbers of mines and mills were shut down by their operators. 

In late March, I received the alarming report that 60 percent of the small 
mines in the tristate area had been shut down throwing more than 4,000 miners, 
millworkers and employees of related businesses out of work. 

On March 30, these reports were personally relayed to President Eisenhower, 
who expressed deep concern over the problem and asked for more detailed infor- 
mation, as well as recommendations from the industry. . 

The Easter recess of Congress afforded an opportunity to return to Oklahoma 
for a firsthand survey of the zine and lead situation in the northeastern section 
of the State, adjoining the Kansas and Missouri zones of the tristate region. 

On April 10, at Miami, and April 11, at Muskogee, I talked with large numbers 
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of industry representatives, including spokesmen for the small-mine operators of 
the region, for the largest mine operating in the tristate area, and for union 
workers both in the mines and in the related mills and smelters, 

In one of the mines, I interviewed more than a dozen workers on the job in 
different phases of the mining operation. 

I rate the overall situation in the tristate area as crucial on several counts: 

(1) A majority of the mines normally operated in the area and engaged in 
zine and lead mining are now shut down. Many of the smaller mills are also 
shut down. Exact numbers will be supplied in thenear future. 

2) Several thousands of miners and millworkers have either been thrown into 
unemployment or into other lines of work, in many cases out of the tristate area. 
Unemployment compensation figures for the region fail completely to reflect the 
true picture. 

(3) Miners remaining on the job in the few operations still going—including 
the area’s largest mine—have seen their hourly pay drop an average of 4714 
cents in the last 6 months. This is due to the pegging of their wage scale to the 
price of zine, which has fallen from the OPS ceiling price of 1914 cents a pound 
to 11 cents a pound (far below actual cost of production for most operations in 
the tristate region). 

(4) Most of the shutdown mines of the area are in constant danger of flooding, 
and must be pumped at high cost even while not operating (I talked with one 
operator, whose mine employs 130 men at full production and has been shut 
down since February, whose pumping cost alone totals $5,000 a month while not 
operating). Experts state that vast quantities of valuable ore will be lost to 
the Nation if flooding takes place, but operators advise they cannot afford to 
continue pumping many shutdown mines for additional months without operating 
income, 


(5) Value of the tristate mines cannot be measured in terms of quantitative 
voduction alone (although the region has been the Nation’s most consistently 
rich source of zine for decades). As one of the few world sources of Prime 
Western ore, which has highly specialized uses in industry, the region is doubly 
important to the zine production of the country. 

(6) Lead—so essential to defense in the atomic age—can only be mined 


Y 


efficiently in the area as a byproduct of zinc. Valuable lead ores are endangered. 
(7) The region has additional important utility to America’s war potential, 
by virture of its relatively protected inland location, as well as the proximity of 


some of the Nation’s greatest smelters, in Oklahoma and Kansas. This is an 
added reason why it must not be allowed to flood or be destroyed through eco- 
nomic disaster which would lose to the Nation the mining organization, skills, 
and equipment which might be vital in event of all-out war. 

Industry representatives could undoubtedly add another dozen grounds for 
a “crucial” classification of the Tri-State region today. 

What is the reason for crisis in the zinc industry, particularly in Oklahoma 
and the tri-state area? 

A prime reason is undoubtedly mounting foreign imports, totaling over 450,000 
tons in 1952. Representative Metcalf of Montana has pointed out that this im- 
port total is 49 percent above the 1951 figure, and the greatest tonnage brought 
into our country since 1948, during our peak war effort. Latest figures of 
United States Tariff Commission for 1952 shows a total zine import of 699,000 
tons, of which 599,000 tons were free; exports were 62,000; net—637,000 tons 

A tragic feature of the import situation is the fact that our country has 
stimulated these imports, through “floor plan” contracts of our Defense Minerals 
Procurement Agency under which our Government guarantees on foreign im 
ports from some developments in Mexico, Peru and other foreign countries, 
prices 5 or 6 cents a pound above the prevailing United States market price on 
zine. Some of these contracts still have 3 or 4 years to run. 

Other reasons for the current crisis undoubtedly include temporary stockpile 
excesses in the industry early this year, arising in part from the steel strike 
of last year. Dumping of British surpluses of zinc has been reported a big 
factor. 

Whatever the reasons, it is obvious that some solution must be found to 
save the situation. 

I was pleased to find in Oklahoma, among representatives of both manage 
ment and labor, a reluctance to urge further subsidies from the Government as 
an answer. Subsidies are regarded as an undesirable last resort. 

Nor was it felt that further Government stockpiling will meet the tremendous 
problem, although some action along this line would undoubtedly help bolster 
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zine prices—especially if restricted to domestic concentrates or metals made from 
domestic ores. 

The proposal for a variable tariff, or so-called “sliding tariff,” appeared to 
most representatives of the industry the most promising long-term solution to 
the problem. 

Under this proposal, as discussed in our Oklahoma meetings, the tariff would 
vary with supply and market conditions of lead and zinc, being tied to a base 
price of somewhere between 14 and 16 cents on zinc, and imposing a sufficient 
duty on imported zinc to offset any price drop below this base. 

It was the consensus of most of the small mine operators that zine prices of 
approximately 16 cents were essential to profitable operation in their area. 

They were particularly indignant—and rightfully so—that DMPA floor plan 
guaranties were providing that kind of return to foreign zinc mine operators, 
and not to them. Operator after operator told me of unsuccessful attempts to 
secure floor plan contracts for mine development in the Oklahoma area. This 
floor plan guaranties were simply not available for Oklahoma mines, accord- 
ing to my information. 

As its title indicates, this is not a conclusive report, nor is it a complete one, 
on the Oklahoma zine problem. Additional information and documentation will 
shortly be available, and will be supplied to the Congress and the White House. 

Immediate action to meet this urgent problem, however—both on grounds of 
national defense and economic well-being—is so imperative that this preliminary 
report is being supplied. 

It is hoped that leaders of our Government will respond with action. 


THe WHitTe IIouse, 
Washington, May 11, 1953 
Hon. Ep EDMONDSON, 
House of Representatives, Washington, D.C. 

DeraR Mr. EpMonpson: I have had an opportunity to look through the material 
enclosed with your recent letter. This preliminary report on zine mining con- 
ditions in Oklahoma and the tristate area contains statements that impress me 
with the seriousness of this situation. 

A strong domestic mining industry is vital to national security and to the 
continued prosperity of our country. I hope that the administration may find 
a way of relieving the depressed conditions that prevail within many mining 
districts. 

That problem, of course, is one of determining what course of action may 
accomplish this purpose without endangering other policies essential to the secu- 
rity and economic welfare of this Nation and other free-world countries. We 
must find a solution that is equitable to all concerned and I am encouraging the 
Congress and agencies within the executive branch to work toward that end. 
The Department of Interior in particular has been asked to devote its energies 
in this direction. 

Your initiative in personally conducting these investigations is to be com- 
mended, and I hope that further enlightenment on his vexing problem will result. 
I will be glad to receive further facts as they are developed. 

Sincerely, 
Dwicut D. EISENHOWER. 


The Cyarrman. Thank you very much for your very excellent 
statement. 
(The following letter was later received from Mr. Edmondson :) 


CONGRESS OF THE UNITED STATES, 
House OF REPRESENTATIVES, 
Washington, D. C., May 22, 1953. 
Hon. DANTEL A. REED, 
Chairman, Committee on Ways and Means, 
House of Representatives, 
Washington 25, D.C. 


My Dear COLLEAGUE: On the recent occasion of my testimony before your 
committee during its hearings on the Simpson bill to impose limitations or 
establish variable tariff rates on foreign imports of oil and certain basic min- 
erals, it was my understanding that you had already concluded your hearings on 
oil imports. For that reason, I confined my testimony on that date to the lead 
and zine section of the Simpson bill. 
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On the basis of information which I have received from responsible leaders 
of oil exploration in my district I am convinced that there is also an urgent need 
for the oil import limitations provided in Congressman Simpson’s measure. The 
tremendous increase in foreign imports of petroleum has already led to sub- 
stantial reductions of crude production in our country, and further cuts in 
domestic production will be necessary during the coming months unless imports 
are restricted. As the Independent Petroleum Association of America has 
pointed out, this means less income to the domestic industry, less drilling, less 
reserves found, and less productive capacity. In short, less security as to oil. 

I will consider it a personal favor if you will take these views into considera 
tion in connection with your committee’s final decision on the Simpson bill, and 
it will be deeply appreciated if this letter can be made a part of the record of 
hearings on that bill. 

With best wishes and kindest personal regards, 

Sincerely yours, 
Ep EpMONDSON, 
Member of Congress. 

Phe CuarrMan. I will now ask if the Honorable William A. Dawson 
is 11 the room ? 

We are delighted to have you here, sir, and we will be glad to hea 
your testimony. 

Mr. Dawson. I am glad to be here, Mr. Chairman. 

The Cuairman. If you will give your name and the capacity in 
which you appear for the record. 


STATEMENT OF HON. WILLIAM A. DAWSON, A REPRESENTATIVE 
IN CONGRESS FROM THE STATE OF UTAH 


Mr. Dawson. I am Congrssman William A. Dawson, Second Dis- 
trict of Utah. 

I have a prepared statement, Mr. Chairman. Ihave submitted some 
copies to the members of the committee. 

Mr. Chairman, first of all I want to thank the members of the com- 
mittee for giving me this opportunity of appearing in behalf of H. R. 
1294. This bill holds out the hope of health to a sick and dying metal 
mining industry. The protection the law provides for the zine and 
lead miner is needed immediately to relieve economic misery in thou- 
sands of homes in hundreds of mining communities. But, still more 
important, this protection is needed to maintain the productive capac- 
ity of this Nation. 

I intend to keep this statement as brief as possible. But I also in- 
tend to take the opportunity to challenge some of the testimony which 
has been presented during the past few weeks before this committee. 

Secretary of the Interior Douglas McKay, in his testimony before 
the committee, showed an honest concern for the present plight of 
the lead-zine mining industry. But he questioned whether it is of 
such a nature as to justify 1 using the term “ghost town” in describing 
some of our communities. 

I wish the Secretary could visit our mining towns or had time to 
read my mail. 

Let me tell the committee about Park City, Utah, which for more 
than half a century has hes its rich mineral deposits into the in- 
dustrial bloodstream of the Nation. It has one industry—mining. 
It has one career employment—miners. It has one type of plant—a 
mine. 
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Park City has been in trouble before. When industrial consump- 
tion of le: of and zine dropped to nothing in the depression, the mines 
closed. 

But now consumption of these vital metals is at an alltime peak. 
Yet how has Park City fared since last June when foreign metals— 
their production in some instances subsidized by the United States 
taxpayer—broke the lead-zine price? I quote a typical letter—this 
from Father Patrick Cullen of Park City. There are a good many 
other letters that I am sure other witnesses can read, really to depict 
to you the plight of some of the communities In my district, and I 
think these witnesses will only add to what is said in this letter. 

This is what Father Patrick Cullen has to say. By the way, he isa 
Catholic priest in that community. I quote: 

Since then it has been a long period of dire distress for families, many of whom 
have moved away, abandoning homes they had bought through the years. Now 


Park City looks derelict—a ghost town, a shadow of its former self. It’s a 
deserted village. Stores are smothered by debts because in lean times they give 
so much credit. Water and electric lines to houses have been taken up or cut 
— > 


That is Park City—once-great producer of: vital strategic metals. 
It is the same story in nearly every lead-zinc mining town in the 
Nation. Almost a year ago, this country in effect started to export its 
lead-zine mining Anaiey. Unless early action is taken, we will never 
vet it back. 

Secretary of State John Foster Dulles also appeared before this 
committee. He made the follow ing statement: 

The present act (he refers to the present Reciprocal Trade Act) contains pro 
visions which enable special measures to be taken to aed special situations 
such as may exist, for example, in relation to the lead and zine industries. 

I wish I could read into his statement the implication that he did 
admit there was a situation existing in the lead and zinc industry which 
needed attention. However, he did say “which may exist.” 

What are these provisions that Mr. Dulles cited as a ray of hope for 
the industry and its miners? I have written him, but as of this morn- 
ing I have not received a reply. I assume, however, he was referring 
to the “peril point” provision in the present act. This protection is at 
ts maximum 2.55 cents per pound on lead and 2.1 cents per pound on 

ne. That is assuming that the “peril point” provisions were exer 
cised and we got the maximum amount which could be allowed under 
the 1930 Tariff Act. That is not sufficient to alleviate the present 

At this time I would also like to take an opportunity of cautioning 
the committee against being misled by certain self-designated spokes- 
men for the lead-zine industry. I refer particularly to a telegram | 
received from the American Metals Co. of Illinois. And I am sure 
the same telegram was addressed to members of the committee. 

After deliberately exaggerating the effect the passage of H. R. 
1294 would have on the price of lead-zine, the telegram states: 

We join thousands of consumers of these metals in all industries in pro 
testing against the proposed bills which would tend to restrict or entirely pre 
vent importation of these vital metals. 


This is nothing but bunk and hokum. The American Metals Co. 
speaks for the American Metals Co. Its concern is for its properties 


scattered throughout the world. This company received more in 
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dividends from South African mining companies that it listed as its 
operating income from wholly owned ope rations. According to its 
own annual report of 1952, it had 3,240 employees in the United 
States—and 5,030 employees aboard—most of them miners in Mexico. 
This is self-interest speaking; not enlightened self-interest, just good, 
old-fashioned self-interest. 

During the course of the long hearings on this bill, the chairman, 
Hon. Dan Reed of New York, has made the statement: | his country 
did not become great by exporting its payrolls.” It has done that 
and more in the case of the lead-zine industry. For here not only a 
payroll is involved. A continuation of the present law means that a 
vital strategic metal producing industry has been exported. Along 
with it goes our airplane plants, our armament factories, our bearing 

shops. For they, in effect, become as scattered throughout the world 
as the raw material producing industries upon which they depend. 

The present law offers no relief to a very sick industry. Its future 
rests in the hands of Congress, and as a Member I do not intend to 
stand idly by and see it pass out of existence. 

I thank you. 

The Cuarrman. Does that complete your statement ? 

Mr. Dawson. Yes, sir 

The Cuamman. We thank you very much, Mr. Dawson, for your 
fine statement here 

Are there any questions ? 

Mr. Sapiak. Mr. Chairman, I would like to ask Mr. Dawson, how 
large a city was Park City? 

Mr. Dawson. It has a normal population of 5,000. At the present 
time it is down to about 2,200. 

Mr. Sapitak. Thank you. 

The Cuarrman. Mr. Dingell will inquire. 

Mr. Dincett. Mr. Dawson, I would like to ask you a question or 
two. Frankly, I confess being somewhat confused. 

I have sat on this committee for many years. During the period of 
emergency—World War II, and since that time—we have been called 
upon by industry, manufacturers—and the mining industry agreed 
with it—to make concessions as regards the tariff on critically short 
supply of lead and zinc, time and again, and heard about the ever- 
lessening reserves of these metals in the United States, mining out, 
low-grade ores, and high costs of production. 

We had to have batteries for our sixty-some million automobiles on 
the road, the new cars to be manufactured, the hundreds of thousands 
of miles of telephone cable, both above and underground, and a 
thousand and one other items that use that finished zine or tin, or both, 
as an essential part of their industry. 

Now suddenly the emergency is over, and we are going to tack on 
additional tariffs on foreign zine and foreign lead. Just what can we 
expect of some of our neighbors, say, in Chile or other areas, from 
whence we get so much of our metal of the particular kind under dis- 
cussion, when we make sharp outcries about the removal of tariffs, 
making concessions to stimulate this material being brought into this 
country, and then suddenly we want to keep them out. 

I just cannot reconcile in my mind how you can make these pleas 
with these nations to supply this material, or how our manufacturers 
} ere can stand on one side one moment, arm in arm W ith the mining 
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industry, and the next minute they turn around and want to bar it, 
want to keep it out. 

What is that going to do to industry in my town? What is it going 
to do to the automobile people, who perhaps are the biggest users of 

zine, and I presume lead, too? Where are they going to ) stand on this 
question? How is it going to affect the automobile worker and work- 
ers in other industries? Is it going to depress them more than it 
going to help you ? 

That is the thing that I have to settle in my mind before I resolve 
{he course Iam —— ake in my vote. 

Mr. Dawson. Mr. Dingell, I think that is a very good question, and 
I think that ais well presents the issue that we are confronted with. 

In the first place, I want to take issue with you on the fact that there 
is not an emergency existing now. There is an emergency existing in 
the metal-mining industry in this country, and, in my opinion, if we 
do not do something to protect our own domestic industry at this time, 
the time will come, in case we get involved in a world conflict, where 
we are unable to get these supplies from these countries abroad, that 
we wish we had our industry here that we could depend on. 

Let me tell you this: Once you close these mines, it is not just like 
ree a — on, where you can get them back into operation. Out in 
Park City, for instance, they have mines which operate both high- 
grade ae low-grade ore. During times when prices are depressed, 
they take out their rich ores, and they pass by their low-grade ore and 
they fill in where they have taken high-grade ore, and that low -grade 
ore is lost because they cannot then go back and dig it out and get it. 

So it is not conservation. It is just the opposite. They are losing 
their ores. 

Mr. Dinceiti. Mr. Dawson, I have a pretty good concept of what is 
the problem of the mining industry, and T have been as helpful, I 
guess, as any other member of the committee as regards depletion, 
especially accelerated depletion. I have been more than helpful in the 
ume midine ‘nt that was put in the tax bill of 1951 with regard to the 

‘ining industry as to their undeveloped reserves, and the like. I have 
via ‘p sympathy for them in trying to solve their problems. 

In making reference to the emergency, I realize that the mining 
people now have an emergency. The emergency that I was talking 
bout a moment before you answered me was the critical need for im 
porting more and more zine and lead during the war. That was, of 
course, the emergency at that time. 

I want to point out that so far as the mining concerns are involved 
in this matter, I realize that, for example, a mine that is not producing 
cannot maintain its pumps. It floods. They cannot refinance, espe- 
cially once they are sold for taxes. Want of production brings about 
ull that : flooding, eventual sale for taxes; and then up comes an emer- 
geney when we would like to have even our low-grade mines start over 
again, and it cannot be done. Banks will not finance it. No one wants 
to have anything to do with it. 

Who will do it then? Well, the Federal Government has to step in 
and the taxpayer has to do something. That is not done by just turn- 
ing on the production like a tap with water. It costs money and takes 
time. <A flooded mine, some of those deep mines in the West, it will 
take you 6 months to pump them out, or even longer. 

Mr. Dawson. That is right. 
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Dinceii. So I understand all that. But what I am trying to 
ind out in this dilemma is: What can we do? 

Mr. Dawson. That is the very thing I am suggesting you can do: 
Pass a bill such as this. Because here, where you have x sliding tariff, 
where you can bring in these imports from foreign lands when we have 
i surplus here, or where the prices are such that it would be attractive 
to foreign produc ers—and I assume that would be in times of scarcity 

when the price would go up—then there is no tariff. Then you will 
hs ave it coming in. 

But why ruin our own domestic industry and put it out of existence 
when prices are depressed, and spend American money abroad to help 
finance eres mines? That is the point I cannot understand, be- 
cause you are just completely putting your own domestic industry out 
of Saleen 

[ agree we have to have some foreign trade. Of course we do. That 
is part of it. But at the same time, the automobile workers that you 
refer to are going to find that they are going to be out of jobs. If we 
ever reach the point in this country where we cannot supply the 
market and the foreign producers get control and have cartels and 
other plans to control the world market, and we are no longer able 
to offer any balance, then you will find your price going up to 32 cents, 
where it was before when they controlled the market. 

The Cuarrman. We thank you, sir, for your very fine statement, Mr. 
Dawson. 

The next witness I am going to call out of order. He is Senator 

linton B, Anderson, appearing for Mr. Joseph H. Taylor, represent- 
ing the New Mexico mining industry. 

We are very happy to have our old colleague who served on this 
committee with such distinction. If you will just give your name, and 
the capacity in which you appear, for the record. 


STATEMENT OF HON. CLINTON B. ANDERSON, A UNITED STATES 
SENATOR FROM THE STATE OF NEW MEXICO, APPEARING FOR 
JOSEPH H. TAYLOR, REPRESENTING THE NEW MEXICO MINING 
INDUSTRY 


Senator ANprerson. My name is Clinton Anderson. 

Mr. Chairman, I am happy to be back here. It is the first time I 
have been inside this hearing room since I left this committee. 

I am here this morning, Mr. Chairman, to read a ee nt prepared 
by Joseph Taylor, of the Peru Mining Co. of Silver City, N. Mex 
He was asked by Page Morris, the president of the New Mexico Mining 
Association, to represent the New Mexico Association at this hearing. 

I regard it as a compliment that he so esteems me as a friend that 
he would ask me to read his paper, not only as his friend but as a 
partial spokesman for our industry in New Mexico. 

Before I start his statement, I am happy to say to you that I am 
very, very deeply interested in the welfare of our mining industry out 
there. I have been acquainted with a great many of our mining men. 
I have been inside of those of the mines that I will refer to, and I am 
as interested as I can be in the efforts now being made to bring these 
mines alive. 

I would like to comment—I should not be commenting on these 
things, but I could not resist the temptation to think, as my good 
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friend, John Dingell, was talking about the price of an automobile, 
that if we increase the price of lead and zinc 3 or 4 cents a pound, we 
vould add $1.50 to the price of the automobile. I think it is impor- 
tant to keep alive the mining communities. That is all I am trying 
to say 

Mr. Dincex. I was not interested in the price. I was interested in 
the volume that is essential to automobile production on a continued 
basis. 

Senator AnpErson. I only want to say, Mr. Chairman, that I used 
to go to Silver City, N. Mex., when the mines were down, and I know 
what the automobile dealers of Silver City were then doing. I have 
been in Silver City when the mines were flourishing. We had the 
regular automobile agencies, and we had new automobile agencies, 
and everybody was doing a great business. 

Now, again, there is a slight turndown in mining, and you can see 
it the first day in the automobile agencies of that community. 

I did not mean to get into a discussion of it, but I do want to say 
that these miners in the southwestern part of our State which are 
affected by the present situation in lead and zinc, are the lifeblood of 
many communities down there, of Deming, N. Mex., of Silver City, 
N. Mex., of Santa Rita, Hurley, Tyrone; of all those little commu- 
nities that I have seen grow and expand these last few years far 
beyond what they had ever known. I do not like to see them go back 
1o their former state. 

Now I will read Mr. Taylor’s statement: 


My name is Joseph H. Taylor (member, National Lead-Zine Committee), vice 
president and general manager, Peru Mining Co. and New Mexico Consolidated 
Mining Co., 515 West 12th Street, Silver City, N. Mex., representing New Mexico 
Mining Association. 

It is our considered opinion that the United States of America should have a 
healthy lead and zine industry capable of supplying a major portion of the 
industrial requirements of these metals for this country in normal times, and 
in case of an emergency, such as war, keep this country from being dependent 
on foreign sources for the major requirements of these metals. It is not our 
belief that we should prohibit the importation of these metals, but merely stop 
the dumping at ruinous prices of metals mined under low-wage conditions from 
foreign mines. 

A year ago the lead-zinc industry in New Mexico employed approximately 
1,200 men. Some of these men were employed in the mills, some on the surface 
at the mines, and some underground. Of these, exclusive of salaried employees, 
but 25 percent are now employed by the lead-zine mines, of which but 40 percent 
are in production of lead-zine ore. This means that approximately 75 percent 
of these men have been laid off or been forced to find other work. At present, 
about 42 percent of these are registered unemployed and are largely drawing 
unemployment compensation, but this compensation is for 24 weeks at $25 a 
week, and within a few months this compensation will be completed, at which 
time these men will be financially in trouble unless, in the meantime, they can 
find other work. 

The annual report of the New Mexico State Inspector of Mines for the fiscal 
year ending June 30, 1952, shows there were produced 13,205 tons of recoverable 
lead, valued at $4,707,499 and 50,629 tons of recoverable zinc, valued at 
$13,270,914. This is approximately 64,000 tons of metal valued at nearly $18 
million, Of this $18 million, approximately 47 percent went for labor, which was 
spent largely in the area with merchants supplying food, clothing, and household 
furniture In addition, the employees bought automobiles, paid taxes, and 
bought savings bonds. The payrolls are now reduced to 25 percent of the rate 
a year ago, and this is seriously affecting business in the area. 

The following important lead-zinc mines of the Central Mining District alone 
are totally closed down except for pumping and some exploration and develop- 
ment work: Kennecott Copper Corp.—Oswaldo No. 1 and Oswaldo No. 2; Ameri- 
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can Smelting & Refining Co.—Groundhog mine; New Jersey Zine Co.—Hanover 
ine: Peru Mining Co.—Pewabic mine; New Mexico Consolidated Mining Co. 
Kearney mine. In addition, there are many small operations which were oper- 
ating and shipping zinc-lead ore to custom mills. These are largely shut down 
present. New Jersey Zine Co., Hanover mill, and Peru Mining Co., Deming 
mill, are closed down. American Smelting & Refining Co., Deming mill, is run 
ning with very small production to take care of custom ore. This leaves in ope 
on, at present, the U. S. Smelting, Refining & Mining Co.’s Bullfrog mine 

id Princess mine, as well as the U. S. Smelting, Refining & Mining Co. mill 
(hese operations are all in the Central Mining District and Deming milling area 

In addition, over the past years, our mill treated ores from more than 20 large 

nd small mines, all of which have discontinued operations. These small and 
arge mines, which have discontinued production in the past year, also employed 

en, many of whom are not included in the above figures. 

The closed mines are now at a heavy expense to maintain conditions of equip 
ment and keep the water pumped out. As time goes on the costs of maintenance 
will either be excessive or, lacking proper maintenance, the properties will 
vradually deteriorate, so that something should be done to get these mines back 
into operation as promptly as possible. In New Mexico, 90 percent of the pro 
duction of lead has been discontinued, and 85 percent of the production of zine 
has been discontinued. This may be more than it is in other producing areas. 
However, the loss to this country of this production is a serious setback for 
metal production in general, and unless a satisfactory market for our domestic 
production is achieved in the near future, many of these mines will be permanent 
ly out of operation. 

In normal times, two-thirds of the zinc consumed within the United States 
is produced by our domestic miners and one-third comes from foreign sources. 
It is not our wish to prohibit the importation of zinc and lead, but to control 
the importation and protect our domestic mining industry. It is my belief that 
this importation is perfectly proper and we were glad to encourage importation 
of zine while the price was 19% cents and the Emergency Lead-Zine Committee 
recommended to Congress to permit lead and zinc to come in duty-free when 
the price was 18 cents. From December 1951 to October 1952, imports of both 
metals increased 80 percent. At present, the very small tariff on zinc does not 
in any way protect the domestic zine industry, and now more than 60 percent 
of the zine consumed in this country comes from foreign sources. If this con- 
tinues, it is quite likely that many of the zine mines will be permanently shut 
down and the Nation placed in a critical position in the event of sudden need 
for lead and zinc. 

We have had a serious break in the prices of these metals with imports ex- 
ceeding 60 percent of the domestic consumption in the past; and when our 
domestic mining industry was forced to curtail or shut down, the foreign price 
was raised and domestic consumers were forced to pay excessive prices. In 
answer to the suggestion by Secretary McKay that to correct the plight of 
the domestic lead and zine mining industry they make application to the Tariff 
Commission for more tariff protection under the present law, it is my feeling 
that a drowning man does not wish to be considered by a commission, but wants 
to be pulled above the water. 

Also, concerning Mr. Stassen’s remark that the mines had made rich profits 
after the outbreak of the Korean war and were suffering temporarily now from 
a natural market surplus, I contend that there is not a natural surplus but a 
surplus due to the dumping of foreign lead and zinc, 

Also, it is to be remembered that during World War II, the lead-zinc mines 
exhausted their reserves and were unable to carry on sufficient exploration and 
development to maintain such reserves, and that in May 1949 the price of zine 
fell so low that many mines were forced to close; and of these, our mine was 
one of the first to open up in March 1950, after which time we again mined the 
richest ores to keep going, and that during this police action in Korea when 
there was a ceiling of 17% cents and 19% cents on lead and zine, the foreign 
price was as much as 50 percent higher than this. A stabilizing import tax 
would be a good thing for the consumer by eliminating the fluctuating price 
and at the same time it would preserve our lead-zine mining industry. 

Suggestions have been made for subsidies, premium prices, and price support. 
All such methods require appropriations by the Federal Government, and are 
not conducive to economical production the mining industry. It is not our 
desire to advocate high tariffs to cut off imports, but rather, a sliding scale 
stabilizing tax to control dumping. 
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To sum up, the excessive importation of lead and zine from countries having 
low-wage scales has had a disastrous effect upon the domestic mining industry. 
Hundreds of men in New Mexico are out of work. All lead-zinc mines in this 
State are closed or operating at terrible losses. This is becoming progressively 
worse and, in an emergency, the cost of reopening will be increasingly high. In 
our opinion, a stabilizing sliding scale import tax, such as H. R. 4294 provides, 
is needed promptly to save the lead-zine mining industry. 

Mr. Chairman, I appreciate the opportunity of reading Mr. Taylor's 
statement to this committee. 

Mr. Dince.t. Just one question, Mr. Chairman. 

I want the record to show that I have no objection to any aid which 
we may extend to the industry. I am trying to find out what is the 
best way to do so. I want to point up that I am not pleading the 
‘ause of the automobile manufacturer on the premise that a slight 
tariff increase is going to up the price of an automobile $1.50 or “$2. 
What I am trying to be sure of is that the automobile industry has an 
uninterrupted maximum supply of zinc and lead at all times, because I 
want to point out that when the automobile industry shuts down, 
believe me, you lose more in unemployment in New Mexico than you 
would by a temporary shutdown directly in the mines, as you now 

‘ad the cause of the producers out there. 

inci identally, I want to pay tribute tomy good friend, because I know 
full well and I share his views about the needs of the western mining 
ndustry. It is very hard hit. I have seen the towns that produced 
once through Colorado and New Mexico, that are almost turned into 
ghost towns. We do not want to see that happen anywhere. I want 
to make my position clear. 

The CHatrMan. Mr. Simpson would like to ask a question, Senator. 

Mr. Srmpson. Senator, the picture you draw of economic conditions 
in certain parts of the great State you honor by representing, is com- 
a ble in part with the situation existing in Pennsylvania ‘and New 

‘rsey and certain other areas of those States wherein, as a result of 
te it we believe to be excessive imports of certain types of oil, there 
are bad situations in those coal hiunimnge districts. 

To the extent the committee might find that the situation in your 
district, as well as the situation in Pennsylvania and the other States 
I named, is a result of excessive imports, you would, I assume, favor 
some corrective measures being taken for the coal miners, also?/ 

Senator Anperson. Yes, Mr. Simpson. I would like to qualify my 
answer only to this degree: It happens that I have tried the mining 
business 2 or 3 times, unsuccessfully. I dabble a little bit occasionally 
in drilling for oil in Texas, and I have an interest in a few small 
oil wellsin Texas. I therefore would not want to be regarded as treat- 
ing a specialized case. I am in favor of a restriction on imports of 
foreign oil when I believe that results in unemployment in the coal 
mining industry. I feel that is the present condition. 

Mr. Simpson. Thank you. That is very satisf: iG 

Senator AnpERson. I would want to say further, I did not need any 
assurances from my good friend, Congressman Dingell, as to his inter- 
est in the western country, because he and I both went out there with 
the same general type of trouble. 

I appreciate that the men on this committee face a very tough de- 
cision many, many times, but I say to you that I used to go to some 
of these little communities, Congressman Simpson, when there were 
but a dozen families living in these hundreds of houses. They had 
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had to find employment in beet fields, where they were not equipped to 
labor. They had to move entirely out of the State and take up wholly 
new lines of activity. 

Now again, the mining men have come back into our country. They 
re down in our mines. They have done good work. I want to pre- 
serve those communities just as you want to preserve the little com- 
munities in Pennsylvania to which you are attached. 

If the committee succeeds in doing that, I will think it has done a 
very fine job. 

an Simpson. Senator, in your statement you refer to the time when 

» had a ceiling of 171% and 191 5 cents on ‘lead and zine. 

Senator AnprRSON. Yes. 

Mr. Stimpson. At that same time, we were forced to buy, from for- 
elon producers, lead and zine at a price you describe as 50 percent 
Ligher. 

Senator ANDERSON. Yes. 

Mr. SIMPSON, That points up, does it not, the fact that the foreign 
producer is not primarily interested in getting his lead here unless he 

an get a proper price for it, and that our national defense can suffer 
unless we are prepared to meet the world price when the emergency 
arises ¢ 

Senator AnpeRson. Yes, indeed. That statement is by Mr. Taylor. 
It is not my statement. But I am very happy to endorse it, because 
t happens that at the time we were paying 50 percent more for foreign 
lead and zine, I was steadily insisting that we should do something 
to try to help our own people stay afloat and stay alive. It does not 
do us a bit of good in the long run to let our American mining in- 
dustry die, because we pay far more thereafter for the products that 
come to us from other lands. They may be cheap temporarily, but 
eventually we get caught in the squeeze and we have to pay the fan- 
tastic prices that we have to pay in times of emergency. 

Mr. Stmrson. As a point of information, where a company owns 
and has mines in this country and also has the larger part of its pro- 
duction perhaps abroad, and when we had a ceiling price of 1714 and 
1914 cents on domestic production, that is all they would get for lead 
and zine produced here at home, is it not ? 

Senator ANpERSOoN. Yes. 

Mr. Stmpson. Would they get more for the lead and zine they pro- 
duced outside and shipped here ? 

Senator Anperson. They would. 

Mr. Simpson. It would be to their interest, then, under those cir- 
cumstances, to limit production here and increase production abroad, 
would it not? 

Senator ANpERSON. I have said that a good many times. Sometimes 
[ was accused of being a little unfair for saying it, but I still believe 
it was to the interest of some of these companies to see that produc- 
tion was restricted here, because their price was greater abroad. 

Mr. Srmpson. It may be that some of those people oppose this bill; 
and if so, I hope they will be prepared to answer questions along that 
line as to whether they did permit production here to decrease, and 
increased it abroad, in order to get the higher price. 

Senator AnpErson. Let me say this: As to the people who oppose 
this bill, I wish it might be possible for this committee to take a poll 
among the men who have been going out, I want to say, with a pack 
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on their back—they do not exactly prospect that way, but have gone 
out ane tried to develop the mining industry of the West, who have 
located small mines, have poured their money into them, and now see 
those investments going away—if you could poll each one of those 
each time that you poll a rather large mining industry that has inter- 
ests all over the world. I know of some men who have developed 
mines in the West who put everything they had into those mines, who 
did not flourish when the mines flourished; they did not change their 
style of living. They still lived in the rather small cottage they had 
moved into when they did not have a dime. They are back, happy, 
in those cottages again, because their mines are closing down now. 

I hate to see that. I hate to see people who have staked their faith 
on the possibilities of a real financial development in this country, 
lose that stake because of no fault of theirs. 

Mr. Srmpson. That is all. 

The Cuamman. Mr. Mason wishes to ask one question. 

Senator Anperson. Yes, sir. 

Mr. Mason. This statement of Mr. Taylor’s that you read is a very 
comprehensive statement, and it ends up with this general recom 
mendation : 


x * 


In our opinion, a stabilizing sliding scale import tax * is needed to save 


the lead-zine mining industry. 

That is a general statement. Can you say specifically what that 
sliding scale import tax should be? How would we determine that 
sliding scale import tax, to be specific about it? 

Senator Anprerson. If Mr. Taylor were here, I am sure he would be 
specific, but he is in favor of House bill 4294. He is in favor of that 
bill, I know. 

Mr. Mason. That bill will give us the specific answer to this general 
statement ¢ 

Senator Anperson. I do not say it is the only answer that he thinks 
is all right, but he thinks it is the best answer now available. 

Mr. Mason. Thank you, sir. 

The Cuatrman. Any other questions? 

We thank you, Senator Anderson. 

The next witness will be the Honorable William S. Hill, of Colorado. 

We are very glad to have you here, sir. We all know you favorably 
and well, but we would like to have you give your full name for the 
record here, and the capacity in which you appear. 


STATEMENT OF HON. WILLIAM S. HILL, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF COLORADO 


Mr. Hitt. Mr. Chairman, it is an honor to be here this morning, 
and I will give the reporter my name and address and telephone 
number. 

The Cuairman. Thank you. You may be seated if you desire. 

Mr. Hitt. Mr. Chairman, my name is William S. Hill. I repre- 
sent the Second District of Colorado. I live in Fort Collins. } am on 
the Agriculture Committee, and also Chairman of the Select Com- 
mittee on Small Business. 

It isa real honor to appear before this, I almost should say, majestic 
group. When I think of the Agricultural Committee and the prob- 
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lems we have, and the difficulties that 
much trouble, I really feel at home. 

In beginning my remarks, I would like to make this statement: I 
think there is a very great similarity between agriculture and mining. 
The facts are, and can be substantiated, that agriculture gets its new 
wealth out of the soil by hard work, by very much action, thought, 
and consideration of their programs, and of what the real jobs are to 
produce the food and fiber that we must have in such an economic 
society as we have developed in this great country. 

Mining parallels this attitude that we should take this morning on 
agriculture perfectly. So, while I am not from a really honest-to- 
goodness mining section, I live in an area and represent an area that 
has mining in part of it. So this morning I am appearing before this 
committee to support H. R. 4294, and my testimony, part of which I 
should like to read, will bear on the section that supports the special 
stabilization tax on lead and zine. 

I am also interested directly in my area in fluorspar, so those are 
the three types of ore that I wish to emphasize in my talk. 

If you do not mind, Mr. Chairman, I will read a few pages, and 
then will be open for whatever questions the committee should like to 
ask. 

The CHarrMan. You may proceed. 

Mr. Hitz. As chairman of the Select Committee on Small Business 
of the House, I wish to discuss the tragic and desperate plight now 
presently existing in the mining industry, and especially I want to 
direct your attention to the conditions that exist in the lead and zinc 
operations. 

Our committee, the Select Committee on Small Business, held hear- 
ings in 4 different localities in the west last month, where more than 
60 percent of the lead-zine and zinc-mine operators are engaged in pro- 
ducing these ores. There were many mine operators representing 
small, middle-size, and large operations, who appeared before’ our 
committee; and in these hearings we covered the mining areas in the 
States of Colorado, California, Oregon, Washington, Idaho, Utah, 
Montana, Nevada, New Mexico, Arizona, and the tri-State district of 
Oklahoma, Kansas, and Missouri. Remember, this was just last 
month. 

The Select Committee on Small Business was set up to protect and 
to assist and help all types of small industries, small businesses; and 
certainly the lead and zinc and the fluorspar operators fell into this 
category. 

The horrible story of the destruction of our metal mines was told by 
these lead and zine producers, and I repeat again, the small producers, 
the large producers, and the miners themselves, fresh from the stoop, 
labor-union representatives, and mine owners employing 10 men to 30, 
up to as high as 200. We collected the opinions and the suggestions 
of a cross section of the mineral producers of the entire west. 

Top executives of large mining organizations appeared before us 
and told us some of the things that had to be done if these mines are 
to be kept open. Chamber-of-commerce representatives and indus- 
trial leaders came before us and added their bit of advice, and the 
information direct from the front line. 

Mr. Chairman. I shall include in my remarks excerpts from the 
testimony taken from these hearings. 


you have that do not cause 
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Now, I would like to read from the remarks made by a good friend 
of mine who is here in the building, Robert S. Palmer, of Denver, 
Colo., executive vice president of the Colorado Mining Association, 
at the Denver hearing. I think this is a very good statement, and 
this will answer Mr. Mason, I am sure. [Reading:] 

The Simpson bill is designed in substance to save the industry from destruction 
in providing for a sliding-scale stabilization import tax on lead and zinc. It 
proposes to maintain the American standard of living within the mining regions 
of this Nation. A base price on lead and zinc upon which the tax is to be 
determined is fixed at 15% cents (per pound) adjusted periodically by the 
Bureau of Labor Statistics’ index on primary market prices for other than farm 
and food. It amounts to 1 cent, plus 1 cent per pound for each 1 cent the market 
price is below the base price. For ores and concentrates imported into the 
country the tax would apply in a similar manner, but in an amount of seven- 
tenths of a cent per pound for lead content, and six-tenths of a cent per pound 
for zine content. 

The bill itself is very comprehensive in the description of what it 
attempts to do for lead and zinc. 

Mr. Mason. Will the gentleman yield there? And it is very spe 
cific in that industry. 

Mr. Hitz. That is correct. 

Continuing to quote Mr. Palmer: 

The preservation of our domestic mining industry is purely that of self 
interest. It involves the economy of our people in the West and in the various 
mining regions of the Nation. Mining is a basic industry. The operators of 
mines produce new wealth. 

Let me emphasize that again. That is what I tried to say in the 
beginning. 

A farmer produces new wealth. A miner produces new wealth. They main- 
tain the economies of many sections of this Nation. The railroads, the trucking 
lines, the power companies, and other utilities depend largely upon the mining 
industry for revenue. The retail merchants, the farmers, the ranchers, and all 
those who supply the miners, including the manufacturers, are affected when the 
mines go down. Professional men, school teachers, and others, all have a genu 
ine interest in the welfare of the mining industry. 

It therefore seems proper that those who represent the mining industry 
should present a case to the Small Business Committee. 

And they certainly did. 

My friends, the idea that a mine can be reopened overnight is abso- 
lutely beyond the realm of reason. There are those who have been 
proposing that we store our minerals in the ground or just leave them 
where they are so we can get them immediately if we need them. I 
could not make a more foolish statement than to support an idea like 
that. But this is impractical. In the first place, it is a well-known 
fact that in a great many areas underground pressure and movement 
takes place which destroys the tunnels and the shafts and all the 
inward working parts of the mine. It would be very expensive to 
maintain the runways, keep the machinery in shape, and the under- 
ground waterflows would have to be kept pumped out if you are going 
to save the machinery you leave in the mine. You cannot cover this 
machinery up with 30 or 40 feet of water and expect to pump the 
water out and turn on the machinery and go to work. 

Flooding and caving would take place, and this would involve so 
tremendous an expense that, in my opinion, there would be very few 
mines—even though they are producing mines and would be at a profit 
today if the ore was worth anything—there are very few of those 
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mines left unused for a number of years that you could afford to 
reopen. : 

An active, healthy, going mining industry is the best conservation 
program for America that we could possibly develop or have. That 
goes for agriculture, too. This provides for the recovery—yes, and 
more—efficient recovery of the natural resources of our country. It 
prevents losses of the reserves which otherwise would occur, and it 
makes them available for quick usage when they are stockpiled on the 
surface. 

I ask this question: Is it wise to place the safety and the security 
of our Nation on a mere possibility of acquiring strategic metals from 
a foreign source? You ask yourself that question. No, my friends; 
there is a first-class hazard involved here. This is a chance, in my 
opinion, we cannot afford to take. 

My friends, we should not jeopardize the safety and security of 
our Nation by relying on the possibility of securing strategic minerals 
when we need them during a war. Recently, the Bolivian Govern 
ment was overthrown, and the tin mines were seized. We know 
exactly what happened. That could - ippen to any foreign country 
where we might be producing lead or zinc or any other ore, and 
within a few days we might find it dvedbulidly impossible to get a 
pound of ore. 

In addition, the fact remains that in a real hot war submarines 
would undoubtedly sink any ship that tried to bring ore across the 
water. 

Further, the airplanes, as thick as they would be in the air, it would 
not be safe to try to transport ore from any foreign country into this 
Nation of ours. 

To give you an illustration of what has been going on in New 
Mexico—and I will be specific for just a moment, and then I will 
close—the testimony showed that in one small community 1,200 men 
were employed in 1952; down to 300. Mining payrolls were reduced 
this year the first 3 months 25 percent under 1952. 

In normal times, the western part of these United States produced 
two-thirds of all the zine and lead used in this country. From 
December 1951 to October 1952, the imports of lead and zine decreased 
70 percent. 

If you think we are not relying on foreign countries right at this 
minute, you are just not keeping your facts in mind. You can see what 
[ am talking about when I tell you that we face a serious situation, and 
[ think, frankly, it must be handled immediately. 

[ shall skip some of this, Mr. Chairman, and just give you an idea 
why we have to have more money. I am not one of these farmers who 
think the farm prices should come down. I think we are much better 
off with the prices remaining at a respectable price if people have the 
money to pay for them, and they cannot pay for them if the laborer 
does not get something for his hire. 

Listen to these figures, and you can hardly believe this. I did not 
go into very much detail, and with this I close. Here are some of the 
daily wages paid in some of the foreign countries. I can read only a 
few. 

In this country, for example, we pay on an average $15.92 per day. 
We must figure the hazard and the difficulties in the mining industry, 
| don’t get the idea that that is any too high. The testimony showed 
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that an average in the United States would run between $12 and $15 
per day throughout all the metal mining industry. Canada pays about 
the same. 

sut listen to this: Morocco, $1.50 a day; Peru, 50 cents to $2 per 
day; Guatemala, $1.50 a day; Germany, $1.35 a day. We could find 
nothing particularly in Mexico that would stabilize their mining 
wages. It runs all the way from $1 up to probably $8 to $10 and even 
as high as $12. 

Mr. Chairman, I really want to unburden my heart and say to you 
here this morning, this thing is tragic. Chaos exists in the lead and 
zinc metal mining industry in this country today; and not only that, 
as I mentioned, fluorspar and other metals. 

I just want to show you one little chart, and with that I have finished. 
This chart was prepared for me, and I think it is worth showing. I 
will just show it on zinc. I hope you can all see it. If you cannot, I 
will bring it up to you. 

This should show you exactly what is going on in this country. This 
was prepared by your own Congressional] Library informational source 
on mining. I had this done for myself. 

Here you will find the heading of it says, “Mine Production, Imports 
for Consumption and Wholesale Prices, Monthly, 1948-52.” Below is 
the mine production of zinc. Above are the imports of zine. 

I wish you would just notice this. This is month by month. Here 
is 1952 [indicating]. You can see very quickly what has happened 
tO Zine, 

This chart also shows the price. Here is the price, this line up here, 
this single line [indicating]. 

Here comes in this foreign metal. When it reaches its peak, the 
price drops over 50 percent, 

Gentlemen, that is the story in a nutshell. I think it is up to this 
Qongress and it is up to us to do something about this, and to do it 
immediately. 

Mr. Dinceiy. If the gentleman is through, may I inquire, Mr. 
Chairman ? 

The CHatrMan. Does that conclude your statement ? 

Mr. Hiri. Yes, sir. 

The Ciamman. We thank you very much for your appearance and 
the contribution you have made to the committee. 

Mr. Dingell will inquire. 

Mr. Dincrin. I just want to say perhaps the weakest argument that 
vou set forth in behalf of your proposal—and I say that with due 
dilaiegenetin one about the labor costs, because we know that in the 
United States our modern mechanized methods and other progressive 
practices in our mining and other industry far more than offset the 
difference in the labor cost. There are too many examples of that 
kind that can be brought forth to make it necessary for me to debate 
the question, and I cite where sometime before I put a statement into 
the record on trade agreements from one of the big transportation 
companies here in this country which showed that despite the fact that 
the coolie transport in Malaya cost per man per day perhaps 10 cents, 
and that as to transport by truck in this country, for the truck driver 

alone was $20 a day or some suc h high figure, vet despite the difference 
het ween the $20 paid the truck driver and the 10 cents paid the coolie, 








TRADE AGREEMENTS EXTENSION ACT OF 1953 1489 


the per-ton mile advantage was on the side of American transporta- 
tion. 

The same thing is true to a great degree in mining and everything 
else we do under our mass production system in the United States. 

| am not finding fault with you, because I think you made a case, 
as you generally do, and I have known you for many years to be 
square ly behind the American mining producer, and more especially 
the mining industry of Colorado, and 1 even notice that you tried to 
drag in sugar beets without mentioning them. I wondered how you 
kept from mentioning the word “sugar” beets. 

Mr. Huw. Mr. Chairman. 

That was not the question, Mr. Dingell, but it is an honor to be here 
and to know that you used to live in our great State. You know what 
I mean when I say that we are one of the States that is a typical ex- 
ample of what ghost cities are. 

Mr. Drxcetu. For my understanding and helpfulness, I was fre 
quently called Color ado’s fifth Congressman from Michigan. 

Mr. Hitz. That is fine. 

I would like to say a word on wages, Mr. Dingell. If my memory 
serves me correctly, in several of our meetings, and by several people, 
the question of wages was raised, and in every instance no one favored 
cutting of the wages. That was interesting to me. 

There are two things that I think we must think about in regard to 
foreign production. One is that the day that the foreign mine operated 
without new and up-to-date machinery has just about passed. Your 
automobile manufacturing firm is a typical example, because with a 
worldwide sales organization, they are covering the whole earth. 

The same is true of mining machinery. They are exporting and 
providing for all these foreign countries the finest and most up-to-date 
type of mining equipment and machinery in every spot where the min 
ing industry or, shall I say, the production appears to have any 
possibilities. 

The Caatirman. Mr. Simpson will inquire. 

Mr. Simpson. Mr. Hill, in connection with the hearing that you 
held as chairman of the Select Committee on Small Business, have 
vou any opinion as to the position the Bureau of Mines or those in Gov- 
ernment charged directly with mining have with respect to protection 
for this industry # 

Mr. Hinz. I think in Denver only did I find any testimony from 
the Bureau of Mines, and that testimony had to do with loaning 
money to keep the mines operating. To me, that is not the question 
at all. I think the Bureau of Mines might well do some real and 
honest-to-god investigating of the mining conditions in this country. 

Mr. Stmeson. That is all. 

The Cuairman. Anything further? 

Mr. Mason will inquire. 

Mr. Mason. Mr. Congressman, for a gentleman who represents an 

gricultural district, you have made a very convincing and effective 

irgument for the mining industry, and you have put not only logic 

into it, but you have put your heart into it. So you should repre- 

sent the whole State of Colorado, which includes the mining industr v. 
That is all, Mr. Chairman. 
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Mr. Hint. Let me say this, Mr. Chairman, if you will: I do have 
some mining counties. I have three counties—Boulder, Gilpin, and 
Clear Creek—that are clearly mining counties. 

I might say to you, Mr. Mason, in all respect, in Colorado some 
southerner—I do not see any here this morning—by the name of 
Gregory slipped out there in about 1860 and discovered the first 
paying gold mine in my district. That was at Blackhawk, near 
Central City, Colo., in my district. There we have what we call 
the richest mile square of gold ore ever taken out of the earth. 

I am one of these farmers that lives down on the plains, who is 
just as convinced as I can be that there are hundreds of millions of 
dollars yet in those hills in the west end of my district. 

Mr. Mason. That square mile of gold-producing mineral produced 
the gold that we now have in Fort Knox, all in concentrated form ¢ 

Mr. Hutz. Probably we did. We claim it, anyway. 

The Cuarman. Any further questions? 

We thank you, sir, for your very fine presentation here. 

Mr. Hit. Thank you very much, indeed. 

The Cuarman. The next witness will be the Honorable John J 
Rhodes, of Arizona. 

We are very happy to have you here, sir. 

Mr. Ruopes. Thank you, Mr. Chairman. I am very happy to be 
here. 

The Cuarrman. Will you give your name for the record, and the 

capacity in which you appear ; 


STATEMENT OF HON. JOHN J. RHODES, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF ARIZONA 


Mr. Ruopes. My name is John J. Rhodes. I am Congressman 
Rhodes, representing the First District of the State of Arizona, 

I would like to thank you, Mr. Chairman and the members of the 
committee, for this opportunity to appear in behalf of the lead and 
zinc provisions of the Simpson bill. 

Mr. Chairman, as a member of the Interior and Insular Affairs 
Committee, I was privileged in the month of February to attend 
the National Lead and Zine Conference in Denver. I would like 
to tell the committee a little about the conference, the purposes, and 
the men who were there. 

In the first place, the conference was called primarily on account 
of the depressed condition of the lead and zinc industry. I was 
privileged to sit in on some of the deliberations of the conference, 
an = believe me, these gentlemen worked very hard and very dili- 

‘ntly to work out their own solution. 

oT he solution which they recommended is embodied in the Simpson 
bill. 

There was a great temptation on the part of some of the mem- 
bers of the industry to take the old line and ask for a subsidy. The 
majority of the industry said they did not care to do that. They 
felt that the way to handle his situation was to remove them from 
the cutthroat competition which they had suffered from the importa- 
tion of foreign metals. 

I was told at this meeting, and I believe that the main trouble 
with the lead and zine industry is caused by two things: One of 
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em was the dumping of stockpiled metal which had been stock 

ed in other countries and which presumably was dumped on our 

rket at a loss in order to acquire dollars. ‘The second reason was 
VPCALSE 

The CuarrmMan. Pardon me right there. You have made a strong 
oint on that dumping. ‘There is not any question but that we did 
tockpile these countries, and then when they felt they did not need 
t. they threw it back on our market. 

Mr. Ruoprs. That is my information, Mr. Chairman, and that I 
bel eve, 

The CuarrMan. Please continue. 

Mr. Ruoprs. The second matter, of course, is the matter of wages 
ind standards of living in other countries where these particular min- 
erals are produced. 1 think that we have a question here, not only 
nvolving an industry, not only involving the owners of mines, but 
we have a question involving the living standards of American 
workers, Certainly if the big element in any production, that of 

wes, is not considered, then in other countries perhaps you can pro- 

ce this metal cheaper than we can here. If that is the situation, 
| we want that to be the situation, then automatically our living 
tandard goes down. 

I do not think that the members of this committee or the Members 
‘f this Congress want that to happen. 

I was very much interested in the questions of Mr. Dingell, my dis- 
tinguished colleague on the committee, because I think the thing that 

bothering him is the thing that would be bothering me if I were 
sitting on the committee. In other words, viewing this matter ob- 
ectively, is it a good economic move to pass the provisions of the 
Simpson bill relating to lead and zinc / 

I think, personally that it is. There are several ways to help a 

k industry. One of them is by the use of a tariff. 

Zinc, to take the one metal as an example, is chronically in short 
supply in this country. Under the best conditions we produce about 
two-thirds of our zinc demand. Therefore, Mr. Dingell’s point as to 
what would happen in the event that foreign supply was cut off is very 
well taken. 

I would like to state, however, that we have in the past protected 
foreign production in materials which are in short supply, and we 
have done it in a way which I do not particularly like, but in a way 
which I think has been effective. 

For instance, the DMPA now has contracts, which I am told will 
last for 4 years, for the purchase of foreign zinc at 194% cents per 
pound. Certainly that is enough of a subsidy to provide for any for- 
elgn production. 

Copper, as most of you know, has a ceiling in the Unitd States of 
2414 cents. We buy Chilean copper for 35 cents, because that metal, 
iwain, is in short supply. 

Therefore, you have a situation in a metal which is in short supply 
where you actually have 2 prices: 1 a domestic price and | a foreign 
price. 

I think that is a very bad situation, perhaps, for the domestic pro 
ducer: but as far as industry is concerned, industry needs the metal, 
oO Wwe go and gel it where we can get it. 


32604—53——_95 
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To me, the questions involved here boils down to these: Is this 
industry worth saving? I think that it is. I think that you all 
remember the wartime d: ays when zine was in very short supply, was 
very acute. We were trying to get people to produce zine in any way 
that we could allow them to do so; also lead. 

With the world situation as it is today, certainly zinc is one of the 
required elements in our preparedness campaign. 

The second question is: Do we wish to poeeeet the standard « 
American workers? To me, there is no answer to that one but “Y es.’ E 
If you go along with me and answer the first two questions “Yes, 
then the next question is: Is this the way todo it? Personally, I abho 
subsidies. I do not think this is a subsidy. I believe this is the 
American way to approach this problem, to save this industry, and 
to keep the standard of American industry and American working 

men as it 1s today. 

I thank you, Mr. Chairman. 

The CHarrMan. We thank you for your very fine presentation to 
the committee. 

Are there any questions? The Chair hears none. 

Thank you very much. 

The next witness is Mr. Otto Herres, chairman, National Lead and 
Zinc Committee, representing practically all of the lead and zine pro- 
ducers of the United States. 

Mr. Herres, I have a letter addressed to me here, and it has a 
large number of signatures of Members of Congress : 

I am enclosing a resolution adopted by the Committee on Interior and In- 
sular Affairs relating to H. R. 4294. If at all possible, I would like to make it 
a part of the record. I will not appear in person, as I am sure the industry will 
be properly represented. 

Thanking you for calling this to my attention 

A. L, MILER, M. C., 
Fourth District, Nebraska. 

Without objection, I would like to insert this in the record at this 
point, 

(The letter and resolution referred to follow :) 

CONGRESS OF THE UNITED STATES, 
House OF REPRESENTATIVES, 
Washington, D. C., April 29, 1953 
Hon. DANIEL A. REED, 
Chairman, Committee on Ways and Means, 
House of Representatives, Washington, D. C. 

My Dear COLLeEAGuE: I am enclosing a resolution adopted by the Committee 

on Interior and Insular Affairs relating to H. R. 4294. If at all possible, I would 


like to make it*a part of the record. I will not appear in person, as I am sure the 
industry will be properly represented. 


Thank you for calling this to my attention. 
Sincerely yours, 
A. L. Mixer, M. C., 
Fourth Districi, Nebraska 


RESOLUTION OF THE COMMITTEE ON INTERIOR AND INSULAR AFFAIRS PRESENTED TO 
rHE WAYS AND MEANS COMMITTEE, HOUSE OF REPRESENTATIVES 


Whereas the base metals mining industry of the United States has been 
adversely affected by abnormal importations of lead and zinc from countries in 
which production costs are much lower than those which prevail in the United 
States under American standards; and 

Whereas the domestic lead and zinc mining industry is being seriously en- 
dangered by such imports, and, as a result, the many sections dependent on the 
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mining industry are suffering because of the resulting curtailment of production ; 
and 

Whereas further damage to the mining industry is threatened by reason of 
the introduction of legislation in the Congress which would repeal the “buy 
American” features of the present law ; Now, therefore, be it 

Resolved, That this committee does approve and recommend favorable con- 
sideration of H. R. 4294 (Sec. 323-324-325) ; and H. R. 4320 in its entirety. 

John P. Saylor, Wayne N. Aspinall, A. L. Miller, Ken Regan, Walter 
Rogers, E. L. Bartlett, Wesley A. D’Ewart, William Henry Harri- 
son, J. Ernest Wharton, E. Y. Berry, Jack Westland, James A. 
Haley. 

The Cuarrman. Mr. Herres, we know you, and are very glad to see 
you here. You represent a large segment of our economy from the 
mining area 

If you will just give your name and the capacity in which you ap- 
pear, ‘for the record, we will be delighted to hear you. 


STATEMENT OF OTTO HERRES, VICE PRESIDENT, COMBINED 
METALS REDUCTION CO., AND CHAIRMAN, NATIONAL LEAD AND 
ZINC COMMITTEE 


Mr. Herres. Mr. Chairman, and members of the committee, gentle- 
men, my name is Otto Herres. I am chairman of the National Lead 
and Zine Committee, which represents every mining district in the 
United States producing lead and zine. 

Before starting on my statement, I would like to offer comment on 
some of the questions asked by Mr. Dingell of the previous witnesses. 

We all, in the mining industry, appreciate the friendly interest of 
Mr. Dingell for the worker in the mines, and his interest in the smaller 
companies that are struggling to keep alive. I think the question that 
troubles Mr. Dingell as to the assurance of adequate supplies of metal 
for the automobile industry and other industries of the country could 
be cleared up. I think it is largely a question of misunderstanding 
and lack of information generally concerning the great resources of 
the United States. 

I might say with respect to zinc, that zine is mined in the country 
in 19 different States, all the way from upper New York State down 
to California and Washington. At this time, in the older part of the 
country, in Pennsylvania, the New Jersey Zine Co. is opening a great 
new mine. It spent the last 2 or 3 years sinking a shaft to get into 
a rich ore body. 

Our resources in this country are far from being exhausted. I do 
not think there is anybody in this room who will live “4 see the time 
when we will be short of zinc in the United States. I do not think 
there is any occasion to worry about shortages of supply. 

In that connection, I would like to say further, a specific example 
in Mr. Dingell’s area is taconite in the iron fields. Some of the high- 
grade iron is being exhausted in the Lake Superior district. Today 
there are hundreds of millions of dollars being spent to develop proces- 
ses for working the low-grade taconite ores that contain only 30 per 
cent of iron as compared to 50 to 60 percent in the older deposits. Yet 
unquestionably there will be processes developed and operations 
started that will supply great tonnages of iron for many years to come. 

Mr. Dinertn. Do you know the part I played in the development 
of the low-grade taconite ? 
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Mr. Herres. I am sure it was helpful. 
Mr. Dincenn. Under the Din vel] amendment, the 1951 tax bill was 


f benefit, not only to the people up there, but to mining industry 
i} vhout the Nation. 

Mr. Herrers. I saw the same thing happen up in New York State, 

re Ihe had been closed ior a LOU years or more, some Ww hich we re 

opel “| hefore the Revolutio Today they are oper: ating profitably. 


! think the ovreatest mining operation in the United States today is 
e Utah Copper Co. near Salt Lake City. I have lived around that 
trea for a quarter of a century. That operation provides some 25 to 
10 percent of the copper of this country today. Fifty years ago the 


proper was a mountain of waste that nobody would have put a 
) ot only have great resources, but we have great resourceful 


Mr. Drncet.. That is opel pit operation, by the way, Is it not? 
Mr. Herres. To continue, Mr. ¢ h air an and members of the com 


nitter sted for an appearance today is Mr. R. G. Kenly, vice presi 
dent of the New Jersey Zine Co. New Jersey operates mines in Vir- 
ginia, New Jersey, Colorado, New Mexico, a und is ope ning now a large 
new property at Friedensville, Pa. The company is one of the lead- 


ng proaucers of zine in the world. 

The onlv important new use for Zine WV hich has been developed 
the last 100 vears is diecasting. Diecasting is the use of zinc in the 
automobile industry in Detroit. It is now the second largest con 

umer of zine in the United States. 

Some 300,000 tons of zine a year is taken. by the diecasting industry 
ina nad year. This development, diecasting, can be attr ibuted ls arge sly 
to aaenenenree and energy of the Ne »W Je ‘Arse y 7 ne + oO. 

\nother great accomp hahsaet nt vas this company is the development 
of the Sterling furnace for the treatment of zine ores and concentrates 
during the past few years. 

Mr. Kenly is w able to be here this morning, and has asked me to 
present his statement for him in support of the Simpson bill. In order 
to say time of the committee for witnesses who are here, I wish to 
isk that the statement be included in the record. 

The Cuarrman. Without objection, it is so ordered. 

The statement of Mr. Kenly will be found at the conclusion of Mr. 
Ilerres’ statement.) 

Mr. Herres. However, I would like to read just two pertinent para- 
graphs of that statement. I might say, in this connection, that New 
Jersey is a large importer of zinc ores and concentrates, and expects 
to continue to be if this bill is passed. You will hear objections from 
possil ly ind importers that oe no interest in the United States, 
but I call your attention to the fact that New Jersey is a large im- 
porter of zine ores and they are supporting this bill. 

Mr. Kean. You mean the New Jersey Co 

Mr. Herres. The New Jersey Co. 

Mr. Kean. When you say “New Jersey,” you mean the New Jersey 
ine Co. 
"Mr. Heres. It is quite important to New Jersey, because one of the 
nest zine-producing areas in the United States isin New Jersey. Most 





4 
5 


TRADE AGREEMENTS EXTENSION ACT OF 1953 1495 


people do not appreciate the fact that there is great mining done in the 
eastern United states 
(Juoting from Mr. Kenly’s statement : 


It is easy enough to say that this is a situation where a specific industry must 
be hurt if it cannot compete with foreign goods, even though this means that the 
country’s zinc mines must be shut down, Such an easy answer does not take 
into sufficient account the widespread effects that would be felt by the many 
thousands of workers who would be thrown out of employment, the many thou- 
sands of stockholders who would lose their income, and the many thousands of 
mportant companies dependent on zine and its products. Those companies would 
find themselves at the mercy of foreign producers, few of which have ever been 
noted for solicitude for the United States consumer. 

Then further: 

We of this company who are deeply concerned with this problem, both as 
domestic miners and smelters and as large importers of foreign concentrates, 
sincerely believe that a tax of this kind will have a stabilizing influence on the 
market which will be of great benefit both to the producers and consumers of zinc. 
One more paragraph : 

That zinc is a vital metal for the country’s defense requires but little support 
here. Suffice it to say that in World War II and again at the outbreak of hos 
tilities in Korea it was declared by the Government to be a critical material and 
placed under allocation. It is one of the metals included in our national stockpile 
for defense 

I would like to turn now, Mr. Chairman, to one of the other wit- 
nesses listed on the schedule for today, Mr. C. E. Schwab, from the 
Pacific Northwest, one of the greatest lead-zinc mining districts in 
the world in the Coeur d’Alene area in Idaho and the newly developed 
region in the State of Washington. 

Mr. C. E. Schwab, representing this section of the country, was 
unable to make the trip of some 3,000 miles to read his statement. I 
should like to present it at this time to be included in full in the record, 
after calling attention to several exhibits bearing on the problems con- 
fronting us. 

The CrarrMan. Without objection, it is so ordered. 

(The statement of Mr. Schwab will be found at the conclusion of 
Mr. Herres’ statement. ) 

Mr. Herres. Quoting from the statement : 

A prophecy, which has stood the test of time, deserves this committee’s con- 
sideration and examination. 

In 1949, the domestic lead-mining industry foretold exactly what was going to 
occur. It saw the disastrous impact of devaluation of foreign currencies. It pre 
dicted the very thing that such polieies would cause—excessive imports. It 
called to the attention of those concerned what the effect would be—shutting 
down domestic lead-zine mines. 


. * * + * * * 
SOURCE OF IMPORTS 


The source of these imports, by countries, for the last 5 years are tabulated 
herein. Pertinent emphasis should be noted that: 

1. Major importers of lead are Mexico, Canada, Australia, Peru, Yugoslavia, 
Union of South Africa, and Bolivia. Chief source of zinc imports are produced 
in Canada, Mexico, Peru. Bolivia, and Spain. 

2. Marked increases, due to new mines or rehabilitation of old properties being 
brought into production, have been made by Peru, French Morocco, Yugoslavia 
for lead and Peru and Bolivia for zine. 


* * * * * * * 
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During the high import years of 1950 and 1952, the lowest foreign price was iess 
than the lowest domestic price. In the low import year of 1951 the lowest foreign 
price was higher than the lowest domestic price. 

I should like to turn to my statement. 

I am a mining engineer experienced in the supervision and man- 
agement of mining properties producing nonferrous metals, coal, iron, 
and titanium, including the development and operation of mines 
under emergency conditions during two World Wars and work in the 
Defense Mine ‘rals Administration during the Korean emergency. 


NATIONAL SECURITY 


Practical experience teaches how costly and dangerous it can be to 
our national security for the United States to become dependent upon 
foreign nations for supplies of metals and minerals. 

In 1941, I was called to New York to manage the development and 
operation of a property of National Lead Co. in 1 the Adirondack Moun- 
tains producing titanium and iron, and a potential source of vanadium. 
India had been supplying us with titanium ore which goes to make pro- 
tective coatings used by our Navy. After Pearl H: arbor, shipments 
from India were cut off, but ee we were able to open the 
largest titanium mine in the world in New York State to prevent a 
serious shortage. 

During 1950 and 1951, at the time of the Korean emergency, I was 
asked to help with the defense effort, and on loan from my company 
served as Chief of the Lead-Zine Branch of the Defense Minerals Ad- 
ministration until the programs for exploration and expansion of 
production were established and in operation. There again I saw 
something of the danger to our security and the cost to our industries 
of being dependent upon foreign nations for our metal supplies. 


INDUSTRY THREATENED 


Now I have been called upon by the mining industry engaged in the 
production of lead and zine to act as chairman of a national committee 
represeting every lead-zine mining district in the United States, from 
New York, New Jersey, and Virginia in the East, to Washington and 
California on the West, including the Central States, the Southwest, 
and the great producing areas in the Rocky Mountain States. 

The national committee, in conference at Denver, Colo., early this 
vear, concluded that constructive legislation is needed without delay 
for the preservation of the lead and zine mining industry from destrue- 
tion by the dumping of low-wage imports on our markets. Every 
lead-zine mining district and all ps ople who believe it to be in the in- 
terest of national defense and secur ity to deve lop and maintain sources 
of lead and zine within the United States and to prevent the discon- 
tinuance of mine operations which could not be resumed readily when 
urgently required are supporting the legislative program recommended 
at Denver: This program contemplates a sliding scale stabilization 
tax on imports of lead and zine. 

The domestic mining industry has experienced serious curtailment 
and is threatened with further losses through dumping of lead and 
zine from low-wage foreign countries on the American market. The 


< have suffered from the effects of currency devaluation and the 
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monopolistic and socialistic practices of foreign governments in the 
purchase and sale of metals. 

We wish to express our support for H. R. 4294, the Simpson bill. 
Others appearing before the committee have oa persuasively con- 
cerning the various provisions of the bill as they affect particular prob- 
lems. Our comments, therefore, will be directed for the most part to 
the lead and zine provisions. 


LEGISLATIVE PROPOSALS 


The lead and zinc lane of the Simpson bill recognize the need to 
maintain a sound and active lead and zine industry w rithin the United 
States in order to supply the industrial, military and naval needs of 
the Nation. 

In order to protect the industry from destruction, the bill provides 
for a sliding seale stabilization import tax on lead and zinc. The base 
price of lead and zinc upon which the tax is to be determined is 1514 
cents, but adjusted quarterly with the Bureau of Labor Statistics in- 
dex of wholesale prices for all commodities other than farm products 
and processessed foods. In the case of lead and zine metal, the pro- 
posed tax is 114 cents per pound for each 1 cent the market price is 
below the base price. For ores and concentrates the tax would apply 
ina similar manner but in an amount of 1.05 cents per pound for lead 
content and 0.9 cent for zinc content. 


IMPORTS SUPPLEMENT PRODUCTION 


It is recognized that some imports are needed to supplement domes- 
tie production. For this reason no taxes apply when the domestic 
market price equals or exceeds the adjusted base price of 1514 cents 
per pound, That means there will be no restriction of opportunity 
for foreign lead and zine to find a market in this country to the extent 
that domestic mines cannot take care of the demand. And for the 
consumer, it means protection against shortages and high foreign 
prices in times of emergency as well as relief from the market insta- 
bility of recent years. 

During the emeres ney period of 1951 and 1952, when lead and zine 
prices were unde r Government control, the ceiling price of lead reached 
19 cents per pound and zine 191% cents. Foreign prices were much 
higher, ranging ipward to some 2214 cents or more for lead and 3114 


nts for zine. Duties on imports were suspended under a law which 
provided that duties should be restored whenever the domestic market 
price dropped below 18 cents for 30 days. Under the Simpson bill 


the import tax is removed whenever the price of zine and lead equals 
or exceeds 15! 9 cents in the domestic market. 

That the provisions of the Simpson bill are fair and reasonable is 
evident by comparing the base price of 1514 cents in the bill with the 
Government ceiling prices of 19 and 191 » cents per pound. There has 
been no reduction in the cost of mining lead and zine since the controls 

dropped. In fact, costs were lower at the time Government 
( ‘eiling prices were set at 19 cents for lead and 1914 cents for zine than 
they are now. 
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“TRADE AND AID” 


The problem troubling miners from one end of the land to the other 
yw to do business on the low-wage metal prices of a war-impover 
ied world in a high-wage country. Zine miners in New York and 
New Jersey are worried no less than the lead miners of Idaho and 
Missouri. And the problem for Congress and the Nation to decide is 
ther or not, in the interest of national security, the mining of such 
essential metals as lead and zine is an industry worth saving from 
destruction by imports from low-wage countries. Or, are the pro 
ducers of metals and minerals to become a sacrifice to the cause of 
“trade, not aid” and our miners forced to compete with the living 
standards and wages which prevail wherever the cheapest supply of 
raw materials can be found 4 

As recently as April 17, 1953, it was stated from Paris: 

The United States Defense Materials Procurement Agency is to advance up to 
$680,000 for the development of Algerian lead production. * * The Agency has 
signed a contract with a French-owned company in Constantine, Algeria, which 
will repay the advance by deliveries of lead. The French and United States 
Governments have agreed to the contract 


On the same date it was reported from Brussels, Belgium : 


Exports of nonferrous metals have declined alarmingly, due in the main to 
import restrictions imposed by France—traditionally one of the principal outlets. 

Perhaps, if the states of Europe would remove some of their restric- 
tions and trade with each other like the States of this country do, there 
might be more real progress and less need to talk of “trade, not aid.” 
But what other nations propose to sacrifice their interests for the 
general welfare ? 

Our Government is advancing $680,000 for the expansion of lead 
production in Africa to be delivered to this country at a time when 
mines all over the United States are being forced out of operation by 
the dumping of foreign metal on our markets. We all believe in 
“trade, not aid” within reason, but our friends in the State Depart- 
ment, it seems, prefer both trade and aid at the expense of American 
miners, 

When Government policies seem inconsistent or harmful, the people 
have no other recourse but to turn to their representatives in Congress 
for relief. 

The generosity of our State Department in furnishing assistance 
for low-wage foreign production of metals in virtually free competi- 
tion with our mining industry is becoming the means of our destruc- 
tion. It is a queer practice that requires the American taxpayer to 
finance a competitor to put an industry essential to our national secu- 
rity out of business. If any lead-zine mine in the United States can 
obtain an advance of $680,000 at this time for the development of 
production to be repaid by deliveries of lead, the procedure must be 
classified information—at least it is not generally known to the mining 
industry. 

LOW-WAGE COMPETITION 


Before leaving the African mines, one more news item requires 
attention. A report from northern Rhodesia dated October 20, 1952, 
states: 


The African Mine Workers Union called its 23,000 members out on strike 
today to support demands for a 2 shillings and 8 pence (37 cents) per shift 
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raise * * During negotiations the union rejected a 4 pence (5 cents) per 
shift raise offer by the companies, The average pay of an African underground 
orker is £4 ($11.20) a month plus room and board 

(nd what are the wages of American miners who are being thrown 
out of work by the low wage imports from Africa and elsewhere ¢ 
Phe latest available figures compiled by the United States Department 
of Labor show that the average earnings of our lead and zine miners 
re $1.943 an hour, or approximately $362 a month. For production 
workers in all manufacturing industries, earnings averaged $1.74 an 
nour. 

I might add at that point, too, lest anybody has the idea that $1.94 
in hour is too high a wage for underground ee in metal mines, 
that the wages for laborers in Washington, D. C., at this time is ap- 
proximately the same amount per hour, common ee TS. 

In contrast to these earnings, wage rates insome of the South Ameri 
can, Asiatic, and African countries producing lead and zinc ores are as 
low as 15 to 20 cents an hour. Our wages are 2 to 3 times British 
ges. Only Canadian and Australian wage scales and living stand- 
! 
| 


s approach ours, but even in those countries wages are considerably 


Wa 
ak 
lower. Currency devaluation in the sterling group of countries, 
Mexico, Belgium, and Peru, to mention a few important examples, 
provides a competitive advantage to the foreign producer in terms 
= ores and metals sold for American dollars, because wages are paid 

1 depreciated money to the workers in foreign mines. 

“Otic ial and trade information compiled by the Office of Interna- 
tional Trade, United States Department of Commerce, and published 
n the April 1950 report of metals and minerals, stated: 

While the recent low prices of lead and zine in the United States tend to dis- 
uurage United States producers, they should not critically affect the Australian 
producers ‘ 

Moreover, devaluation will enable Australian lead to compete on even more 
favorable terms in world markets than in the recent past. 


FREE-TRADE POLICIES 


Cutting tariffs to the vanishing point has squeezed the American 
miner between the low world prices of a free-trade foreign poli \ and 
the high costs of a subsidized domestic economy. An exception has 
been during times of war and international crisis when price move- 
ments are independent of the tariff level. But at such times price con- 
trols restrict the American prod eer and wor ld pr ices go high. 

If it is the intention to lower domestic prices to competitive world 
levels, miners ask why Government programs are supporting high 
prices in other fields?) Are we to have two incompatible economies 1 in 
this country, or does someone in Washington need to learn from ex- 
perience the high cost of unemployment in the mining districts and 
the price to be paid ultimately for destroying an industry essential to 
national defense and preparedness? Or pe rhaps there are those who 
would have the Nation reject its self-sufficiency, concentrate all of its 
industries along the seaboard and go for the lowest cost acquisition 
of minerals, metals and other materials wherever secure supplies may 
be found as suggested by the Paley report of the President’s Materials 
Policy Commission. In other words, now that we have become the 
high-wage country of the world, we are told that we must have raw 
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materials at lower cost than the workers on our farms and in our 
mines and fields can produce them at home. 


REJECT SELF-SUFFICIENCY ? 


We are informed that the National Security Resources Board sup- 
ports the conclusion of the Paley Commission that we should reject 
self-sufficiency, work toward the elimination of import duties and pro- 
mote the development of the free world’s resources in the interest of 
general economic welfare. Perhaps it is pertinent to ask what other 
countries are prepared to go along with us and reject sel f-sufficiency— 
that is, reject their self-sufficiency, not ours, forus¢? Events elsewhere 
seem to disclose a rising tide of nationalism and a total lack of inter- 
est in the development of mineral resources for the general welfare. 
Unfortunately, in most cases the general welfare seems to be held in 
high regard only by those who expect to gain something from it, or 
by holding it in high regard. 

In case the m: jority of the people approve proposals for free trade— 
which is improbable ~—such a program should be carried out on an 
equits ab Te basis for all, with everyone treated alike, and not on a basis 
of the devil take the hindmost, which in this instance happens to be 
the lead and zinc miners and the producers of raw materials. 

That would mean an end to price supports, export subsidies, import 
quotas, and the loans and gifts to others to buy our exports. Too 
often there are those who favor free trade on what they buy but pro- 
tection for what they sell. It is not possible to maintain a high-price 
level and have a part in free competitive commerce with an impover- 
ished outside world. Our country has become a high-price island in 

low-price sea of troubles. The miners ask only an even break— 
either a place on the island with the others or an adjustment of domes- 
tic prices to the same world price level faced by lead and zinc. The 
U nited States eannot have 2 incompatible economies without the 
troubles of 1 eventually coming to plague the other. 


THE EFFICIENCY ARGUMENT 


State Department experts may tell you as they have told us that 
our mines can pay wages of $1.94 an hour and « vompete with mines pay- 
ing $1 to $2 a day because we are more efficient. Today American 
methods, technical skills, machinery and equipment are used in mines 
all over the world. And many of the men working in the mines 
of the United States came from foreign countries. In other words, 
we have no particular advantage in men, methods, or equipment. It 
seems to be a common fallacy in this country to consider all foreigners 
dumb, but we may learn how wrong this can be if ever the interna- 
tional crisis is ended and world competition is restored as it has been 
during the past year for some metals and agricultural products. Then 
the seeds of depression planted during preceding years will come to 
harvest and be reaped by the administration in power if low-wage 
imports come into this country and our workers are unemployed. 

Generalities about —— efficiency possibly may apply to mass 
production of automobiles, but not to the mining of lead and zine. 
And yet, at last accounts the tariff on automobiles was higher than on 
the basic metals copper, lead, and zinc. 
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The difference should be recognized between mass production in 
the manufacturing industries and the procedures by which raw ma- 
terials are produced. Machinery has an all-important place on the 
production line of the manufacturing industries, but labor costs are 
usually the largest item of raw materials costs. In the case of raw 
materials the efficiency argument falls down. Petroleum can be pro- 
duced efficiently in the Near East or Venezuela as well as Texas, Okla- 
homa, or California. Cattle are just as efficient in Argentina as Mon- 
tana, and the same holds true of sheep and wool in Australia as com- 
vared to Wyoming, just as it does with the lead and zine in Mexico or 
Pare and copper in Chile and Africa, as compared to Utah, Montana, 
and Arizona. The fact is we cannot compete with foreign producers 
of raw materials who operate at a fraction of our costs because of their 
much lower wage scales. 


LOWER PRICES, IDLE MINES 


Leading lead-zine mining companies of the United States, includ 
ing some of the most efficient in the world in their line, stated in their 
annual reports for 1952, published recently : 


The zine production from domestic mines is being substantially reduced as a 
result of the prevailing low price. A combination of low price and high cost 
makes it impossible to operate between 30 percent and 40 percent of the domesti: 
mines at a profit 

Lead and zine mining, like other business, can be carried on only under protit- 
able conditions. A 35-percent drop in the market price of its products is some 
thing no industry can stand. 

We believe the result of adopting this proposal (the flexible import tax) would 
he to provide a cushion against low levels ruinous to United States miners but 
allow the importation of all of the lead and zine needed by the American con- 


sumers. * * * 
And as to smaller mining companies, if the protection proposed hk 
the Simpson bill, or relief of some kind, is not provided, an end will 


be seen to many of these companies. Some of their mines probably 
will pass into the hands of the larger companies that are able to hold 
on at a loss until foreign imports have virtually eliminated competition 
by pricing much of the domestic industry into bankruptcy. Then the 
American consumer will come to know the cost of being dependent on 
foreign sources for his needs as advocated by the State Department 
and a few large corporations interested in foreign mining properties. 


HIGHER COSTS 


Some indication of the relative level of lead-zine prices and costs 
may be learned from a comparison with figures for past years. In 
1939 wages were 68.3 cents per hour and the price of zine was 5.2 cents 
per pound, In 1953 wages are $1.943 per hour and the price of zinc is 
11 cents. Although wages are nearly 3 times what they were in 1939 
before World War IT, labor costs are more than 3 times as great be- 
cause of declining labor productivity in terms of recoverable metal. 
Labor costs amount to 50 percent or more of the cost of mining, mill- 
ing, and smelting the complex ores that go to produce lead and zinc. 
It should be plainly evident, therefore, that if labor costs are more 
than 3 times what they were when zinc was selling at 5.2 cents a pound, 
production is not profitable for a large part of the domestic mining 
industry at 11 cents a pound now. And even in 1939, the industry 
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was depressed because of the tariff reductions negotiated by the State 
Department which were effective early that year. 


FUTURE OUTLOOK 


The mining indus stry is being left with no earnings to deve lop known 
ore bodies or to exp lore for new ones. And once mine output goes 
down because of low metal prices, it takes a long time, or a lot of 
money, to bring it back. And who wants to risk his money to con- 
tinue the technological progress that gives marginal ores commercial 
value without some assurance of price stability in the market for his 
product 4 What incentive is there for the prospector and small opera- 
tor to find and develop the new mines needed for the future welfare 
of this Nation if smal] business has ho protection against the unfair 
competition of low-wage imports? And what encouragement for the 
the future is offered the American worker and his family when it is 
made clear to him by State Department officials that they oppose any 
solution for his present predicament ? 

We agree with their contention that when a sufficient number of 
American mines have been wiped out prices eventually will come back 
to 1514 cents a pound for lead and zine because of decreasing supplies. 
But by that time many once-thriving ae communities will have 
become ghost towns. They might well add, as did the judge in sen- 
te neing a prisoner condemned to be hung, * a here is “a better day com- 
ing, but you will not be here to see it.” 

And shou l¢ | world war III come, can we depend on faraway Africa, 
Australia, Yugoslavia, Peru, or even nearby Mexico for our expanded 
metal needs ? 

STATE DEPARTMENT VIEWS UNCHANGED 


During his time in the State Department, Mr. Acheson told Con- 
gress the Government ought to “provide relief” for American busi- 
ness that cannot meet the world prices of low-wage foreign competi- 
tion. Which businesses in particular should be placed on relief? But 
Paul Hoffman, then ECA Administrator, in recommending tariff cuts, 
suggested unemployment insurance for labor and reconversion of in- 
dustry rather than subsidies. And to what would he reconvert the 
mines, farms, fields, and forests of this country, may we ask? 

The attitur vis of the State Department in this respect, we find, re- 
mains quite unchanged from the days of Mr. Acheson. The same 
views and policies seem to prevail. 

It is not probable that a dole to unemployed miners will settle any 
problems, nor is it likely that the higher prices that would in time 
come to be paid by consumers entirely dependent upon foreign sup- 
plies will prove an acce ptable answer. The solution must be found in 
what is best for this country—in the Nation’s own enlightened self- 
interests. 

OPPOSITION OF BIG CORPORATIONS 


The State Department finds an alliance, in its opposition to the 
efforts of American lead and zine miners to protect themselves from 
bing priced out of existence by low-wage imports, with a few powerful 
corporations which have mining interests in Mexico, South America, 
and Africa and are importers of lead and zinc. 
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Although little concerned with the fate of the American miner, some 
of these people are most solicitous for the American consumer as befits 
those much of whose production comes from the processing of raw 
materials received from others. 

But take a look at the record. 

Because of the abnormal demands of the Korean War and rearma- 
ment, we have been short of copper and were compelled to pay about 
50 percent above the domestic price for foreign supplies. Where was 
their solicitude for the consumer then? But when imports of zinc 
and lead are flooding our markets and destroying the domestic mining 
industry, they tell us a reasonable price that will permit the more 
efficient mines to survive will ruin the industries fabricating lead and 
zinc. Who actually believes that ¢ 

A foreign price of 3614 cents a pound for copper to our consuming 
industries against our domestic price of 2414 cents a pound prev ailed 
during the period of emergency demand for rearmament and the 
Korean war. But what is the case of lead and zinc? The price of 
zinc has dropped from 1914 cents a pound to 11 cents during recent 
months, and lead from 19 cents a pound to 12 cents, because of compe- 
tition from heavy imports. In consequence, many mines in this high- 
wage country have been forced to suspend operations. Others still 

e holding on, thus proving that in the case of miners, hope triumphs 
over experience. 

For the first 6 months of 1952, United States mine production of zine 
was at the rate of 720,000 tons a year. Consumption of zinc for metal 
uses and pigments in 1952 is estimated at about 945,000 tons. This 
indicates a need for some 225,000 tons from outside sources. Approxi- 
mately 565,000 tons were imported; the result was a price break of 
1314 percent. Lead is affected adversely in a similar manner. When 
our consumers needed lead, the metal went elsewhere. Imnorts in 
1951 were 248,000 tons; but in 1952, an all-time high of 615,000 tons of 
foreign lead poured in to close our mines and cause unemployment. 

This is no departure from our past experience in world trade. 
When a shortage exists in the United States and foreign materials are 
needed. world prices are high. But when production is expanding 
and a surplus is available, foreion materials from low-wage countries 
are dumped on our markets to cause distress to our industries and 
unemployment for our workers. 


PROTECTION FOR THE CONSUMER 


Regardless of all of this concern for the consumer manufacturing 
products of lead and zine, will he suffer by reason of the provisions 
of the Simpson bill that assure the continuance of an active and 
healthy mining industry in the United States? Is it not better for 
him to have some 70 percent or more of his lead and zine available 
from domestic sources and to supplement the supply from abroad, than 
to wipe out most of the domestic production and become dependent 
upon foreign sources for his supplies ¢ 

The Simpson bill imposes no tax when the price of lead and zine is 
1514 cents a pound or more. And as to the price to the consumer, he 
will determine it in accordance with supply and demand in the market, 
place rather than have Washington set the figure. 
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The cost to the consuming industry of lead and zinc from the sliding 
scale tax has been stated in excessive terms by some corporations in- 
terested in importing foreign ores and metals, possibly to scare the 
consumer. But the cost to diecasters, galvanizers, and other users of 
lead and zine will be relatively low by comparison with possible alter- 
natives, and in the long run probably there will be no additional cost. 
Actually they may be ahead by reason of a stabilized market and 
healthy domestic mining industry for their security. The cost, if any, 
eventually passed on to the ultimate consumer, will be small in terms 
of his purchases, but it means survival to an industry essential to his 
security. 

DOLLAR-SHORT NATIONS GAIN 


And as to our friends in the dollar-short nations, simple arithmetic 
shows that they will gain more by selling us 300,000 tons of zine, for 
example, in a st: abilized market, than by dumping 400,000 tons at dis- 
tress prices and destroying 100,000 tons of domestic mining. In 
Canada, 12 lead and zine mines are closed down and 1,000 miners are 
out of work in British Columbia because of low. prices, it was stated 
in Commons according to a report published on April 30. Similar 
conditions are reported from Australia. 

It is not likely that Congress or the American people will permit 
an industry essential to national defense and security to be destroyed 
by the dumping of low-wage imports on our markets. Ifthe opponents 
of the Simpson bill prefer to have prices determined by a Commodity 
Credit Corporation, or by price supports as is the case for some prod- 
ucts of agriculture, that is a possibility. Or perhaps they would rather 
see quotas, subsidies, or some other of the devices in vogue, used as a 
solution. 

COMMUNIST OPPOSITION 


Opposition to a flexible import tax which has for its purposes the 
preservation of an industry essential to national security and the wel- 
fare of workers in that industry also comes, as might be expected, from 
those who are sympathetic to the Communist cause. The reason should 
be obvious. A healthy, active mining industry in the United States 
and workers enjoying decent living standards are not in the interest 
of those who seek to destroy the American way of life. They prefer 
to see our mines abandoned and caved beyond recovery, and the work- 
ers left with no way to make a living. Such a policy of our Govern- 
ment would aid them in their efforts to gain a greater foothold in 
the workers’ organizations of the American mining industry. 


THE IDEA OF FREE TRADE 


It is amazing how many people have come to believe that peace and 
prosperity for the world will result from the United States opening 
its doors to a larger volume of imports. But under present work 
conditions free trade is merely an idea of the academic mind that ap- 
peals to wishful thinking and groups need and without under- 
standing of the problems of production, trade, and industry. We are 
all ignorant but on different subjects. And what does it mean to a 
miner in Tennessee or Wisconsin without a job? Reducing tariffs on 
zine under the Reciprocal Trade Agreements Act in 1938 put miners 
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out of work but it did not bring prosperity to the Nation, nor prevent 
World War II. 

By reason of propaganda placing the United States in a have-not 
class, the policy of drastic tariff reductions on raw materials has gained 
support among the large number of citizens whose thinking is done 
for them by their favorite columnists and radio commentators. Po- 
litical and academic thinkers would have the American people believe 
we are a have-not Nation, but strangely enough seem to feel that we 
still have billions in wealth to distribute to the far corners of the globe. 
Shortages are not the problem; rather, the trouble is surplus produc- 
tion and falling prices in the world markets. 


SAVING THE WORLD 


Washington has been so engrossed in recent years with trying to save 
the world that problems here at home are forgotten. The State De- 
partment proposes to finance expanded production for all of the back- 
ward and undeveloped areas of the world where land and labor are 
cheap and take payment in metals, minerals, and other raw materials. 
When raw materials come into a country where they already are pro- 
duced in substantial amounts and create an oversupply, the effect can 
be only lower earnings or unemployment for workers engaged in the 
industries affected. The price of a commodity is determined by the 
value of the excess of supply over demand. 

The mineral policies of the State Department over the past 20 years 
have been responsible for metal shortages during 2 wars of this period 
and price instability that has been harmful to producer and consumer 

alike. No effective protection is available to the domestic mining 
industry against the dumping of metals on our markets from low-wage 
countries that have devalued their currencies. And no safeguard of 
consequence has been available to the consumer against shortages in 
times of heavy demand or excessive prices on foreign metals during 
periods of shortage. 

TARIFF REDUCTIONS 


The record shows that for years the State Department, by ill-con- 
sidered action, has been committed to opening our markets to free 
competition with goods produced far below our wage levels and living 
standards. It was pointed out in 1939, before World War II, by the 

sureau of Mines, that further reducing of tariffs would destroy the 

domestic zinc industry. But facts were disregarded for one reason 
and another, and the tariffs were reduced under the Reciprocal Trade 
Agreements Act. And, in consequence, the industry became depressed ; 
and when war came there was a shortage of metal. 

Soldiers were returned from the Army to work in the metal mines 
of the West during World War IT. Some troops trained with broom- 
sticks, or the equivalent, for lack of critical materials and equipment. 
Men died because the Nation was not adequately prepared. Such mat- 
ters may soon be forgotten, but it is different when the bombs begin to 
fall. 

And what has the State Department been doing during these critical 
times to protect the domestic metal production essential for national 
defense and security? The State Department has been carrying on a 
program for financing expanded foreign production of metals and 
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negotiating another tariff reduction under the Reciprocal Trade Agree- 
ments Act at Torquay, England, in preference to protecting domestic 
production. 

Unfortunately, the same difficulties of shortages and abnormally 
high foreign prices on the basic metals, and the same hardships from 
restrictions on consumer use, are likely to be suffered again when the 
next great crisis arises, unless the mines of this country are permitted 
to operate and develop the ore reserves needed for future production 
of metal essential to national defense. 


SAVING THE MINING INDUSTRY 


Any program to strengthen our industries and place our economy 
ona sound basis must find leadership and eood example in the Govern- 
ment. Even the most extreme exponents of free trade do not direct 
their arguments against measures to keep alive the industries needed 
for war. If the mining industry is worth saving from destruction by 
imports of low-wage foreign metal, protection must be afforded 
American producers, however important it may be to import some 
metals and minerals to supplement domestic production and stockpile 
materials in which we are deficient. 

And the continued operation of prospectors and small mining con- 
cerns Is Important because these smaller operations provide a pool of 
specialized knowledge and trained manpower available for the ex- 
pansion of mineral production in the event of an emergency. Their 

ctivities also are a source of new mine discoveries of consequence, 


FIRST IN METALS 


The United States ranks first in the world in the production of the 
ores of the industrial metals—iron, copper, lead, and zine. It leads 
in production of the light metals—aluminum, magnesium, and 
titanium. Reject our self-sufficiency in these metals and the Nation 
will find that the ultimate price of low-cost foreign supplies comes 
high. 

| would like to add to the statement at this time that the metals in- 
dustry constitutes 40 percent of the national economy, $152 billion. 
The next largest are: Foods, 10 percent; and textiles, 9 percent. The 
metal-producing and metal-fabricating industry is the largest em- 
ployer o engineering talent in America. 

The record of our experiences at various times on copper, tin, rub- 
ber, industrial diamonds, and on lead and zine during the se are-buying 
period of 1951, and cotfee at 10 times the prewar wholesale prices of 
1940, to mention a few instances, should furnish proof that our 
Nation’s own enlightened self-interest needs serious consideration. 

Destroy or weaken our producers of raw materials, the miners, 
farmers, ‘and crowers of | livestock, by importing the lowest cost sup- 
plies from the low-wage areas of the world, and where then will the 
free traders sell their wares? Something might be learned from the 
present difficulties of those countries which are not favored with the 
creat natural resources our country possesses to support its vast In- 
dustries. Our great wealth derived from the mines and the soil pro- 
vides the Nation’s manufacturers with the richest and most profitable 
market on earth for what they have to sell. 
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ENLIGHTENED SELF-INTEREST 


In view of international political uncertainties, it would seem be 
yond question that national security requires a healthy domestic min 
ing industry with ample productive capacity and experienced working 
forces. Our great protection is industrial strength. And this means 
we must maintain adequate capacity for the production of strategic 
and critical metals and minerals within the United States. 

Common sense and good judgment tell us to keep our productive 
capacity strong and encourage the development of our mineral re 
sources. Re ject self-sufficienc Vasa police) y and we re ject the idea of 
freedom, for self-sufficiency and inde ‘pe mndence go hand in hand. 

President Eisenhower, in his inaugural address, said: 

Love of liberty means the guarding of every resource that makes freedom 
possible 

Of all the economic problems facing America, the most Important 
is to keep America prosperous mportant not only to us but for the 
rest of the free world. Without enlightened self-interest, we cannot 
maintain our strength and independence. And it is in the streneth 
of this Nation that hope is to be found for all mankind. 


Mr. Simpson (presiding ). Does that complete your statement ¢ 
Mr. Herres. That completes my statement. 
Mr. Suwpson. I want to thank you for the very comprehensive 


study and report vou have made of the mining industry. 

Are there questions by the committee members / 

Mr. Herres, it was suggested by others who testified that the indus 
try should seek relief on the basis of existing law, the implication being 
that the relief obtainable that way, if any, could be sufficient. Will 
you comment on that ¢ 

Mr. Herres. Yes. sir: 1 would like to comment on that in two 
respects, 

First. the amount of relief that might be available under existing 
law is inadequate to furnish the mines of this country the protection 
they require against the oo of cheap foreign materials. Under 
the Mexican agreement of 1943, specific rates were designated which 
will apply to the postemergency\ period, 

For the purposes of the law, these are the rates considered to be in 
effect as of 1945: on lead ores, 114 cents a pound; on lead metal, 1.7 
cents; on zine ores, 115 cents; on zine metal, 1.4 cents per pound. 

Under the law, the maximum amount of relief which might be 
available is a 50-percent increase over the rates that were in effect as of 
i945. That would give a total duty on lead ores of 1.8 cents per pound 
It would give a duty on zine ores of 1.8 cents per pound. 

Our market price for zinc today is 11 cents a pound. Based on the 
London metal market, foreign zine can be delivered in this country at 
the equivalent of 10 cents a pound. The 10 cents includes the existing 
duty of 0.7 of a cent a pound, which would mean that, added to the 
10 cents, we would have protection of 1.1 cents additional, whic] 
would give us 11.1 cents, which is practically what the market is 
today, and the mines of this country are closing down. 

Mr. Simpson. You agree with me, then, that the maximum pos 
sible assistance that could be given under existing law would be 
wholly inadequate to solve the problem of unemployment and pro 
duction in the domestic mines. 

32604—53-——_96 
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Mr. Herres. Absolutely. Further than that, the efforts of the in- 
dustry to obtain relief by such measures in the past have been very 
discouraging. We have gone before the State Department in hearings 
each time that they proposed another meeting such as at Torquay or 
Geneva or Annecy. 

Mr. Srwpson. Mr. Herres, we desire to adjourn the meeting now. 
May I suggest that you come in wk at 1:15, at which time the committee 
will reconvene. 

Mr. Herres. I will be very happy to. 

Mr. Stupvson. The committee will stand adjourned until 1:14 

(Whereupon, at 12:10 p. m.,.a recess was taken until 1:15 p. m., of 
the same day.) 

AFTER RECESS 


The CuHarmmman. The committee will come to order. 


STATEMENT OF OTTO HERRES, VICE PRESIDENT, COMBINED 
METALS REDUCTION CO., AND CHAIRMAN, NATIONAL LEAD 
AND ZINC COMMITTEE—Resumed 


The Cuarrman. Mr. Herres, you were invited to remain this after- 
noon. . 

Mr. Herres. Yes, sir. 

The CuarrMan. Had you finished your main statement ? 

Mr. Herres. I had finished my main statement, and I had an addi- 
tion to make on some suggested changes in the Simpson bill. 

The CHamrMan. Do you want to m: ake those upon the record ? 

Mr. Herres. I would like to make them part of the record, and I 
would like to read a brief explanation. 

The Cuamman. Before you get into that, I was going to ask you 
a questien or so on your main statement. If there is no relief as pro- 
posed in the Simpson bill for your lead and zinc, how far will that 
bring about certain disaster within the next 6 months? The reason 
I ask that, I have heard a lot about ghost towns, and those things, and 
there has been a proposal to study this matter and defer any action on 
this bill except to extend the present Reciprocal Trade Agreements 
Act. I am wondering if it is serious enough to bring about consid- 
erable difficulty out in that mining region to wait until a long study 
is made? 

Mr. Herres. Yes, it is. It is very serious. As a matter of fact, 
many mines now are holding on at a loss in hopes that they will find 
some relief through the passage of the Simpson bill. If the Simpson 
hill is not passed with the lead-zine provisions included, those mines 
will have to go out of operation. There is a limit to how long they 
can operate at a loss, and some of them are only living today on hope. 

The Cuamman. Have any of the mines been closed, or on the point 
of closing at the present time ? 

Mr. Herres. Oh, yes. Many have closed already. As a matter of 
fact, the zine production of this country has dropped 10,000 tons a 
month froma year ago. A year ago, the zine production of the United 
States was running at the rate of 60,000 tons a month metal content. 
\s of today, the figure has dropped to 50,000 tons. We have had a 
ioss of production already, through these low prices, of better than 
100,000 tons of zine a year. 
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The same is true of lead. The production of lead has already 
drop ped off in this country from the mines in an amount of better 
than 3,000 to 4,000 tons of lead a mouth. In the event these lead-zine 
provisions are not approved, many more mines will be forced to close 
within the next few weeks, as soon as they get the news. 

The CHatrMANn. So, during a period of study to ascertain just what 

ve can do in the way of receiving imports, such as they are talking 
about, there could be quite a disaster to a large number of mines in the 

lead and zine field, is that right? 

Mr. Herres. Yes, sir. 

The Cuamman. I think it has been emphasized here pretty thor- 
oughly all the way through, both with the oil wells and lead and zine, 
that once they close down it is a very expensive operation to open 
them 7 again, even if they can open them at all. Is that right? 

Mr. Herres. That is correct, yes. When mines are closed down, 
they fill up with water, and it is very expensive to reopen them again. 
Che workings may cave. I know of one instance in Nevada that was 
before the lead-zine branch of the Defense Minerals Administration. 
One of the richest ore deposits that ever has been found in this country 
was discovered at the Eureka property by the Bureau of Mines through 
diamond drillmg. They attempted to open the mine and had a flood 
of water. Now they are attempting to reopen it, or they were during 
the period of shortage of metals. 

The company came in for Government assistance, and estimated it 
would cost $5 million to reopen that mine and get it clear of water 
and get in to these rich ore bodies. 

The CrarremMan. Another point that is true, of course, with refer- 
ence to any competition that we have from abroad, looking at it from 
the national defense point of view, it would be a very dangerous, 
rather precarious situation if we destroyed our own national defense 
mines and tried to depend upon foreign imports in case of war, with 
the submarine dangers. We saw that in the tankers coming up from 
South America. So, as a matter of national defense, we have to keep 
these mines operating; and, of course, if they cannot operate at a 
profit, they will close down, and then it will be a case of the Govern- 
ment’s stepping in with some sort of subsidy and eventually maybe 
taking over the mines. Is that not right? 

Mr. Herres. That is correct, and it is not a theory, it is a fact, be- 
cause we have already had that experience. We went up against the 
Reciprocal Trade Agreements Act in 1938. The State Department 
cut the tariff. The mines were forced to close down because they were 
inable to compete with the imports which came in heavily from Mex- 
ico. The consequence was that in 1941-42, the country was short of 
zinc. Zine is needed particularly for ammunition, for brass. 

The condition was so serious that they had to take soldiers from 
the Army and send them to the States of Utah, Nevada, Montana, and 
elsewhere, to try to bring these mines back into production and get 
sufficient zine. 

We had the same anes nee again during the Korean emergency. 
In the postwar period, 1949 and 1950, we had somewhat a recession in 
this country. The same thing happened with metal prices that is 
happening now. The price of lead and zinc dropped through exces- 
sive importing of cheap foreign material. The mines were forced 
out of existence. 
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The Government in 1950 appealed to every zinc mining company in 
the United States: “Please do everything you possibly can to get your 
mines back in operation.” 

We were forced to ration the use of zine for over a year in this 
country. ‘The consumers were short. They were placed on a ration 
basis. 

Foreign zine did not come into this country for the reason that 
the Government had a ceiling price on. the domestic market, and the 
foreigner would not sell at that price. Consequently, with the domes- 
tic mines out of commission ‘cen the low-wage competition, we 
were short of zinc. It was not because we did not have the ore or did 
not have the mines. It was because we were unable to operate at a 
protit under depression conditions. 

Phe CHarmMAN. There is another point I wanted to make, which 
I think is overlooked many times. You will hear these people who 
believe in free trade say that we ought to let the people of this country 
buy where they can buy the cheapest, no matter what it is. But they 
forget this sain that whenever they destroy an inudustry here 
through competition from abroad, then the pr ice goes up and they pay 
much more than they would have paid to maintain a higher price in 
thi © country to protect our standard of living. Is that not true? 

Mr. Herres. That is correct. 

The Carman. We experienced that, both in the chemical industry 
vith Germany, and we also had it in rubber with Great Britain: is 
that not right ? 

Mr. Herres. We have had the same experience with the metals, tin, 
lead, and zine during the scare-buying period, and even today on 
copper. 

The CHairman. In other words, the consumers will not save one 
nickel by turning to foreign products that compete to the point of 
destroying an industry here. 

Mr. Herres. Even more than that, they not only will not save any 
money, they will lose in the long run if they become dependent. 

The Cuatrrman. Thank you very much. 

(ny more questions? Mr. Martin will inquire. 

Mr. Martin. I commend you very highly on your statement. You 
have given us some good information for our hearing. 

Have you discussed this matter with the Government officials since 
the change of administration ?¢ 

Mr. Herres. Yes, sir; I have. 

Mr. Martin. Have they indicated any attitude of consideration 
here for the points you are making in this discussion ¢ 

Mr. Herres. No consideration whatever. Their attitude is that 
we have to buy our metals from foreign sources in order to permit 
friendly nations to buy our wheat and cotton. When we ask them: 
“What is the solution for the predicament of the American mining 
industry ?” their answer is that 1f nothing is done, sufficient mines will 
close down, and by the creation of shortages the price will come back to 
the objective you seek in the Simpson bill of 1514 cents. 

Mr. Marrry. I wanted to know that because I expect to have con- 
siderable dealing with some of the officials in this field as long as I 
am able to do so. 

The factual information you have given here will help me consider- 
ably in my discussion of the matter with them. 
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I will not try to outline our struggles of the past. They are rather 
extensive and somewhat trying, in the field of strategic and critical 
materials. We have seen all extremes in this field as to price and as to 
ictivity and lack of activity, and all in between. We have a very 
serious situation confronting us here, and it is in emergency status. 
If we do not do something about it and do it soon, we will pay very 
dearly for it 

That is why I asked you the first question, whether there was any 
ndication of a c¢ nailiaie of attitude. 

Mr. Herres. There has been absolutely no change of attitude. 

Mr. Martin. Do you think, if the present State Department could, 
hey would repeat the police ies that we have seen put into the metal 
ning field over the past 15 years would you say ¢ 


Mr. Herres. I am unable to find any change whatever in the atti 
tude of the State Department from what it was a few years ago, or 
even back in 1938 and 1939 when they started cutting tariffs on the 

etals. 

Mr. Marrin. I do not intend to spare anybody; I do not care what 
their background is, if they cannot get the point of view that our 

ipply of strategic and critical materials, and above that, the health 
of the American metal-mining industry, is the point on which we must 
build if we are to build for America’s security. That is where we 
start, and anyone who limits our progress on that point is simply not 
serving (merica prope tly. 

Mr. Herres. The impression I get is that they are not only against 
the provision in the Simps on bill for the relief of the lead-zine mining 
industry; they are against any solution for the domestic mining 
ndustry. The y believe we should get our metals and minerals from 
abroad. 

Mr. Marrin. We are now facing an emergency in lead and zine, and 
it is not any “maybe”; it is real. We have a very real need for 
developmental work in other strategic and critical materials, metals 
particularly. 

Personally, I would rather see this broadened to include the entire 
range of strategic and critical materials. I have always fought for 
that. Your real emergency today is most acute in reg rard to lead and 
zine, but that does not mean we do not have an emergenc y with regard 
to a number of othe ‘rs, materials that will either make or break us in a 

ational emergency. If we ever go into an all-out world war with 


> 


Russia, we will find out that this is fundamental to our self-preserva- 
tiOT, 

| have no metal interests in my congressional district or in my State. 
| have nothing personal in it. But, from the standpoint of national 
defense, I am seriously concerned about the lack of appreciation by 
the responsible officials of the point I have been pounding on here for 
|) vears trying to get a stockpile program adequate for our needs; and 
back of that, more important than the stockpile, the health of the 
\merican mining industry, which means much more than the stock- 
pile. Yet all our military officials that I have dealt with, and the 
officials down at the Munitions Board, just wash their hands of any- 
thing to do with the health of the mining industry, although that is 
in paragraph 1 of Public Law 520 of the 79th Congress. That is our 
Stockpile Act. We put it in paragraph 1, but they wash their hands 
of all responsibility for that. 
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Defensewise, I think we are doing a disservice to our Nation if we 
do not get down to a recognition of the importance of preserving the 
American metal-mining industry on a going basis adequate to our 
needs inanemergency. We have done anything but, in that direction, 
in my time here in Congress. 

I want to commend you on your statement here. I want to say that 
[ like your discussion of this “trade, not aid” alliteration. I can 
imagine that those three words probably were worth untold sums of 
money to the men who hatched them and put them over through the 
medium of publicity to the American public. We can trade ourselves 
into something a lot worse than what we are now in by following that 
sort of substitution of an alliteration for an analysis of our real posi- 
tion in the family of nations. 

You have told us in a good way here your reaction to the “trade, 
not aid” program, and I want to shock somebody in the Federal Gov- 
ernment into realizing the drift that we are taking now toward com 
plete impotency, defensewise, by letting the metal- mining industry 
go on the rocks, if that is the right summary of it. 

I want to help in spreading this program to other strategic and 
critical metals and minerals, and I hope when the time comes that 
you will give us a real lift, because we are going to need it. 

There is one thing I want to hand out for whatever good it will 
do for you and the people you represent, this little advice: Do not 
let internecine warfare cut across your path within your own industry. 
Let’s pull together, or we will all suffer. I think you know what I 
am talking about. 

Mr. Herres. Yes, sir. I would like to say, in that connection, that 
I believe the principle that we are supporting for lead and zinc, once 
e Se will be of great help if applied to the other strategic and 
critical metals, but I would like to call attention to this: Aside from 
the ret and iron, 90 percent of all metals are included in copper, 
lead, zine, and aluminum. 

Mr. Martin, That is, quantitatively speaking ‘ 

Mr. Herres Quantitatively, yes. 

Mr. Martin. But when it comes to keeping a jet in the air and not 
melted down on the runway, you do not always have to consider the 
quaa titative approach. 

Mr. Herres. No. The others are very important—columbiun, tan- 
talum, and cobalt. All of them are absolutely essential. 

Mr. Martin. There are five of them. 

Mr. Herres. We are finding we have sources for the production of 
those metals within the United States. 

Mr. Martin. Right now, [am appealing to the large industry quan- 
titatively to bear with me in carrying the whole load along, because 
defensewise, it is just about as important to keep the jet in ‘the air as 
it is to keep a supply of lead and zine, is it not? 

Mr. Herres. Absolutely. 

Mr. Martin. My objective is to keep the jet in the air, and my objec- 
tive is to put enough supply of manganese, for instance, into our own 
coffers or into our own production capacity, so that the quality of our 
steel might measure up with the steel of countries who are blessed 
with a little higher grade of accessible manganese. I am talking now 
about Russia compared with America. That. is why I say we have to 
pull together on all these metals. I realize that you have the largest 





a wad 
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quantitatively, and you also have the most emergency situation right 
on your doorstep right now. I will go the limit to he ‘Ip you in any 
way I can in the name of national defense, but let us remember that 
even some of those other metals are in need of tremendous help if we 
ire to get this program across that I have been trying to build. 

Mr. Herres. We agree with you, and we appreciate your friendly 
support for the mining industry. We ne from pe ‘rsonal experience 
that you ann a better understanding of the mining industry than 
most peop le, because vou have been out a the mining districts and 
you have worked with us to study these problems. 

I agree with what you say about the other metals. We are depend 
ent on foreign nations for our manganese today, as an example, but 

e have great tonnages in the way of resources of low-grade manga- 
nese in this country. With technological progress, if the mining in 
lustry is allowed to prosper, we will devel lop means of producing our 
Invnganese just the same as we have developed means of producing our 
iron from the taconite and our copper from these very low-grade por 
phyry coppers where the percentage of copper may run less than 
| percent, or even seven- tenths of 1 percent to the ton. Those 
things are all possible if we have a prosperous mining industry. 

Mr. Martin, May | ask one other question. I do not want to carry 
thison too long. What is your opinion of the International Mate ials 
Conference role in this field ¢ 

Mr. Herres. My opinion is that they have no place in this field. 

Mr. Martin. The *\ have had some effect, though, have the “vy not! 

Mr. Herres. They have had, yes, during the emergency period. 
There was an international conference set up to control the distribu- 
tion of the metals of the world, that is, of the free world. 

Mr. Marvin. Without regard to our self-sufficiency ¢ 

Mr. Herres. That is correct. 

Mr. Marrin. If I can size up the Paley report and all similar 
studies in that field, there has been very little attention gciven to the 
objective to which I am working: the matter of America’s self 
eee 

Mr. Herres. That is correct. And vet, in the P aley report, if you 
study it carefully you will find that they are forced to admit that we 
are dependent upon the United States for some 80 percent or more of 
all of our metals in all fields, regardless of the fact that they think 
ve should reject self-sufficiency and go elsewhere for them. 

Where would we be if we threw aside 80 percent of our metal pro- 
duction in this country and depended on the outside world? What 
would happen if we became de ‘pendent upon some country which de- 
cided to nationalize ? They took a vote in the United N: ations not 
long ago. I think outside of the United States, there was not one na- 
tion that voted that it was not proper to nationalize foreign invest- 
ments in minerals and metals. That is where we will be if we become 
dependent upon foreign countries. 

Mr. Martin. If we were to follow that policy for long, we would 
be forced to accumulate almost impossibly large stockpiles to protect 
ourselves in the event of an all-out world war. The only approach I 
can see is to maintain a healthy American metal-mining industry, and 
let that be our main source of strength for the basic materials, rather 
than have ourselves completely dependent on the long and dangerous 
sealanes for cheap metals abroad when they are available, but know- 
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ng full well they will be totally unavailable in case of an all-out 
wir. 

I have had very little luck thus far in getting a nod of approval 
from Federal officials who are responsible for the administration of 
uur laws, in helpmg us develop adequate legislation to the end of 
building America’s self sufficiency. I have had all too little under- 
standing and cooperation from the other end of the avenue in that 
effort; and why, I can not make out. I can not understand why they 
blind themselves so com pletely to this matter of our self- sufficienc y 
ind our self-preservation, which I think starts with the metal mining 
ndustry. That is where I think we must build. 

Mr. Herres. Your experience has been the same as ours, and that 
is why we are here oe ay and forced to come to Congress for relief. 

Mr. Sains: I y vant to keep your two items in this bill. I am very 
strongly in favor of that. I do not know that we will be able to ex- 
pand this bill to include the other metals or not, but I do not want 
those other metals forgotten, and I am appealing to you now to bear 
with me in my struggle for the entire range of strategic and critical 
materials. 

Mr. Herres. We shall be glad to do so, and we feel if we can es- 
tablish a sound principle at this time, there will be an avenue of relief 
for the other metals. 

Mr. Martin. The needs on the different individual metals are so 
variable, there is no way we can lump them all together. It just cannot 
be done. There is every variation in the book, as far as the different 
metals and items that are labeled strategic and critical. 

In the metal field, we are faced with a very real problem that is 
going to take a lot of intense work to avoid going into a status of 
mpotency, defensewise. I would like to appeal to the metal-mining 
industry to help develop a piece of legislation that will be adequate 
for the entire range of strategic and critical metals. 

I thank you very much for your attention here to my questions. 

The CHarman. We thank you, Mr. Herres, for your presentation. 

Mr. Herres. I have one thing more, if you will bear with me for a 
moment. 

There are some suggested chan ves in the Simpson bill that the in- 
dustry would like to present to th e committee. 

During the past 6 weeks since the Simpson bill was introduced, the 
lead and zine provisions have been studied and discussed by all seg- 
ments of the industry. 

The studies and discussions have disclosed several respects in which 
it is believed the provisions can be improved. Therefore, we recom- 
mend for vour consideration hese eames 


1. A wendy basis of import tax calculation rather than a quarterly 


2. Eliminate the extra 1-cent differential and change the rate of 
increase in the sliding seale to 1.5 rather than 1.0. 

By changing to a weekly basis of tax calculation, there will be less 
variation in domestic market prices which might be caused by periodic 
shipment of imports. Without the change it is probable that imports 
might be withheld during quarters when the tax was high and shipped 
when prices were at or near the base of 1514 cents. This could 
have the effect of driving prices down again below the cost of domestic 
production. 





TRADE AGREEMENTS EXTENSION ACT OF 1953 L515 


‘| he Bureau of Labor index of commodity prices varies So a, es 
from quarter to quarter that it may well be left on a quarterly basi 
but changed to allow more time for determination and publication of 

he » adjusted price. 

Elimination of the extra 1-cent differential and increasing the tax 
scale from 1 to 1.5 serve to lighten the tax somewhat when prices are 
reasonable but stiffen it when dumping becomes harmful to the 
domestic industry. 

We offer at this time drafts of provisions embodying the recom 
mended changes. 

Also, it is possible that the privilege of importing in bond might be 
used for dumping purposes. For this reason it is recommended that 
the duty and import tax be assessed at the time of physical entry of the 
imported cater or at the time of withdrawal from the warehouse 
for consumption, whichever is higher, and apply to any material 
entered or withdrawn from warehouse for consumption on or after 
July 1, 1953. . 

Drafts of the provisions have been furnished to the committee. 

The CHamman. We thank you, and you may make that a part of 
the record, if you please. 

(The drafts of provisions referred to follow: ) 


CHANGES IN SIMPSON Brix H. R. 4294 


“Sec. 823. ADDITIONAL DUTY ON LEAD AND ZINC 

“In addition to any other duty or tax imposed by law, there shall be levied, 
collected, and paid, upon the articles specified in sections 324 and 325, duty at 
the rates specified in such sections. Such duty shall not be subject to modifica 
tion or suspension by the operation of any foreign trade agreement or otherwise 
“Sec. 324. LEAD AND LEAD PIGMENTS: LEAD ORES AND CONCENTRATES. 

““(a) LEAD AND LEAD PIGMENTS.—Articles imported during any week which are 
dutiable under paragraph 392 or paragraph 72 of this Act 

“an amount per pound equal to one and five-tenths times the amount by 
which the adjusted base price of common lead for such week (as defined in 
subsection (c) (1)) exceeds the domestic market price of common lead for 
such week (as defined in subsection (ec) (2)). 

“(b) LEAD ORES AND CONCENTRATES.—Articles imported during any week which 
are dutiable under paragraph 891 of this Act 

“an amount (per pound of lead contained therein) equal to one and five 
hundredths times the amount by which the adjusted base price of common 
lead for such week (as defined in subsection (c) (1)) exceeds the domestic 
market price of common lead for such week (as defined in subsection 
(ec) (2)). 

“(¢@) DEFINITIONS.—For the purposes of this section 

“(1) ADJUSTED BASE PrRiceE.—The adjusted base price of common lead for 
any week shall be an amount which bears the same ratio to 1514 cents as 

(A) the Bureau of Labor Statistics’ index of wholesale prices for all com 
modities other than farm products and processed foods, for the first calendar 
month of the quarter preceding the quarter in which such week begins, 
bears to (B) such index for March 1953. 

“(2) DomMESTIC MARKET PRIcE.—The domestic market price of common 
lead for any week shall be the average market price per pound, for the 
second preceding week, of common lead (in standard shapes and sizes) 
delivered at New York, New York. In determining the average market 
price of common lead for any week, the Secretary of the Treasury is authro- 
ized to base his findings upon the average price of common lead (in standard 
shapes and sizes) delivered at New York, New York, for such week, reported 
by the Engineering and Mining Journal’s ‘Metal and Mineral Markets’. 

“(3) Wrex.—The term ‘week’ means an E&MJ week as used in the Engi- 
neering and Mining Journal’s ‘Metal and Mineral Markets’, and which begins 
and ends midnight Wednesday. 
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“(4) Quarrer.—The term ‘quarter’ means a calendar quarter beginning 

on the first day of January, April, July, or October, as the case may be. 

“(d) FRACTIONAL PARTS OF CENTS.—In the imposition of duty by this section, 

so nuch of any rate of duty as consists of a fractional part of one cent which is 
smaller than one-tenth of 1 cent shall be disregarded; except that if it amounts 
to one-twentieth of 1 cent or more, the rate of duty imposed shall be the next 
higher one-tenth of 1 cent. 

(e) DETERMINATION AND PUBLICATION.—The Secretary of the Treasury shall 
determine and publish 

“(1) Not less than ten days preceding the first day of each quarter, the 
adjusted base price of common lead for each week beginning in such quarter ; 

“(2) Not less than four days preceding the first day of each week— 

(i) The domestic market price of common lead for such week; and 
“(ii) The amount by which such adjusted base price for such week 
exceeds such domestic market price for such week.” 
Determinations by the Secretary under this subsection shall, for the purposes of 
this section be final and conclusive 
“SEC. $25. ZINC AND ZINC OXIDES: ZINC ORES AND CONCENTRATES 
“(a) ZINC AND ZINC OxipES.—Articles imported during any week which are 
dutiable under paragraph 394 or paragraph 77 of this Act 

“an amount per pound equal to-one and five-tenths times the amount by 
which the adjusted base price of slab zine for such week (as defined in sub- 
section (¢c) (1)) exceeds the domestic market price of slab zine for such 
week (as defined in subsection (ec) (2)). 

“(b) ZINC ORES AND CONCENTRATES.—Articles imported during any week which 
are dutible under paragraph 393 of this Act 

“an amount (per pound of zinc contained therein) equal to nine-tenths 
times the amount by which the adjusted base price of slab zine for such 
week (as defined in subsection (c) (1)) exceeds the domestic market price 
of slab zine for such week (as defined in subsection (c) (2)). 

“(¢) Derinrrions.—For the purposes of this section- 

“(1) ADJUSTED BASE PRIcE.—The adjusted base price of slab zine for any 
week shall be an amount which bears the same ratio to 15% cents as (A) 
the Bureau of Labor Statistics’ index of wholesale prices for all commodities 
other than farm products and processed foods, for the first calendar month 
of the quarter preceding the quarter in which such week begins, bears to 
(RB) such index for March 1953. 

(2) DOMESTIC MARKET PRICE.—The domestic market price of slab zine for 
any week shall be the average market price per pound, for the second pre 
ceding week, of slab zinc (Prime Western, f. 0. b., East St. Louis, IMinois) 
In determining the average market price of slab zinc for any week, the 
Secretary of the Treasury is authorzied to base his findings npon the aver- 
ize price of slab zine (Prime Western, f. 0. b. Fast St. Louis. Ilinois) for 
such week, reported by the Engineering and Mining Journal’s ‘Metal and 
Mineral Markets’ 

“(3) Werek.—The term ‘week’ means an FE. and M. J. week as used in the 
Engineering and Mining Journal’s ‘Metal and Mineral Markets,’ and which 
begins and ends midnight Wednesday 

“(4) Qvuartrer.—The term ‘quarter’ means a calendar quarter beginning 
on the first day of January, April, July, or October, as the case may be. 

“(d) FRACTIONAL PARTS OF CENTS.—In the imposition of duty by this section, 
so much of any rate of duty as consists of a fractional part of 1 cent which is 
smaller than one-tenth of 1 cent shall be disregarded; except that if it amounts 
to one-twentieth of 1 cent or more, the rate of duty imposed shall be the next 
higher one-tenth of 1 cent. 

“(e@) DETERMINATION AND PUBLICATION.—The Secretary of the Treasury shall 
determine and publish 

“(1) not less than ten days preceding the first day of each quarter, the 
adjusted base price of common lead for each week beginning in such quarter ; 

“(2) not less than four days preceding the first day of each week— 

“(i) the domestic market price of slab zinc for such week; an 
“(ii) the amount by which snch adjusted base price for such week 
exceeds such domestic market price for such week.” 
Determinations by the Secretary of the Treasury under this subsection shall, 
for the purposes of this section, be final and conclusive. 

(b) The amendment made by subsection (a) shall apply with respect to ar- 
ticles entered, or withdrawn from warehouse, for consumption, on or after 
July 1, 1953 
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(Statement submitted by R. G. Kenly, vice president, the New Jersey 
Zinc Sales Co., follows :) 


Proposep IMport TAx ON ZINC, ny R. G. KENLY, VICE PRESIDENT, THE NEW JERSEY 
Zinc SALEs Co. 


Frem the objections being made to the proposed tax on imported lead and zine 
incorporated in the Simpson bill (H. R. 4294) one could easily get the impression 
that the domestic producers of these two metals are courting economic disaster 
by urging this tax. Some of the criticism is intelligent and sound and some of 
it is obviously based on a lack of understanding of the basic purpose of the tax 
or on ignorance of the situation confronting the domestic lead and zinc industry. 

As hearings on this proposed tax are about to be held by the House Ways and 
Means Committee, this is an opportune time to consider the plight of the domestic 
zine industry (the lead industry is in the same situation) and why it is asking 
for some reasonable measure of relief. 

It must be taken for granted that the industry does not want the price of zinc 
to reach a point where its markets are adversely affected. This is exactly what 
vas happening in the latter part of 1951 and the early part of 1952, and the 
memory of those days still sends chills down the backs of those zinc producers 
vhose interests lie chiefly with the diecasting industry, the second largest con- 
sumer of zinc in the country. 

On the other hand, many domestic zinc mining companies are apprehensive 
for the future if the present price of 11 cents per pound remains at that level 
or is driven to a lower one by a flood of foreign zine offered in this country. 

It is easy enough to say that this is a situation where a specific industry must 
be hurt if it cannot compete with foreign goods, even though this means that 
he country’s zine mines must be shout down. Such an easy answer does not 
take into sufficient account the widesnread effects that would be felt by the 
many thousands of workers who would be thrown out of employment, the many 
thousands of stockholders who would lose their income, and the many thousands 
of important companies dependent on zinc and its products. Those companies 
would find themselves at the mercy of foreign producers, few of which have ever 
been noted for solicitude for the United States consumer. 

The production of ore from underground mines cannot be started and stopped 
at will, as anyone who has ever visited a mine can appreciate. Water is an 
ever-present menace, which must be constantly carried away or the mine will 
tlood, timbers rot away, and cave-ins result. If the mine is closed, the trained 
labor force drifts away and another ghost town comes into being. 

It is unthinkable that any American industry as vital to the welfare of this 
country in peace and in war as is the zine industry should be denied a reason- 
able measure of protection against ruinous foreign competition. Our domestic 
miners recognize the necessity of importing some foreign concentrates because, 
since the beginning of World War II, the consumption of zinc in this country 
has outdistanced the domestic mine production. What they are properly con- 
erned with is the importation of metal and concentrates at prices which serious- 
ly imperil the operation of their own mines and the very existence of their 
industry. That is their reason for turning to some form of tax which lessens 
in amount as the domestic price of zinc approaches a reasonable figure—reason- 
ible for the domestic producer, reasonable for the consumer, and reasonable for 
the foreign producer. 

We of this company who are deeply concerned with this problem, both as 
domestic miners and smelters and as large importers of foreign concentrates, 
sincerely believe that a tax of this kind will have a stabilizing influence on the 
market which will be of great benefit both to the producers and consumers of 
zine. 

The equalization tax as proposed has been criticized as being extreme. If so, 
the good sense of the members of the Ways and Means Committee can be relied 
upon to modify it, for they will hear the arguments pro and con. The fact 
remains that there has been no other means proposed that offers an effective 
way to correct an unsound situation. 

That zine is a vital metal for the country’s defense requires but little support 
here. Suffice it to say that in World War II and again at the outbreak of 
hostilities in Korea it was declared by the Government to be a critical material 
and placed under allocation. It is one of the metals included in our national 
stockpile for defense. 
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rhe citizens of this country, and particularly the domestic consumers of zinc, 
each should ask himself this question, “Does my best interest and the best in- 
terests of our country lie with the maintenance of a healthy, dependable domestic 
zine industry, or am I willing to ignore the broader considerations and, for 
uyself, rely on the foreign producer to supply my needs?” The answer is obvious. 


Statement submitted by C. FE. Sehwab, KeHogg, Idaho, manager, 
industrial relations, Bunker Hill and Sulhvan Mining & Concentrat- 
ing Co., follows :) 


STATEMENT PREPARED FOR UNITED STATES HOUSE OF REPRESENTATIVES WAYS AND 
MEANS COMMITTEE HEARING ON H. R. 4294 (Simpson BILL) 








My name is C. E. Schwab of Kellogg, Idaho. I am presenting this statement 
on behalf of, and at the request of, the majority of lead-zinc mining operators 
n the Pacific Northwest of the United States and particularly those in the Coeur 


d'Alene mining district. I am employed as manager of industrial relations for 
Bunker Hill and Sullivan Mining & Concentrating Co., which is engaged in min- 
ing, concentrating, and smelting of lead-zine ores in the Coeur d’Alene district of 
northern Idaho. 

SUMMARY 


\ prophecy, which has stood the test of time, deserves this committee’s con 
leration and examination. 
In 1949 the domestic lead-mining industry foretold exactly what was going 
occur. It saw the disastrous impaet of-devaluation of foreign currencies. It 
predicted the very thing that such policies would cause—excessive imports. It 
. alled to the attention of those concerned what the effect would be—shutting 
down domestic lead-zine mines 
DEVALUATION 


The flood of imported lead and zine began after devaluation. Excessive 
mports have continued—and will continue. They ceased only temporarily in 1951 
jittery world prepared to again defend itself. This was exactly the time 
vhen America needed imports and they were denied to United States consumers 
The lead and zine that was imported was at exorbitant prices greatly in excess 
of United States domestic prices. The most severe condemnation of the too 
videly held view of dependency on foreign metals is that it has been conclusively 
shown that when we urgently need foreign metals we do not get them. And, 
vhen we do not need them, they come into the American market in unprecedented 
mounts depressing prices and closing down domestic mines and plants. This 
condemnation is ably supported by the experience of 1949 to the present date. 
The record is now replete with examples of foreign governments trying to out 
cuess world production by scare buying, thus creating shortages of their own 
makin When supply caught up with demand, the American market is their 
choice dumping place 
TARIFF 


When devaluation occurred late in 1949 the lead-mining industry petitioned 
the United States Tariff Commission for escape-clause relief. This petition, filed 
n May 1950, was denied and dismissed on January 1951, on a technicality—not 
n its merits Noteworthy is the time required—some 8 months—hbefore the 
Commission reported. It rendered its decision just after the abrogation of the 
Mexican treaty. 

In February of 1951 the industry again petitioned the Tariff Commission for 
relief under the “difference in production costs” clause. Again on May 29, 1951, 
this petition was also dismissed and denied. Despite these petitions, in June 
N51 at Torquay the United States Tariff Commission negotiated further con- 
cessions. The already ineffective remainder of tariff schedules were cut further. 

It is with intimate knowledge of our past failures to prevail upon the Tariff 
Commission that we view with anxiety and misgivings recent suggestions 
made to your committee. It has been proposed that we again seek relief from 
the Tariff Commission. The last time we songht relief, we received cuts instead. 
Such an action is hardly conducive to confidence in the Commission. 

To again present this problem to the Commission appears, at best, to be a 
forlorn hope. By past default, the Commission has allowed the prophesied crisis 
to occur. Its powers of revision at this late date are of such limited nature, 
even if used in the full amount, that they cannot correct the condition. 





x 
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CONSUMER 





Che consumer has a big stake in this issue. He has sulfe through instal 
of ike due to dumping of foreign metals and then being gouged by 
ign prices, much higher than domestic, whe he needed metal How 

| nents of the type of legislation proposed ju tify the consumers experience 
fr ym May 1951 to May 1952 Remembering American consumers could not get 
their normal required imports, how did they fare? During this period the 
United States imported about 750,000 tons of lead and zine According to the 


price established by the British Ministry of Supply, American consumers hi 
» pay about 314 cents a pound above United States prices. The additiona 
ill for the consumer was almost S50 million more than he would have had to 
ay for his own United States lead and zine. Since the British Ministry of 
Supply price for this period does not represent other foreign pr mdlucers who ce 
anded still higher prices, the American consumer must have paid 
least S70 million or more for this foreign metal 
It is a lesson to be well learned and remembered. We particularly call this 
ncidence to the attention of your committee, and to the attention of opponents 
vho scatter exaggerated claims and gross misinformation about the Simpson 
price of dependency for only 1 year 





a ‘premium 


is is the 





PUBLIC POLICY 


The question before this committee. the Congress, and the American consumer 
is, “Do you want a healthy domestic lead-zine mining industry, or not?’ It is not 
presumptive to assume that the answer is an almost unanimous “Yes.” Then the 
challenge must be accepted to correct the abuse of excessive imports and to will 
ngly admit that there is a wide difference between dumping and normal in 

orts In contrast, the United States State Department's presentation before 

ur committee never once mentioned the words “dumping” or “excessive im 

ts.” Rather it begged the real question and futilely attempted to place the 
ime on small producers with marginal deposits and on scrap dealers. While 
he State Department’s omission may not have been intended, it is certainly 
ing and obvious omission when everyone else agrees that dur ping « 


foreign metals has caused the violent price and production fluctuations in do 


mestie lead and zine 
The full effect of depressed prices has not yet taken its toll of United States 
nes. Many are hanging on in hope of favorable consideration of the Simps« 
ill by your committee In the Coeur d’Alene district of northern Idaho. some 


25,000 people who live there, 4.500 employees working there, and 25 to 30 oper 





¢ companies with deep mines are waiting for your decision idy, 600 
employees have been laid off and without a solution to present depressed meta 
prices more curtailment is expected State Department's errors notwithstand 
ing, this great mining district did not place Idaho first in zine production and 
second in lead production with marginal mines 

To support the arguments and conclusions advanced in the previous summary 
we present on the following pages a logical sequence of events and actions which 
combined, reflect in ever increased and excessive imports 

The causes of the present condition in the lead-zine mining industry are «de 
tailed Following these causes, their effect on the domestic industry and co 
sumer is described. 


i. Volume of imports 


The record from 1930—52 of the volume of imported lead and zi as compared 
to United States domestic mine production is attached herewith (See tables 
> and 6) Als6é attached are graphs depicting the monthly imports of lead an: 


zine since 1947, Even casual perusal emphasizes the fact that 
1. Foreign imports, when compared to percentage Of United States mine pro 





luction, have been steadily increasing with extreme increase in 1950 ; 11952 
2. Since 1947 imports have heen greatest when | ited States d tic pri ( 
vas lowest Again, extreme increases occurred in months when United States 


domestic price was lowest. 
3. The excessive imports have been of such an amount that only the w 
iumping”’ truly describes their character 


1. We feel cert i that foreign inetal bas been OT d bv the 1 er ~ tes 
( eri I ekpiling I our understanding that s } nnages to the 
stockpile is restricted information and we do not row if the ire includes 


the total import figures which are cited If they are not in led, and we pre 
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sume they are not, the import figures will be much higher than those tabulated 
herein. 
2. Source of imports 

The source of these imports, by countries, for the last 5 years are tabulated 
herein (See table 7). Vertinent emphasis should be noted that 

1. Major importers of lead are Mexico, Canada, Australia, Peru, Yugoslavia, 
Union of South Africa, and Bolivia. Chief source of zinc imports are produced 
in Canada, Mexico, Peru, Bolivia, and Spain. 

2. Marked increases, due to new mines or rehabilitation of old properties 
heing brought into production, have been made by Peru, French Morocco, Yugo- 
slavia for lead, and Peru and Bolivia for zine. 

3. Almost without exception, all foreign imports, by countries, in 1952 even 
exceeded the highs of 1950. 


8. Price of imports 

Attention is particularly directed to the various prices listed under the tabula 
tion of imports. Also attached is a graphic analysis of imports against price. 

1. The highest foreign price for lead and zine in 1950, 1951, 1952, always ex 
ceeded the highest domestic price. 

2. In 1950 the highest foreign price American consumers had to pay for zine 
exceeded the high domestic price by 11.7 cents. In the case of lead this difference 
was 3.5 cents. 

3. During the high import years of 1250 and 1952, the lowest foreign price was 
less than the lowest domestic price. In the low import year of 1951 the lowest 
foreign price was higher than the lowest domestic price. 

4. When the overall supply of metals is scarce our consumer has had to pay 
an unduly high price for the metals that have been imported. On the other hand, 
when the supply of metals is plentiful, our domestic mining industry has had to 
suffer from unduly depressed prices of imported metal. Unrestricted and un- 
controlled imports have caused a market condition akin to jungle warfare. 


;. United States tariff 

What small tariff there exists today on lead and zinc is really the ineffective 
remainder as reductions in tariff have been regularly reduced under the Recip- 
rocal Trade Agreement Act of 19380. The negotiated agreements—Canadian, 
Mexican, Geneva, Torquay—have not only reduced duty in actual cents per 
pound but the percentage-protection value of lead and zine steadily declines. 
A tabulation, which is included as tables 1 and 2 reveals that. For comparison, 
the percentage protection of lead in 1939 was 42.1 percent and by mid-1952 had 
been reduced to 7.1 percent. Zine in 1939 had a percentage protection of 27.4 
and by mid-1952 it, too, had been reduced to 5.19 percent. Note the 1939 price for 
lead was 5.05 cents; zinc was 5.11 cents. It is unnecessary here to detail the 
sharp rise in cost of materials, hourly earnings by employees, taxes, etc., which 
have taken place in the United States since 1939. 

One of the causes is the rejection by the Tariff Commission in May 1950 of the 
petition of the Emergency Lead Committee that escape-clause relief be granted 
and the refusal of an application for investigation of injury to the domestic 
lead mining industry of the United States. Also, the United States Tariff Com- 
mission rejected the Emergency Lead Committee’s application for relief, filed 
February 14, 1951, under section 336 of the Tariff Act concerning equalization 
of cost of production. 


5. Devaluation of foreign currency 

Devaluation of foreign currency (see table 8) occurring chiefly in late 1949, 
caused foreign producers an immediate margin of favor over domestic producers. 
Imports poured into the United States and only ceased temporarily due to inter- 
national tension over Korea. 

The likelihood of devaluation was vigorously denied, particularly by Great 
Britain, until the actual moment it took place. A quick cross check between 
those countries which devalued their currency shows they are the same ones who 
have dumped their lead and zine on the American market. 
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Foreign aid programs 


Since June 1950 total loans and grants amounting to $245 million have been 
made available through Federal agencies and the Export-Import Bank to expand 
foreign mineral production. 

Defense Materials Procurement Agency has contracted for lead from Guate- 
mala, over a 744-year period at prices from 17 cents to 20 cents. It has con 
tracted for zinc from Mexico and Peru, over a 5-year period, for a price of 
1614 cents to 17144 cents. 

Foreign wage scales 

Peru, Morocco, and Guatemala wages are $1.50 to $2 per day. In Mexico 
small independent mines pay about 85 cents per day and wages at large opera- 
tions are about $4. Canada and Australia alone, of the importing countries, 
have wage scales comparable to those in the mining industry of the United 
States. But the comparison is not complete without noting that both Canada 
and Australia have the largest and highest grade lead-zinc mines in the 
world. In addition, Canada favored its mining economy with very attractive 
tax structure and prudent climate for investors in mining ventures. 

Average daily wage scales in American lead-zinc mines are about $16, to 
which must be added $1 to $2 for various fringe benefits. Since foreign mines 
are becoming mechanized, productivity per employee is equal to, or not far 
below, similar United States operations. Thus, a large proportion of the 
world’s lead and zine is produced by employees who receive wages that would be 
absolutely unthinkable in the United States today. 


S. Richness of foreign ores 

Very briefly the metallic content of foreign ores will exceed those of the 
United States. Canada’s and Australia’s great deposits have already been men 
tioned. Australia, Mexico, Peru, Yugoslavia, and Morocco mine ore of greater 
average metallic content than those mined in the United States. 

While there are others of importance, these eight causes are the major 
reasons for the present crisis in the lead-zine mining industry. As these things 
occurred, and as the sequence of events piled on one “concession” after another 
to favor foreign imports, it is little wonder that they now combined sound 
a death knell to the domestic industry. It is not the proverbial “straw that 
broke the camel’s back,” but in reality the whole load that the industry must bear. 
And all the causes combined reflect in ever-increasing and excessive imports. 

Keeping these causes in mind we may logically examine their effects. 


THE EFFECT 


1. Effect of reduction in tariff schedules 

In common with all commodity prices, the general level of lead and zinc 
prices have risen in the last 20 years and in the last 10 years in particular. 
With a lead-zinc duty schedule expressed in “cents per pound” the real value 
of these schedules has been drastically reduced. In addition to this, the 
negotiated agreements with foreign countries have continued to grant further 
coneessions by even further reducing this 1930 cents-per-pound tariff schedule. 
So what is left today, in the way of present protection, is so ineffective, and so 
drastically reduced to favor foreign producers, that it no longer provides any 
more than a token schedule. 

A corollary action in 1950 had a marked influence on the present “crisis.” Dur- 
ing late 1949 and early 1950 foreign imports were flooding the domestic market. 
A strikingly similar situation existed then as exists today. When the Emergency 
Lead Committee petitioned that the United States Tariff Commission investigate 
the injury to the lead mining industry because of trade agreement concessions, 
the plea was unanswered and dismissed and denied on a technicality. And the 
request for granting “escape clause” relief, as defined under the Reciprocal 
Trade Agreement Act of 1930, brought forth no remedial action. In fact, despite 
this petition, in 1951 at Torquay the United States Tariff Commission negotiated 
further concessions. Also, the application of the Emergency Lead Committee 
for “equalization of cost of production” was denied and dismissed by the United 
States Tariff Commission on May 29, 1951. 
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rhe prophecy made by the domestic industry in its presentation to the United 
States Tariff Commission in 1949 and 1950 has been proved true—they were 
n delayed by the interval of Korean conflict and apprehension beginning 
1 
i ‘ i , 


eet of Oolume of source and rice of tmports 
j } 


At the outset it is to be remembered that under the conditions of recent hign 





Wdustri: wtivity, keyed to a defense economy and stockpiling prograin, there 
sa need to import about 400,000 1 s of lead and 350,000 tons of zine to meet 
msumer and defense demands. ‘This is abnormally high and would be reduced 
iaterially without the need of defense requirements. But how has the con- 
umer fared in fulfilling his needs over and above domestic production. Briefly, 
hen he needs it it is not forthcoming—-and when his needs are fulfilled, an 
alanche of imports occurs Unquestionably the most severe condemnation of 


e too widely held view of “dependency” on foreign metals is the fact that it 
is been conclusively shown that when we urgently need foreign metals we do 
ot get them And, when we do not need them they come into the American 
arket in unpredecented amounts depressing prices and closing down domestic 
mines and plants. This condemnation is ably supported by experience of 1949 to 
he present date. 
Let us see what the picture was like in zine during 1950. Aided and abetted 
by devaluation, foreign imports of zine reached a then alltime high of 427,881 
ns. This, together with domestic production of 623,375 tons was far in ex 
ss of consumer demand There was no need for this amount of imports. 
\fter the Korean war broke out in June 1950, and extending through the year 
1951, we were in need of additional imports to meet our regular, and particularly 
ir defense, production. Then we could not secure sufficient zinc to meet our 
quirements and during 1951 were only able to import 390,449 tons. By the 
nd of 1951, world supply had caught up with demand in zinc. Foreign govern- 
and producers with heavy stockpiles and inventories of high price zine 
gan to unload in United States markets. Imports in 1952 totaled an alltime 
gh of 565,029 tons And, what was happening to the United States producer 
nd consumer? The United States producers were held to a ceiling price by 
he O. P. S. of 17% cents until October 1951 at which time it was advanced to 
19'4 cents. Foreign prices soared rapidly without any ceilings and reached 30 
‘nts in August and 31% cents in October of 1951. The American consumer was 
wing “gouged for all the traffic would bear.” Yet despite his willingness to buy 
such prices, he was unable to secure enough zine for his needs. Conversely, 
when foreign producers and their governments who had “guessed wrong” on an 
lleged scarcity chiefly of their own making, they dumped their zinc on American 
iarkets and the price was forced down to 11 cents per pound. 
The picture in lead closely parallels that in zine. Here, again, we were only 


ible to import 257,900 tons in 1951. Again as supply caught up with demand 
and as foreign guessers were proved wrong, there began a frenzied unloading 


oO 


ind 637,000 tons were shipped into the United States in 1952. As in the 
of zine, large quantities of foreign lead were bought by American consumers at 
22 cents when our domestic ceiling was 17 cents. And, also as in zine, the im- 
pact of foreign imports of lead has been felt in 1952 and early 1953 with the 
price now depressed to 12 cents. 


ase 





> Effect 


of devaluation of foreign currency 


This action in 1949 was in a great measure the calamity which caused the 
reign lead-zine import avalanche to begin. Devaluation of foreign currency 
is a particular adverse effect on our natural resources industries such as agri- 
ulture and mining. Unlike manufactured goods, foreign mining and agricul- 
ture are produced with little or no expenditure of United States dollars. Prod- 
ucts of these foreign natural resource industries are sold to the United States 
® gain the full internal benefit of devaluation. Our domestic basic industries 
then bear the brunt of trade injuries caused by devaluation. Obviously, in the 

se of lead and zinc, foreign producers can, after devaluation, compete more 
effectively 


Devaluation furnished an immediate rise in income to the producer of lead 
l re Australia, South Africa, Mexico, and Canada and South America. 





TRADE AGREEMENTS EXTENSION ACT OF 1953 1523 


JL 


same time it raised the price of lead and zinc in the foreign countries 
hich had devalued. Thus, it made it more costly for the regular home foreign 


nsumer in foreign countries to buv his needs This result occurs, of course, 

ause devaluation does not increase the internal buying power of a nation 
Rather, it does the opposite and curtails regular home foreign consumption 
Then began the heavy and excessive exports to United States during the latter 

rt of 1949. The tide has not ceased except in 1951 when a jittery world again 
repared to defend itself 

When anyone berates tariffs, let him be reminded that as a weapon of inter- 
ational trade, “tariff” cannot compete with “devaluation” to demoralize inter- 
itional trade and the affected industries like lead and zine 

Needing no comment is the United States Tariff Commission’s statement in 
ts report for the period April 1949—June 1950. This is their analysis: 

“In most foreign countries embargoes, quotas, licensing, and exchange control 
regulations have become more important than tariffs as a means of restricting 
mports. At present most foreign countries restrict both the quantities of goods 

he imported and the sale of foreign exchange.” 


}. Effect of foreign aid and purchase contracts 


Of great impetus to the expansion of foreign production of lead and zine has 
een the United States policy of passing out “gratuities” by providing loans, 
rants, aid, and guaranteed purchase contracts at high prices to stimulate 
oreign producers. In short this is done at the expense of the domestic com- 
pany and the employees who contribute their share of taxes to provide such 

nds. To put it bluntly, it is certainly “rubbing it in” when employees, and 
the companies for whom they work, are taxed to put themselves out of jobs and 
out of business. 

Words cannot portray the sentiments of the American miner as he watches 
this take place during which time he seems to be expected to retreat to some 
irk corner and ponder whether he should “close up shop” or “operate at a 


Effect of high orade foreian ore and low wages 


With many foreign wage scales amounting to a daily rate of less than hourly 
for American employees, it requires no figuring to see that foreign metal can 
be produced much more cheaply than domestic metals. But, to this comparison 

ist be added the fact that the metallic content of foreign ores are, in the main, 
greater than ours 

istimates point out that foreign lead-zinc can be produced at some 5 cents per 
pound less than domestic. The present market of 11-cent zine and 12-cent lead is 

ne in which the foreign producer can make a profit but major segments of the 
omestie industry cannot. The foreign producer will continue to sell at present, 
r even lower prices, and no increase can be expected until the domestic industry 
is forced out of business. Then, judging by immediate past history, the American 
consumer can expect to pay exhorbitant prices as his dependency on foreign 


metals increases 
6. Closing of domestic mines 


The last 12 years have seen apparent shortages and emergency demands for 
maximum metal production alternating with surplus of available metal from 
dumping of foreign metals in our market. This has resulted in many temporary 

nd some permanent mine closures. Each such cycle has resulted in higher 
costs, lower profits, loss of both immediate and future potential production and 
discouraging further investment in mining 

The general assumption of those who are unfamiliar with mining is that pro- 
duction can be started or stopped at will. Nothing could be further from the 
truth. This erroneous impression could be quickly corrected by a visit to a mine 
in operation to see the openings supported by massive timbers, the water being 
pumped, the fan installations to keep proper ventilation, the supervisory organ 
ization, the manpower and the specialized equipment needed to sustain active 
operations. Even brief closure means high cost to maintain equipment, replace 
failing timber, keep the mine pumped out. Long closure makes these activities 
prohibitive and the mine is abandoned. It floods, caves when timber fails, super 
visory and mining crews are disbanded making resumption of mining costly and 
oftentimes prohibitive 


2604 53 97 
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All too briefly, these are the “causes,” and the “effects.” Now, for the 
“remedy.” 


THE REMEDY 


The mining industry has examined thoroughly all of the various bills which 
have been introduced in Congress to provide relief for the lead-zinc mining indus- 
try. Of all these bills we look with favor on H. R. 4294, introduced March 30, 
1935, by Congressman Richard M. Simpson (Republican of Pennsylvania). 
We make this statement knowing that numerous sincere efforts have been made 
by many other Congressmen and Senators to provide a remedy. Other bills 
propose to solve the problem by subsidies or the establishment of a metals credit 
corporation similar to the Commodity Credit Corporation in operation under the 
various agricultural legislation. 

Remembering that there is no conflict that the “cause” of the lead-zinc “crisis’ 
is excessive imports, we therefore, favor a bill which goes directly to the solution 
of these imports, rather than “begging the question” by artificial support with 
subsidies or purchases and doing nothing concerning the imports. 

The Simpson bill examines the role of the Tariff Commission both in the pre- 
nevotiation phase of trade agreements and in the granting “escape clause” relief. 
This would apply to any condition or product. 

“Protective clause” in the present law reading, “* * * serious injury to the 
domestic industry producing like or competitive articles, * * *” is to be amended 
to read “* * * ynemployment of, or injury to, American workers, miners, farmers 
or producers, producing like or competitive articles, or impairment of the national 
security and such unemployment, injury or impairment, or threat thereof.” 

The bill contains special provisions to strengthen our domestic petroleum, coal 
and lead-zinc industries. These industries are closely allied in that they are 
basic raw material producers and vital to a healthy economy. The bill, being an 
amendment to the Tariff Act of 1930, recognizes the need to maintain sound and 
effective industry within the United States and it effectively answers all the 
“caus?s” and “effects” hereinbefore discussed. 

Shorn of its necessary detailed language, the portion of the Simpson bill 
referring to lead and zinc states this: 

“Today 15%4-cent lead and 15\%-cent zine are prices at which United States 
mines can operate and provide full employment. When lead and zinc prices 
exceed this 1514-cent level there shall be no additional duty on imports. When 
lead and zine drop below this 15%-cent level a sliding scale import tax begins to 
automatically take effect. The more severe the price falls below 15% cents, with 
the subsequent very adverse impact on United States mining, the more the 
import tax is levied.” 

Referring to the ceiling prices under OPS of 19-cent lead and 1914-cent zine, 
the 15\%-cent price established in the bill as a base is eminently fair and reason- 
able 

The United States must and undoubtedly will import some lead and zine and 
such imports can properly continue under the Simpson bill. It is for this reason 
that no sliding scale import tax is effective when the adjusted base price was 
151% cents per pound or greater. There is no restriction whatsoever on the 
opportunity for the foreign lead and zinc to find a market in this county to the 
extent that domestic production cannot take care of demand. 

For the American consumer who has suffered through the shortages and high 
foreizn prices recently, this bill should come as a welcome relief as an answer to 
the instability of markets in recent vears and the difficulties encountered in 
procuring additional needs. The condition of the domestic mining industry 
is so closely allied to the condition of other basic industries that some thought 
has been given to determine whether such a proposal of the Simpson bill would 
effectively answer problems affecting those other basic industries. It is our 
considered opinion that this proposal can well fit, and be applied to, any other 
raw material commodity. 

We wish to emphasize that the provisions of the Simpson bill would be auto- 
matic and not require the need of any additional bureaus or commissions for its 
execution. There is no expense involved to the Government. In fact, to. the 
contrary, the reverse is true and the Government would derive revenues when 
lead and zinc prices were below the adjusted base price. 
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CONCLUSION 


Literally by “pulling itself up by the bootstraps” the people of the United 
States have attained the highest standard of living known, one unparalleled in 
history. While doing this, they have also come to rank first in production of 
the ores of industrial metals of iron, copper, lead, and zinc. In addition, they are 
also first in production of aluininum, magnesium, and titanium. 

Yet we are advised to turn to a role of “dependency”—away from one of self- 
sufficiency or major self-sufficiency. How short our memories are. Have we 
forgotten our “dependency” experiences at various times on tin, rubber, copper, 
scare-buying period like 1951 for lead and zinc, industrial diamonds, and coffee— 
to mention just a few examples? We recall that under “dependency” the final 
price of raw materials and products labeled “low-cost foreign supplies” always 
becamne “high cost.” 

If we destroy or weaken our producers of raw materials—the miners, farmers, 
livestock growers, lumbermen—by importing the lowest cost supplies from low- 
wae areas of the world, where do the “freetraders” expect to sell their wares? 
Our great material wealth, derived from the soil and from the mines, is the real 
wealth which provides the Nation’s manufacturers with the largest, richest, and 
most profitable market on earth for what they have to sell. 

It is just plain commonsense and goud practical judzment that make us believe 
we must keep our capacity to produce strong and able to meet any challenge. We 
will not swallow the pill of “dependency.” Once we reject the policy of being 
as self-sufficient as possible, we then reject the keystone of freedom—tfor who can 
dispute the fact that, for now over 175 years, self-sufliciency and independence 
have gone hand in hand down the same road to bring this Nation where it stands 
today. 


TABLE 1.—Lead—Tariffs, price, and protection 








Tariff per A ver- Percent pro- | 
pound lead in age tection | 
ae New a) 
Year a | | } rreaty or agreement 
Ores | Metal | P™C® | Ores | Metal | 
per | | 
| pound |} | | 
. anienuiasentiinigie Zi 
| Cents | Cents | Cents 
1930 eeu | 1% 2'8 5. 52 | 27.2 | a) Act of 1930. 
193! . | 1'4 2% 4.24 | 35. 4 | 1 Do. 
1932 | 114 2h] 3.18] 47.2] 1.8 Do. 
1933 | 1'6 2% 3.87 | 38.8] 549 Do. 
1934 114 21%] 3.86] 389] 55.1] Do, 
1835 144 21% 4.07 | 36.9 | 52. 2 Do. 
1936 gee } 14 2% 4.71 31.8 | 45. 1 Do, 
1937 | 114} 214 6.01} 25.0] 35.4 Do, 
1938 ‘ 114 234) 4741 31.7] 448] Do. 
1939 114 214} 6.05] 27.7] 421) Do, 
1940 134 2%| 618] 29.0 41.0 | Do. 
1941 144 214) 5.79] 25.9 36.7 | Do, 
1942 114 214) 6.48] 23.1] 328] Do. 
1943—Jan 34] 1%6| 650] 115] 16.3 | Mexican agreement. 
1944 | 3;| 1%el . 6.50 11.5 16.3 Do. 
1945 | 34] le 6. 50 11.5} 16.3 Do. 
1946 ‘ Ye) 8.11] 93) 13.1 Do, 
1947 34 1%6| 14.67 | 5.1] 7.2 Do. 
1948—January-June 34 146} 16.20 4.6 6.6 | Do 
1948—July-Decem ber 0 0 19. 89 | 0.0 | 0.0 | Suspension, 
1949—January-June 0 0 17.13 | 0.0 0.0 | Do 
1949—J uly—Decem ber %, 1\'e 13. 60 5.5 | 7.8 | Geneva rates 1948 
1950 : 34 1\%6| 13.30 5.6 8.0 | Reinstated 
1951—January 1-June 5 114 214; 17.00 8.8| 12.5] Abrogation of Mexican 
F | | treaty. 
1951—June &-December 31 34 14%46| 17.75 | 4.2 7.0 | Torquay agreement. 
1952—January 1-February 11 34 1\e} 19.00 3.9 5.6 Do 
1952—February 12! 0 0 17. 00 0.0 0.0 | Suspension.! 
1952—June 26 34 1Me' 15.00 5.0 7.1 | Reinstated by President. 


Suspension subject to automatic reinstatement should price fall below 18 cents. 
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1 ariffs, pr ice, 


EXTENSION ACT 


OF 


and protection 





1953 








A I 
| 
O i : Met 
( ( ( 
4. 55¢ 2. 92 8.41 | Act of 1930 
Al 41.2 +8. OS Do 
’ 2.8 2. If 60.8 Do 
4. 02 2 15.44 0 
; } ( 42.09 > 
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TABLE 3 Vonthly United States zine imports 
M 44 MS 1949 ) 1951 52 1953 
0) 41 { 38, 261 &, 489 67,011 
I 2 87 1,654 29, 729 41,51 48,013 
M 20 1, 4 f 4 74 
A 2 2 ed ) 122 0 17 is 
M 708 41, 248 4, 03 
tu 163 5, 690 18, 894 
2s4 7 , if 
has l ), 208 29, GbE 39. 771 
Sept 41, 174 30), 388 22 
October 4, 59. 4,538 6, 142 if 
November a 38, 587 2, 11 ), 669 13 
December 30, 368 43,015 28, 918 6 } 
Total 3. 103, 548 372, 249 431, 126 300, 774 9, O74 150, 240 
Monthly ures not iilable for January 1947-September 1948 
> Yearly Js have small discrepancy as mpared to tables 6 and 7 because monthly statistical records 
fr niz ns cgmpiling import data do not correct monthly figures to make them agree with final 
totals rey ‘ r thé ve 
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TABLE 4.—Monthly United States lead imports 
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1 for the ye Also, lead content of imported lead scrap, antimonial lead and type n 
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TABLE 5.—Lead—United States mine production, imports 


{In short tons] 


Average United States — Imports in 
Yea lomestic mine produ , oa percent of 
price tion ' roduction 


Cents per 
pou nd 





52 »&. OOO 7S, 20K 14.0 

4.24 104, 600 20) 13.1 

is 2403, OOO 1 5OO l o 

87 272, 700 7. 700 2% 

3. NE 287, 300 13, 300 4.6 

4. OF 31, 100 24, 000 2 

f 4.71 72. 900 23. 60) 6.3 

6.01 464, 9O0 40, 900 Ss. 

LYS 4.74 69. TOO 63, YO l 3 

I 5. 05 114, 000 86, 800 21.0 

104 5.18 157, 400 282, 500 61.8 

1941 5.79 461, 400 381, 200 &2.6 

1942 6. 48 496, 200 492. 500 99. 3 

194 6. 50 453, 300 19, 100 70.4 
1944 6. 50 416, 900 19, 700 7¢ 

104 6. 50 300. 800 ww). 300 76.8 

194¢ 8.11 a5 FIM) 159. 300 47.5 

M 14. 67 384, 200 227, 800 59.3 

1s. 04 386, GOO 47. 104 R9.7 

15. 36 404, 000 199, 500 98. 9 

13. 30 430, 800 41, 900 123.7 

Yo! 17.49 90, 400 257. 900 65. 5 

1952 16. 47 375. 000 637, 000 169. 9 
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TABLE 6.—Zinc—United States mine production, imports 


[In short tons] 
































Average United States Total Imports in 
Year domestic mine produc- im sorts percent of 
‘ price tion t production 
Cents per | 
pound 
1930. 4. 56 505, 425 2, 612 | 0. 44 
1931 3. 64 410, 218 1, 054 . 26 
1932 2 88 285, 231 2, 214 .78 
1933 : Pecbihctenmuns . 4. 03 384, 280 3, 979 | 1.04 
1934 . ine ie lee : 4.16 | 438, 726 | 16, 002 | 3. 65 
1935 | 4.33 517, 903 | 14, 964 | 2.89 
1936 4.90 575, 574 11, 832 2. 03 
1937 6. 52 626, 362 46, 020 | 7.35 
1938 4. 61 514, 703 25, 813 5. 00 
1939 5.11 | 583, 807 | 66, 998 | 11. 48 
1940 6. 34 665, 068 196, 788 29. 59 
1941 7. 47 749, 125 194, 808 26. 00 
1942 8. 25 | 768, 025 | 319, 519 41.60 
1943 8. 25 | 744, 196 | 570, 72A 76. 69 
1944 8. 25 718, 642 | 486, 325 67. 67 
1945 8. 25 | 614, 358 | 478, 835 77.94 
1946 &. 73 574, 833 | 376, 809 65. 55 
1947 10. 50 637, 608 370, 271 58. 07 
1948 13. 59 | 29,977 | 357, 501 56. 75 
1949 12.14 | 593, 203 367, 803 62. 01 
1950... : ; | 13. 87 | 623, 375 427, 881 68. 64 
1951__.... a atti 18.00 | 672, 520 | 390, 449 | 58. 06 
1952 “ - z ahiate 16. 22 | 661, 023 565, 029 85. 48 
| | 
Sources: U. 8. Bureau of Mines and American Bureau uf Metal Statistics. 
TABLE 7 
LEAD IMPORTS OF THE UNITED STATES, 1948-52 
Country | 1948 | 1949 | 1950 | 1951 | 1952 
_—— _ = a = ie ~~. - =. > eee ok ae 
Australia oe | 39.487 | 34,047 | 28, 256 91, 642 
Bolivia 18, 542 | 13, 381 15, 990 | 19, 106 
Canada 57, 255 | 117,101 | 64,401 116, 443 
Germany (West | | 8, 642 737 6, O52 
Mexico. _ 100, 554 | 223, 611 39, 385 201. 350 
Peru |} 31, 598 |} 48,000 48, 482 70, 371 
Spain | 1, 653 | 441 | : | 5, 508 
Union of South Africa | 10,141 | | 18,509} 10, 693 22, 544 
United King 420 | 49 298 | 4, 216 
Y ugosiavia 2, 889 | 43,854) 36.311 54, 364 
French Moroce | 2, 279 5, 346 
Other ¢ ‘ | 5, A990 12, 951 | 7, 062 18, 539 
- -—— - — 
otal lead imports : | 318,238 | 384,953 520,586 | 248. 864 615. 481 
Cents | Cents Cenis | Cents Cents 
Average price of lead, per pound 18. 043 15 363 | 13. 296 | 17. 500 16. 467 
Lowest domestic price of lead 15. 000 | 12. 000 10. 500 | 17. 000 14. 000 
Lowest foreign price of lead | 14. 250 | 11. 500 9. 750 | 18. 500 12. 500 
Highest domestic price of lead ie 21. 500 21. 500 17. 000 | 19. 000 19. 000 
Highest foreign price of lead 20. 000 18. 000 | 18. 500 22. 500 | 20. 500 
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TABLE 7—Continued 


ZINC IMPORTS OF THE UNITED STATES, 1948-52 





| } 

















Country | 1948 1949 | 1950 1951 | 1952 

— —_- —_——— niece — 

Australia.._- panabeearh tat 570| 5,050 | 2,367) 282%] 2,366 
Bolivia ‘ ahacesatans | 4, 515 3,526 | 2,218 7,798 | 14,446 
Belgium and Luxembourg. : . | 1, 145 1, 933 | 3, 616 612 | 6, 853 
Canada 4 xcckpun pie 133,097 | 171.024 | 186,499 | 182,113 | 219, 486 
Germany | 1, 637 ‘ 7. 067 
Mexico snail : SSeaatwe™ « 157,990 | 176,520 | 143, 927 218, 118 
Peru.... : wees : |} 22,475 14, 901 18, 152 29, 152 | 46, 002 
Spain , a. ee 9, 101 4,879 | 17, 738 4, 392 | 16, 646 
Union of South Africa. . > d 2, 035 6, 566 | 3, 795 2, 655 4,916 
)ther Countries “ ‘ 36, 692 1, 925 | 5, 339 16, 976 29, 129 
ef w----| 357, 501 367,803 | 427, 881 390, 449 565, 029 


| 
Cents Cents | Cents Cents Cents 
Average price of zinc, per pound é ‘ 13. 589 12. 144 13. 866 18. 000 16. 215 
Lowest domestic price of zine 10. 500 9.000 | 9. 750 17. 500 12. 500 
Lowest foreign price of zinc 10. 750 8. 500 | 9. 250 2?. 000 11. 300 
Highest domestic price of zinc. . ‘. 17. 500 17. 500 17. 500 19. 500 19. 500 


Highest foreign price of zinc... 18. 000 18.000 | 22.000 31. 250 | 26. 000 
' 


Source: E. & M.J. Metal Markets and the American Metal Market. 


TABLE 8,—Devaluation of foreign currencies 


The following table shows the changes in currency values, brought about by 
devaluation, of countries that have shipped lead to the United States in recent 
months, based on information supplied by Federal Reserve and New York City 
banks: 


| 
Percentage of 





Country Monetary unit Date of devaluation | aivatnatian 
Australia fee . Pound Sept. 19, 1949 | 30.5 
Belgium ...... Franc Sept. 21, 1949 12.3 
Bolivia Boliviano Apr. 8, 1950 33. 2 
Burma ‘ Rupee Sept. 18, 1949 30.5 
Canada Dollar Sept. 19, 1949 91 
le Peso Jan. 26, 1950 27.6 
" ; f 5.6 
France Frane Sept. 20, 1949 \ 2 22.1 
Italy Lira Sept. 19, 1949 9.4 
fexico Peso July 26, 1948 43.8 
therlands Guilder Sept. 20, 1949 - 30.2 
Peru Sol Feb. 20, 1947 56.2 
l m of South Africa Pound Sept. 18, 1949 30.5 
United Kingdom do do 30. 5 
igoslavia Dinar Unknown (1940 71.6 
1Based on free rats 
2 Based on cor ercial rate. 


Source: Rey ort of Emeigency Lead Committee, May 10, 1950. 
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UNITED StTares IMPportTs oF LEAD, UNITED STATES IMPORTS OF ZINC, AND COMBINED 
UNITED STaTeEs IMPORTS OF LEAD AND ZINC 


EXPLANATION OF PREVIOUS GRAPHS 


1. “United States price” is E. & M. J. quotation for prime western zinc, East 
St. Louis, and common lead, New York 

2. “World price” up to the time trading was resumed on the London Exchange 
are the official maximum delivered prices fixed by the British Ministry of Supply. 
Since trading resumed on the London Exchange, prices are daily quotations from 
the American metal market. 

3. Imports of metal per month were obtained from Mineral Industry Surveys, 
United States Department of Interior, Bureau of Mines, for zinc imports; and 
from the American Bureau of Metal Statistics for lead imports. 

Important 

When using these graphs, particularly with respect to ‘‘world price” it should 
be remembered that this is the official British Ministry of Supply price and 
not actual quotations for foreign metal sold in American markets. Spot checks 
from E. & M. J. will generally show that other foreign quotations will be higher 
than British Ministry of Supply during periods of high prices and lower than 
British Ministry of Supply during depressed prices. 

Concerning this problem of obtaining quotations for foreign metal the follow- 
ing discussion is taken from the February 1951 issue of E. & M. J.: 

“Because of the large imports of nonferrous metals, the editors of Engineering 
and Mining Journal sent an inquiry to a representative list of large and small 
mine operators and smelting companies to ascertain if it would be generally 
desired to include imported metal in our quotational basis, or to publish separate 
quotations for imported metal 

“In the replies, un overwhelming majority insisted that - present quotations 
should be retained. A considerable portion asked for separate quotations for 
foreign metal However, because our quotations on the major metals reflect 
actual sales. we can only publish them when the parties to transactions will give 
us the tonnages and prices. In our efforts to institute quotations for foreign 
metal sold in this market, we were refused the data on sufficient tonnages to make 
it possible to publish truly representative quotations.” 


SOURCES OF STATISTICS 


Mineral Industry Surveys, United States Department of Interior; Bureau of 
Mines (for Monthly Zine Imports). 

Year Book, American Bureau of Metal Statistics (for British Ministry of 
Sopey and United States prices of lead and zinc). 

ead Imports of the United States, American Bureau of Metal Statistics (for 
‘an ign lead imported into United States). 

American Metal Market (for London lead and zinc prices since trading resumed 
on October 1, 1952 for lead and January 1, 1953 for zinc). 

Engineering and Mining Journal (for british Ministry of Supply lead and zinc 
prices in 1952) 

Engineering and Mining Journal, December 1948 (for United States ceiling- 
plus-premium price under Premium Price plan). 

The Cuamman. The next witness will be a representative of the 
United Steelworkers of America, CIO. 

I am just going to appeal to all of the witnesses. I am trying to 
be generous with time. We have 26 witnesses, and it means sitting 
here for a good many long hours unless we can shorten some of the 
presentations. 

I intend to give everybody full leeway, but I know you can help by 
sometimes reading a little faster. Of course, I have no control over 
questions. I want everybody to have plenty of opportunity to ques- 
tion, but I will appreciate your coopers ition. 

If you wi I] please give your full name and address, and the capacity 
in which you appear, and also present your associates, with their _ 
names and the capacity in which they appear, we will be glad to hes 


you. 
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STATEMENT OF GEORGE W. HAYCOCK, SUBDISTRICT DIRECTOR, 
UNITED STEELWORKERS OF AMERICA; ACCOMPANIED BY MATT 
LEAHY, PRESIDENT, LOCAL UNION, PARK CITY, UTAH, AND 
HENRY WALL, FINANCIAL SECRETARY, LOCAL UNION, EUREKA, 
UTAH 


Mr. Haycock. Thank you. 

Mr. Chairman and members of the committee: My name is George 
W. Haycock. I am a subdistrict director of the United Steelworkers 
of America. The principal jurisdiction of my office includes Utah and 
Nevada. 

I have with me on my left, Matt Leahy, who is president of the 
local union at Park City, | tah; and on my right, Henry Wall, finan- 
cial secretary of the local union at Eureka, Utah. 

I want to thank the members of this committee for the opportunity 
of presenting evidence to you concerning the problems of the peop le 
working i in the lead and zine industry in connection with your con- 
sideration of H. R. 4294. My testimony generally will be limited to 
problems covered by the le ad and zine provisions of H. R. 4294 and 
our experiences in this industry in Utah, where I was born and have 

lived all my life. 

At the outset, I want to say that the insecurity of people in Utah 
connected directly or indirec tly with the mining of nonferrous metals, 
especially lead and zinc, has now reached such proportions that unless 
adequate immediate relief is forthcoming in one way or another, they 
will have to try to seek other employment. Unfortunately, such other 
employment is not available in the vicinity of these mines, and the 
only alternative would be a mass migration after years of living in 
this area. Although this condition is most serious in our particular 
area, it exists in virtually all of the lead and zinc mining and smelter- 
ing areas in the United States. 

Attached to this statement of mine are a number of letters and other 
communications from a cross section of the people in this area regard- 
ing the problem. I should like to quote from a few of these. 

The county attorney of Wasatch County, Utah, has this to say: 

Wasatch County has a population of slightly over 5,500 people. In times of 
full operation of the mines in this area, there are about : 300 Wasatch County 
men employed at the Park Utah mine at Keetley, Utah, 125 Wasatch County 
men employed at the New Park Mine at Keetley, Utah, and about 100 employed 
aut the Silver King Mine at Park City,.Utah. At present the Park Utah and 
Silver King mines are closed down. This has deprived about 400 Wasatch 
County men of employment for a period of many months, and I assume unless 
something is done to buttress the metals price structure, this unemployment will 
continue indefinitely in the future. 

The total effect of the present lead-zine price structure is that between one- 
fourth and one-fifth of the present working population of the county has been 
deprived of employment. The future potential effect of this upon our tax 
revenues, employment, and the entire financial condition of the county is most 
serious. For those reasons, we are deeply concerned over the present lead-zince 
prices and most anxious for steps to be taken to improve this situation. 

The mayor of Park City, Utah, states: 


Park City Council in regular session assembled this 16th day of April 1953, 
after approximately 12 months of shutdown by our major mining companies, 
namely, the Silver King Coalition Mines Co. and the Park Utah Consolidated 
Mines Co., has placed this community in dire circumstances from an economic 
point of view. Today we have approximately 1,000 persons who have been 
dependent upon mining directly or indirectly in this community. 













































1538 TRADE AGREEMENTS EXTENSION ACT OF 1953 


These 1,000 persons are the people employed directly in the mines. 


We wish to call your attention to the fact that the unemployment compensation 
that has been payable to these men by our Utah law has just about come to an 
end and many of our fine citizens are finding it necessary to apply for direct 
welfare 

Also I wish to call your attention to the fact that many of our local business 
men have carried many of these fine people on their books pending and hoping 
for a hope that seems dim and dismal insofar as mining is concerned. We wish 
further to call your attention that mining and mining communities in general 
seem to have one definite road, that road is, as history has pointed out, when 
mining reaches its economic bottom the communities revert to ghost camps which 
this great West is generally spotted with. 


This is somewhat cor trary to what Secretary McKay said in his 
testimony before this same committee last week. 

We of this mining community are of the opinion that as mining goes so goes 
the Natior Today, however, we feel and know that the great organized system 
of cheap foreign imports of lead and zine is the cause of this community’s present 
aiiemlia 

You will note that the mayor of Eureka, Utah, states that his com 
munity of 2,000 people is without a doctor or a hospital and that the 
nearest doctor or hospital] is some 40 mile; away. This is due to the 
economic distress in the mining industry in that area; we cannot get 
a doctor to set up an office here because of the apparently hopeless 
outlook. 

(ccord ng to the manager ¢ {f the Park City Miners’ Hospital, we 
find the following condition: 


As you know the mines in Park City have been closed for a considerable length 
of time, due to the low price of metals which are produced here. 

The population of Park City in 1940 was approximately 3,700 and due to the 
unstable condition of the mining industry during the last 10 or 15 years, our 
prorgrt tion in 1950 dropped to less than 2,500 p ople 


lt is imperative that something must be done to remedy this situation or, 
sooner or later, our hospital will be forced to close, as we depend to a great extent 
on the miners in the district in financing our operations, and our hospital is 
a nonprolit corporation which is supported by the mining companies, the miners 
union, and the local population 

We also have only 1 doctor in town to serve our community and if the mines 
do not open up we are very likely to lose him, which would be very bad for us 
as a community of this size should have at least 1, and preferably 2 good physi 
cians to serve the miners and their families in our city. 


Perhaps one of the best summaries is contained in the statement of 
Welsh, Driscoll & Buck, of Park City, which deals in general mer 
chandise in this area: 


In the past, we were proud of the achievements of Park City and her people 
We had good schools, good business concerns of all kinds, 4 doctors, 3 dentists, 
several restaurants, several hotels, 5 rooming houses, 2 railroads, and a board- 
inghouse at each of the mines. Our population was over 5,000 persons at that 
time. The mines employing about 2,000 to 2,500 men. 

Now we are still proud of the town but conditions are entirely different. Fewer 
students in school, business houses are trying hard to stay in business. We have 
1 doctor, 1 dentist, no hotel, 2 rooming houses, 1 restaurant, and 1 of the railroads 
has ceased operating. Our population, according to 1950 census was around 
2.300 persons, and the mines when operating, employed about 900 men, not half 
of what it was in the past. This has been brought about by the lack of support 
for mining, which is our only industry. Foreign metal buying has brought about 
au condition that is truly unfair to the mining class. The cheap labor in foreign 
countries, where wages and standards of living are far below those of this coun 
try, make it possible to ship metals at prices lower than they can be produced 


here 
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Something must be done or all the mines will be forced to close. Once closed 
they will soon be in such shape that heavy expenditures will be necessary to 
permit them to resume 

Throughout the entire State every industry has been affected by the mine 
stoppage. Poultrymen, cattlemen, farming, lumbering, sheepmen, machinery 
manufacturing, motor companies, makers of electric equipment, and railroads 
are only a few. 

Furthermore, I would like to read a letter from a Mr. Jerome 
Paxton: 

This business of mining has been my life. I came to Park City, Utah, in 1888. 
I was just 6 years old, and in 1900 I accepted a position with the First National 
Bank of this city, and I held this position until February 1, 1935, and from that 
date I have been in the insurance business 

You can see that I have served the people of this mining town for 53 years, 
and I don’t know of any place where I could have found any finer people than 
they are here today and in the past years. 

| am giving this information so you will know I am not a new arrival in this 
city. 

{ submit the following information which I think shows a true picture of what 
has happened when one of our chief industries is allowed to be destroyed. In the 
year 1890, the population was 2.850; 1900, 3,759; 1910, 3,439; 1920, 3,393; 1930, 
$281; 1940, 3,739 ; 1950, 2,249 ; 1953, 2,000. 

Our school enrollment in the vear 1916, 1,092; 19387, 1,064; 1940, 1,009; 1941, 
1,024 ; 1952, 509; 1953, January 16, 486 

This information shows what has happened to the business section of Park 
City, Utah. At one time there were 127 business places on Main Street. 1953 
now shows as follows: Business places torn down, 31; vacant places, 58; business 
places now, 69. 

If you will refer to the rest of the attached exhibits, you will find 
these views and facts repeated over and over again. 

(The exhibits referred to were filed for the information of the 
committee. ) 

Mr. Haycockx. A number of the mines in this area have closed. 
Others are operating simply because the loss while operating is less 
than it would be if the mines were shut down. 

lor example, the New Park Mining Co. shut down in June of 
1949. It reopened after 2 months because of the high cost of main- 
taining the mine and pumping the water. The problem of maintain- 
ing the mines and pumping water is so serious that even during work 
stoppages arrangements are made for people to continue to do such 
work. Some mines pump as much as 7,000 gallons of water per 
minute. This mine is operating because of the cooperation of em 
ployees and because of a rich fissure of ore. The fissure of ore, 
however, is virtually depleted. When this fissure is worked out the 
mine will have to terminate operations because of the low price of 
lead and zinc, even though there is a large body of lead and zine 
ore available for mining. Were it not for the low price of zine and 
lead the company could continue operations and also do the normal 
development required in good mining operations. Under present 
conditions this ore reserve may be lost to the Nation for good. 

The Park Utah Mining Co., in Keetley, Utah, normally employed 
some 400 people. It ceased operations in June 1949, and did not 
reopen until September 1950, when the prices for lead and zine had 
increased to a point where the company could again operate. It 
stopped operations in June of 1952 due to the low price of lead and 
zinc, and has not reopened since then. 

The Silver King Coalition Mining Co. has a mine with several 
shafts in Park City. This company normally employed between 
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600 and 800 ponies Because of the low price of zinc the company 
closed the mine in June 1949, and did not reopen until September 
1950, when the price of lead and zine had increased to as to enable 
profitable operations. Only about 200 people were reemployed. The 
company and the employees tried to continue operating the mine 
under the existing prices, but despite maximum effort in production, 
the company was “forced to shut * sed again in August 1952, and has 
not operated the mines since then. 

There is a large body of ore in this mine that is about 700 feet 
inder water. It would take a year to sink a shaft and dewater this 
part of the mine at a cost, so the company informed us, of approxi- 
mately $114 million. The original shaft has been destroyed because 
the mine was shut down, and it has filled with water and caved in. 

The Chief Consolidated Mining Co. has a mine in Eureka, and 
employs about 150 at present. Prior to termination of operations 
in the summer of 1952, this company usually employed over 200 
people. After 2 months the company was forced to reopen the mine 
because of the pines maintenance and water-pumping costs. 
Che cost of pumping water amounted to $15,000 per month. It found 
that it would be losing less by operating the mines than by paying 
for this nonoperating maintenance and water-pumping cost. The 
company has indicated to us that it is trying to hang on until some 
decision is reached as to whether or not immediate relief will be 
forthcoming. If none is available soon it will close the mine; and 
again a large reserve of ore will be lost to this country. 

This means that a whole community of 2,000 people will have to 
abandon their homes and move elsewhere. 

The experiences of these companies are representative of similar 
experiences of other companies in the lead and zinc industry. Some 
companies are continuing to operate day by day, but mor » and more 
mines are being closed. With the closing of these mines the entire 
economic structure of the State of Utah, for example, is being seriously 
affected. The economy of Utah is based upon the health of the 
mining industry. As things continue to become worse, we are con- 
fronted with more and more of a ghost-town problem. To the extent 
that they can, people are leaving this area. Most of those who have 
not left remain because they have their homes there or are unable 
to secure employment elsewhere. 

Not only do the people in the area suffer from lack of employment 
rr partial employment, but even those who are working at times have 
to work at increasingly depressed wage rates in comparison with other 
types of employment in the area. There has not been a general wage 
increase in the lead- and zine-mining industry since the summer of 
1901, sdelibaath companies operating oe mines in the area have 
eranted wage increases. The Silver King Coalition Mining Co., the 
New Park Mining Co., and the Park Utah Consolidated Mining Co. 
in 1949, for example, stated that a wage cut of $2.50 per day would be 
necessary in order to alleviate the problem of low lead and zine prices 
at that time. The employees felt that it would be impossible to accept 
any wage cut as wages were already below those in the area and further 
wage cuts would not help the industry, since the companies could not 
get an adequate work force at such wages. An attempt to settle the 
problem through cutting wages is not only unjust to the people in- 
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volved, but actual experience has proved such a program to be futile. 
For example, a number of other organizations in the lead and zine 
mining and smelting industry had collective-bargaining agreements 
in which wages were tied to the price of zinc and lead. Asa result of 
the drop in the lead and zinc prices, some of these employees had their 
wages cut as much as 50 cents an hour. This took place in the tri- 
State area. Notwithstanding this fact, even these mines are either 
out of business or are planning to terminate operations within a short 
period of time unless something is done to aid the industry. 

Just recently, in Bayard and Silver City, N. Mex., where all the 
lead and zine mines are closed down practically, except one, the em- 
ployees took a 35-cents-an-hour cut in wages, and are doing only some 
development work. 

This is a brief outline of the impact of the present trade practices 
upon this particular industry. This is not just a local disaster. It 
has spread throughout the entire industry. Not only are existing 
mines and smelters being closed, but the normal development work 

vhich is essential to assure our country of an adequate supply of these 
raw materials has been completely terminated in most instances. 

This situation is all the more al: een because we are not talking 
bout “johnnies come lately” or “fly by night” lead and zine pro- 
ducers. On the contrary, these are old and well-established com- 
nies which find themselves with their backs against the wall. 
Because of this situation, the people who have worked for years in 
these mines and smelters are suffering from unemployment or tem- 
porary eon nt and inadequate wages. Whole communities are 
on the brink of becoming ghost towns. Even entire States, such as 
Utah, are being affected. 

The danger, however, does not stop at this particular point. We 
have all seen many reports pointing out that we are rapidly becoming 
a “have not” nation with respect to raw materials because our natural 
resources are being depleted. As I have stated before, when these 
mines shut down, they become flooded and cave in. As a result, vast 
deposits of lead and zine which would otherwise be available to pro- 
tect the security of this country are lost forever. The development 
work which is necessary to find additional domestic sources of raw 
material has stopped. It is impossible for us to justify this policy of 
following an economic program which accelerates a movement in the 
direction of becoming a “have not” nation in our attempt to assist 
others, despite the existence of the reserves in this country. Common 
sense calls for some immediate adequate action to reverse the move- 
ment in this senseless, disastrous direction. It is therefore not only 

in the interest of our people in the industry, but in the best interests 
of this Nation as a whole, that we have come to you today to present 
these facts and to secure whatever assistance we can. 

[ thank you. ° 

The CuarrmMan. Does that conclude your statement ? 

Mr. Haycock. That concludes my statement. 

The Cuatrman. We appreciate your statement, Mr. Haycock. 

Any questions? Mr. Simpson will inquire. 

Mr. Srwpson. Mr. Haycock, is this your first visit East on this 
particular business ? 

Mr. Haycock. In 1950, we sent a similar committee back here to try 
to get some relief through a subsidy program. The bill was S. 2105. 


peal 
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Mr. Simpson. At that time, did you go down to the State Depart- 
ment ¢ 

Mr. Haycock. Yes; we did. 

Mr. Simpson. Did you meet then with the same gentlemen, in 
whole or in part, with whom you met within the last week or 10 
days? They were then working down there? 

Mr. Haycockx. There were some different gentlemen, but during 
our visit this time we met in the State Department with two differ- 
ent leaders in the State Department. When we got to both of those 
meetings we found we were meeting with the same people. 

Mr. Simpson. As I pointed out the other day, there have been em- 
ployees down there for a considerable period of time. 

Mr. Haycock. Oh, yes. 

Mr. Simpson. They have been establishing policy, apparently. 

Mr. Haycock. I am sure they have. 

Mr. Simpson. What information did you get from them about re- 
lief which they might recommend for your industry ? 

Mr. Haycockx. We did not get any satisfaction as to any type of 
relief. 

Mr. Simpson. The same type of satisfaction you have been getting 
from the Department of State for a consider: ible time, was it not? 

Mr. Haycock. That is correct. 

Mr. Stmpson. Nothing. 

I notice that you are from the United Steelworkers of America, 
CIO. Are you the union in all the mines out that way? 

Mr. Haycockx. We are in the lead and zinc mines in the State of 
Utah. 

Mr. Stmpson. So far as your organization is concerned, you are in 
favor of some legislation to help increase the production of the 
domestic mines ? 

Mr. Haycock. That is correct. That is why we are here today. 

Mr. Simpson. There is no controversy among your members? 

Mr. Haycock. None whatever. Only some hope that we can get 
Somme relief. 

Mr. Stwpson. I should think it certainly a natural thing that men 
who have made their livelihood in the mines and who know the busi- 
ness as only professionals can, would want to keep their operations 
going, : one I thank you. 

The Cuamrman. Any other questions? The Chair hears none. 

We aoe you again. 

I would like to ask if the Honorable Douglas R. Stringfellow, of 
Utah, is here. I think you have been waiting a long time, and I am 
going to let you come in now. 

Is this Mr. Cecil Fitch with you? If you will just give your name 
for the benefit of the record, we will be glad to hear you. 


STATEMENT OF HON. DOUGLAS R. STRINGFELLOW, A REPRE- 
SENTATIVE IN CONGRESS FROM THE STATE OF UTAH 


Mr. Srrincrettow. I might say, Mr. Chairman, that we have not 
regretted waiting. We have enjoyed the testimony very much. 

Tam Congressman Douglas R Stringfellow, from the First District 
of Utah; and I have with me Mr. Cecil Fitch, who is the president 
of the Utah Mining Association. 
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Mr. Chairman and other members of the House Ways and Means 
Committee, I want to thank you for this opportunity to. oo pear before 
you today in support of the Simpson bill and my own bill, H. R. 4462, 
which are designed to amend Tariff Act of 1930 to provide a flexible 
duty on the import: ition of lead and zine. 

This committee has or will hear ae on other critical in 
dustries which are being adversely affected by the importation of 
foreign products which dle ‘press our own mi irkets. For instance, the 
wool industry in Utah and in the Nation is faced with total destruc 
tion unless emergency provisions such as proposed by the Simpson 
ind Stringte llow bills are enacted. Today, we are to discuss the 
light of the lead and zine mining industries, and I am sure you are 
or will be acquainted with the magnitude of this problem before these 
hearings are completed. 

I wish to assure you, gentlemen, that I am sympathetic to the 
President’s request that the reciprocal trade agreements and policies 
be generally extended for 1 year to allow opportunity for study and 
reevi aluation of the entire program. However, I am not in accord 
with any policy or view which would allow some of our vital and 
critical industries to fold up and collapse while we sit idly by on our 
legislative hands, waiting for the year evaluation period to elapse. 
The time to start saving a drowning man is when he gets into water 
over his head, and not wait until he has gone down for the third time. 
The moment for making plans and preparations to assist the lead and 
zine mining industry is right now, and not after all of our mines have 
closed and started caving in and filling with water. We here in Con 
gress must make up our minds whether we are going to encourage or 
destroy the domestic production of lead and zinc. We must take action 
now to prevent further damage or we will be faced with the irony 

at our apathy and inaction has resulted in strangling the life out 
of this segment of our economy. 

Many phases of the current lead-zine situation, such as scarcity in 
times of need, dumping as at present in process, danger of de pe ‘ndency 
on foreign sources, have been or will be presented by other witnesses, 
and I will not attempt further discussion of those cardinal issues. 

I would like, however, to call attention to some of the basic phi- 
losophies used by the advocates of free trade and show how their ap- 
plication would affect the economy of Utah, as well as other lead-zine 
producing States and the Nation as a whole. 

Free trade is urged to the end that dollars paid for imports pro- 
vide money for purchase and export of our domestic manufactured 
evoods. Raw materials are emphasized as the desirable imports under 
such superficially attractive phrasing as “purchase of raw materials 
from the cheapest possible source.” ‘The first is to stimulate markets 
for manufactured goods, and the second is thought to be both sound 
conservation as well as practical economics. 

We agree that raw materials producing areas must have markets to 
sustain their economy. The free traders have, however, so spotlighted 
foreign countries in the role of raw material producers that domestic 
areas largely dependent on raw material economies have been com- 
pletely overlooked. Income from raw material production is just as 
vital to the economies of Utah, Montana, Idaho, Tennessee, and Okla- 
homa, as it isto Peru, Africa, or Mexico. We think income to domestic 
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raw material producing areas has far more effect on the economy of 
the Nation than income to foreign producers. 

Every dollar paid for domestically produced lead and zinc enters 
the economy of our country. It pays wages, buys goods, pays taxes, 
or is reinvested in new or expanded industry. It would be difficult to 
estimate how much of every dollar paid for foreign metals returns to 
this country. It is, however, safe to assume that a considerably lesser 
portion of it reenters our economy than does that paid for domestic 
metals and, therefore, it is axiomatic that every pound of domestic 
production lost to foreign producers has an adverse impact on our 
domestic economy. 

The choice necessary to be made now is not whether we stand to lose 
a small part of our domestic lead-zinc production, but rather, most of 
it. A great number less batteries, gallons of gasoline, automobiles, 
refrigerators, sewing machines, TV sets, and almost innumerable other 
domestic manufactured goods will be sold in Utah, Montana, Idaho, 
Tennessee, Oklahoma, and other lead-zine producing States, if the 
domestic lead-zine industry is forced to quit. The situation is worth 
contemplating. Foreign-produced metals pay. no local, State, and 
Federal taxes, no income taxes from workers, statis, and company 
officials. In their operations these foreign producers do not buy 
United States fuel or power, only a small part of their needed supplies 
and equipment are purchased locally, and they ship little or no ore or 
concentrates over our railroads. 

It is estimated that 1 man employed in a raw materials producing 
industry indirectly creates employment for 4 others in his community. 
The impact of domestic-produced raw materials thus spreads geo- 
metrically. Roland A. Vandergrift and associates estimated in a 
study completed in 1930 that 47 percent of Utah’s then 507,000 popula- 
tion was then either directly or indirectly wholly dependent on metal 
mining for their livelihood. 

At the end of my testimony I am attaching two tabulations showing 
Bureau of Mines data on lead-zine production and metal value by 
States in 1952. To summarize these tabulations, there were 22 of our 
48 States producing zinc and 22 producing lead, 19 States each pro- 
duced more than a thousand tons of lead and of zinc. The total value 
of those metals was $341,048,630—every dollar of which served to 
activate our national economy. The value of gold and silver produced 
as byproduct of lead-zine would increase the total new wealth to about 
$410 million. 

Among the problems of the lead-zinc mining in the Western States 
are the increasing costs of mining, ore treatment, smelting, and trans- 
portation, without a corresponding increase in value of the product. 
Historically, the gold and silver components of the ore have borne a 
relatively higher share of the costs; but, since 1934, mint prices of these 
precious metals have remained the same. All increases in costs of 
labor, materials, and transportation have had to be borne by lead and 
zinc. 

It is important here that we make clear our appreciation of the 
fact that a certain amount of lead-zinc imports are necessary. I think 
the provisions of the Simpson and my own bill would simply protect 
what has normally been the domestic share of the market, and, there- 
fore, we do not propose to exclude the norma! rate of imports. Under 
present conditions, however, the domestic producer cannot long con- 
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tinue to produce lead-zinc. He cannot compete in the present market of 
1214-cent lead and 11-cent zine. 

Utah in 1952 had 30 active lead-zine operations. To April 30, 1953, 
there were only 8 of these still active and 6 of the 8 were on a curtailed 
basis. In April 1953 only 58 percent as many men were employed in 
Utah’s lead-zine mines and mills and lead smelters as in April 1952. 
New Mexico today has only one lead-zine mine operating and that 
on a development basis only. Arizona has but one lead-zinc mine at 
present in operation. 

The latest Bureau of Mines figures (February 1953) show only 
about a 10-percent decrease from 1952 levels in domestic lead-zine 
production. Many mines have, since February, reported their closing 
or curtailment. Those continuing operations, with rare exception, are 
operating either ata loss or at profit levels inadequate to pay operating 
costs and to explore for and develop new ore bodies needed to replace 
those being exhausted. Practically every operating lead-zinc mine in 
the United States today might properly be compared with a merchant 
who liquidates his stock through cut-rate sales to terminate his 
business. 

The Simpson and Stringfellow bills, which propose an import tax 
on lead and zinc, simply seek to preserve a balance between foreign 
imports and domestic production and to provide mechanics for stabil- 
izing lead-zine prices near a realistic level as related to production 
costs in our present economy. 

Another point I would hike to make is that since the end of the 
premium price plan June 3 , 1946, the average domestic price paid 
for 2,539,050 tons of d pee ax ally produced lead has been 15.4 cents; 
and for 4,105,123 tons of zinc, near 14 cents per pound. These aver- 
age prices are near the level domestic producers estimate will be ob- 
tained on a reasonably stabilized basis through the lead-zine provi- 
sions of the Simpson and Stringfellow bills. 

The consumer has paid this price over the last 614 years. The ques- 
tion might well be asked: Why, then, is not the operator able to con- 
tinue operations if he has realized a fair average price over that 
period ? 

The answer is simple. For 15 months in the 1949-50 period, prices 
were below, well below, the average. Many operations were forced to 
close. They could not stand the protracted period of loss operations. 
Many others were saved by the rise in prices incident to the artificial 
scarcity of metals created by the Korean incident. Prices have been 
below the above-cited averages since October 7, 1952, for lead, and since 
September 12, 1952, for zinc. They have since those dates continued 
downward to the present low of 1214-cent lead and 11-cent zine. 

Most small mines are again closed, and most of the larger ones are 
sustaining operating losses rather than face the high cost of shutdown 
and maintenance. Each operator must make the decision regarding 
closing down for himself. The ultimate closure, if not the time of 
doing so, is, however, definitely predictable with continuation of pres- 
ent volume of dumping of foreign metals in our domestic market. 

A few brief comments will suffice for the ec onomy of buying raw 
materials from the cheapest possible source. To maintain the avail- 
ability of supplies from the cheapest source, competitive conditions 
must continue to insure that prices are based on cost of production. 
It is apparent that present prices are based on foreign cost of produc- 
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tion: otherwise, foreign metals would not be continuing to flow to our 
domestic markets at those prices in record volume. We can logically 
expect near present prices to continue until the competition of domes- 
tic Sra has been eliminated. We can then just as logically 
expe t prices to ris se to whatever level our dependency permits. Our 
recent experience with copper, when we were literally forced to pay 
12 cents per pow d premium to ¢ ‘hile because of our de pendence’ v.is but 
in example. We have had similar experiences with rubber, tin, 
quinine, potash, and other raw mate? ials over the years. 

I urge favorable consideration of the lead-zince provisions of the 
Simpson and Stringfellow bills. The economy of the State of Utah 
is as dependent on sale of its raw materials as Is any foreign raw 
materials area. The market for manufactured goods in Utah is main- 
tained by raw material sales as are markets in re! other area. Every 


dollar paid for Utah lead-zine enters Utah’s and the Nation 1's economy 
in geometric impact, whereas but a portion of the dollar spent for 
foreign metals returns to this aa ene dives ‘tly or indirectly. 

In either the Simpson or Stringfellow bill the lead-zine industry 
s but asking for the mechanics to help insure receiving its fair share 


of the business at prices reasonably stabilized at levels related to 
domestic cost of production. The lead-zine industry, through remain- 
nginal ealthy competit ve condition, will prevent consumers eventu- 
ily being exploited pricewise, and will be able to maintain the skill, 
the know how, and the readily available ore reserves to protect our 
country in a national emergency. We do not ask for subsidies. We 

ink experle ae indicates that if the threatened, near-complete, loss 
of domestic lead-zine production becomes a reality, prices will be 


] 


Wehner then bine would be wm der the » le; ad Zine prov isions propos ed i In 
this new levislation. 

The United States Is and will continue to be the most powerful 
economic producer nation on the face of the earth, only So long as we 
rigilantly protect and foster the development of our raw materials 
and bnild up our productive facilities. The strength and ability of 
this Nation to wage war or to defend itself against aggression is 
directly related to our domestic industries. If we continue to develop 
and build up foreign producers at the expense and detriment of our 
own domestic industries, we might well find ourselves in the dilemma 
of having provided our enemies or turncoat allies with the industrial 
potential which might rear up like a Frankenstein to destroy us. 

I believe in foreign trade; I believe in improving our international 
relations; but I do not believe that we should always cast the United 
States or United States industries in the role of having to be on the 
giving end—of receiving the short end of every deal. Let’s wake up 
to reality. While we are attempting to bring a higher standard of 
living and democratic principles to the backward areas of the world, 
we are sowing economic, social, and political theories in our own 
country that might well cause us to lose our own sacred birthrights. 
To paraphrase the Biblical quotation, “What profiteth it a man to 
gain the whole world and lose his own soul,” we might have the anal- 
ogy of aiding the whole world and losing our own place in the sun. I 
believe in America first, last, and always, and I believe we will always 
have a United States of America if we do not give it away. Inter- 
nationalism and free trade must be secondary to our own domestic 
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needs. Let’s save at least some of America for Americans. Let’s stop 
giving our inheritance away for a mess of international pottage. 

There is no better time to start than now, and there is no more 
ogical place to start using some good common economic sense than in 
our base metal industries. 

I urge you gentlemen of this distinguished committee to study this 
problem and seek enlightenment on the effect which the continuation 
of present depressive trade policies will have upon our own domestic 
ndustries. I feel confident that if you examine the testimony which 
has or will be given before this committee, you will find a pattern and 
design which will point the way toward saving the vital lead and 
zine producers of the United States. 

In conclusion, I solicit the committee to favorably report the Simp 
son bill or my own legislation dealing with a flexible duty on the im 
portation of lead and zine. 

(Tabulation on lead production in the United States, 1952, from 
the U.S. Bureau of Mines, follows:) 


Lead production in the United States, 1952 Preliminary, U. S. Bureau of Mines 
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Montana 6, 761, 920 21,13 
Nevada 2 192. 000 6, 850 
New Mexico 2. 201, 600 6, 880 
Oregon 41 
South Dakota 640 1 
Texas 17, 920 56 
Utah 16. 000. 000 50. 000 
Washington 3 630, 320 11. 376 
Total United States 122. 911. 040 384. 097 


Mr. Srrincre.tow, Mr. Chairman, as part of my presentation to- 
day, as I mentioned before, I have with me Mr. Cecil Fitch, who is 
president of the Utah Mining Association, and at this point he would 
like to read a short statement into the record. Then if there are any 
questions, we will be glad to answer them. 

The CuarrMAN, You may proceed. 


STATEMENT OF CECIL A. FITCH, JR., VICE PRESIDENT AND GEN- 
ERAL MANAGER, CHIEF CONSOLIDATED MINING CO., EUREKA, 
UTAH; AND PRESIDENT, UTAH MINING ASSOCIATION, SALT LAKE 
CITY, UTAH 


Mr. Frrcn. Mr. Chairman and members of the committee: My 
name is Cecil A. Fitch, Jr. 1 represent the last of the small but per- 
sistent producers of lead-zine ores in the Tintic District of Utah. 
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This district is one of the most highly mineralized areas in the United 
States. Our annual production averages between 12,000 and 15,000 
tons of these two metals, with a crew of 200 to 250 men. We have 
some 2,600 stockholders who live in nearly every State. 

The Tintic District has produced ores in the last 84 years, having a 
net smelter value at today’s prices of roughly half a billion dollars. 
However, in the opinion of many know ledgeable economic geologists, 
this district has barely been touched. 

My company supports a community of some 1,400 people. Since 
we are mining 2,700 feet below the surface and must pump 50 tons of 
water for every ton of ore we mine, we cannot shut down and reopen 
again when the metal market improves. 

Fundamentally, the problem we face today is whether or not we 
are going to continue to have a domestic mining industry. 

There are those who are violently opposed to the sliding-scale tax 
provisions of the Simpson bill under the misapprehension that the 
cost of the metals they use is going to be greater than it has been in 
the past. Examination will show that during the last 6 years, lead 
has averaged 15.4 cents and zine 14 cents per pound. These are 
roughiy the market prices which we figure will result under the 
sliding-scale tax but without the ruinous fluctuations we have experi- 
enced twice in recent years. Furthermore, even a superfic ial exam- 
ination of the subject will reveal that in the long run it will be much 
cheaper for us to maintain a healthy domestic le: ud-zine mining indus- 
try than to pay the high prices that will result from complete de- 
pendence on foreign production or, worse yet, not to be able to get the 
metal at all because of enemy action. 

We believe that we are entitled to as much protection as those who 
manufacture products from our metals. A casual examination will 
reveal that electric storage batteries enjoy a 20 percent ad valorem 
tariff protection; tetraethyl lead a 15 percent ad valorem protection; 
and ot er lead-zinie manufacturers have a protection anywhere between 
10 and 30 percent. The mining business is probably the only industry 
in the country where the producer must bear the full burden of rising 
costs and we contend that in a period of inflation the customer shouk d 
pay for the increases in cost of metal production, just as they do for 
every other commodity. 

The CuamMan. Does that conclude your statement ? 

Mr. I'rrcn. Yes, sir. 

The Cuamman. Congressman Stringfellow, I want to compliment 
you on your very, very fine statement in behalf of the zinc and lead 
industry. I want to say, further, that I have watched your course in 
Congress over a period of time, and I feel that you have rendered a 
very excellent service to the district which you represent. We are very 
glad to have you here. 

(re there any questions? Mr. Utt will inquire. 

Mr. Urr. I, too, want to compliment Mr. Stringfellow, and call 
the attention of the committee to the fact that today we have had before 
us two new Congressmen, John Rhodes, from Arizona, and Congress- 
man Stringfellow, from Utah, and to say that both of them “have 
made very passionate pleas to protect the economies of their State, 
and I think that their States should be proud of them. I know that 
I am proud to have them as colleagues. 
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Congressman Stringfellow referred in his talk to a report by V anene 
grift in 1930 to the effect that the economy of Utah was dependent, 2 
percent of its population, upon the mining industry. Is there any 
jater report that you know of that might show what percentage of 
the State of Utah is today dependent upon the mining industry ? 

Mr. Srrinereitow. I do not have any personally. Those figures 
were furnished to me by a member of the Utah Mining Association. 
I will ask Mr. Fitch if he has any more information. 

I might correct what you say. Rather than 25, it was 47 percent. 

Mr. Urr. Yes, 47 percent in 1930. 

Mr. SrrincGre._ow. It is the backbone of our economic position in 
Utah. 

Mr. Urr. Do you have a guess as to what percentage of the popula- 
tion is now dependent upon the mining industry in Utah? 

Mr. Srrincre.itow. I would hate to hazard a guess right now, be- 
cause of the rapidly changing situation as a result of the United States 
Government’s strangling our domestic economy in the State. 

Mr. Urr. I was just wondering. 

I think we have had cases here where some of the States are 50 
percent dependent upon their industries—the mining industry, the 
coal industry, for instance. I was just wondering if Utah might still 
be 25 or 30 percent at the present time; and if it was, it certainly was 
a vital thing to maintain the mining industry of the State of U cw 

Mr. Srrinerettow. I would be willing to go out on a limb and sa 
that at least 40 percent was still dependent upon the mining pbeary, 
because we do hig vast coal mines in many of the counties of my 
State bsides the copper mining facilities, the lead and zinc, and other 
small mines. Our State is potentially the richest in the United 
States as far as our minerals are concerned, if we can ever develop 
them. There will always be a large portion of our population de- 

pendent upon the mining industry ‘if we find a way to preserve the 
salalnes industry in our overall economy. 

Mr. Urr. Would it be your opinion that the State of Utah can hardly 
afford to wait for an investigating committee to determine whether 
you are injured or not, or whether you are going to have to have 
some relief immediately in order to preserve the economy of the 
State of Utah? 

Mr. Srrineretiow. I think I pointed that out forcibly in my state- 
ment. If we are to die as a mining industry, as a wool industry, in 
the State of Utah, as many of our free-trade advocates would want us 
to do, I say, “Let us die a natural death. Please don’t strangle us.” 

Mr. Urr. There is just one question I want to address to Mr. Fitch. 
That is: How long, in your estimation, would it take to reopen a 
mining operation that had ben flooded by water if there was a cessa- 
tion of imports by reason of war and you were called upon to start 
your mines again? How long does it take to get them in operation? 

Mr. Frren. We have actual experience with that, Congressman. 
We let our mine flood once in 1927. We started to dewater in 1940, 
and it took 5 years fully to dewater, at a cost of roughly $3 million. 

Mr. Urr. So, if that were the case today, the security of the Nation 
would be definitely hazarded if we let those mines continue to close 
and then expect to call on them in a day or two or a week or even a 
month ? 
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Mr. Frren. That is right. I think we must have a long-term, stable 
policy to keep our industry healthy. It is not only unwatering mines 
that we have had to shut down, but to have a healthy industry you 
must be able to figure on future exploration work. The only way we 
can do that is to have a relatively stable market. 

Mr. Urr. We had testimony here to the effect that great profits were 
made during the high prices, and I imagine that those high prices 
alluded to were in the 22-, 23-, 24-cent bracket for foreign metals, but 
did the local mining industries rece ive any of those high prices for 
their products ¢ 

Mr. Frren. No, sir. Unfortunately, during the past 12 or 13 years, 
whenever metal became scarce and the domestic mines had a reason 
able chance of laying away a cash reserve for future development 
work, we have been faced with fairly low price ceilings. So in effect, 
what used to be a boom-and-bust industry is now just a bust. 

Mr. Urr. I think that is all, Mr. Chairman. 

The Coamman. [ want to thank you, too, Mr. Fitch, for your ap 
pearance and the information you have given to the committee. 

Phe next witness is Mr. Robert S. Palmer, executive vice president, 
Colorado Mining Association, Denver. 

f want to thank you for your courtesy in letting Congressman 
Stringfellow precede you. 


STATEMENT OF ROBERT S. PALMER, EXECUTIVE VICE PRESIDENT, 
COLORADO MINING ASSOCIATION, DENVER, COLO. 


Mr. Patmer. Mr. Chairman and members of the committee, for the 
sake of brevity, I will simply file my statement with the clerk and 
endorse in toto the statements made by Otto Herres here and Con- 
gressman Hill, chairman of the Small Business Committee of the 
House. 

The CuamMan. Without objection, it is so ordered. 

(Mr. Palmer’s statement follows :) 


STATEMENT RY Rorert S. PALMER, EXECUTIVE VICE PRESIDENT, COLORADO MINING 
ASSOCIATION, DENVER, COLO. 


The slaughter of our domestic mines continues at an unprecedented rate. In 
1940 there were 8,246 producing metal mines in the Western States. sy 1948 
this number had decreased to 2,244 and today all indications are that there are 
fewer than a hundred actually operating on a commercial basis. Recent studies 
show that in these 11 Western States, where heavy casualities in the mining 
industry have taken place, approximately 60 percent of the normal production 
of lead and zinc takes place. During normal times, as well as emergencies, these 
areas are highly essential to our well-being. 

Percentagewise, the number of mines closing in the State of Colorado has ex- 
ceeded 90 percent and some States are reporting 100 percent closures. Emphasis 
is placed upon the high nercentage of closedowns for the purpose of emphasizing 
the need for immediate action by this committee and the Congress of the United 
States to prevent the complete destruction of the domestic mining industry. 

The mining industry is not correctly portrayed by mere statistical analyses. 
Many mines are operated over a period of time at a loss, which may give the 
statistician the idea that the industry is healthy, whereas the operator, feeling 
a civie responsibility, keeps his mine operating as long as possible, hoping against 
hope that his Government will come to his rescue and prevent his destruction. 

The decision to close down a mine, where an entire community depends upon 
the mining operation, is a momentous decision. Your friends and neighbors are 
thereby put out of work, and the entire community suffers, much as it would if it 
were hit by an atomic bomb. Take the community of Silverton, Colo.—a highly 
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nineralized, delightful mining community. Here, the Shenandoah Dives Mining 
rs, Suppivying not only employment fot 






Co, has operated over a long period of yea 
the workers of that company at its mining and milling operations, but also pro 
viding custom milling for the numerous small mines which operate in the district 

The railroad, the power company, the humerous business houses, the profes 
sional people, and in fact, most of the people in the community depend upon 
this one mining operation for their livelihood Recently, the management was 
forced to make the decision to close the mine. True, the company has an ex 
ploration and development project, partially financed by the Federal Government, 
but regardless of how much ore is uncovered in exploring and developing new 
ore bodies, the fact still remains that this mining operation, after it mills the 
ores produced in the area, must ship them long distances by rail to smelters 
where the metal is recovered from the concentrates and the metal then shipped 
to the markets in the United States where the quotations cited in the papers are 
made 

The producer pays the freight rate, the smelting costs, and the refining costs 
All of these costs have been increased because of the inflationary spiral prevalent 
in the United States. Not only is this mining company confronted with increased 
wage scales at the mine and the mill, increased trucking rates both for hauling 
concentrates to the railroad and supplies from the railroad, increased workmen's 
compensation costs, increased fringe benefits, increased insurance costs of all 
kinds, production taxes, sales taxes, and the unnumerable taxes which are placed 
upon all producing industries, but this mine must pay heavy transportation and 
treatment costs which are far in excess of those of a few years ago. 

It is clear, therefore, that policies of our Government shut down this mine 
not lack of ore bodies, inefficiency of operation, nor the contention that this 
operation is a marginal operation. The word “marginal” is used in topflight 
Government releases to convey the impression that those mines which come in 
the high-cost category are inefficient. In many of the smaller mines of the 
Nation efficiency of operation is at its highest. Even with the highest efficiency 
possible in the United States, still we can’t compete with the kind of foreign 
competition which the industry is now confronted with. 

The industry raises no objection to the imports of foreign metals, produced 
as they are at much lower costs than in the United States, if the importing of 
these metals does not result in the destruction of the markets which we in the 
mining industry must have if we are to survive. There is no element of fairness 
n the proposition that a foreign mine with grants-in-aid from the various Mutual 
Security or military aid agencies or loans from the Export-Import Bank is not 
t an advantage over the domestic producer. Since June 1950 loans and grants 
amounting to $245 million have been doled out through Federal agencies and the 
Kixport-Import Bank to expand foreign mineral production. Not only has this 
money been used to encourage foreign production, but contracts have been made 
by DMPA for lead from Guatamala over a 74-year period at prices varying 
trom 17 to 20 cents. Contracts have been made for zine from Mexico and Peru 
over a 5-year period for prices varying from 161% to 17% cents. 

Let’s look at the foreign producer's situation and compare him with the miner 
in Silverton to which I have referred. His name is located in an area where 
there is a larger ore body than that in Silverton. He has obtained, through 
the generosity of the United States, the very finest equipment American ingenuity 
can ereate. This he has gotten, and with very little if any expense to himself. 
He has also received the best talent that American schools can provide for he 
has exported from the United States the graduates of our technical schools and 
colleges. His main advantage over his American brother is that he pays wage 
scales in Peru, Morocco, and Guatemala of some $1.50 to $2 a day. If he is 
operating a small mine in Mexico he pays 85 cents, or in some large mines, $4. 
Illustrations in South Africa, Yugoslavia and elsewhere could be given and have 
been given by the mining industry in its various presentations before the 
Tariff Commmission and elsewhere. In view of the fact that the foreign pro- 
ducer has not only the larger and in many instances richer ore body from which 
to extract his lead or zine, he also has a cost of production far less than that 
Which prevails in the United States. But his advantage does not end here, for 
it should be remembered that one of the major costs of the Silverton miner is the 
cost of transporting his concentrates to market and also his costs of smelting and 
refining. 

Does any Member of the Congress or of the executive departments of the Gov- 
ernment of the United States contend that the American miner can compete with 
the foreign miner under such circumstances? What about subsidies to ships 
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bringing foreign ores and conceiitrates to the United States? How about the 
mutual aid program—has it provided facilities for the miner abroad which it 
has not provided for his brother at home? The unfairness of this kind of com- 
petition, aided and assisted by American taxpayers’ money, is primarily the 
cause of the destruction of the domestic mining industry. 

In my State we have driven under a very rich and productive area a drainage 
tunnel, with the assistance of Federal funds. The mining industry of my State 
proposed this project prior to World War II. We created in the State of Colo- 
rado a State agency to cooperate with the Federal Government for the purpose 
of facilitating the tunnel’s construction. Unemployment then prevailed through- 
out the land. It was found, under the Public Works Administration, that the 
word “mining” had not been included and therefore the project was turned down, 
although manpower was plentiful and time was not important. Later on, during 
World War II, when a metals shortage existed—a shortage which caused many 
a sleepless night on the part of the defense officials—finally resulting in the 
release of thousands of men from the Armed Forces to the mines of this country 
in an effort to step up production because metals were in short supply, the 
tunnel was started by Uncle Sam. In haste, the War Production Board had 
recommended its driving, not at a level where it would have done the most good, 
but at a higher level, and in a direction other than that recommended by the 
mining industry. 

This illustration is given not to criticize the Federal Government for driving 
the Leadville drainage tunnel but rather to illustrate what we do when the 
“heat” is on in an emergency. Imports were not coming in because ships were 
being sunk, so it became necessary to step up production within the United 
States. But here it should be remembered by every Member of the Congress of 
the United States and every official in p: blic office that when our mines are closed 
down it takes years to reopen them, and it takes year to train and reequip a crew 
of men who are able to meet production requirements which inevitably result 
when we get into trouble. 

How soon we forget—how soon we forget the dire conseqeunces of our negli- 
gence. Let us consider the view of the various boards and commissions who 
contend that we should keep our minerals in the ground and save them for 
posterity. What happens when a mine closes down? In my area, timbers break, 
underground movements takes place, shafts cave in, water pours in. Minerals 
which should be recovered may be lost forever because the cost of reopening 
such properties is tremendous and in many instances will be uneconomic. The 
end result is that instead of saving America’s mineral reserves by closing down 
our mines, we actually destroy America’s mineral reserves and are guilty of 
unforgivable waste in the process. 

The condition in Silverton to which I have referred is the situation in 
Telluride, where another entire community has been faced with destruction 
because the one principal mining operation in the district has announced that 
it will close down. Rico, another community, is confronted with the same situa- 
tion, for there again, the one principal mine is operating at a loss. The Callahan 
Lead & Zine Co. was forced to discontinue operations in White Pine in Gunnison 
County, and while these illustrations are given, they are only the principal 
independent mining operations in the districts. They do not include the hun- 
dreds—yes, the thousands, of small fry—the little fellows of the United States 
who discover and bring into existence the “babies” of the mining industry, the 
new mines. 

How can our industry exist without new mines? Are we to accept the statis- 
tician’s analysis of our industry—the statistician who says that today we pro- 
duced 10 tons yesterday and therefore the industry can’t be completely destroyed? 
The facts are that many times these mines operate for a period of time at a 
loss rather than close and thereby destroy the economy of an entire area. 

It is hoped that this committee will take quick action and help prevent the 
destruction of the mineral resources of the United States. 

In presenting this plea to the Congress, I present it for thousands of men and 
women who have never seen Washington. They know nothing about the inter- 
national intrigue which involves the destruction of the domestic mining industry. 
They have, however, asked me to present this statement to you for your con- 
sideration. 

Is it not true that the best way to destroy an enemy or the best way to keep 
him under your control is to destroy his sources of mineral resources or make him 
come to you for those mineral resources? We must admit that without metals 
we cannot long survive. And we must admit that when we have relied on outside 
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sources for our supplies we have been compelled to pay all the traffic would bear 
when an emergency arose, or we have been compelled to do without. Suppose 
we relied on Guatamala for our supplies, knowing as we do that the Communists 
are infiltrating that country. Are wo going to place the safety and security of 
the people of the United States on that source of lead and zinc? Suppose we 
ook elsewhere and place our safety and security on minerals located in faraway 
places where they must be transported to this country by ship. Assuming that 
the Government stays stable, assuming that the Government is not overthrown, 
assuming that the mineral resources are not denied to us by any government 
which may be in power in a foreign country—is there not always the threat that 
these sources will be cut off when we most need them by the excessive operations 
of enemy submarines? Has this not been our experience? Look at the record. 

In all seriousness, these people have asked me to ask the Congress of the 
United States, “Is there a deep-seated plot to make the United States dependent 
on foreign sources for its raw materials?”’? If so, then the record proves that 
everything in the book is being done to discourage, dishearten, and destroy the 
American miner. 

How would you like to have the prices of the products produced in your 
jusiness decreased almost overnight by as much as 40 percent—a drop from 
19% cents to 12 cents and from 19 cents to 11 cents. Surely you would ask, 
“What caused this?” especially at a time when other lines of business in the 
United States are enjoying apparent prosperity. 

We have suggested a solution to our problem. The adjustable tariff, with a 
base price of 15% cents, adjusted to the Bureau of Labor Statistics. Will the 
1544-cent price guarantee production in our marginal mines? It will not. In 
a great many of the mines of the West, as testified at the recent hearings of 
the Select Committee on Small Business, 1714 cents is vital to keep our mines 
in operation. But we are asking that the average cost of production in the 
United States be used as the basis for our calculations. We are not asking 
the OPS ceilings of 19 and 191% cents, which would have been a fair price, be- 
cause when these prices were established foreign producers were getting 32 to 
36 cents for their metal, but we are asking 15% cents as a base to keep us in 
business on American standards. 

Does the Congress want us to lower wage scales in the United States to those 
which prevail in foreign countries in an effort to keep our mines operating? 
Does the Congress want us to lower living standards in the United States by 
paying our miners such low wage scales that they cannot buy the automobiles, 
the machinery, the hundred and one items manufactured in plants throughout 
the United States? Does the Congress want us to deprive the farmers of this 
country of the domestic markets which the miners provide? Do the railroads 
want to give up the traffic which they gain when mines are in operation by 
taking metals from mines and returning machinery and equipment and supplies 
to mines? Do the communities in which these mines are operated desire to 
give up their sources of income and disrupt the entire economy of the area in 
question? How about the hundreds of other businesses which will be affected? 
Do they want the mining industry discontinued? 

The answers are, apparently, negative, for community meetings have been 
held in many western towns and cities and the people are demanding that the 
Congress take action now to prevent complete destruction. 

Here, we point out to the Congress that we don’t have access to the printing 
presses of the Government of the United States which can get out elaborate 
reports at tremendous expense to the American taxpayers. We don’t have 
access to the columns of the thousands of magazines published in the more 
industrialized sections of the country. True, we will have to cancel our sub- 
scriptions to these magazines if our payrolls are cut off, but the point is that 
we haven’t an opportunity to tell our story as well as certain foreign groups are 
able to tell their story in the magazines of the country. We do commend the 
New York Times for its front-page article on the depressed condition of the 
domestic mining industry and we commend the Christian Science Monitor and 
others for giving our story prominent mention in their columns. 

To delay consideration of our plea for a year is to destroy us. To tell us that 
the Tariff Commission is more favorable to our position means nothing. The 
tariff on lead and zinc, restored to its position prior to the passage of the Recip- 
rocal Trade Agreements Act, would be as nothing under today’s inflationary 
worldwide conditions. 

If the industry were given the same kind of protection which the: manufac- 
turing industries of this country enjoy, for the most part, we would have no 
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en The French Government set the pattern when it increased the tariff 
lead to protect its domestic producers—and did the stars fall out of the 
heavens? Were international contlicts inspired? Recently, the president of 
the American Institute of Mining and Metallurgical Engineers explained our 
oblem to the Australians, who export great quantities of lead and zinc. Was 
he shot before he left the countt Instead, he was given the highest honors 
the country can give Surely no country can be condemned for being realistic. 
Surely the President of the United States is sincere when he says he doesn’t 
want men thrown out of work and that he wants a strong mining industry. 
Sure the Republican Party meant what it said in its platform adopted in 
Chicago and accepted by the President of the United States. Surely the people 


of the United States, if they knew the full story, would not stand for the de- 
struction of the domestic mining industry. 


Gentlemen, the situation is serious—it requires your immediate attention. 
If you have any doubt as to the seriousness of the situation, may I respectfully 
call your attention to the recent factual investigations made by the Select Small 
Business Committee of the House of Representatives in its tour throughout the 
Western States. Here, please keep in mind that while we in the West are vitally 
concerned with this problem, many Eastern and Southern States are equally 

ected, for mines have closed down and are closing down in those sections as 
well 

\ realistic approach to a vital problem is highly essential. We urge, with 
ill the strength at our command, immediate action on the part of the Congress 


to relieve a very serious and critical situation. 

Mr. Parmer. Mr. Chairman, it was my privilege at the suggestion of 
Mr. Hill to hear the witnesses who appeared before the Small Business 
Committee throughout the mining States. I wish to say that without 
exception their testimony was in line with the testimony which has 
been prese ented to your committee. 

I wish at this time, on behalf of the smaller seoment of the mining 

idustry of the United States, to express our sincere thanks to this 
C ongress for se nding this committee to investigate the exact conditions 
of our industry in the field. Without exception, the members of that 
committee suggested that something be done to help our industry. 

Some of the me mbers of your committee are aware of the fact that 
we representing the mining industry have appealed to the Congress to 
help us meet the competition from abroad on former occasions. Dur- 
Ing the 80th Congress we made a strong ap ypeal, and an answer was 
given in the form of the Allen bill which was vetoed by the then Presi- 
dent of the United States. 

We then appealed to the various departments and agencies of our 
Government for consideration, and a half-baked measure in the form 
of Senate bill S. 2105 appeared, which was defeated by a few votes in 
the House. 

There has been some criticism of the present approach as included 
in the Simpson bill, in that it is stated that it will not grant relief to 
the marginal segment of the mining industry. In that I wish to con- 
cur, for the testimony brought before the Small Business Committee 
showed conclusively that there are marginal mines in the United States 
which cannot produce metals profitably at the base price as established 
in the Simpson bill. Therefore, it is with a great deal of sorrow on 
our part that we have to sacrifice that segment of the industry in order 
to support unanimously throughout the industry a measure which we 
believe will do more to stabilize the metal markets in the United States 
than any other measure which has been suggested. 

I make this statement because seldom “hi as the smaller segment. of 
the mining industry been heard in mining councils or before the major 
committees of the Congress of the United States. The smaller segment 
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of the mining industry is perfectly willing to unite in this major 
program, in this all out program to save the entire industry from 
( struction. 

There was one statement made this morning which I would like to 
take a minute to comment on, and that is Congressman Dingell’s ques- 
tion W ith regard to the mech: anizZation of fore 1gn mines. 

We have made a pretty thorough investigation of this question 

ause a great deal of mining machine ‘ry is manufactured in Denver. 
ry oreat deal of the most modernized, finest equipment made in the 
United States, which American ingenuity can manufacture, has been 
sent into foreign mines. Those who have visited foreign mines have 
given us information to the effect that in many instances those mines 
are better equipped with finer equipment than a great many American 
mines. 

Furthermore, this is happening: We have in the State of Colorado 
the Colorado School of Mines. There are other technical schools 
through the country, and a great many of the graduates of those 
schools are going into foreign mining operations, where greater op- 
portunities are being afforded to train workers in those mines abroad. 

Therefore, it is my humble judgment, Mr. Chairman, based on many 
years’ experience in the mining industry, that if Congressman Dingell 
or any other member of the Committee will Eonar! investigate 
conditions in foreign mines today, they will find: No. 1, that the aver- 
age grade of ore found in foreign mining operations is ites than the 
average grade of ore being found in the United States. This state- 
ment was recently made by the now president of the American Insti- 
tute of Mining and Metallurgical Engineers at Denver. 

[ think this might help to clear up any misunderstanding which may 
exist in the minds of any Members of Congress as to the kind of com- 
petition which we in the mining industry are at the present time con- 
fronted with. 

I sincerely trust, Mr. Chairman, that the findings of the Small 
Business Committee will be made available for each member of this 
committee, because I can say to you without any fear of contradiction 
that they made a very thorough and careful study of our indus stry. 

The Cuamman. Do you have a copy of that? 

Mr. Paumer. I understand that the committee’s printed report has 
not as yet been made available, but will be made available shortly. 

The CuairmMan. Thank you. How much of a report is it? How 
many pages ¢ 

Mr. Patmer. The detailed information taken at the hearing would 
cover many volumes of printed matter, but I understand it will be 
briefed and made available in brief form for members of the com- 
mittee. 

The CHarrMan. Then you would have no objection if we were to 
hold in abeyance the question of making it a part of the record. It is 
very expensive, you know, to print these things in the regular report. 
| imagine it is too large for that; is it not ? 

Mr. Parmer. The only reason I mention it is that wee of us who 
have been studying this problem at length, trying to help the industry 
out West, have read volumes of printed literature ev ide ntly compiled 
by economists who have not seen our mining operations—— 

The CHammMan. I see. 


604—53 99 
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Mr. Parmer. Who have drawn conclusions other than those which 
we believe are being drawn by a committee which actually has gone 
into the field and made investigations of exact conditions and which 
will probably make recommendations. 

The CuHarman. Thank you very much. Does that conclude your 
statement ? 

Mr. Patmer. That concludes my statement. 

The Cuarrman. We thank you very much, Mr. Palmer, for your 
contribution to the committee. 

Are there any questions? I hear none. 

Is Mr. W. Lunsford Long in the room ? 

I am asking the indulgence of some of the other witnesses. Mr. 
Long, who wishes to catch a plane to go to his home in North Carolina, 
would like to have an opportunity to make that plane. 

Mr. Lone. Thank you very much. 

The Cuarrman. I believe you are a friend of Mr. Doughton, our 
former chairman, are you not? 

Mr. Lone. Yes, sir; I have that distinction. 

The CHarrMan. Do you see him occasionally ? 

Mr. Lona. Yes; I see him occasionally. 

The Cuamman. You might take the regards of the committee to 
him. 

Mr. Lone. Thank you, sir, I certainly will. 

The Cuamman. If you will give your full name and address, and 
the capacity in which you appear, we will be glad to hear you. 


STATEMENT OF W. LUNSFORD LONG, VICE PRESIDENT AND GEN- 
ERAL COUNSEL, HAILE MINES, INC., TUNGSTEN MINING CORP., 
AND MANGANESE, INC., WARRENTON, N. C. 


Mr. Lone. I am W. Lunsford Long, of Warrenton, N. C. I am 
vice president and general counsel of Haile Mines, Inc., Tungsten 
Mining Corp., and Manganese, Inc. 

From the titles of the companies with which I am connected, Mr. 
Chairman and gentlemen, you can observe that I am in the strategic- 
metals business. Our business is limited at present to the production 
of tungsten and manganese, and as the representative of our com- 
pany and the industries producing tungsten and manganese in this 
country, I am appearing here to ask you to do what I have asked 
this committee to do several times in the past, and that is, in con- 
sidering the extension of the Reciprocal Trade Treaty program, to 
put in any bill looking to that end that your committee may see fit 
to recommend for enactment, a provision excluding from its opera- 
tion the strategic and critical metals necessary to the defense of this 
country as certified by the Munitions Board, or whatever agency 
of the Government is currently in charge of that certification. 

I do that for this reason: I am very certain that any cut in the 
strategic metals tariffs today would be disastrous. I do not think 
the Congress of the United States ought to delegate to any admin- 
istrative body, for any reason, the right to bargain with respect to 
the national security which is involved in the ‘production of these 
strategic metals. We have had a hazardous life, as this committee 
well knows, not only in manganese and in tungsten, but in chrome, 
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in antimony, in vanadium, in all the strategic metals—prices rang- 
ing up and down; Government polici ies changing; industry opening 
and closing; tremendously high prices; and inconceivably low prices. 
There has been no stability of any policy with respect to the pro- 
duction of these metals, which was small in dollar volume but indis- 
pensable in the economic life of our country, whether we are at peace 
or at war. 

I plead for those metals, Mr. Chairman, that you will consider them 
as a thing apart in your deliberations, and that you will not empower 
anyone to deal with the tariff reduction on them without your specific 
approval. The Congress of the United States should reserve to itself 
and keep in its hands that question. 

In 1945, I recall that an amendment looking to this very end was 
offered in the Senate Finance Committee by the late Senator Bailey 
of North Carolina, at my instance. That amendment came within one 
vote of adoption in the Senate Finance Committee at that time. It 
failed to be incorporated in the law. 

At the request of Mr. Will Clayton, then Under Secretary of State 
of the United States, who said, in response to the argument of Senator 
Bailey, that the State Department could be trusted not to barter away 
the national security, the Congress of the United States trusted them 
not to do that. And yet, within 4 months after that date, we were 
put on notice in the tungsten industry that a tariff cut was under 
consideration. 

We came from Nevada, from California, from North Carolina, from 
Idaho, and appeared here before the Committee on Reciprocity Infor- 
mation, a panel to conduct an inquiry to advise whether a tariff cut 
should be considered in tungsten. We laid our case before this panel. 
It took all day. It was after 6 o’clock in the afternoon when we 
finished. 

Appearing in favor of the reduction of the tariff was the American 
[ron and Steel Institute. Appearing against it was every producer of 
any size or consequence at all in the tungsten industry. 

When we finished the hearing that da ay, the chairman of that panel 
said: “Gentlemen, I would like 1 you to wait a minute.” 

He conferred with his associates, consisting of six other men from 
various departments of the Government, and then said to us: “Gen- 
tlemen, I am doing an unusual thing. I want to say to you that this 
panel is unanimously of the opinion that the tariff on tungsten should 
not be cut, and I want you to go home and go to work, confident that 
you will be taken care of, and I want you to go ahead happily with 
the prosecution of your business of producing this strategic metal.” 

We went home, lulled into security by that honest statement. There 
wasn’t any duplicity on the part of those gentlemen. They meant 
every word they said, and their recommendation was to that effect. 

But notwithstanding that, the State Department cut the tungsten 
tariff. 

As a consequence—I say “as a consequence”; certainly soon there- 
after, every tungsten mine in the United States was closed except the 
one with which I am connected, and if we had not been diehard south- 
erners and bullheaded and willing to borrow money and assume the 
risk, we, too, would have shut down, because we were losing money 
from our operations. But we stockpiled this strategic material. 
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Our judgment was subsequently vindicated, but we do not wish to 
be put in that position again, gentlemen. 

In the name of national security, on behalf of the producers of the 
strategic metals in the United States, in dollar volume negligible but 
n their contribution to our life and to our security indispensable, I 
ask you gentlemen to seriously consider once again the proposition of 
not delegating your authority to anybody to barter with respect to 
the tariff on these metals. 

[ thank you very much indeed. 

The Cuarrman. Mr. Long, I wonder if I could have the privilege 
of shaking your hand before you take a plane. 

Mr. Lona. I would be most happy to be so honored, Mr. Chairman. 

The Cuatrman. Thank you, sir. So would I, if you would just 
come forward, because that is a remarkable statement, and to the 
point. I want to tell you, when I meet a good tariff man from your 
State, sir, I want to know him and know him well. [Laughter. | 

Mr. Lone. I will also tell you, sir, that the country is to be con- 
gratulated that there are a lot more at home like me. 

The Cuarrman. Thank you. 

Are there any questions ? 

Mr. Stmpson. I have a couple, Mr. Chairman. 

Mr. Long, of course the agreements to which you have referred have 
been made, some of them, many years ago, others in recent years. 
Chey are in effect, regardless of what this committee may do with 
respect to this particular bill. The agreement is made and is operat- 
ing. The best you could hope for under the provisions of the bill now 
before the committee would be to make easier the possibility of get- 
ting relief under the escape clause in the present law as amended by 
this bill, in the event this bill should provide additional means of 
securing relief under the escape clause or under the law as it is today. 

If you got favorable action thereunder, would the increased per- 
missible rate under that clause give you the benefit which would per- 
mit your ~ try to continue oper ating ? 

Mr. Lone. I do not know how much increase that would be, Mr. 
Simpson. 

Mr. Simpson. I do not know how much it has been cut, but it 
would permit the rate to go back to the rate from which the cut was 
made, 

Mr. Lona. In the particular instance of tungsten, that cut was auto- 
matically restored by the abrogation of the treaty with China when 
that country went communistic. So the 25-percent cut in respect of 
tungsten was automatically restored. Tungsten carries a tariff of 
approximately $8. It is $7.91-and-some-fraction cents, figured on the 
umount of contained tungsten In a unit. 

That tariff was enacted in 1930. That tariff, in the light of today’s 
costs and today’s differentials, would be totally inadequate to provide 
the protection that the tungsten industry, in my judgment, needs; 
ut it would also be disastrous, indeed, if that were to be further 
reduced. 


Mr. Stmpson. I understand. That is what I was afraid was the 


condi tion, 
Mr. Lone. In manganese, which comes nearer to your thing, it 
would be extremely helpful. Manganese was cut not only once, but 
again. The tariff on manganese used to be 1 cent a pound on the 
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contained metal, which was $22.40 on a ton of metal. It was cut half 
in two under one negotiation; then was again cut half in two. So 
what you have left is a negligible one-quarter of a cent a pound. 

Under the concept to which you refer, that, as 1 understand it, 
could be restored to the original, and that would be extremely helpful. 

Mr. Suveson. Under the law as it is today, plus the amendments as 
in this bill, it could be restored to the original rate. Of course, man- 
canese is one of those minerals which we are endeavoring to increase 
n production here at home. 

Mr. Lone. That is true, sir. 

Mr. Simpson. You must have lost a lot of confidence in these nego- 
tiators for the State Department, in the face of Mr. Clayton’s state- 
ment of assurances to the industry, and of the unanimous finding of 
the Committee on Reciprocity Information, and you must have been 
amazed to find that the negotiators who went overseas disregarded all 
that and sold your industry down the river. 

Mr. Lone. We are accustomed to the knockdowns of fate, but I 
will have to admit we were rather surprised at that action. It was 
unthinkable. 

Mr. Simpson. You are warning the committee not to let that hap- 
pen again ¢ 

Mr. Lone. Yes, and I am asking you not to give anybody the power 
to do that tous again. Exclude us from that operation. 

The CuarrMaNn. Thank you very much. 

Mr. Lone. Thank you, sir. 

The CuarkMan. The next witness is Mr. W. Roy Kopp, attorney at 
law, Platteville, Wis., representing the Wisconsin, Illinois, and Iowa 
zine and lead producers. 

If you will give your name to the reporter and the capacity in which 
you appear, please. 


STATEMENT OF ROY KOPP, ATTORNEY AT LAW, PLATTEVILLE, 
WIS., REPRESENTING THE WISCONSIN, ILLINOIS, AND IOWA 
ZINC AND LEAD PRODUCERS 


Mr. Korr. My name is W. Roy Kopp, of Platteville, Wis., and I 
appear in behalf of the Wisconsin, Illinois, and Iowa lead and zinc 
producers. 

Mr. Chairman and members of the committee, I feel privileged to 
have an opportunity to appear before this committee in connection 
with the hearings covering H. R. 4294. You have been and no doubt 
will be furnished detailed statistics covering the lead and zine needs 
of the Nation normally and in time of war. You will have available 
complete data covering unemployment from the closing of our lead 
and zinc mines, the number already closed, the drop in domestic pro- 
duction already experienced and full information on the foreign im- 
ports to date and the outlook for the future. I do not propose to make 
a statistical presentation. Rather, I will present the situation in 
which the lead and zine miners of southwestern Wisconsin, north- 
western Illinois, and northeastern Iowa find themselves at the present 
time. This area of mining activity is known as the Wisconsin-I]linois- 
lowa district. 

I appear before this committee not as the agent or attorney for 
the so-called vested interests, but rather in behalf of the mining in- 
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dustry and the hundreds of individual miners in my section of the 
country. It is indeed a real privilege of the American citizen to be 
able to present, simply as a citizen, his views on any matter affecting 
his interests and the welfare of his neighbors to the Congress of the 
United States. 

For my brief remarks I draw first on my personal knowledge as a 
lifelong resident of southwestern Wisconsin, and upon my experience 
is a smalltown lawyer in working with and for miners and their fam- 
ilies—for a per iod of some 25 years. 

I draw secondly for the information which I wish to present to this 
committee, upon the information which I have obtained from various 
small mining companies and operators with whom I have had contact 

s an attorney, and in other capacities. 

Finally, I have had the opportunity to obtain certain pertinent data 
from a nuinbe Tr of larger mining companies which also operate in our 
district, and for a number of which T have in the past acted as counsel. 

Any true induetehiing of the present problems of the Wisconsin 
miner, and those similarly situated in the adjoining States, would be 
impossible without a brief review of his experiences during the years. 
It must be remembered at the outset, regardless of what may be said 
today as to the needs of the Nation in time of future emergency—and 
as to our ability to supply those needs regardless of whether our zinc 
and lead mines are operating or are closed—that heretofore the Gov- 
ernment has several times found it necessary to call upon every mine 
in the country to supply the needs of the national economy in time of 
war and in time of preparation for war. 

During World War I, the miners of my district were called upon 
to go all out to open up every mine that could become a producer and 
to undertake an extensive program of exploration in an effort to locate 
additional deposits. In Wisconsin lead and zinc are ordinarily found 
together, so what I am saying at this point is applicable equally to 
the production of each metal. 

The Government during World War I offered financial assistance to 
the mine operator to enable him to step up production. The result 
was a tremendous increase in the volume of lead and zinc concentrates 
shipped out of our district and thus made available for our war needs. 

More recently, and during World War IT, the so-called premium- 
price plan was inaugurated. Ceilings were placed on lead and zine 
markets. Every mine was dealt with on a tailor-made basis. Produc- 
tion costs, grades of ore, and volume were the factors which deter- 
mined the premium payment to which each mining venture was en- 
titled—in order to maintain production at 100-percent capacity, and 
with a fair and reasonable return to the operator. Many new mines 
were opened up in those days in Wisconsin, Illinois, and Iowa, and 
many mines long closed were reactivated. Many men who had had 
some mining experience left the farm and the factory to assist in meet- 
ing the mining needs of the country and to respond to the urgent 
appeal of their Government. 

When that emergency had apparently ended, those who had had 
long experience in mining in our district felt that a gradual tapering 
off of the premium-price plan was in order, rather than an abrupt end 
to this support, and that some effort to accomplish stability in prices 
of lead and zine was desirable. To those of us living in that section, 
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it seemed not only uneconomical but downright foolhardy to cut off 
overnight the subsidies necessary to maintain certain of the mining 
operations then in progress, and to permit mines opened up at a tre- 
mendous expense to fill with water and in many cases become forever 
unavailable for future operations. The Congress saw fit to pass legis- 
lation extending the premium-price plan for a limited time, and in an 
effort to give some stability, not only to the production of these two 
metals, but to the price of same. 

President Truman saw fit to veto this legislation, with the result that 
mining activity in our district rapidly sank to a near-zero level. The 
prices of lead and zine, without bonus support, would support only a 
very few of the numerous World War II operations. 

I would like to state parenthetically at this point a fact which is 
well known to the miner but which may not be appreciated by all 
the members of this committee. The mining of lead and zine in 
our section ordinarily involves the sinking of a shaft at great ex- 
pense and the constant pumping of water—24 hours of each day— 
in order to maintain the underground tunnels sufficiently dry to per- 
mit the extraction of ore. When the pumps are turned off these mines 

fill up completely with water in a very short time, and cannot be 
reactivated except at tremendous expense, and in some cases the cost 
of reactivation is prohibitive. The general assumption of people not 
familiar with mining is that metal production can be started or stopped 
more or less at will; that it is possible during unfavorable periods to 
shut down and save the metal for more profitable periods. 

To visit a mine in operation, seeing the openings supported by mas- 
sive rock pillars or timbers, the water being pumped, the fan installa- 
tions to keep proper ventilation, the supervisory organization, the 
manpower, and the specialized equipment needed to sustain active 
operations, would correct this erroneous impression. Even brief 
closure means high cost to maintain equipment, replace failing timber, 
and keep the mine pumped out. Long closure makes these activities 
prohibitive, and the mine is abandoned. Then it floods and caves. 
Supervisory and mining crews are disbanded, making resumption of 
mining costly and oftentimes prohibitive. 

And now to come to more modern history. 

With the passage of the Defense Production Act of 1950, word once 
more went out from Washington that the needs of the Nation required 
once again an “all out” effort, not only to produce as much lead and 
zinc as possible, but to locate additional reserves. The floor contract 
and procurement contract program was initiated, RFC loans were 
made available to those who could not obtain private financing, and 
exploration loans were offered those willing to match Government 
funds in a search for badly needed reserves. 

I can speak from practical experience at this point, because I per- 
sonally represented as counsel a number of very small mining com- 
panies, and also a number of larger ones. Once again the miner in 
our district responded to the call of his Government and, upon the 
basis of promised price-support contracts and drilling contracts— 
and also upon the promise of RFC aid which would be forthcoming— 
(and I use the word “promise” advisedly )—new ventures were started, 
old mines where possible were again pumped out, and a drilling pro- 
gram was set in motion. A tremendous force of personnel was set 
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up in Washington. I personally made trip after trip to present 
applications for floor contracts and RFC and exploration loans, and 
to wind my way through the miles of Government redtape involved in 
the processing of such applications. A number of major producers 
came into the district in reliance upon the statements by Government 
officials that lead and zine were both very critical and would be for an 
indefinite time to come. 

I first came to Washington in the winter of 1950-51, and heard my- 
self the fervent pleas of Government officials to bring in the applica- 
tion of every mining company which could by any means increase 
the production of these two metals—with any reasonable Government 
support. I was promised every assistance possible —and speedily. 

The word was transmitted back to the Wisconsin and the Illinois 
and the Iowa miner. How many applications for aid were filed, I do 
not know. It has been impossible to obtain the information, although 
it has been repeatedly requested. I do know, however, that I, myself, 
filed applications for 15 floor contracts, drilling contracts, and RFC 
loans. 

What happened? Various floor contracts were negotiated to the 
point of closing. Several RFC loan commitments were made. And 
then, after many months of negotiations and supplying of technical 
data requested, these various operators—large and small—were told 
that the commitments of the Government could not be met; that the 
emergency, which had been painted as a long-range one, was over; 
that the stockpile needs of the Government had been met; and that 
there was so much lead and zine being shipped into the country from 
abroad that the Government had seen fit to cancel out all of the support 
program, including RFC commitments, except for exploration loans. 
The exploration program is practically at a standstill because operators 
cannot now afford even to match Government funds. 

My experience is cited as typical only, and can be duplicated many 
times in other parts of the country. From the time of the passage 
of the Defense Production Act up to the present time, I know of only 
two RFC loans granted and disbursed in my district. I know of only 
one floor contract on which operations are actually currently in 
progress. Zinc is down to 11 cents. Lead is selling at 12.3 cents. 
Both would undoubtedly be lower were it not for the effort being made 
by the miners themselves to hang on in the hope of obtaining t tariff 
relief, and those who are attempting to bring to the attention of this 
committee the serious need for such relief. 

I come now to a consideration of the picture with which we are 
faced today in Wisconsin, northern Illinois, and northeastern Iowa. 
Before the serious price breaks in these two metals, we had in our 
district 25 small mining operations. Today we have four, and these 
will undoubtedly close down if there is a further market decline or if 
tariff relief is not forthcoming in the very near future. 

We have only a few large mining companies in our district—Vinegar 
Hill (a subsidiary of Youngstown Sheet & Tube, Tri-State, Eagle- 
Picher, and Calumet and Hecla, as operators, and the New Jetsey Zine 
Co., on an exploratory basis. Most of these operations were brought 
into this district during World War II and the Korean emergency 
which followed. , 
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Today, Eagle-Picher is not presently operating, and Vinegar Hill 
and Calumet and Hecla are proceeding on a week-to-week basis. A 
further price decline would undoubtedly result in drastic curtailment 
of these operations and perhaps r probably a complete shutdown. 
As late as last summer there were 45 prospect drilling machines oper- 
ating in this district. Today there are 12, and 8 of them are being 
operated by two of the larger mining companies. Already, approxi- 
mately 350 men have been thrown out of employment upon the basis 
of the mines closed and the curtailment of operations still in progress. 

We are at the crossroads. It must be decided whether we want in 
this country to keep our healthy mines operating, supplying the great 
bulk of our domestic needs in normal _ and available, in case of 
emergency, for stepped-up production; or whether we want to concern 
ourselves more with the economy of the foreign countries in which 
these metals are produced, and “let the chips fall where they may,’ 
so far as our own mines and mine operators are concerned. 

To those of us who are living with this problem day by day, and 
who rub shoulders with the miner and his needs every morning and 
every night, the tariff provisions set forth in H. R. 4294 seem the 
most practical solution. If we are to pump billions of dollars abroad, 
as we have done, to enable foreign operators to open up and maintain 
their mines, with lower wages and operating costs, it would seem that 
we should be at least equally concerned with the needs of our mine 
operators at home. 

There are still in the great Midwest, where I am proud to live, a 
great many people who hold to the old-fashioned view that we in these 
United States have a first obligation and a first duty—always, and 
without exception—to the American citizen. And so we feel, and I 
believe rightly so, that it is high time for the Congress to concern it- 
self with the plight and the needs of our own citizens—first and fore- 
most—when viewing the needs of the world. 

Further, we must remember that if our borders are closed, or if 
enemy submarines appear upon our coastal waters, the foreign ship- 
ments will not be available. We will then have to rely almost exclu- 
sively on home production. Not only that, but our needs in case of war 
may increase very rapidly, and if most of the lead and zine mines of the 
Nation are then closed and the miners absorbed in other industries, it 
would be well nigh impossible to step up our production here in any 
time less than a period of many, many critical months. 

It should be noted as signifie ant th: at the opposition to the lead and 
zinc provisions of the Simpson bill is confined very largely to those who 
profit handsomely by being able to bring in lead and zine from abroad 
at the presently depressed prices. Importers would naturally want 
to be able to continue to purchase at current levels. They do not an- 
swer any of the questions which the proponents of the bill have raised, 
and they offer no solution to the problems with which our miners are 
today fi aced. They fight for a continuation of a profitable importing 
business. We fight for survival. 

The fact that H. R. 4294 will not stop the inflow of foreign ship- 
ments cannot be overemphasized. Some foreign production is re- 
quired to meet domestic needs, and we submit that under this bill 
there will be sufficient imports to supply those needs. 

In conclusion, may I summarize the position in which the American 
lead and zinc miner and operator finds himself at this time, the 
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effect on the national economy and defense program, now and in the 
future, of a continuation of current conditions and, finally, the prac- 
tical effect which the lead and zinc provisions of the Simpson bill would 
have if enacted into law. 

As to zinc—and what is said as to zine applies in substantially the 
same degree as to lead—we are primarily concerned with zinc in my 
sec rt, 

The average price of prime western slab zinc from January 1, 
1946, to April 1, 1953, has been 14.54 cents a pound. The present de- 
pressed price of 11 cents is not average or normal. The American 
miner cannot produce at this level, on the basis of present wages and 
other operating costs. The cost of labor used in the production of 
slab zine has increased 62 percent in this country since January 1, 
1946. Other costs have advanced substantially. 

The present price is due to a dumping of a tremendous surplus 
of low-cost foreign production of slab zinc on the American market. 
For example, it has been recently stated that some British low-cost 
operators can deliver slab zinc in this country at a price of 8 cents 
per pound, and realize a profit. 

Now to illustrate the volume of our imports. In 1931, the importa- 
tion of foreign slab zinc amounted to only 0.26 of 1 percent of the 
domestic production. Last year the imports of foreign slab zinc 
amounted to 85.46 percent of the domestic production, throwing on 
the American market a supply greatly in excess of demand. When 
foreign consumption increases or our production is further curtailed 
or, more important, in event of war or other national emergency, 
foreign prices will again skyrocket, as was the case only recently, 
and we will be helpless at the hands of those whose production was 
stimulated and maintained for a time with American foreign-aid 
dollars. 

The American zinc-lead miner cannot survive unless relief is 
forthcoming almost immediately. Well over half of the mines in my 
district are now closed. I am informed that about half of the lead 
and zinc mines of the Nation are down. As has been previously 
stated, our mines cannot be turned on and off as a water faucet. When 
the faucet is closed, in many cases it will never be turned on again. 

We are looking for a stabilization in price. This would be ad- 
vantageous to both the consumer and the producer. It is felt that 
the lead and zine provisions of the Simpson bill would accomplish 
this purpose—would result in a sufficient amount of foreign metal 
being received to meet our needs, a fair and reasonable price for lead 
and zine, and the maintenance of our domestic production on a normal 
basis. 

I submit the plight of the mining companies and mine workers in 
my State, and that of my neighbors in Illinois and Iowa, for the con- 
sideration of this committee. We ask that whatever tariff protection 
is deemed advisable be written into law—now. We believe the need 
for a protective tariff is self-evident. We believe the Simpson bill 
sieeinene represent a workable formula. It is most essential that 
relief come soon. Our miners cannot hold on much longer. 

I depart from my text to make this final statement: I am informed 
that it has been suggested that this whole program be postponed, that 
there be a study for a year, and that then we come in and determine 


iteseon 
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what is best. Our people are like the man who is gasping his final 
breath. In a year from now, in some few months from now, he will 
be gone. If we are going to have relief to save him, it must come 
now. 

The Cratrman. We thank you very much, Mr. Kopp, for your 
presentation here. Are there any questions! The Chair hears none. 
We thank you. 

Mr. Harold Childress, president, Tri-State Lead & Zine Ore Pro- 
ducers, is the next witness. 

If you will give your name and the capacity in which you appear, 
for the record, we will be very glad to hear you, sir. 


STATEMENT OF HAROLD L. CHILDRESS, PRESIDENT, TRI-STATE 
ZINC & LEAD ORE PRODUCERS ASSOCIATION, BAXTER SPRINGS, 
KANS. 


Mr. Crivpress. Mr. Chairman, gentlemen of the committee, my 
name is Harold Childress. I live in Baxter Springs, Kans. I oper- 
ate the Buffalo Mining Co. and the Mark Twain Mining Co. in 
Picher, Okla. Today I am appearing as president of the Tri-State 
Zinc & Lead Ore Producers Association. This association is com- 
posed of 14 major lead and zinc producers and 16 associate members 
who are located in Missouri, Kansas, and Oklahoma. Aside from 
its own membership, the association has always attempted to speak 
for the district as a whole. The problems of all of the operators, 
generally speaking, are identical, and are certainly most identical 
in this present crisis. 

We know from the proved domestic production of lead and zine 
metals that our area is important to the economy and national defense 
of the country. The area has long played a vital role in lead and zinc 
production, and through two wor ld wars, when demand was at a peak, 
the district came through with the metals needed. I know you are all 
familiar with the domestic importance of the two metals, and I will 
not burden this committee with repetition of those uses here, and I 
further feel quite confident that you all are aware of the absolute 
necessity of both lead and zinc in times of war and national defense 
production. So our metal production is important, and for your in- 
formation, in the year 1952, as reported by the United States Bureau 
of Mines, the district produced 13.1 percent of the zine and 6.4 percent 
of the lead that was domestically mined. 

Today we find our area in a depressed condition; in fact, we seem 
to be in a real depression, for there are at least 83 mines shut down and 
more closing almost daily. In addition, at least 15 mines have reduced 
operations. The mines which have already closed do not by any means 
give the final score. I firmly believe that unless relief from the present 
low price is gained from some source, that the entire district with 
almost no exception will be forced to shut down. When the costs of 
mining are considered and compared with the price received for the 
product, this result is obvious. During the month of March this year, 
the average value for the district, on the concentrate market, of a ton 
of crude ore was approximately $3.11, according to the Bureau of 
Mines. My considered estimate of the average cost during the same 
month of producing this same ton of crude ore is at least $5.63, in- 
cluding all mining and milling costs and royalties paid to Jandowners. 
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These shutdowns and reductions in operations have resulted in un- 
employment of at least 1,400 miners and an undetermined number of 
emp love es of allied industries. I believe there have been several hun- 
dred miners laid off since I compiled that figure. 

If the unemployment were the only consideration, the problem 
would be the relatively simple one of finding new jobs for those 
iffected. However, this is not the case. In the first place, it is an 
extremely expensive undertaking to shut a mine down because of the 
technical asper ts of the operation. Secondly, because of the ever- 
present water problem, most mine operators must continue to pump 
the mines at high cost during the pel iods of shutdown. Added to these 


considerations is the high rate of depreciation and deterioration of 
mining machinery and equipment. In addition, oye mining opera- 
tons require a very high degree of specialized skill in labor. When 


periods of shi itdown occur, the miners must seek e aiias nt elsewhere 
with a consequent loss of these skills to the industry, with the result 
that new men must be trained at high cost when operations are resumed. 

A good example is found in the case of the so-called machineman or 
underground drill operator. I doubt that a machineman can be 
prope rly trained to perform his duties in less than 5 to 7 years. 

rhe most tragic result, however, of a long period of idleness would 

: ithe possibi lity of irretrievable loss of the known ore reserves in the 
district. This possibility is not imaginary; it is a very real and 
pressing reason for continuing ope ration of the mines. 

As I have previously stated, these mines must be pumped con- 
stantly to keep them dewatered. This pumping operation, because 
of the vast amounts of water encountered and the distance it must be 
lifted, involves tremendous costs in man-hours, machinery, and power. 
No company presently operating in the field can withstand these costs 
over a long period of idleness. When the pumping stops, as it in- 

vitably must if the ee of idleness is a long one, the mines will 
rapidly fill with water. Once the mines fill with water it would prob- 
ably never be economically feasible to dewater them and resume min- 
ng operations again. 

Phe present mined-out area in the district consists of 3,570 acres cut 
to an average height of 29 feet, giving an underground space of 4,486 
million cubie feet. This space would hold 33,648 million gallons 
of water. To pump this water out in addition to the normal inflow 
of 22,000 gallons per minute, would require an expenditure of about 
$90,000 per month for electric power alone. Should the period of 
idleness last oy a few years, practically all shafts would have to 
be rehabilitated at a tremendous cost. Also, there would in all prob- 
ab lity be such a great amount of underground cav ing and other dam- 
ave that the mines could never be properly operated again even if the 
above costs could be successfully met. These factors would cause a 
permanent loss to this country of a very large tonnage of lead and zinc. 

We of the mining industry, at least those whom I represent, do not 
feel that relief in the form of a subsidy or Government stoc kpiling af- 
fords a lasting or permanent answer to our problem. Certainly such 
methods could be devised which would afford at least temporary relief. 
However, we are far more interested in getting our industry on an 
even keel and are particularly desirous of avoiding these sudden 
downsurges of price in the future. We do not profess to know all the 
reasons behind the recent drastic drop in lead and zine prices. How- 
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ever, we believe the primary reason is the sudden flooding of markets 
with huge tonnages of foreign metal and concentrates, shipped to this 
country without sufficient tariff restrictions. 

It is our earnest belief that we should be placed in a position where 
there is at least a possibility of being able to compete with foreign 
metals and that our product is of sufficient importance to the entire 
national economy, beth from a defense standpoint and a civilian pro- 
duction standpoint, to warrant the placing of protective tariffs on 
these products. 

From our observation of this situation thus far, it appears to us 
that Congressman Simpson’s proposal, H. R. 4294, presents the best 
solution offered to date. We feel that without some protection of 
this type, that this industry in our district and elsewhere is doomed. 

For these reasons, we respectfully request that you give your favor- 
able consideration to this bill. 

The Cuairman,. That concludes your statement ? 

Mr. Cuivpress. Yes, sir. 

The CuatrMan. We thank you very much. 

Are there any questions? I hear none. 

You have made an excellent presentation. 

The next witness is Mr. Thomas Kaiser, representing small operators 
of Tri-State Lead & Zine Ore Producers Association. 

If you will just give your full name and address, and the capacity 
in which you appear, we will be very glad to hear you. 


STATEMENT OF THOMAS KAISER, TREECE, KANS., REPRESENTING 
SMALL OPERATORS OF TRI-STATE LEAD & ZINC ORE PRODUCERS 
ASSOCIATION 


Mr. Kaiser. My name is Tom Kaiser. My address is Treece, Kans. 
1 am speaking on behalf of myself and some 75 to 100 other small 
operators in the tri-State district. 

With due apologies to you gentlemen, I am neither a statistician 
nor a politician, but I am a practical miner. I have worked in the 
tri-State mines 27 years, and I feel that I am qualified and able to 
appear here for the miners, myself, as a small producer, and for those 
who mill our ores. 

In the tri-State area, there are some 85,000 people either directly or 
indirectly depending on our mines. We produce a large tonnage of the 
ore in the United States, and also have a large amount of the ore re- 
serves in the United States. 

Small operators do produce a substantial amount of that ore, and 
have some of these reserves. We have what we call large investments 
in equipment, machinery, and so forth, and if we cannot get some sort 
of relief, that will be mostly forever lost. 

One of the first things that I have here is more a question: Why 
did our price drop so drastically in these few months from $135 to $65, 
when other commodities—pipe, steel, powder, electrical power and 
equipment—did not drop? Not even products that were made from 
our ores. 

by the way, the Congressman from Michigan is not here, but we do 
buy American automobiles. I have been around a number of mining 
fields, and I have never seen very many foreign cars. 
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We have a depression in the tri-State district more than you can 
think, you who are not there, and it is growing every day. Since I 
have been here, one of the fellows sent me a list of some additional 
mines that have been closed. 

Our miners cannot quite understand this. They pick up a paper or 
hear on the radio that the steelworkers and various other workers over 
the Nation have been granted wage increases, and they have had to 
take decreases. Our wages are based on asliding scale. In other words, 
if the price of ore goes up, the man’s wages go up. If the price of ore 
comes down, the wages come down. 

Incidentally, in the last two cuts in ore prices, either the large or 
small operators did not cut the wages, because they were already down 
to $10 a day. It is very difficult to keep good men working. If you 
have a good man you do want to keep him. 

I have 2 letters from insurance companies there that carry a large 
amount of the risks, and they list 75 mines down, including the major 
mines, too, that are down, or 1,450 actual miners. 

Since I have been here, they sent me another list of 15 additional 
mines, small mines, with another 267 miners. We have a record of 
those. That makes a total of 1,717 men actually known out of work, 
to say nothing of those who work for still smaller places that are not 
covered by insurance, or indirectly. 

I talked to the unemployment man at Miami, Okla. There are 
3 States concerned there, and there are 3 unemployment offices. 
He told me that there were 2,000 miners out of work directly who 
were employed in the mines, and easily another 2,000 indirectly, 
drifting about over the country trying to find work somewhere else. 

These miners can’t just jump up and run off. They have children 
in school the same as you fellows have. They have their homes, they 
have a lot of things, and have to stay there. It isn’t just as simple 
as saying, “Move them out.” They can’t move out. 

Those who are still working suffered about a 45 percent pay cut, 
or 471% cents an hour. 

Gentlemen, out in one of these corridors I picked up a little maga- 
zine which said, “In America we must prosper to serve well, and we 
must serve well to prosper. To do this we should have well-paid 
employees.” I got that information here in one of these buildings. 
I do not know just which one. 

In other words, if you have no profit, you soon have no companies; 
no companies, no jobs; no jobs, no miners, no factory workers, no 
bakers, grocerymen, or hotelkeepers. Maybe you won't even have a 
sheriff; I don’t know. 

The CHarman. Would you like to insert that in the record? 

Mr. Katser. I don’t believe you could read it, sir. It is just some 
notes Ihave. You are quite welcome to it. 

The Cuairman. I suggest, if there is no objection, you put that 
right in the record with your statement. 

Mr. Kaiser. They say,“Why don’t you shut down? Why don’t you 
quit ¢” 

We get back to the water problem. That has been discussed pretty 
ly, and I will not go too far in that, but I will say we have 
our pumping problems, too; and depreciation of machinery and equip- 
ment, derricks, underground hoppers, shafts, and underground roads. 





thorough 
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[f you keep pumping water you have a large expense and more or 
less personnel there in order to keep the pumps running. 

If you shut down you pull your equipment out of the mines and 
allow your water to rise. We have large diesel trucks and tractors. 
You bring one to the shaft, and it takes an unlimited amount of labor 
to dismantle one and pull it to the surface, and then reassemble it. 

This goes on for quite some time. In removing equipment from 
the mine there is some you would have to leave. It wouldn’t be worth 
while to pull it out, and after you get it out it doesn’t have any resale 
value. Nobody else wants mining equipment. So what are you going 
to do with it? 

You say, “Just leave it there and keep it,” and we will wait awhile 
and see what happens. 

If you decide to pump the water out—I will leave you gentlemen 
a copy of the approximate pumping cost of that area to go in the 
record. 

(The information referred to follows:) 


Bi a nie NB ah chances lt cieniitanie ER cnet heehee 3, 570 
i SS i a ast nena tree nuninentnmtninitabaiiambnnitde 29 
Volume in cubic feet Saiepictventainaetn maledeoniamatliemavete etek iaciectiemmas are 


Vee Oil | STIR Os eb ee ee eet 83, 648, 285, 000 


To dewater: twenty 14-inch pumps with an additional six 14-inch pumps to 
handle normal inflow of 22,000 gallons per minute; about $90,000 per month 
power bill. 

Plus the uncertainty of acid water in some areas. 

Several years shutdown would require recribbing numerous shafts, 155 shafts 
now pulling dirt and about 300 to be maintained, maintenance shaft work about 
$30,000 per year. 

Buying pumps, installing, power hookup would cost about $1,500,000 power 
and maintenance would add another million. 

Mills would have to be repaired after a long shutdown. 

Gallons per 


minute 
Inflow Picher__.----~- tata cat Ee tsi niet heeept tei macnn eines atieie ie a eeeeae 20, 595 
GORA, BeOe. .<.ncnon scala dtiacascidem aeaiainliadiaiaaeinatiadinabaaae sini aap icipated liad 4, 000 
Wee Cll -GROM eeenedddscdnnd ti Saucon dinpelllilidlebeis eesti dati adits inidbatiia aia cael _10, 000 
NOS Od .. cccacshitithndpiitbntiibinintwalil Sao Silat adhleitaesedahelalal wil Seca Maal “84,5 


Mr. Kaiser. If you decide to pump the water out after the mine es 
been allowed to fill up, there is no dry acid bed in the mines. When 
the water comes up, those acid beds will be submerged, and then if you 
have to start pumping them back down, you will have more or less 
contamination from acid. I don’t know how many mines would be 
acidized. There are quite a few now. You would certainly have 
more if you allowed the mines to fill up. 

I might add at this point, each time a miner goes down and quits 
pumping, he adds a pumping burden to his neighbor. 

You would have to leave in the ground in most cases your pipe, 
electrical equipment, your underground roads, and things of that 
kind, that would be washed out. Because of corrosion and rust, you 
couldn’t do anything with them. 

If you did have it out and started to clean your mine, you would 
have silt and sludge, the repairing of these roads, and it would cost 
easily three times as much to rehabilitate one of the Tri-State mines 
as it would to keep it in operation from the start, if you could break 
even. 
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Someone inquired, “Why didn’t those fellows get on that floor 
plan?” We have an office right in Joplin. I personally made some 
s or 10, possibly a dozen trips there. One time they introduced me. 
The other time I introduced myself, and so on. That went on and 
on. We had to fill out forms and take them back and change them 
and bring them back. 

They did have their engineers to check over the known ore body 
that had been drilled out, and furnished assays on drill cuttings. 
They said, “Well, Mr. Kaiser, our engineer has found that you have 
$415,000 worth of known ore. Can you get the lease next to you where 
this ore might cross?” 

I made arrangements to get that. I went back to see him. He said, 

sy the way, when you come back, you bring me something to show 
how much ore you have produced in the last 3 years. Also ‘bring me 
copies of your pe srsonal income-tax statements. ” 

Personally, I don’t think it was any of his business, but I was 
pretty enthused about it, and I would have liked to get that loan and 
get something going. So very promptly I came back and brought my 
statements. I think the gentleman thought 1 was overemphasizing, 
but when I came back with my settlement sheets to show 1 had pro- 
duced the given amount of ore that I told him, and my Sean in- 
come-tax statements, he plowed through them a little bit, and he said, 
“Well, Kaiser, you see, it is like this: It is not a matter of what you 
know or what you have got. It is a matter of presentation, who you 
know.” 

That is pretty bitter to a fellow. That didn’t happen just to me. 
You could get any number of such cases, there in the field; and with 
very, very few exceptions did any of the small operators get any 
floor plan. I am not quoting this as definite, but I think only one 
so-called major producer. 

He did say to me, “If you want this 25,000, why don’t you take 
another route here, and we will go 121%4. When will you put your 
1214 up?” 

I said, “What about this floor plan, the guaranteed price?” 

“Oh,” he said, “we will get that in there all right. You will be 
guaranteed that price.” 

I said, “I will have my $12,500°—that is smal] money to you gentle- 
men, but it is large to me—*in there by the time I can go to Picher, 
Okla., about 30 miles, and back, if you will promise me you will go 
along with me and recommend it.’ 

He said, “I can’t do that, but you can send it on up to Washington.” 

I said, “What in blue blazes has Washington got you down here for 
if your recomme ndation Is ho good or if you are not going to make a a 
recommendation on this thing? They are not going to pay any at- 
tention to me in Washington.” 

So much for that. 

Subsidies. No, we are not for subsidies, except as a last resort. We 
don’t believe in them. Of course, it might be we will have to have them 
if we can’t work out something that is a little better solution to this 
thing. 

The field over, the small operator and the major operator is more or 
less opposed to subsidies. He would rather have something detinite 
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that he can depend on for some given length of time to develop more 
mines. There are more mines to be developed in that area if they can 
get just a little incentive to assure them that they can get their money 
back. 

Protection? Yes, we feel that we are entitled to protection there. 
We don’t ask to be above these foreign countries, but we have mines 
and smelters, and the fuel to run the smelters, far enough inland so 
that in the event of war we can go ahead and produce. 

[I will skip some of this which has been pretty well covered. 

Our mines are definitely inland and can be operated during wartime. 

We understand there are a lot of American companies which pro- 
duce large quantities of foreign ore and ship it in here. I think you 
gentlemen do, too. Now that they need a market it seems that they 
come in quite freely, and there is no question about it. 

You talk about protecting those fellows, but what happened when 
we needed their ore? It seems that these producers and consumers 
who needed the ore then paid through the nose to get it. It seems to 
me at this time, especially in the Tri-State district—and no doubt 
these other places are the same—the workmen, the producer, the 
appurtenant industry are suffer ing, and even the national security is 
affected, by allowing these mines to be retarded and possibly shut 
down. 

At this time, we think that the Simpson bill, H. R. 4294, is the best 
solution for relief, as we seem to be going through a process of elim- 
ination, and need help now. 

We hear in the newspapers and over the radio, the various top- 
ranking officials talk about fighting communism abroad, sending money 
over there for different kinds of aid, and soon. Bea good neighbor. 

Yes. We practice that in the Tri-State district. If one small 
operator wants to borrow something from another, he can get it. But 
I dare say he would not carry that to the extent that he would have to 
shut his mine down. 

So let’s don’t overlook our home security in this thing. 

We don’t mean to be too hard or sarcastic about this thing, but we 
do feel that we are getting a great injustice in the Tri-State area 

We do appreciate this opportunity of going on record before this 
committee, and want to thank you for that privilege. 

The Cuatrman. Thank you very much, sir, for your appearance. 

Any questions ¢ 

Mr. Mixts. I believe we have had with us during this discussion, 
Mr. Kaiser, one of our good friends and colleagues, Mr. Ed Edmond: 
son, of Oklahoma, in whose district is located a lot of the lead and zine 
about which Mr. Kaiser is speaking. 

Mr. Kaiser. That is right. I might add that Mr. Edmondson did 
make a personal investigation through that area, and he has the 
report which I suppose you gentlemen have. If you don’t have it, 
you can get it. 

The Cuatrrman. He has already appeared here. 

Mr. Kaiser. I have a list of those companies. 

The CrarrMan. Without objection, it is made a part of the record. 


32604—53 100 
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(The information referred to follows :) 
APRIL 24, 1953 
Hon. Ep EDMONDSON, 
Congress of the United States, 
House of Representatives, 
Washington, D. C. 
Deak Ep: The below-listed mining companies are shut down with resulting 


unemployment to the number of men set opposite the company’s name. 
ee Be Ce TNO etn eetcinnnengneniinnnns 16 
kederal Mining & Smelting Co.: 

Duenweg Sadek eee ch Seca eed eins edie alee elnirtb xc chastod indicted talnieannten te psaratice telidietn 95 

SRM a ae Be ak. Sh bbb dtinteldincek i hence aiicticdsccndtinsaade 16 
Lawrence County Mining Co.: Goodnuf mine_......_______.._-...-..-. 33 
Potter & Sims Mining Co.: Alba and Snapp mines____-____--_--__-_-_-_. 97 
BMitis & ©o.: Chitwood mine... scene Reccesdeapaioeanessiiinsamaeimnres ak tiaetnestgeaietien 12 
We; es ae en es CD, Fee ce Aa cadet 37 
Helen H. Mining Co.: 

I i leet ede ls 62 

I I carta civilians nattin iin ateathiimticasciadltiiaintsin a deeceeinnetiinde Maia its By 

Aztec aponcy-anitencmnenttaadatenabeondimmeniae tes neaiiltmatiendibendaadaetasndndea-epniiiteeiesepeatiaiiiattamdiniy 
Gn een IO a ee a ae 21 
Latics Dae line D0 os och nh ih tt wiki icine 5 
i i ee i el 5 
I i ascertain Nice eile aaah 5 
ee cbse aeeepaierdamecs tom Saale eiiadeaededeetiemaa a 5 
an seen alot canes acbnasesnonsceaicaeaebends hagiaienep 6 
Ce ws MND chi ie tlh ace eines nctntbe ike bei hicedinentetvendiekdetionkes 5 
ne A i issn csienenniipn eat Sn psn dahiiainnhian niieniirwinenieacatiaialsatiiintieiedin ot 
ED SOIREE MR iicictenpeey akeiniiareesoeasendewiianceestnibneibcinimmmgumiaeninh ads diieninpaiaimane 3 
a sa ccsiaesin mnie ali enaialinh peapetinnis inadginnieiia trees 5 
ETT, I ION csi gs ait caplet adnate antacids tpucdeg talon actalanatnhcnniaseaie te 4 
SO I iste inp lel Scien entitle odie 4 
RING PRU BEE OG icine tinier bnenenerudunibemninba 5 
a Ns renienccetirsnetli etenennieannitinneninmmnnibieie 11 
ne, CUE, Leet debian crenata ep Seeiaeptiesipeasoedpuiltint 15 
ye i rE i halt en 12 
Lancaster Mining Co.: Blackhawk ~~ ...-..._______.._ iestrddenabdis. ee 21 
Sy Ee PIN Us iach cma weceltertpionn cabin tmnt dite 16 
I lal cian ia erin Seca latina inicaihieediames 2 
ee Sen nS I... cas seennineeegennginemeiennieciigusitmentienntsborcie 14 
Se nha. ean COI ct ies spe sacecenst capes ids dapestnsets cccneapap vets nner chpeaeddearenstae ev ceacnignanion 13 
ne Fe I a A han eccacehche gin cicidhesln iecbsinnalshlaceaplsadlin slap bichelledsducinietdigitadts Mierselihdbabadoied 5 
RN I ik aia itreucccanninninaicenagngn abit hbatsetic tbat teak 15 
PORE SIRE - OD 08 db cctcrsandiniienaneromedaeianiieeemaneetmmmunitn 2 
I ascent ieee eee cite atm ible cman ie 15 
PU SR I lisesi Mitr lila ects eaes celantetisineninleeege eabeiniesniocaeandai md aanbtinmnabaeteaadinaesanim 5 
ns NI FID iistec ckoncinstavns derencaesceiienincte cectivvncs morelalpantlihdieinipstniindlaaalnecen pula abate ei, 8 
Ce i, I DO i ices am vtictsstnccbeestede hii itiepwtg Dhabi laieitiadcvatteleltlen 6 
BE EE ee a a ee ae ee Se ay 
DGGE BEE (50. cnn siihepeiocealdlani ietineen sindbis asta tae 6 
ee a ER ei ERE Re ee LE ELL Lae 10 
Per pee 06... cnt devine irceensaisnes stl Uap omie dated tall date dah lait hts 25 
CONE LORE 8 Oe nd athécini tide cei bea 25 
Ie IE bs I FTI hth sacescatesoshicenipreninithemnnisanieaninibeteninihinceetaiadieatuathe 15 
I a sete degrees aaapapieieniiilinig meriniaiaaieh dabble eee cs Bike Rian, 6 
M&S. Minit Go 2k. oid teeacialba tei tlncn taseareal ss Teta Win crete teiatig haaehaiacatsigheompaitasaenas 10 
ITs NN I as i edn ili in needs chard Ee corer ad nage eee 4 
SAU SM 00) (00. ) a essed cleat digitchlewinticiatde bd ce bies Ld + 
EE Ne OO ii, cca ccietnilimickiitiasdnbbatditididnceeeeeel. 9 
Joe Hawk Mining Co__----- pesca ees tai iit 8 
Jim Lee Mining Co_..- ~~ _-__ ieee ne “ Be at ns 6 
Linda B. Mining \o____- 3 Det ti Seay i » 5 
Linda Lou Mining Co __---~- stecisstdadies ee ea Teee re vee 10 
Lucky O. K. Mining Co “ eliataiapiaecimbinila 6 
Little Pat Mining Co_____- 2 aa ae : ; ii 4 
M. & S. Mining Co sans oe heel 14 
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Man Se 0 ncdi—alisdilin tela Hihbbhn didi dime hecotctdih taki cna 25 
Dae I i ASS hale delta welds cod ascites arti dindieaicblinalactnere hestiilbelaans 18 
Mar? | Gil DERM DOs io cb kb neanta bn etiaeihipiasid 6 
Bik AIR: TN TD... cineatseapaeniinetsiiniainainevinaiins tines iimadnaitll aetna tdaedl SA ciliates 4 
a NE ciate ticeennnracieeissiglinintgatiniiand niente encaninsaiiiitian tien pariah dda’ 4 
Ce ica itear tii ectnire peccinp einstein mali insaipioniliaiasagicenaie en 10 
Ny I a i cearinhianensntnentirclnencs ita curtsialiaiaaha ait lhc sali 20 
IE ate ccterciicilate i lca ienclaeh ial andiidinniaaieamaemaaall scsiasincillbaiiiaial 6 
SBR iee Sire IE SOD. kcesantinmetienimananetairenne istic tila aa 14 
PE FTI 15s ites bsklenensani einen id aesaeilimnnnetinasaineaninapmimem entation lite 20 
I Nii a ccinnncsinietnicinth won souniapanaatenaieiadi scala oacenac nena deanna are 4 
I i Te en a ease a 6 
Bk, TA RN BD iii eon votes tn niaeinaintdeencoie sesrencdessetndaidnaiel ee 100 


a Cc irrrcccstnsseevenncs ciel icncinla eatin adlilitaigatareises nniaittheapmeaiaialieenipemseiilininaiaiadcitshialltas 
Tuck Mining Co__..._- 

United Mines, Inc__-_--~- 
Vivian E. Mining Co_---- 
Virginia Mining Co__----~- 
White Rock Mining Co-- 
Ur re I inch ics rein iresihcingienedd eh esehgennnsscaptitaabinaggg lil 
James Mining Co_-- ---~--- 





Votal___- 


The following mining companies have had to curtail their operations because 
of the condition of the metal market and the two columns show present employ- 
ment figures as compared to normal crew. 


Present em- 


Normal crew 
ployment 


Nellie B. division, American Zinc, Lead & Smelting Co re 265 165 
Bob White Mining Co 15 10 
Flossie M. Mining Co | 24 16 
Kay Mining Co 15 8 
longaha Mining Co 25 15 
Wesah Mining Co | 22 7 
John Henderson at eae al 200 | 20 
Mid-Century ao | 200 | 20 
Searcy-Henderson. - 200 20 
Henderson-Beck ‘ re 200 20 
Byrd & Poole Mining Co , aé 14 . 
' 


N orTe.—319 men laid off; 107 more unemployed May 5, 1953. 


Generally speaking a very good index to employment levels in this district 
is found in the premiums collected for workmen’s compensation insurance. 
‘These premiums are computed entirely on payroll on a percentage basis and con- 
sequently have a direct relation to total payrolls covered by insurance. 

One agency, which has by far the largest number of risks, reported to me 
that in the month of March 1952, the reported premium was $24,066.10 for that 
month based on a rate of $10.99 per $100 of payroll and that for the month of 
March 1953, the premium figure was $9,290.01 based on a rate of $11.55 per $100 
of payroll. i believe that these premium figures are entirely accurate and may 
be entirely relied upon. 

The list of mining companies set forth above is not entirely complete but we 
believe that it is as complete as we can obtain at this time. It is, of course, 
subject to constant change as additional companies shut down. You will recall 
that a number of operators whom you interviewed here indicated that they 
could only operate a short while longer unless some price relief was had. 

We received a copy of Representative Hill's letter to George Huff stating that 
his committee would conduct hearings in Phoenix but the letter did not state 
the date of hearings. We would appreciate receiving that date and believe that 
there will be at least one person there authorized to speak for the group you 
interviewed here. 

1 have talked with a large number of mining people here all of whom seem 
to favor the Simpson bill (H. R. 4294) unreservedly and would like to assist in 
any way possible to obtain its passage. 








qr 


1574 TRADE AGREEMENTS EXTENSION ACT OF 1 


I want to tell you again how much these mining people appreciated your 
visit here and that they are sincere in expressing their thanks for your efforts 
n their Sehalf, and also want to thank you for your courtesies to myself. 
With best personal regards, I am 
Very truly yours, 





1952 195. 

4 M Co 2302 West 4th St, Joplin, Mo 10 0 

2. Beck M No. 1 Box 816, Miami, Okla 2 12 
W.M. & W. Minine Co Box 326, Miami, Okla 75 0 

4. Cor k M ( B 849, Miami, Okla 15 0 
Buffalo M ( Box 241, Picher, Okla 0 18 

6. C. & M. Mining ¢ Box 229, Baxter Springs, Kan 35 28 
Se Mining ¢ Baxter Springs, Kans 85 26 
&. Harr Mining Co Box 277, Baxter Springs, Kans 20 10 
), Little Ben Mining Co Baxter Springs, Kans 23 11 
). Mid-Continent Lead & Zine C¢ Box 241, Picher, Okla 32 32 
liger Mining Co Care of First State Bank, Picher, Okla 15 0 

Lat ter Mining ¢ 2217 Olive 8t., St. Louis 3, M 25 10 

l M I'v Mining ¢ Box 241, Picher, Okla 12 4 
14. Sooner Milling Co Box 385, Picher, Okla 44 0 
l B. & B. Mining Cc Box 41, Cardin, Okla 15 0 
Total oe am 418 151 


H. R. 4294—To AMEND RECIPROCAL TRADE AGREEMENT PROVISIONS AND TO PROVIDE 
4 SLIDING SCALE STABILIZATION IMPORT TAX ON LEAD AND ZIN¢ 


The Utah Mining Association has prepared a series of articles and charts 
to partially illustrate the present condition of the lead-zince industry in the 
United States and some of the events contributing to that condition. The Ari 
zona Department of Mineral Resources is in substantial agreement with Utah’s 
presentation of the picture in the United States lead-zine industry. Attached to 
this paper are quotations from Utah's statement, covering the United States 
picture as a whole. Some of the charts and tables have been omitted, but 
may be obtained on application 

The Arizona picture is even more drab than the national picture, in that the 
lead-zine industry here was a relatively young, growing industry, and the present 
condition of the market threatens to stunt its growth, if not completely wipe 
it out 

The following table shows how lead-zine production had been increasing 
ly until 1952, when the blow fell. Also this year’s production rate in 
January and February are shown. The figures were obtained from the United 
States Bureau of Mines records 


stead 


rons lead produced, annual rate Tons zine produced, annual rate 
Period — arian. eT 

[ Percent United Percent 

Arizor » i ms ? 

. States Arizona Arizona States Arizona 
) § 6, 37¢ 491. 100 13 2 678 510, 400 0.5 
i { 2 ( 133, 483 2.9 9, 900 628, 213 1.6 
1912—4¢ & 400 418. 584 4.4 30, 233 684, O11 4.4 
194 . 27, 162 100, 719 6.8 57, 252 631, 138 9.1 
1952 l y 384, 097 4.2 46, 000 661, 023 7.0 
January 1953 10, 200 370, 068 2.8 31, 200 644, 772 4.8 
Februa »53 9, 840 351, 564 2 29, 040 586, 200 4.9 


In 1952 lead and zine prices suffered a drop from 19 cents per pound to 14 
cents for lead, and from 19.5 cents to 12.5 cents for zine. The result was the 
Closing down of 2 large lead and zine producers in the State (Eagle Picher 
and Mammoth St. Anthony), and practically all of the smaller properties. Only 
1 large producer (the Iron King) is now operating. The result is that unless 
the lead and zine market soon takes a sharp turn for the better, Arizona’s 
production of lead might drop to 8,000 tons, and that of zinc to 25,000 tons in 


158 
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The best hope for restoration of the lead and zine industry's health lies in 
favorable consideration by the Congress of a flexible tariff to protect the domestic 
mines from foreign competition. This country should not be allowed to lose any 
of its natural resources of raw materials so essential for its defense. Mines 
that are closed down because of excessive importations of foreign metals run a 
risk of being permanently abandoned due to the enormous expense and possibly 

ears of time required for restoration to full production. 

Recalling the almost fatal effect of submarine destruction of metal shipments 
on the high seas, it is vitally necessary that this country keep its mines in 
operating condition at all times. This means that they must be kept producing, 
for in any possible emergency, time may be of the essence. 

Although Arizona is essentially a copper-producing State, the lead and zine 
industry had been showing a healthy growth, and bade fair to become an 
mportant primary producer in the State’s economy. Last year it was furnishing 
a livelihood for 1,200 miners and their families and with proper encouragement, 
this number might very well be double. There are some very promising deposits 
in the Big Bug, the Harshaw, Pima, Old Hat, Eureka, Cochise, Arivapa, and 
Superior districts, and all could develop sizeable tonnage with a protected market 
to encourage them. (Arizona Department of Mineral Resources, April 1953.) 


Copy oF UTAH MINING ASSOCIATION STATEMENT 


H. R. 4294 rO AMEND RECIPROCAL TRADE AGREEMENT PROVISIONS AND TO PROVIDE A 
SLIDING SCALE STABILIZATION IMPORT TAX ON LEAD AND ZIN( 


On March 30 Congressman Richard M. Simpson (Republican, Pennsylvania) 
introduced H. R. 4294, a bill to extend for an additional year the authority of 
the President to enter into trade agreements. Chairman Daniel A. Reed, chair- 
man of the Ways and Means Committee, to which the bill was assigned, announced 
that public hearings, beginning April 22, would be held on the measure by his 
committee. 

The bill strengthens the role of the Tariff Commission in both the prenegotia- 
tion phase of trade agreements and the granting of escape-clause relief. Find- 
ings of the Tariff Commission on both the peril-point procedure and the escape- 
clause relief would be mandatory under provisions of the new bill. The measure 
also, in view of the additional responsibility placed on the Tariff Commission, 
provides an increase in membership from 5 to 7. 

The “protective clause” in the present law, which reads, “* * * serious injury 
to the domestic industry producing like or directly competitive articles,” is 
amended in the Simpson bill to read, “* * * unemployment of, or injury to, 
American workers, miners, farmers, or producers, producing like or competitive 
articles, or impairment of the national security and such unemployment, injury 
or impairment, or threat thereof.” 

The Simpson bill contains special provisions designed to strengthen our 
domestic petroleum, coal, lead, and zine industries—industries which are closely 
allied with the domestic economy and vital to the national defense program. 

The section of the bill dealing with lead-zine is an amendment to the Tariff 
Act of 1980. It has no time limit and is not subject to State Department negotia- 
tions. Provisions for lead-zine recognize the need to maintain a sound and active 
industry within the United States for both industrial and military purposes; 
that dependence on foreign sources is costly and dangerous; that the industry 
has experienced serious damage through dumping of lead-zine on the American 
market by low-wage foreign producers; that devaluation of currencies and 
monopolistic-marketing practices of foreign governments have joined with 
dumping to accomplish near destruction of the domestic lead-zine mining industry. 

In order to give the immediate relief necessary to save the lead-zinc mining 
ndustry the bill provides for a sliding scale stabilization import tax on these 
metals. Mr. Otto Herres, chairman of the National Emergency Lead-Zine Com- 
mittee, describes the provisions of the tax as follows: 

rhe base price of lead and zine upon which the tax is to be determined is 
1544 cents, but adjusted periodically with the Bureau of Labor Statistics index 
of primary market prices for commodities other than farm and food. In the 
case of metal the proposed tax is 1 cent plus 1 cent per pound for each 1 cent 
the market price is below the base price. For ores and concentrates the tax 
is seven-tenths cent per pound for lead content and six-tenths cent for zine 
content. It is recognized that some imports are needed to supplement domestic 
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production. For this reason, no taxes apply when the domestic market price 
equals or exceeds the adjusted base price of 1514 cents per pound. That means 
there will be no restriction of opportunity for foreign lead and zinc to find a 
market in this country to the extent that domestic mines cannot take care of 
the demand. And, for the consumer, it means protection against shortages and 
high foreign prices in times of emergency as well as relief from the market 
instability difficulties of recent years.” 


FOREIGN METALS NOT AVAILABLE WHEN BADLY NEEDED BUT DUMPED IN OUR MARKET 
WHEN SURPLUSES APPEAR 


Last fall Mr. S. H. Williston, chairman of the strategic minerals committee of 
the American Mining Congress, made a statement pertinent to the current cam 
paign for a sliding scale stabilization import tax on lead and zinc. He said: 
“The experience of the last year and a half has shown conclusively that when 
we want and urgently need metals abroad we do not get them and when we do 
not need them they come into the American market to depress prices and close 
down domestic plants.” A study we completed recently bears out Mr. Williston’s 
contention. Let’s take a look first at the zine picture: 

On January 1, 1951, 6 months after the Korean war broke out, United States 
metal producers were holding the line on zinc prices at 1714 cents per pound. On 
January 25, the price was frozen at this figure by OPS. The foreign price was 
slightly higher. While the domestic ceiling was held at 17% cents until October 
2 and then advanced to 1914 cents, foreign prices soared rapidly, reaching 30 
cents in August and 31144 cents in October. We could not secure enough zinc for 
our requirements. We were able to buy for import only 391,021 tons in 1951. 
Truly, when we want and urgently need metals abroad we do not get them. 

By the spring of 1952, supply had caught up with demand in the zine picture. 
Foreign governments and producers, caught with heavy stockpiles and inventories 
of high-priced zinc, began to unload in exchange for United States dollars. 
Prices in both domestic and foreign markets dropped to 17% cents from the 
domestie ceiling of 19% by June 1, 1952 and continued to decline to the present 
11 cents per pound. Imports of foreign metals exceed 60,000 tons in July 1952 
and totaled 565,162 tons for the year—1% times 1951 imports. When we do not 
need the metals, they come into the American market and depress prices and close 
down domestic plants. 

The lead picture closely paralled zinc, except that there was less spread be- 
tween domestic and foreign prices. The foreign producer was able again to profit 
at our expense by selling large quantities of lead at 22 cents per pound when our 
domestic ceiling was 17 cents. We were unable to secure the metal we needed, 
obtaining only 248,864 tons by imports in 1951. Toward the end of the year, 
supply caught up with demand and in 1952 foreign governments and producers 
began a frenzied unloading, prices plummeted, and imports of lead skyrocketed to 
more than 73,000 tons in May 1952. Total imports in 1952 were 615,481 tons. 

Already copper producers in the United States can see the handwriting on the 
wall. The E. & M. J. Markets weekly publication dated March 26, contains the 
following statement: “Fabricators have ‘tickets’ for 135,000 tons of April metal 
(foreign and domestic), but it is still too early to determine whether this large 
quantity will be absorbed under prevailing pricing arrangements. Sentiment 
in numerous instances has turned bearish on forward metal * * *. The fact 
that Rhodesian and Katanga copper is now being offered in the United States 
market has made a profound impression on the Chilean authorities, and un- 
officially they are far from confident over their ability to obtain 3514 cents per 
pound, Chilean ports.” How familiar this sounds. Just like the comments on 
lead and zine a year ago. 


CONDITIONS FORCING CTOSING OF DOMESTIC MINES AND DANGER OF RESULTING 
DEPENDENCY ON FOREIGN SOURCES 


The general assumption of people not familiar with mining is that metal pro- 
duction can be started or stopped more or less at will: that it is possible during 
unfavorable periods to shut down and save the metal for more profitable periods. 
To visit a mine in operation, see the openings supported by massive timbers, 
the water being pumped, the fan installations to keep proper ventilation, the 
supervisory organization, the manpower, and the specialized equipment needed 
to sustain active operations would correct this erroneous impression. Even brief 
closure means high cost to maintain equipment, replace falling timber, and keep 
the mine pumped out. Long closure makes these activities prohibitive and the 
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mine is abandoned. Then it floods and caves when timber fails. Supervisory 
and mining crews are disbanded, making resumption of mining costly and 
oftentimes prohibitive. 

The last 12 years have seen emergency demands for maximum metal production 
alternating with surplus production, encouraging dumping of foreign metals in 
our market and resulting in many temporary and some permanent mine closures. 
Each such cycle has resulted in higher costs, lower profits, loss of both immediate 
and future potential production and the discouraging of further investment in 
mining. 

The average price of lead and zine in the period from 1946 to the present (pre- 
mium-price plan ended June 30, 1946) has been adequate to sustain domestic 
mining. In other words, the average price has been in line with costs of produc- 
tion in the domestic economy. However, the low periods, caused by dumping, 
have been of such duration that many mines could not sustain the financial losses 
related to operating in the red to shutdown and maintenance (see price chart). 
The present price depression promises to be of long duration, for the simple 
reason that throughout this entire 12-year period foreign mining has rapidly 
expanded under prices favorable to them. Foreign production has been further 
stimulated by the generosity of our Government in advancing our money for 
development, and through having had practically free access to our market when 
surpluses existed. 

Free world productive capacity of zine at 17% cents per pound has been 
estimated at 2.5 million tons, whereas consumption in the same area from 
1948 to 1952 has ranged from 2 million to 2.1 million tons. The excess productive 
capacity of free world zine over consumption, considering cheaper foreign costs, 
ean and will likely continue to flood our market unless import restrictions are 
provided. The foreign producer has a favorable cost margin of about 5 cents 
per pound. This situation could continue to the almost complete destruction of 
our lead-zine mining industry. With domestic competition eliminated we can be 
assured that prices will be elevated to whatever point demand and our de- 
pendency permit. Chile’s recent exaction of 1214 cents per pound premium for 
copper and earlier experiences with tin and rubber but illustrate that the do- 
mestic consumer of metals and other raw materials literally “pays through the 
nose” when dependency permits the foreign producer to take that advantage. 

We maintain that through passage of the lead-zinec import tax legislation, we 
will keep alive our domestic industry and keep metals available at prices lower 
in the long run than would result if our industry were seriously crippled. 


DOMESTIC TFAD-ZINC MINING INDUSTRY MARGINAL TO FOREIGN PRODUCTION 
DOMESTIC AND FOREIGN WAGES COMPARED 


Lead and zine mining in the United States is at a disadvantage in relation to 
costs of production in foreign mines. Comparison of wages paid, productivity of 
workers, and, in many cases, taxes, favor the foreign producer. 

Wages per day in Mexico range from 85 cents in small independent mines to 
$4 in large operations (figures are in terms of United States dollars). Produc- 
tivity per man is equal to or not far below similar United States operations. One 
operator having smelting plants in both countries states that productivity per 
man is practically equal. The Government of Mexico has production and export 
taxes on lead and zine. It recognizes the need of adjusting these taxes to metal 
prices, and has sliding scale duties to accomplish this. The Howe Sound Co. 
reports as follows on its Mexican operations: “The lowering of production and 
export taxes, which are on a sliding scale based on the Mexican currency equiv- 
alent of New York prices of metals, has somewhat reduced the impact of the 
decline in lead and zinc prices.” Both Mexico and Canada recognize the need of 
limiting the tax burden on new mine operations and so provide in their tax leg- 
islation. 

But, to return to wages, Morocco, with large, relatively high grade lead-zine 
ore bodies, pays $1.50 per day. Productivity is close to ours, largely due to the 
fact that American “know-how” and mechanized equipment are imported. Peru 
pays $1.50 to $2 per day for mine labor. Guatemala also pays $1.50; and one 
operator in that country, who also has operations in the United States, reports 
man-per-man equality of production. Germany is reported to be paying average 
wages of $1.35 per day for all industrial workers. We have no data on mine 
wages. Canada pays mine wages of from $12 to $14 per day, but she is favored 
with higher grade ore, greater productivity, and a much more favorable tax 
climate. Average wages for all days’ pay employees in Utah’s metal mines for 
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February, 1953, was $15.92 per day, not including fringe benefits which average 
from $1 to $1.25 per day in terms of cost to employers. 

It has been estimated that foreign lead-zinc can be produced at some 5 cents 
per pound less than domestic mining costs because of the low foreign wage 
scales, For this reason, at 11 cents for zinc and 13% cents for lead the market 
is profitable to the foreign producer, but unprofitable to most American producers. 
If the market remains at that level for any protracted period, most of our 
domestic production will be discontinued As the foreign producer can continue 
to sell profitably at those prices, no rise in price can be expected until many 
domestic producers have been forced out of business. The foreign producer may 
then, and by past history can be expected to raise prices to whatever level our 
increased dependency permits 

The need for stabilization import tax legislation is therefore directly related 
to the basic issue of survival of domestic lead-zinec mining and the prevention 
of dangerous dependency on foreign production. 


UNITED STATES TARIFFS AND INTERNATIONAL TRADE BARRIERS 


Free trade logically assumes bilateral removal of tariff barriers, import and 
export restrictions, Currency manipulations and government or private cartels. 
Even after removal of such devices international free trade, to be successful, must 
be conducted in an environment of freely convertible currency. For the United 
States to unilaterally remove its tariffs or to fail to provide proper protection 
for vital raw material and manufacturing industries under present conditions of 
international trade would be but a short cut to crippling of our domestic economy 
and suicidal invitation to disaster in war emergencies. 

Let’s look briefly at present conditions affecting international trade, to better 
understand the inconsistency of the pleas of “internationalists” for free trade 
and unilateral removal of trade restrictions by the United States. 

The United States Tariff Commission report for the period April 1949—June 
1950 states 

“In most foreign countries embargoes, quotas, licensing, and exchange-control 
regulations have become more important than tariffs as a means of restricting 
imports. At present most foreign countries restrict both the quantities of goods 
to be imported and the sale of foreign exchange.” 

An editorial in the Wall Street Journal, January 27, 1953, states, regarding the 
post-World War II period: “Most governments built shelters around their 
economics—shelters of currency controls, import and export controls, investment 
controls and other devices which masked supply and demand and kept economics 
outdated.” 

\ Mr. ©. R. Strackbein of the National Labor-Management Council on Foreign 
rrade was quoted in the January 13 issue of the Wall Street Journal on this 
matter: 

“Slowly the facts are beginning to emerge that the United States is now dis- 
tinetly a low-tariff country and that our trade restrictions * * * are much less 
onerous than those maintained by most of the countries that so readily protest 
our ‘high trade barriers’ . the overall result (of tariff reductions since 1934) 
is that today our tariffs are down 75 percent from their high point so far as 
ut tual protection effect Loes ? 

France recently reimposed import duties “to protect domestic producers of non- 
ferrous metals” according to the American Metals Market, March 5, 1953, issue. 
This was done because “France is self-sufficient in lead and any further decline 
in prices would force shutdowns in some French mines” (and in French overseas 
territories ) 

The United Kingdom and many other countries license imports and exports; 
South American countries have freely used different exchange rates to favor or 
exclude varieties of imports; Mexico has export taxes on many of its products; 
and devaluation of currency by many countries following World War II seriously 
disrupted world trade 

In spite of all these barriers so restrictively effective in international trade, 
we are urged by those same countries to lay our economy completely open to their 
exploitation. The United Nations goes even further; it implies a threat to the 
United States when, in discussing international trade in a pamphlet titled 
“Measures for International Economic Stability,” its “economic experts” state: 

“That country [United States] might well take a liberal view * * * as a 
means * * * of reducing the need for other countries to take new discriminatory 
measures against its exports.” 
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The domestic mining industry of the United States simply asks for protection 
against dumping of foreign metals in excess of our needs through enactment of 
legislation now presented and designed to stabilize metal prices at a level con- 
sistent with production costs in our domestic economy. It is in the interest of 
our domestic economy and security to do so. 


H. R. 4294 (SrMpson BILL)—TRADE AGREEMENTS EXTENSION AcT OF 1953 


The lead and zine section of the bill recognizes the need to maintain a sound 
and active lead and zine industry within the United States in order to supply the 
industrial, military, and naval needs of the country. Dependence upon foreign 
sources for these metals is costly and dangerous to national security. The do- 
mestic mining industry has experienced serious curtailment through dumping of 
lead and zine from low-wage foreign countries on the American market. The 
miners have suffered from the effects of currency devaluation and the monopo- 
listic and socialistic practices of foreign governments in the purchase and sale 
of metals, 

In order to save the industry from destruction, the bill provides for a sliding 
scale stabilization import tax on lead and zine. The base price of lead and zinc 
upon which the tax is to be determined is 15% cents, but adjusted periodically 
with the Bureau of Labor Statistics index of primary market prices for com- 
modities other than farm and food. In the case of lead and zinc metal the pro- 
posed tax is 1 cent plus 1 cent per pound for each 1 cent the market price is 
below the base price. For ores and concentrates the tax would apply in a sim- 
ilar manner but in an amount of seven-tenths cent per pound for lead content 
and six-tenths cent for zinc content. 

It is recognized that some imports are needed to supplement domestic produc- 
tion. For this reason no taxes apply when the domestic market price equals 
or exceeds the adjusted base price of 15% cents per pound. That means there 
will be no restriction of opportunity for foreign lead and zine to find a market 
in this country to the extent that domestic mines cannot take care of the de 
mand. And for the consumer, it means protection against shortages and high 
foreign prices in times of emergency as well as relief from the market instability 
difficulties of recent years. 

During the emergency period of 1951 and 1952, when lead and zine prices were 
under Government control, the ceiling price of lead reached 19 cents per pound 
and zine 191% cents. Foreign prices were much higher, ranging upwards to 
some 221% cents or more for lead and 31% cents for zine. Duties on imports 
were suspended under a law which provides that the duties should be restored 
whenever the domestic market price dropped below 18 cents for 30 days. Under 
the Simpson bill the import tax is removed whenever the price of zinc and lead 
equals or exceeds 154% cents in the domestic market. 

That the provisions of the Simpson bill are fair and reasonable is evident by 
comparing the base price of 15% cents in the bill with the Government ceiling 
prices of 19 and 19% cents per pound for lead and zine. There has been no 
reduction in the cost of mining lead and zine since the controls were dropped. 
In fact, costs have increased considerably since the time when the Government 
ceiling prices were set at 19 cents for lead and 1914 cents for zine. 

NATIONAL LEAD AND ZINC COMMITTEE, 
OTTo HERRES, Chairman. 


The Cuatirman. At this point, I wish to insert a statement for the 
American Mining Congress, by Mr. William I. Powell. 

(The statement of Mr. William I. Powell, the American Mining 
Congress, Ring Building, Washington, D. C., follows :) 


STATEMENT OF WILLIAM I. POWELL, AMERICAN MINING CONGRESS, WASHINGTON, 
D. C., IN RE H. R. 4294, TRADE AGREEMENTS EXTENSION Act oF 1953 


Mr. Chairman and members of the committee, my name is William TI. Powell. 
I am appearing before you today in behalf of the American Mining Congress, a 
national organization representing the various branches of the metal and non- 
metallic mining industry, including bituminous and anthracite coal, throughout 
the United States. At the outset we would like to submit for your consideration 
the following statement of our general position as to tariffs and foreign-trade 
agreements: 
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“Experience has shown that our people should not be left dependent on foreign 
ore reserves as a source of supply in an emergency, however important it may be 
to import some metals and minerals to supplement domestic production and fill 
our stockpiles with materials in which we are deficient. World political condi- 
tions as well as the hazards of possible air and submarine warfare support this 
conclusion. 

“We recommend, therefore, that Congress exercise its authority over tariffs 
to be administered for the welfare of the American people and provide reasonable 
protection when needed against competition from low foreign wages and de- 
preciated currencies, 

“We endorse the principle of a flexible tariff. 

“We oppose intergovernmental commodity agreements that call for state con- 
troy over industry, or involve international regulation of production, distribution 
and production, distribution and prices.” 

This statement was adopted at a convention of the American Mining Congress 
held last September in Denver, Colo., attended by 6,700 mining leaders from all 
parts of our Nation and was given final approval by our board of directors on 
December 2, 1952 

The bill before your committee contains many worthwhile and important pro- 
visions, the enactment of which are long overdue. The mining industry of the 
United States is deeply concerned in this legislation. It is our view that any 
extension of the Trade Agreements Act must include certain strengthening pro- 
visions in order to minimize injury to domestic producers and labor. Accordingly, 
we wish to submit for your consideration the following : 


I. FSCAPE CLAUSE 


We recommend retention of the escape-clause rules calling for investigation by 
the Tariff Commission of applications for relief—together with remedial meas- 
ures, including the establishment of import quotas—in cases where trade agree- 
ment concessions cause or threaten serious injury to domestic industry. We be- 
lieve it should be made mandatory that the President invoke the escape clause 

on a finding by the Tariff Commission that domestic workers or producers are 
being damaged or threatened with damage through the operation of a trade agree- 
ment. The mining industry knows all to well how totally inadequate the escape 
clause has been in the past. Experience under previous trade agreements has 
proven that no relief was forthcoming under this clause—even when a con- 
clusive showing of direct injury to the domestic industry was present. 

Throughout the existence of the trade agreements program, one of its major 
weaknesses has been the failure by the Government to recognize and take appro- 
priate action where reductions in tariff duties have injured domestic workers 
and producers, and have caused curtailment of production, shutdowns, and un- 
employment. 

A specific case in point is the bitterly disappointing experinece of the zinc 
industry, which sought relief through the escape clause of the Canadian Trade 
Agreement which became effective January 1, 1939. As a result of this agree- 
ment the zinc mining and smelting industry suffered serious injury, with curtail- 
ment and closing of plants and mines, and continued operation of others only 
through voluntary acceptance of wages reductions by the employees. The major 
benefits of the concessions were received not by Canada, the country to which they 
were granted, but by other countries from which imports were greatly increased. 
All the requirements for granting of relief under the escape clause were fulfilled 
and were thoroughly and painstakingly explained, supported by careful studies 
by the United States Bureau of Mines and by the zine expert of the Army-Navy 
Munitions Board, but the State Department took no action to remedy the situa- 
tion, and only the outbreak of World War II prevented serious demoralization 
of the industry. As a matter of fact, any possibility of relief under the escape 
clause was effectively barred when a subsequent trade agreement was concluded 
with Mexico, thus freezing the reduced rates of zinc duty and making further 
reductions. In addition, the Mexican agreement made similar duty cuts on 
lead, which is a coproduct of most zinc mines, thus further aggravating the 
situation. The escape-clause procedure, in spite of the convincing demonstra- 
tion of injury which had been made, proved of no avail. 

A more recent example was the petition of the emergency lead committee, in 
May 1950, for relief from the Mexican Trade Agreement, which cut the 1930 
lead rates in half. A strong showing of injury to the domestic industry was made 
early in 1951 but action on this petition was long delayed and it was finally dis- 
missed by the Tariff Commission after the Mexican Trade Agreement had been 
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eanceled. Shortly thereafter the Torquay Conference again reduced the duty 
to the 50-percent level, ignoring the facts previously presented. 

A requirement that the Tariff Commision act promptly under petitions for re- 
lief under the escape clause and that the President be governed by the Commis- 
sion’s recommendations would not wholly remove the burdens placed on domestic 
industry by foreign trade agreements, but it would help in alleviating such 
burdens. 

II. PERIL POINT 


The Trade Agreement Extension Act of 1951 contains a provision for deter- 
mining the point below which any tariff duty could not be cut without peril to 
the affected industry. Under this provision the President, prior to negotiating 
a trade agreement, is required to ask the Tariff Commission to determine, in the 
ease of each commodity subject to negotiation, the point below which the tariff 
may not be reduced without serious injury or threat of serious injury to the 
domestic industry producing like or directly competitive articles. The Com- 
mission may also set a point to which tariffs should be increased to prevent such 
injury. The present law permits the President to accept or reject the recom- 
mendations of the Tariff Commission and unfortunately the peril-point recom- 
mendations in repeated instances have been ignored. 

We believe that this provision should be reenacted and strengthened to clarify 
and make more specific the nature and type of injury to be considered by the 
Tariff Commission in making its peril-point findings. The standard for estab- 
lishing a peril point should be such as would recognize the unemployment, injury 
to domestic producers or impairment of the national security that might be 
caused by lowering of import duties. 

We further believe that in order to afford reasonable protection from injurious 
imports the President should be required to follow the recommendations of the 
Tariff Commission. 


III. FOREIGN RESIDUAL FUEL OIL 


The bill now under consideration would establish an overall quota of 5 percent 
of domestic consumption on imports of residual fuel oil. Others have testified 
in detail as to how this provision would operate. We should like to outline 
briefly some of the reasons why it should be enacted. 

Last year over 128 million barrels of this waste product were dumped into 
this Nation and displaced 31 million tons of coal, this being equivalent to throw- 
ing over 32,000 miners out of work for a full year. At the current rate of im- 
ports it is estimated that foreign residual oil in 1953 will displace approximately 
39 million tons of coal with a resultant increase in unemployment and further 
depression of this important industry. 

The impact of dumped oil is being felt not only in the coal industry, but also 
by the domestic oil industry and by the Nation’s railroads as well. Unrestricted 
flow of this residual oil has and will continue to literally drown a large segment 
of our essential domestic industry. 

Like other mines, coal mines cannot be opened overnight, nor displaced miners 
recruited at will and set to work extracting the coal. Under normal conditions, 
assuming equipment, steel, etc., are available, from 114 to 2 years are required 
for the opening of a new underground mining operation. Under present condi- 
tions, experience and know-how are being dissipated at the direct expense of our 
national defense. In its place we are placing our Nation’s welfare in the hands 
of a foreign-produced commodity which cannot be supplied in time of critical 
need due to enemy interference with overseas imports. 

Fair competition is always welcome in a free enterprise system—but what is 
fair about this dumped residual oil? Thomas Kennedy, vice president of the 
UMWA, has stated, “If miners worked for nothing we still could not compete” 
with the cheap waste product of foreign refineries. 

Coal looks to Congress. Constructive action by Congress is needed in order 
to answer a serious threat to a vital industry. 


IV. SLIDING SCALE IMPORT TAX ON LEAD AND ZINC 


Today—this very moment—our domestic lead-zine industry is in a critically 
depressed state. To point up the sore straits of this basic industry, we need only 
refer to the market drop in the prices of lead and zine in the past year from 
19 cents to 12 cents for lead and from 19% cents to 11 cents for zinc. And these 
price drops have occurred while the wheels of industry have continued to turn 
out military and civilian goods at record high rates. They have also occurred 
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while costs of mine labor and equipment have remained at their highest levels. 
The cause? Excessive supplies accumulated abroad through manipulative and 
onopolistic practices of foreign governments were dumped at distress prices on 
our lead and zinc market. 


rhe year 1952 saw 637,000 tons of lead imported into the United States—the 
greatest in history. Compare this to prewar annual imports of 75,000 tons. The 
152 imports nore than double d the 1951 total of 265,886 tons Zine lnports in 
reased in the same manner, from 397,679 tons in 1951 to a 1952 total of 568,476 
tons. Records disclose that from 1930 to 1952 foreign imports of these metals, 


when compared to United States mine production, have been steadily increasing 
to the extremely high levels noted 

The domestic producer is constantly competing with lead and zine produced 
in foreign countries by employees who receive wages that would be unthinkable 
in the United States today For example, in Peru, Morocco, and Guatemala, 
wages average $1.50 to $2 per day In Mexico, small independent mines pay 
about 85 cents per day and wages at large operations are about $4 per day. Com- 
pare these wages to those of an American miner, whose daily average wages 
are $16 plus $1 to $2 for various fringe benefits. Canada and Australia are 
the only two countries from which we receive large imports of lead and zinc 
that have wage scales comparable to those in the mining industry of the United 
States. However, it must be noted that in both Canada and Australia a much 
more favorable tax climate is provided for the mining industry. 

Production costs for domestic mines have also been increased—causing a heavy 
burden on domestic industry—as a result of the social gains adopted by our Gov- 
ernment. Low wages and the lack of social gains in many of the foreign coun- 
tries producing lead and zinc, coupled with the attractive tax structure in 
others—in addition to mechanization which is bringing productivity per employee 
close to that of the United States mine employee—have all combined to place 
the American producer in an extremely difficult competitive position. These are 
some of the reascus why our lead-zine industry finds itself struggling for its 
existence 

The result Scores of our mines are closed down, and many others are oper- 
ating at a loss. You gentlemen need not be told that, as in the case of coal 
mines, you cannot turn a lead-zinc mine off and on as you would the switch of a 
factory lathe or a water spigot. When operations cease, mines flood, timbers rot, 
and costly cave-ins occur. It requires years for reopening a mine, and it is often 
impossible to do so. Recently I was told by an engineer, while visiting a western 
mine, that operating a lead-zinc mine was similar to holding a tiger by the tail. 
That is, even though it is difficult to hold on, you must frequently do so or lose 
out entirely. Lead and zine producers of the United States are presently con- 
sidering whether it is better to operate at a loss or close down completely. In 
Visiting a lead-zinec mine in operation, as I have recently done, you would see 
the openings supported by massive timbers, heavy pumping equipment to keep the 
mine dewatered, extensive fan installations to maintain proper ventilation, to- 
gether with all the other specialized equipment needed to sustain operations. 
Much of this type of work must go on even if the mine is not producing; if dis- 
continued, important ore reserves could be lost forever. 

Closing down of our lead-zinc mines causes unemployment running into the 
thousands. Whole communities are stranded when wage earners are deprived of 
a livlihood. There is an inevitable uprooting and dispersal of skilled miners with 
the resultant weakening of our national defense. We can hardly overemphasize 
the damage done to our Nation’s welfare by causing skilled workers to seek 
employment in other pursuits. It requires up to 2 years to train an underground 
miner. Experience garnered in World War II should be sufficient to prove that 
drafting a worker and calling him a miner will not make him one. 

The damage to lead-zinc miners and mine owners is only part of the story. 
Our Nation cannot do without these metals in times of emergency. Do we wish 
to place our national defense and welfare entirely in the hands of unpredictable 
foreign sources which may or may not come through when needed? We must 
also remember that during periods of emergency, price controls are ineffective 
on foreign imports even if such imports are available. 

I am sure your committee and the Congress recognize the need for main- 
taining a strong, active, and healthy domestic mining industry engaged in the 
production of lead, zine, and other vital metals and minerals within our own 
borders. We all know that the real and fundamental backbone of our national 
defense has always been and will continue to be a healthy going mining industry, 
possessed of the facilities, manpower, and know-how that can respond promptly 
to a demand for these essential minerals. 


Risers» 
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What can be done? Many plans have yeen proposed for easing the situation 
xisting in the lead-zine industry We believe, however that the most 
feasible method would be to adopt the principle of a sliding scale stabilization 
import tax. This approach could be made simple to administer, nondiscrimina- 
ory, and automatic in its application. It should be emphasized that there would 
be no such import tax when metal prices are at a reasonable figure to permit 
continued operation of domestic mines This plan would afford ample pro- 
tection for consumers and also ample opportunity for needed imports. Ac 
ordingly we urgently request that your committee and Congress give full con- 
sideration to this means of stabilizing an essential segment of our national econ- 
omy which is critical to national defense. 

NoteE.—The statement was recently made to this committee by the Secretary 
of Commerce that procedures under the present Trade Agreement Act are ade- 
quate to afford needed relief for the lead-zine industry and coal industry from 
the present conditions of excessive imports. This statement unfortunately does 
not take into consideration the full facts. Even assuming a mandatory applica- 
tion of the escape clause, the maximum possible protection that could be given 
these industries would be totally inadequate in the light of present-day costs of 
production, to guard against the excessive imports and dumping from which 
our domestic producers and workers are suffering. 












V. STRATEGIC AND CBITICAL MINERALS 


A further serious problem is that of reduction of duties on strategie and 
critical minerals in general. ; 

The American Mining Congress has long advocated the exclusion of strategic 
and critical minerals from further duty reductions. We further recommend 
that a policy be established under which the statute rates of duty upon such 
materials be restored at the earliest possible date. 

Of the strategic and critical metals and minerals there are certain ones which 
are not available in this country in any significant quantities; and generally such 
materials are on the free list under the existing tariff act and hence would not 
be affected by our recommendation. 

On the other hand, many important critical and strategic metals and minerals, 
including the major nonferrous metals, together with fluorspar, tungsten, anti- 
mony, mercury, molybdenum, cadmium, barite, ete., are normally produced in 
substantial quantities within the United States. If these minerals are given 
reasonable tariff protection, our own mines can supply a major portion of our 
requirements. It is for these materials that we ask legislative safeguards against 
any further reduction in import duties. 

Rates of duty established in the Tariff Act of 1922—as modified only slightly 
by the 1930 act—represented the very minimum protection required by our 
domestic producers of strategic and critical minerals. The small tariff that 
remains today can serve only as a reminder that effective protection in relation 
to present-day costs of production is all but eliminated. Thus, in the case of lead, 
the tariff in 1989 was equivalent to 42 percent of the market price and by mid- 
1952 it had been reduced to 7 percent of an inadequate market price. Many other 
striking examples can be given to demonstrate that further duty reductions 
should be stopped, and that reestablishment of higher rates is necessary to 
offset, in some measure, the sharp rise in costs of materials, wages, and taxes 
that has taken place in the United States. 

Mssential to a sound and vigorous mining industry are governmental policies 
which will permit of reasonable confidence in the future. The very existence 
of the mining industry depends upon long-range planning and the risking of 
large sums of capital in exploring for and developing of new ore reserves and 
new mines which will not be worked until a future date. Often several years 
are required from the inception of a mining enterprise until it gets into full 
production. Even in existing mines, continued investment of risk capital is 
needed to extend known reserves, develop additional ore, modernize equipment 
and expand the mining labor force. Historically, the mining industry is par 
ticularly susceptible to a condition where the addition of avoidable risks to those 
that must necessarily be encountered could well dry up the new development that 
must constantly be going on. 

For the producers of critical and strategic metals and minerals a major avoid- 
able risk is the constant threat of further reductions in the already inadequate 
tariff rates. We ask Congress to eliminate this risk by not only excluding these 

aterials from further duty cuts under any trade agreement act, but by providing 
for the restoration of the statutory rates of duty upon such materials at the 
earliest possible date. 
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Our domestic wining industry must have adequate tariff protection in order 
to compete with the output of foreign mines with cheap labor costs, as well as 
protection from minerals and metals the production of which is stimulated arti- 
ticially by foreign currency manipulation, dumping, or the operation of foreign 
cartels. Constructive congressional action at this time, as herein recommended 
will play no small part in the continuation and development of our domestic 
mining industry along sound lines, 

The mining industry looks to Congress for legislation that will permit foreign 
imports of metals and minerals te supplement, but not supplant, our domestic 
mining industry. 


The CuHamman. The next witness is Mr. N. W. Rice, chairman of 
the board, United States Smelting, Refining & Mining Co. 

Mr. LeFevre. Mr. Rice is unable to be here today, and 1 would 
like to present liis statement to you and to the committee. 

The Cuarrman. If you will give your name, and the capacity in 
which you appear, for the record, you may proceed. 


STATEMENT OF N. W. RICE, CHAIRMAN OF THE BOARD, UNITED 
STATES SMELTING, REFINING & MINING CO. (PRESENTED BY 
G. HOWARD LeFEVRE, VICE PRESIDENT AND MANAGER OF 
METAL SALES, UNITED STATES SMELTING, REFINING & MINING 
CO.) 


Mr. LeFevre. My name is G. Howard LeFevre. I am vice presi- 
dent and manager of metal sales for the United States Smelting, Re- 
fining & Mining Co., and I am appearing for Mr. N. W. Rice, chair- 
man of the board of that company. 

The CHarrMANn. You may proceed. 

Mr. LeFevre. This is Mr. Rice’s statement to the Committee on 
Ways and Means: 


Gentlemen: I have been an officer of the United States Smelting, Refining & 
Mining Co. for the past 37 years and have been active in the management of 
the company’s operations, including its important lead-zinc mines in Utah and 
New Mexico. Throughout this time I have been in close touch with the markets 
for these metals as well as with their production. 

For the past 2 years demand for lead and zinc in this country has been and 
continues to be strong; yet in a period of 10 months the price of lead dropped 
from 19 cents to 12 cents per pound and the price of zinc from 19% cents to 11 
cents per pound. The cause of this seeming paradox is simple—in 1951 lead 
imports were 248,000 tons, while in 1952 a record total of 615,000 tons were 
forced upon our market; a similar flood of foreign zine raised imports from 
391,000 tons in 1951 to 565,000 tons in 1952. It is not surprising that the market 
broke under this excessive load. Zinc still sells at 11 cents as this is written, and 
lead has risen only 4% cent in price in spite of the high level of business activity. 
At these price levels the very existence of the lead-zinc mining industry in the 
United States is threatened. 

We have studied the possible remedies for this grave situation, and I am con- 
vinced that if a healthy domestic production is to be assured, the sliding-scale 
tax is the soundest way to accomplish this objective and is, at the same time, 
fairest to the domestic consumer and to the foreign producer. Its theory is 
to relieve imported metal of the tax when the domestic price is at or above the 
level at which reasonably eflicient domestic mines can exist under the present 
high wage scales. When the domestic price falls below this base price, a tax is 
applied which increuses as the spread increases. 

The question upon which the propriety of such a tax hinges, in simple terms. 
is this: Is it important to this country to be able to produce a substantial portion 
of its lead-zinc requirements in its own mines? Even under the stimulus of the 
high prices of 1951 and early 1952, our mines produced less than two-thirds of 
the zine we consumed ; of our lead requirements, domestic mines produced about 
one-third, and we supplied roughly another third by reclaiming scrap. In each 
case about one-third of our needs had to be imported. At present prices many of 
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our mines are shut down and very many more are operating at a loss in the 
hope of a better market. As a result our dependence upon production outside 
of our own control is increasing rapidly. Unless we are to become almost entirely 
dependent upon foreign production we must have a price at which domestic mines 
can operate and we must have it soon; lead and zine production in the United 
States is from underground mines which cannot be turned off and on like a fau 
cet, and if once allowed to flood and cave, it is problematical if they can ever 
be reopened. Demand at present is good and improvement can only come by 
protecting the market from excessive supplies dumped by foreign producers. 

Should we, if our national safety is again in jeopardy, be almost totally de- 
pendent on foreign supplies of metals so vital to national defense? If other pro- 
ducing nations are arming, will they not again limit the amounts they will sell 
to us? The national stockpile can only close the gap between our needs and the 
supplies available to us for a relatively short time. 

We believe that the sliding-scale tax is fully justified, not as a means of 
shutting out foreign metal but as a protection against the dumping in our 
market of metal produced abroad by labor paid less than, and in many cases but 
a fraction of, our wage rates and from mines whose ores on the average are far 
richer than our own. From the point of view of those who fabricate these metals, 
two things are vital: First, an adequate supply (whether domestic or foreign 
is not a matter of concern to them); and, second, a reasonably stable price 
so that forward buying and pricing of their products can be intelligently sched- 
uled. The actual price level is less important so long as it is not excessive. From 
the point of view of the foreign producer, he is unaffected so long as he does 
not use our market as a dumping ground. 

We believe that the base price of 15% cents per pound set in the proposed 
legislation will tend to stabilize the price in the domestic market at around 
that figure, and we believe that such a price should be acceptable to the fabri- 
cators and other consumers. When, as a result of the tax, the domestic price 
has stabilized, it will tend to fluctuate about the level needed to maintain a 
healthy domestic mining industry. If it goes above that level the tax will dis- 
appear, imports will be encouraged, and will tend to bring prices back to the 
desired level. 

This is not a subsidy, paid at the expense of the taxpayers. This is not high 
tariff; it will not keep out whatever foreign metal we need to augment do- 
inestic production. This (except for the present almost nominal duty) is free 
trade. The tax is only imposed when this vitally important defense industry is 
threatened with extinction. 


The CHarrMan. We thank you very much. That concludes your 
statement ¢ 

Mr. LeFevre. Yes, sir. 

The CuarrMan, It is a very nice presentation. 

The next witness is Mr. Berkley Jones, secretary of the Minerva Oil 
Co., St. Louis, Mo. 

If you will just state your name for the record. 


STATEMENT OF BERKLEY JONES, SECRETARY AND DIRECTOR, 
MINERVA OIL CO., ST. LOUIS, MO. 


Mr. Jones. My name is Berkley Jones. I am the secretary and a 
director of the Minerva Oil Co., and am also appearing for the Victory 
Fluorspar Mining Co., the Goose Creek Fluorspar Mining C o., Austin 
& Partain Mining Contractors, Mackey-Humm Fluorspar Mining Co., 
Rose Creek F luorsp: uw Mining Co., and the K. M. D. Mining Co. All 
of these companies are in the business of mining and milling ores 
containing fluorspar in Hardin County, Ill. Fifty-nine percent of 
the fluorspar produced in the United States comes from Hardin 
County, and the fluorspar industry is the only source of employment 
and income to the people of this county with the exception of small 
hillside farms. I would like to explain what fluorspar is and how it 
is used. 














L5S6 TRADE AGREEMENTS EXTENSION ACT OF 1953 


DESCRIPTION 


Fluorspar is the nonmetallic crystalline mineral fluorite and is the 
principal commercial source of the chemical compound calcium fluor- 
ide. Although the term usually applies to market grades of fluorspar 
that are araiane after be neficiat lon processes, it is also used in the 


trade to des sIgNnié » the ore from which the mineral is obt: uined. Com- 
mercial Reinier is graded principally according to its content of 
calcium fluoride; the acid grade ordinarily contains at least 98 percent, 


the ceramic grade from 95 percent to 98 percent, and the metallurgical 
orade te than 95 percent—usually considerably less. 


USES 


The steel industry, using tl 1e met allurgic al gre ade, is the 1: irgest user 
of fluorspar and ordinarily consumes more than one-half of the fluor- 
spar consumed in this country. The fluorspar is added to the steel 
as it is being made to act as a flux. 

The chemical and aluminum industries using the acid grade are the 
second largest users of fluorspar. The aluminum companies use the 
fluorspar in making artificial cryolite and aluminum fluoride, both of 
which are nece ssary in the m: inufacture of aluminum. The chemical 
companies use the fluorspar to make hydrofluoric acid which is used 
in the production of aviation gasoline, in the production of nontoxic 
refrigerating medium Freon, and in the manufacture of carbon fluo- 
ride, which is used to separate uranium 235 from uranium metals. 

Ceramic fluorspar is used in the manufacture of opal, opaque, and 
colored glass and in vitreous enamels for coating metalware and metal 
and ceramic tiles. 


DOMESTIC PRODUCTION 


Fluor par 1s produced in the United States by over 100 active mines, 
but about 8 mines account for about 42 percent of domestic production. 
These larger producers operate mechanical flotation mills at or near 
their mines to prepare the fluorspar for market. The principal fluor- 
spar deposits in the United States are along the Ohio River in southern 
Illinois and western Kentucky and this area accounts for about 79 
percent (Illinois 59 percent, Kentucky 20 percent) of domestic pro- 
duction. Next in importance in order of rank are New Mexico, Colo- 
rado, Utah, Nevada, and Montana, but fluorspar is also produced in 
small quantities in a number of other States. The total value of the 
fluorspar sold by domestic producers in 1952 was about $14 million. 


IMPORTS AND CONSUMPTION 


The increase in imports of fluorspar is tremendous and far outstrips 
the rise in consumption. Although consumption now shows indica- 
tions of leveling off, the quantity of fluorspar coming into this country 
in 1952 was 100 percent larger than the imports of 1951, the previous 
high year. Over half of this great avalanche of imports is coming 
from Me ‘xico, Where the production facilities are still being inc reased 
and, as the United States is the only market for Mexican fluorspar, even 
larger amounts will come in in future years. This flood of imports 
from Mexico is made possible by an inequality in the tariff law whe reby 
the highest grade, and therefore highest value, fluorspar comes in 
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under a duty which is 7! 5 pe recent less than the duty on the lower quality 
fluorspar. Other countries exporting to the United States in order 
of quantity are Germany, Spain, Italy, and Newtoandinndl. 
Availab le fluorspar, made up of shipme nts from domestic mines plus 
mports, far exceeds consumption as shown by an increase in stocks 


of 96,000 tons in 1952. At present, M dustry stocks plus the Govern- 
nt stockpile exceeds an entire year’ S ¢ Souci 
H re are some fivures showing the comparative e increase of imports 
ty domestic shipments and to col sumption. There is attached to this 


tatement a chart which graphically shows shipments from domestic 
mines, imports, and industry stocks 

Imports to shipments from domestic mines, in the period 1939, were 
15 percent; in the period 1945 to 1949, they were 28 percent; and 1} 
the year 1952, they were 108 percent. 

Consumption in the period 1945-49 was up 122 percent over the 
period of 1935-39, but in 1952 it was only up 46 percent compared to 
the earlier period. 

But imports in the same comparable periods increased 264 percent 
and 330 percent. 

TARIFF STATUS 


Present United States tariff rates and import statistics on fluorspar 
cut across the lines of the commercial grades as set forth under 
“Description.” For tariff purposes there are only two classifications: 
Fluorspar containing more than 97 percent calcium fluoride (which 
includes all of the acid grade and some of the ceramic grade), and 
that containing not more than 97 percent of calcium fluoride. 

I quote at length from the United States Tariff Commission’s in- 
dustrial materials series report No. M—5—Fluorspar : 


The Tariff Act of 1922 provided for a duty of $5.60 per long ton on all grades 
of fluorspar. At the time this legislation was under consideration domestic 
production consisted almost entirely of metallurgical fluorspar which is used 
in steel making. In 1928, after an investigation by the United States Tariff 
Commission under section 315 of the Tariff Act of 1922 (the so-called flexible 
tariff provision), the duty on metallurgical fluorspar was increased by Presi- 
dential proclamation to $8.40 per long ton, the duty on the other grades remain- 
ing at $5.60 per long ton. The Tariff Commission’s finding and the Presidential 
proclamation defined metallurgical fluorspar, subject to the increased duty, as 
material containing not more than 93 percent of calcium fluoride. Subsequently, 
however, foreign producers sent to the United States large quantities of fluorspar 
for metallurgical use with a calcium fluoride content that was slightly over 93 
percent, and these imports were permitted entry at the lower rate of duty. 

In the Tariff Act of 1930 the Congress applied the rate of $8.40 per long ton 
to all fluorspar containing not more than 97 percent of calcium fluoride, the duty 
remaining at $5.60 per long ton on material with higher calcium fluoride content. 
Althought the unit value of fluorspar containing more than 97 percent of calcium 
fluoride was considerably greater than the unit values for all other grades, the 
lower duty was made applicable to the higher valued material on the basis that 
imports of the lower grade of fluorspar were at that time in more direct competi- 
tion with the fluorspar of this same grade produced by the domestic industry. 
Since then, however, improved methods of beneficiation have made possible a very 
large domestic production of fluorspar containing more than 97 percent of calcium 
fluoride. 

The statutory duties on fluorspar have been reduced as a result of trade-agree- 
ment action. Effective January 1, 1989, the rate of duty on fluorspar containing 
more than 97 percent of calcium fluoride was reduced to $4.20 per long ton under 
the trade agreement with the United Kingdom, and the reduced rate was bound 
in the trade agreement with Mexico, effective January 30, 1943. Owing to term- 
ination of the trade agreement with Mexico, effective December 31, 1950, the rate 
in effect from January 1, 1951, to June 5, 1951, inclusive, was $5.60 per long ton. 
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On June 6, 1951, the rate on the same quality of fluorspar was reduced to $2.10 per 
long ton, the present rate, pursuant to the General Agreement on Tariffs and 
Trade (Torquay). 

In 1943, pursuant to the trade agreement with Mexico, the rate on fluorspar 
containing not more than 97 percent of calcium fluoride was reduced to $6.30 per 
long ton. On January 1, 1951, this rate was increased to the statutory rate of 
$8.40 per long ton, following termination of the trade agreement with Mexico; 
this rate continues to be the effective rate on fluorspar containing not more than 
97 percent of calcium fluoride. 

As shown above, the present rates now in effect are: Containing over 
97 percent CaF, $2.10 per long ton; containing less than 97 percent 
CaF,, $8.40 per long ton. 


SUMMARY 


Certain facts stand out: 

1. Consumption, which in the past has shown a substantial increase, 
is now leveling off. 

2. Imports are increasing at an ever-faster rate and when combined 
with shipments from domestic mines, far exceed consumption. 

A tremendous amount of fluorspar after being imported from 
Mexico under the $2.10 per long ton rate, is being blended and down- 
graded and in this way avoiding the rate of $8.40 per long ton. 

4. Of the thousands of items subject to the tariff laws, fluorspar is 
probably the only one where the highest value is subject to the lowest 
rate. 

CONCLUSION 


If the domestic fluorspar producers, largely centered in Hardin 
County, Ill., and the counties just across the river in Kentucky and in 
a few of the Western States, are going to continue to operate, provide 
work for their employees, maintain and expand their reserves, and 
contribute to the industrial activity in the communities in which they 
are located, this inequality in the tariff law must be eliminated by mak- 
ing all fluorspar, reg: irdless of grade, subject to the duty of $8.40 per 
long ton. No increase in tariffs is requested, but only the elimination 
of this inequality. 

The incorporation in the Simpson bill, H. R. 4294, of the follow- 
ing provision should correct this inequality : 


ProposEp AMENDMENT TO H. R. 


H. R. 4294, Trade Agreements Extension Act of 1953, shall be 
amended by adding thereto an additional section to be designated sec- 
tion 15, and to read as follows: 

“Sec. 15 (a) par. 207 of schedule 2, of section 1 of the Tariff Act of 
1930 (19 U.S. C., see. 1001), as amended, is hereby amended by strik- 
ing out ‘fluorspar, containing more than 97 per centum of calcium 
fluoride, $5.60 per ton; containing not more than 97 per centum of 
calcium fluoride, $8.40 per ton;’ and inserting in lieu thereof ‘fluor- 
spar, $8.40 per ton, which duty shall not be subject to modification 
or suspension by the operation of any foreign-trade agreement or 
otherwise.’ ” 


(Graph submitted by Mr. Jones follows :) 
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The Cuarmman. Thank you very much for your fine contribution. 

Any questions? I hear none. 

The next witness is Mr. C. O. Anderson, vice president of the Ozark- 
Mahoning Co., Tulsa, Okla. 

If you will just state your name and the capacity in which you ap- 
pear, we will be very glad to hear you, sir. 


STATEMENT OF C. 0. ANDERSON, VICE PRESIDENT, OZARK- 
MAHONING CO., TULSA, OKLA. 


Mr. Anperson. My name is C. O. Anderson. I live at Tulsa, Okla. 
I am vice president of Ozark-Mahoning Co., a corporation, and speak 
in its behalf and in behalf of other fluorspar producers. 

Ozark-Mahoning produces fluorspar in Illinois, Colorado, and New 
Mexico. Its average production of fluorspar is about 60,000 tons 
annually. In addition to our domestic production, we import about 
13,000 tons per annum. 

Tonwise and dollarwise, both Ozark-Mahoning’s production, and 
the fluorspar industry, as such, is much smaller than many of the in- 
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es that have appeared before you. However, the fluorspar in- 
au cry isa key to such other n lustries as to make it extremely im- 
{ Commercial fluo pal graded according to (1) its purity, 
acid, b ceramic, and (¢) Nn etallurgical fly orspar ; and (2) 


particle 1), lump, (b) gravel, (c) ground, and (d) 


iple, without fluorspar, aluminum could not be produced. 
I omic energy program would be severely handicapped and the 
production of open-hearth steel would be greatly impeded. Such 
freon and genetron, so useful not only in air conditioning 
d refrigeration but also as propellants in many types of bombs such 

i nsecticidal and germ id il, could not be produced. 
Hay ng these coi aerations 1n mind, let us t unk of the national 


welfare and the relation of fi lorspar to national interest. It would 
go without saying that so important a mineral would, particularly 
in the event of a national emergency, be in tremendous demand. Since 
that national emergency in these times might be an overnight matter, 
and not a prolonged one, it seems to me we should look to an alert, 
active, continuing fluorspar industry, much as we think of a strong 
air force for warfare. 

It would be indeed a shortsighted policy to let this industry languish 
during peacetime, with the possibility of active warfare constantly in 
our face. No domestic industry, particularly one engaged in a con- 
tinuing, persistent, and expensive search for new material deposits, 


and in the relatively difficult mining and processing of them, should 


be forced to rest on its oars during such times as these and then be 
expected, overnight, to be a vigorous. adequate performer in the 
event of a national emergency. This industry should be kept healthy 
at all times. 

The staggering increase in imports during the past 4 years is 
illustrated by the following statistics published by the United States 
Bureau of Mines: 

For the year 1952, the consumption of all grades of fluorspar was 
521,500 tons. The shipments from domestic mines was 333,769 tons, 
which was about 64 percent of the consumption. The imports, how- 
ever, were 359,402 tons, and the imports were 68.9 percent of the total 
consumption. 

In the 3 immediately preceding years, the shipments from the do- 
mestic mines averaged about 70 percent of the consumption, and the 
imports ranged from 27.7 percent to 58.6 percent. 

This country has always been something of an importer of fluorspar. 
In the period 1945 to 1949, imports averaged 28 percent of domestic 
production. In 1952, imports soared to 108 percent of domestic pro- 
duction. Mexico provided 52 percent of the imports, while the balance, 
n the order of quantity, came from Germany, Spain, Italy, and 
Newfoundland. I attach to my statement a tabulation of imports 
for 1952 for both grades of fluorspar. 

A pertinent fact with reference to this tabulation is that the domestic 
industry has the ability and the capacity to furnish substantially 70 
percent of the United States consumption requirements. As a matter 
of fact, that capacity has been augmented substantially by new projects 
ry into product ion dur ing the past 12 months. 

Attached to this statement are 2 pages showing a detailed breakdown 
for 1952 of imports of both grades, month by month, showing country 
of origin and ports of entry. 

(The tabulation referred to follows :) 


comin 
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Mr. Anperson. With this flood of imports, please ask yourselves 
how long we can maintain a healthy industry, ready to come to the aid 
of the United States in case of an all-out war / 

You probably do not know instantly how the present law affects us. 
Here it is in a nutshell: Fluorspar having a content of more than 97 
percent of calcium fluoride, bears a tariff of $2.10 per long ton; and 
that containing less than 97 percent, a tariff of $8.40 per long ton. On 
a short ton basis it amounts to $1.871/ 6 and $7.50 for the respective 
grades. You will observe that the material richest in the important 
element of calcium fluoride bears the lowest tariff and that containing 
the lesser amount of calcium fluoride bears the higher tariff—an un- 
usual situation in tariff regulations, it seems to us. 

I wish you would note with particularity that during 1952 the 
shipments from domestic mines, combined with imports, totaled 693,171 
tons, as compared to a national consumption of 521,500 tons. Hereto- 
fore, the surplus has gone into Government stockpiles and into con- 
sumers’ inventories. Now that the Government has stopped negotiat- 
ing contracts for its stockpiles, much of this surplus of practically 
170,000 tons is pressing to find a place in the market with the domestic 
consumers, and thus displace domestically produced material. When 
imports rise to about 70 percent of the domestic consumption, then 
the domestic producer rapidly succumbs to the foreign producer who, 
when he has stifled the domestic producer and acquires control, sel- 
dom—judged by history—has displayed any particular consideration 
in the exaction of his toll from the domestic consumer. 

Consequently, we urge that imports be restricted sufficiently to 
permit domestic industry to maintain itself in an active and aggres- 
sively developing condition, virile enough to have a soundly anchored 
base for meeting any national emergency. 

There are about 100 active fluorspar mines in the United States. 
About 8 mines account for nearly half of the domestic production. 
The principal fluorspar desposits in this country are in southern IIli- 
nois and western Kentucky. This area accounts for 79 percent of 
domestic production. Fluorspar is produced in many other States; 
chief among them, in the order of rank, are New Mexico, Colorado, 
Utah, Nevada, and Montana. 

We offer an amendment to H. R. 4294—the Simpson bill—contain- 
ing substantially the language atti ached to this statement, and urge 
upon you to give serious ¢ onsider ation to it. 

(The pr oposed amendment referred to follows :) 


ExHrpir A.—IMPORT QUOTAS FOR FLUORSPAR CONTAINING ABOVE 97 PERCENT OF 
CALCIUM FLUORIDE AND FOR FLUORSPAR CONTAINING Not More THAN 97 PERCENT 
OF CALCIUM FLUORIDE 


(a) Imposition of quotas.—(1) The total quantity of fluorspar containing above 
97 percent of calcium fluoride which may be imported into the United States 
(exclusive of tonnages purchased by the Government for its stockpiles) from 
all countries in any calendar quarter of any year shall not exceed 30 per 
centum of the domestic consumption of such material in the United States (as 
reported by the United States Bureau of Mines) for the corresponding quarter 
of the previous year. 

(2) The total quantity of fluorspar containing not more than 97 percent of 
calcium fluoride which may be imported into the United States from all coun- 
tries in any calendar quarter of any year shall not exceed 30 percent of the 
domestic consumption of such material in the United States (as reported by 
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the United States Bureau of Mines) for the corresponding quarter of the 
previous year. 

(b) Suspension of quotas.—Quotas established by subsection (a) may not 
be modified or suspended by the operation of any foreign trade agreement or 
otherwise, except that: 

(1) if the President finds that the total domestic supplies of fluorspar con- 
taining more than 97 percent of calcium fluoride, supplemented by the amount of 
imports permissible under the 30 percent quota, are inadequate to meet the total 
United States domestic demand for fluorspar containing more than 97 percent 
of calcium fluoride, he may modify or suspend such quota for such time and to 
such extent as he finds necessary to meet such demand; and 

(2) if the President finds that the total domestic supplies of fluorspar con- 


taining not more than 97 percent calcium fluoride, supplemented by the amount 
of imports of fluorspar containing not more than 97 percent calcium fluoride per- 
missible under the quotas established by subsection (a), are inadequate to meet 
the total United States domestic and export demand for fluorspar containing not 
more than 97 percent calcium fluoride, he may modify or suspend the 30 percent 
quota, for such time and to such extent as he finds necessary to meet such demand. 

Mr. Anverson. The reasons for the proposed amendment are con- 
tained in the facts that the fluorspar industry recognizes the desir- 
ability and necessity for some imports, but at the same time insists 
that the domestic industry is capable of taking care of at least 70 per- 
cent of the requirements, and must be permitted to produce sub- 
stantially that amount to be in a healthy condition. Consequently, 
the amount of imports should be restricted accordingly. 

sriefly stated, the amendment proposes that, exc lusive of tonnages 
purch: ased by the Government for its stockpiles, a quota be imposed 
on imports of not more than 30 percent of the domestic consumption 
of fluospar in the United States, as reported by the Bureau of Mines, 
for the corresponding quarter of the previous year. That applies to 
both grades, which now bear a tariff of $2.10 and $8.40 per long ton. 

The amendment also provides that the President may modify or 
suspend such quota if he finds that the total domestic supplies, supple- 
mented by the imports permissible under the 30 percent quota, are 
inadequate to meet the total United States domestic demand for 
fluorspar. Of course, the amendment is couched in technical lan- 
guage which I do not care to burden the committee with, but attached 
to this statement is the technical language that I believe will accom- 
plish the purpose we seek. 

Of course, we are in this business for a profit. We cannot stay in 
business unless we make a profit. We cannot support this business 
if importers who produce at a less wage rate than we pay, take that 
profit from us. 

But there is such a thing as an American businessman having in 
mind the general welfare, and we believe that the general welfare will 
be enhanced by the legalizing of the quota I have suggested in this 
statement and in the amendment attached hereto. 

I thank you. 

The Cuatrman. If that concludes your statement, we thank you 
very much for your appearance and the contribution you have made 
to the committee. 

The next witness is Mr. Carson Adkerson, of Virginia. 

If you will just state your name and the capacity in which you ap- 
pear, we will be very glad to hear you. 




















| 
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STATEMENT OF J. CARSON ADKERSON, WOODSTOCK, VA.; PRESI- 
DENT, AMERICAN MANGANESE PRODUCERS ASSOCIATION 


Mr. Apxerson. My name is J. Carso Adkerson, Woodstock, Va. 
I am president of the American Manganeses Producers Association, 
which is a national association composed of manganese producers in 
the United States. 

I appear in behalf of the American Manganese Producers Associa- 
tion, and myself, as an individual operator in manganese. 

I want to thank this committee for giving me the opportunity to 
appear before it at this late hour, and I want to express, too, the 
pleasure I have had in appearing before this committee in times past, 
particularly when the reciprocal trade agreements program sid ex- 
tensions in the past have been under consideration. 

I appear now to ask the committee to give particular consideration 
to the situation which exists in the manganese industry. 

Manganese is essential in the manufacture of steel. Without man- 
ganese, the steel mills would close. There is no substitute for man- 
ganese in the manufacture of steel. 

Today we consume about 2 million — of manganese ore a year. 
We produce only about 150,000 tons a year, or less than 10 percent of 
our consumption. 

After the 1930 Tariff Act was passed, about 100 manganese mines 
in the United States started development. The development proceeded 
until some of the larger mines were ready to begin increased and 
large-scale production. 

At that time the Soviets offered to undersell any domestic producer 
of manganese, regardless of the price that the domestic producer would 
quote. They deliberately dumped manganese in the United States and 
closed most of the mines. Of the 100 mines under development in 
1930, at the beginning of World War II there were less than 1 dozen 
mines in operation. 

When the Soviets started to dump, I appeared before this commit- 
tee and asked that an embargo be placed against Russian manganese. 
I asked the administrative agencies of the Government that the Anti- 
Dumping Act be invoked. 

Consideration was given, bills were introduced, but nothing was 
done. 

The depression came on, and the steel mills stocked up with low-cost 
manganese. I called to the attention of the committee and the Nation 
at that time that the purpose of the dumping of that Soviet manganese 
was not trade, but from the strategic importance of keeping the mines 
in the United States from being developed, for the reason that the 
Soviets well knew that we could not manufacture steel without man- 
ganese, and that the largest shipper of manganese into the United 
States at that time was Soviet Russia, and in case we depended on 
them and failed further to develop our mines, the time would come 
when Soviet Russia would deny us any tonnage at all of manganese ore. 

I carried that message even to the Nation, throughout the country, 
warning what would happen. Few paid any attention to it. Today 
that has come to pass. Soviet Russia has stopped shipping manganese 
ore to the United States. 
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The United States is now struggling to get manganese from other 
countries, and also we are endeavoring to increase production in the 
United States. 

I warned that it would take years to develop enough manganese 
production to take care of the needs of the United States in an 
em ergen \. 

Phen came the stockpile bill. We are now endeavoring to stockpile 
manganese. 

Even then, I warned that there wasn’t sufficient production outside 
of Russia to give us the supplies we need in time. Iiven though Russia 
was dumping and the mines were closed, a lot of us kept our mines 
open and maintained ready for production, because we realized the 
importance of manganese in our national setup. 

But the blow that fell was when the tariff on manganese was cut in 
half under the reciprocal trade agreements program in the first agree- 
ment that was negotiated with Brazil. Manganese was cut in half. 

Take my own property, for instance, with a million dollars or more 
in value developed, within less than 100 miles of Washington. That 
property and that mill become valueless overnight. With the most 
modern mill then built in the United States, ready to produce, ready 
to expand, with developed reserves, I simply walked away and left it. 
Junk, overnight. 

I could most easily have just set fire to the mill and sold the remain- 
ing machinery for junk. I would have gotten more out of it than 
what I did get out of it by — it 20 to ruin. Vandals just walked 
in and walked away w ith the machine ry. 

The underground mines sotiaiend. Water filled the underground 
workings. The timber rotted and the mine fell in. 

That was after the reciprocal trade agreement with Brazil, and the 
first agreement that was made, and the manganese tariff was cut in 
half. 

The same thing happened to other mines throughout the United 
States. 

Then came the war 

The Cuarrman. Mr. Simpson would like to inquire at this point. 

Mr. Simpson. Who profited? What nation profited from that eco- 
nomic loss which you and our country had ¢ 

Mr. Apkerson. Brazil did not profit by it. It was Russia that 
profited by it by selling manganese here. 

Mr. Srmpson. That is what I wanted to know. 

Mr. Ankrrson. I warned at the time that it would be a profit only 
for the moment, because at a later time when we were caught short, 
Russia would stop shipping manganese to the United States. That 
has how happened. 

Mr. Stupson. From time to time, some of the boys making these 
reciprocal trade agreements, certain ones of them, have been accused 
of having more interest in the welfare of Russia than they had in this 
country. F 

Mr. Apxerson. I would like to point out to the committee that at the 
time, [ submitted a petition in behalf of manganese and national 

gned by 180 members of Congress, inc luding 41 Senators and 
Congressmen from manganese States—manganese occurs in 27 States— 
I submitted the petition to President Roosevelt sloned by the Members 


Pa . 
qaerense sl 
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of this Congress, and also delivered a copy of it to the State Depart- 
ment. 

At the time that was handled, I understand that Alger Hiss and 
and three others of his group were the ones that were working on the 
trade agreements program. I hope this committee will look into the 
matter thoroughly. 

We were given assurances at the time that nothing would be done 
under the reciprocal trade agreement to jeopardize the national de- 
fense. We were given to understand that we would have hearings 
before the State Department. Why, they couldn’t even find the peti- 
tions when the cut was announced. We were never given any oppor- 
tunity at all to appear before anybody, either then or since, that 
would have anything to do with restoring the tariff on manganese. 

It is the duty of this committee to give careful consideration to 
what has gone on in the manganese industry and what might be done 
n the future to maintain production in the United States. We don’t 

ay maintain it all. Our policy throughout has been to maintain 
a nucleus of an industry, producing, say, at 250,000 or 500,000 tons a 
year, out of the 2 million tons that is 's being consumed a year; so that 
in time of an emergency, we would have the means of expansion to 
take care of the needs in an emergency. 

Now, it isn’t only in my remarks that that is said. At a hearin 
before the Subcommittee on Mines and Mining of the Committee on 
Public Lands, House of Representatives, a hearing on manganese, 
in February 1948, Elmer Pehrson, who was Chief of the Economics 
Division of the United States Bureau of Mines, appeared as a repre- 
sentative of the Bureau of Mines before that committee, and Congress- 
man Engle asked him the question: 

In case our measly stockpile is used up and in case the production and the 
mines in the United States are not more fully under way than they are now and 
we were to have war and the submarines were to go to work, what would be 
the solution? 

Pehrson’s answer was this: It is three lines and with your permis- 
sion, I shall read it. Pehrson said this: 

I feel if we ever get in that stage in regard to manganese and if we are in 
areal war, we might just as well acknowledge that it is over. 

The Cuamman. Pardon me. Would you give me that reference? 

Mr. Apxkrerson. I will leave this copy with you. The reference is 
page 35 of Hearings on Manganese, Februar v the 12th to 25th, 1948. 

The CHamman. That was before which committee ¢ 

Mr. Apkrrson. Those were the hearings before the Subcommittee 
on Mines and Mining of the Committee on Public Lands, House of 
Representatives. That is today the Committee on Interior and Insu- 
lar Affairs. 

The Cuarrman. Thank you very much. 

Mr. Apkerson. I would like to leave this copy of the hearings with 
the commitee. It is marked. 

The Cuarrman. Thank you very much. 

Mr. Apxerson. I simply hope this committee will look thoroughly 
into what has gone on and what is now going on. Because we were 
given assurances at the time I appeared before the committee that 
those things would be considered : that we would be given an oppor- 
tunity to submit full evidence. 
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But in spite of all that, the results are today that the industry is 


down, except for a small program we now have under way, which 
| as peen Given out une ler the ” DMPA. Th is woul | not take care ot 
more than about 10 percent of our needs in case the whole program 
goes thro oh, and this fora Lyéar petted otlly. 

I thank the committee. 

The Crairman. Thank you very much for your testimony here to- 
lay. It wasa ver) interesting statement. 


Mr. Apxerson. I will leave this copy of the hearing because it has 
that quotation in it. 

The CHatrman. The next witness is Mr. David Laine. 

All right, Mr. Laine. We do not want to keep you from catching 
your train. 
~ You are the Secretary of the American Die Casting Institute, of 
New York ? 


STATEMENT OF DAVID LAINE, SECRETARY, AMERICAN DIE 
CASTING INSTITUTE, NEW YORK, N. Y. 


Mr. Larne. Yes, sir. 

The Cuarmman. If you will just give your name and the capacity 
in which you appear, we will be glad to hear you. 

Mr. Larne. My name is David Laine. I am Secretary of the Ameri- 
can Die Casting Institute of New York. I appear in opposition to 
the provisions of the Simpson bill. 

The American Die Casting Institute is the trade association of the 
die casting industry and is composed of 90 member companies who 
operate 102 die casting plants located in 14 States from coast to coast. 
The industry’s business is the manufacture of die castings principally 
of zinc, aluminum and magnesium alloys. 

More than half of our dollar volume is represented by our zinc al- 
loy die casting business, and the proposed tariff on zine strikes di- 
rectly at this portion of our business. We estimate the employment 
in our industry currently at a peak of 35,000 workers and the prob- 
able decrease in employment that will result from an uneconomic zine 
market is a matter of concern to us. 

Die casting is the process of producing accurately dimensioned, 
sharply defined, smooth surfaced parts by forging molten metal under 
pressure into metal dies or molds. 

Die castings are important constituents in thousands of consumer 
and industrial products such as automobiles, home appliances, elec- 
trical products, office and store equipment, small tools, hardware, 
plumbing specialties, instruments of many types, photographic equip- 
ment, toys and novelties, and many military applications. In fact, die 

casting applic ations in manufacturing operations are said to cover a 
broader range than almost any other metal form. 

The die casting industry is the second largest consumer of slab 
zinc; 1953 consumption is estimated at 275,000 to 300,000 tons. But 
the die casting industry requires special high grade zinc—99.99-plus 
percent pure. No other grade can be used. Special high grade zinc 
is a premium grade quoted uniformly by the zine producers at 11% 
cents per pound above the price of prime western grade. 

We are of the opinion that the proposed tariffs on zinc are unfair, 
inequitable and, to the die casting industry, discriminatory. 
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The proposals are in our opinion unfair because they would levy a 
duty on a commodity not normally produced in the United States in 
sufficient quantity to meet requirements—special high-grade zinc. 

The fact is that the domestic mines have never been able to meet the 
tonnage requirements for high grade ores from which special high 
erade zinc is produced. The domestic smelters have historically im- 
ported high grade concentrates for producing special high gr ade zine 
and in spite of this have not been able to meet the requirements of the 
die casting industry in many, many years. 

About 40 percent of our requirements for special high grade slab 
zine is imported from Canada. Without this Canadian metal there is 
not enough special high grade zine. 

It appears to us that these importations of special high grade slab 
zinc have no bearing on the mining production of the U nited States 
or the operating rate of the domestic zine mines. It appears to us that 
no protection is afforded the domestic zinc mines by placing a tariff on 
special high grade which they have not, do not, and cannot produce in 
the required tonnage. Special high grade slab zine should not be 
related to prime western, as far as tariffs are concerned, since it is 
produced domestically in insufficient quantities by a different smelter- 
ae process from different ores and concentrates. 

The proposals are in our opinion inequitable in that to all intents 
and purposes only the die casters use this grade of zine and thus only 
this one consuming industry will always feel the weight of the duty. 

We recognize the need for protecting - domestic mines. 

We recognize that zinc today may be at a price level unecomic to 
certain of these mines. 

We cannot, however, agree that the provisions of H. R. 4294 will 
properly alleviate the situation. 

We believe the “adjusted base price” of 1514 cents per pound for 
prime western slab zinc is considerably above a fair price. 

We believe that the extra one cent duty imposed by section 325 
(a) (1) is unnecessary and again discriminates partic ularly against 
the C . adian special high grade slab zinc imported by the die casters. 

We believe that the “so-called” sliding scale of equalization by duty, 
on a penny-for-penny basis, is a rigid device that will destroy any 
free market in zine. 

But to cap the climax, we believe that section 325 (f) “when duty 
not applicable” is a provision that legislates chaos. 

It is particularly unpalatable because, in effect, it creates a two- 
price market for special high-grade slab zinc—60 percent of our re- 
quirements at one price and 40 percent at least 1 cent higher in all 
quarters when the duty is in effect. 

I might digress and say that the new proposal, which recognizes 
the chaotic conditions which would arise under the quarterly imposi- 
tion of duties, seeks to solve it by instituting what might be called 
weekly chaos, and maybe perpetu: il chaos. Stability, apparently, can 
only be obtained at the top price of 1514 cents. 

Now, to large die casters 1514-cent prime western slab zinc means 
\7-cent special high grade; to small die casters it means 20-cent die- 
casting alloy; to all die casters, large or small, it presages the end of 
profitable, volume production of zine die castings. To our customer 
industries it means zinc die castings cannot compete with now costlier 
alternatives in both metal and method of fabrication. 
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The effect of the passage of H. R. 4294, in our opinion, will be to 
reduce our volume by at least 50 perce nt. It w ill idle our equipment, 
ause severe dislocation of employment until we can convert to alumi- 
num and magnesium equipment, destroy our capital investments in 
much of our zine capacity. 
In addition it will cause chain reactions in our customer industries 
and may be an economic “time bomb” that could disrupt production 
in the automobile and appliance industries which consume respectively 
50 percent and 25 percent of the zine die castings we manufacture. 
The followi ing quotation from American Metal Market of April 29, 
1953, cites the statement of a leading die caster, Mr. W. a. During, 
executive vice president of Precision Castings Co. of Fayetteville, 


N. Y.: 


It is my opinion that in advocating a tariff which proposes to peg the price of 
inc at an uneconomic level, the zine industry is committing suicide. This, gen- 

tlemen, is your business. But when your suicide attempt involves our industry, 
we do not propose to sit by and be slowly suffocated. 

A “protective” price of 15.50 cents per pound for prime western will cut die 
caster use of zine by 50 percent to GO percent within 12 months. It will idle a 
large percentage of our equipment. It will force us to convert our equipment, 
or replace it with aluminum and magnesium machines. It will force the auto- 
motive industry—our largest customer—to abandon zine as fast as redesign and 
retooling will permit. It will reverse the present favorable trend to zinc of die 
casting design. It will do immeasurable and irretrievable harm to the very 
things you are trying to protect. It will result in serious unemployment in our 
industry and more in yours 

The domestic zine industry has for 10 years been unable to supply our require- 
ments for special high-grade zinc. Only imports of Canadian metal have bal- 
anced our grade requirements 

The present attempt to raise zine to a noncompetitive level by a group that 
has not been able to satisfy our needs and to close us off from free and fairly 
priced Canadian supplies is an irresponsible action. It is cutting off your nose 
to spite your face. It is an inexcusable policy and one we cannot condone, 

There is no future for zine in die castings if such a policy prevails. 

Gentlemen, we in the die casting industry think a price keeping high grade 
99.99 percent zinc at an economic competitive level will prove to be the best 
answer in the long run for all parties concerned. 

I would like to state that, in conclusion, the die casting industry en- 
dorses the position taken by Mr. During in that statement that I just 
read. 

It is our belief that a complete appr: aisal : the benefits to be accrued 
to miners in marginal mines would be far less than the harm that 
would result to zinc consuming industries oat their employees in every 
State of the Union. 

Thank you. 

The CuatrMan. Does that conclude your statement ? 

Mr. Larne. Yes, sir. 

The CnuarrmMan. Do you wish to inquire, Mr. Simpson ? 

Mr. Srpson. Yes, please. 

Mr. Laine, I believe I heard you say that you recognized the hard- 

ship prevailing in the mining industry now, as to lead and zine. 

Mr. Latnr. Yes, sir. We recognize that the present price may be 
uneconomic to some mines 

Mr. Sturson. Were your sales badly hurt when you were paying 
considerably more than you are paying now for zinc? 

Mr. Larne. There was a combination of circumstances operating. 
Our sales were considerably down. Our sales were off about 30 per- 
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cent during the period when zine was high, but there were other at- 
tendant circumstances in the form of restrictions on other metals, when 
zine could be used and some others would not. We would have been 
hurt much worse than that. 

Mr. Simpson. What does it add up to? That the price did hurt 
your sales 4 

Mr. Larne. Considerably. 

Mr. Stupson. Of what kind of castings? 

Mr. Larne. Of heavy zine die castings, castings that use a great 
many tons of zinc a year. For example, one casting that was knocked 
out completely by high price is the grille on an automobile. The 
erille of the Ol Ismobile automobile we ighed 26 pounds and was made 
at the rate of 80 per hour; 80 times 26 pounds of zinc per hour. The 
high price of zine knocked that out. You cannot sell die castings 
against steel stampings, when prime western is 151% cents. It is 
impossible. 

Mr. Simpson. Do you not have that in mind, the surplus of the high 
crade domestic produced grade today ? 

Mr. Larne. No, sir. 

Mr. Simpson. Do you know that there have been great new ad- 
vances, great increases in production of the western high grade? 

Mr. Latne. No, sir. There is talk of the future development of 
additional high-grade ores and high grade smelting capacity, but the 
domestic zine industry has still been unable to come within 30 to 35 
or more percent of our requirements for special high-grade slab zine. 
That has always been imported from Canada. 

Mr. Stmpson. On page 1, you have a list of products which your 
association manufactures: Automobile parts, home appliances, elec- 
trical products, office and store equipment, small tools, hardware, 
plumbing specialties, industries of many types, traflic equipment, toys. 
You have covered a very broad range, and practically every item you 
mention there is protected by a tariff, 

Do you want those tariffs repealed? Do you advocate that ? 

Mr. Late. No. 

Mr. Stmpson. Why not? 

Mr. Laine. We feel this way about it: Special high-grade zinc is 
actually a different commodity. The proof of that is that they use 
different ores and concentrates, high-grade ores and concentrates, 
which are not mined here. They import them. They are smelted by 
a different process. And we feel that cutting off the Canadian sup- 
ply is going to decrease the size of our industry and cause us to wither 
away as far as zinc use is concerned and that in the long run it will 
do more harm than good. 

Mr. Srupson. I do not see why you should have your cake and eat 
it, too. If you want tariff protection for your own business, why do 
you object to the other fellow who is trying to build up his business 
having some protection ? 

Mr. Laine. Mr. Simpson, we, as die casters, have no tariff 
protection. 

Mr. Simpson. Now, now? 

Mr. zs AINE. The people we sell to may have. 

Mr. Simpson. I think I can tell you in each case how much they 
have, and if you attempt to suggest they would not like that tariff 

$2604—53——102 
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protection—I do not want to misread your presentation, but do you 
think they want it? 

Mr. Larne. They may need it. We have stated here that the zine 
ndustry needs some protection. What we are objecting to is the price 
at which tl} ey propose to peg zinc, 

Mr. Simpson. But you are not protecting it if you go out and look 
t the areas where they are producing it, where the towns are described 
as “ohost towns.” where mines are closed. 

Mr. Larner. We recognize that. We have felt that the price of zinc 
at current levels is too low for our own good, and we have stated so. 
As far as we are concerned, we feel that the problem is one of reaching 
a p! oper point for protection. 

The only prices we hear mentioned are 11 cents and 1514 cents. 
What happened to the 4 cents in between ? 

Mr. Srmpson. The miners are in here, the mine owners, the em- 
ployees and so on, and they are here fighting for the protection of 
their own business and livelihood. 

Mr. Larne. That is right. 

Mr. Srmpson. Is that not exactly why you are here? 

Mr. Laine. Yes, sir. But we feel that if we fight for the protection 
that they require rather than for a greater amount of protection, they 
will encourage stability in their business and in ours, and we will con- 
tinue to grow. But if the price peg, if the 1514-cent price is improper, 
the result will be a lessening of demand. 

Mr. Srupson. Well, 15.4 cents is described to us as the average level 
at which zinc has been for 6 to 8 years. 

Mr. Larne. I believe that price was frozen. 

Mr. Srwrson. Well, maybe. 

Mr. Larne. There is a difference. 

Mr. Srwpson. Are you advocating 14 instead of 15? 

Mr. Larne. We think even 14 is just a bit high, not much. We feel 
that at about 131% cents, the deal will be equitable, except to marginal 
producing mines. 

Mr. Simpson. Just one other question. Can I infer properly that 
you do not object to the principle of this bill but the amount is in 
question ? 

Mr. Larne. We object to the price peg. We object to the whirling 
effect of up-down prices that go on in all periods, and we objected to 
the extra 1 cent on slab zinc, which today was proposed be removed. 

Mr. Simpson. Then substantially you do not object to the principle 
if some of those figures were adjusted to your liking 

Mr. Larne. That is right. If the matter were one of equity, that 
would be different. 

Mr. Stwpson. We are not as far apart as I thought we were at first. 

Thank you, sir. 

The CHarrman. We thank you for your statement, sir. 

Mr. Laine. Thank you. 

(The following letter from Mr. Laine was received for the record :) 

AMERICAN DIE CASTING INSTITUTE, INc., 
New York, N. Y., May 11, 1958. 
Re H. R. 4294. 
Hon. D. A. REED, 
House of Representatives, Washington, D. C. 


MY DEAR CONGRESSMAN REED: This letter is to explain our telegram to you of 
‘1 in which we express the oppesition of the diecasting industry to those 
sections of H. R. 4294 which relate to the tariff on imports of zinc. 
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The stated opposition of our industry is a matter of serious economic conse- 
quence. The imposition of a tariff which results in a price for zine at an uneco- 
nomic and noncompetitive level as against other metals and processes will 
adversely affect the diecasting industry. 

The diecasting industry is the second largest consumer of slab zinc; 1953 
consumption is estimated at 275,000 to 300,000 tons But the diecasting indus- 
try requires special high grade zine (99.99 percent pure). No other grade can be 
used. Special high grade zine is a premium grade quoted uniformly by the zine 
producers at 114 cents per pound above the price of Prime Western grade 

It is our opinion that H. R. 4294 is inequitable and discriminates against the 
diecaster. 

Che fact is that the domestic mines have never been able to meet the tonnage 
requirements for high-grade ores from which special high-grade zine is produced. 
The domestic smelters have historically imported high-grade concentrates for 
producing special high-grade zine and in spite of this have not been able to meet 
the requirements of the diecasting industry in many, many, years. 

About 40 percent of our requirements for special high-grade slab zine is im- 
ported from Canada. Without this Canadian metal there is not enough special 
high-grade zinc. 

It appears to us that these importations of special high-grade slab zine have 
no bearing on the mining production of the United States or the operating rate 
of the domestic zinc mines. It appears to us that no protection is afforded the 
domestic zine mines by placing a tariff on special high grade which they have 
not, do not, and cannot produce in the required tonnage. Special high-grade slab 
zinc should not be related to Prime Western, as far as tariffs are concerned, since 
it is produced domestically in insufficient quantities by a different smelting 
process from different ores and concentrates. 

No mere words relating to production problems and intergrade relationships 
ean deny the facts. 


SPECIAL HIGH-GRADE SLAB ZINC HAS BEEN AND MUST BE IMPORTED FROM CANADA 


To the extent that the proposed tariff applies to special high-grade zine imports 
it is inequitable in that it places a duty on a commodity not available domes 
tically. In addition, since only the diecaster uses this grade of zine it discrimi- 
nates against this one consuming industry. 

We recognize the need for protecting the domestic mines. 

We recognize that zinc today may be at a price level uneconomic to the mines. 

We cannot, however, agree that the provisions of H. R. 4294 will properly 
alleviate the situation. 

We believe the “adjusted base price” of 15% cents per pound for Prime Western 
slab zine is considerably above a fair price. 

We believe that the extra 1 cent duty imposed by section 325 (a) (1) is 
unnecessary and again discriminates particularly against the Canadian special 
high-grade slab zinc imported by the diecasters. It is particularly unpalatable 
because, in effect, it creates a 2-price market for special high-grade slab zine 
60 percent of our requirements at 1 price and 40 percent at least 1 cent higher 
in all quarters when the duty is in effect. 

We believe that the so-called sliding scale of equalization by duty, on a penny- 
for-penny basis, is a rigid device that.will destroy any free market in zinc. 

sut to cap the climax, we believe that section 325 (f)—-when duty not appli- 
cable is a provision that legislates chaos. 

I attach reprints from American Metal Market of Wednesday, April 29, 1953, 
of the address made by a leading diecaster, Mr. W. J. During, of Precision Cast- 
ings Co., Inc., at the annual meeting of the American Zine Institute. The need 
for stability in zine prices is adequately set forth therein. Section 325 (f) 
destroys any possibility of stability, except at the top price of 15% cents. 

Stability at such price is what we fear. To large diecasters 15%4-cent Prime 
Western slab zine means 17-cent special high grade; to small diecasters it means 
20-cent diecasting alloy; to all diecasters, large or small, it presages the end 
of profitable, volume production of zine diecastings. To our customer industries 
it means zine diecastings cannot compete with now costlier alternatives in both 
metal and method of fabrication. 

The effect of the passage of H. R. 4294, in our opinion, will be to reduce our 
volume by at least 50 percent. It will idle our equipment, cause severe disloca 
tion of employment until we can convert to aluminum and magnesium equip- 
ment, destroy our capital investments in much of our zine capacity. 
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In addition it will cause chain reactions in our customer industries and may 
” an economic “timebomb” that could disrupt production in the automobile 
ppliance industries, which consume respectively 50 percent and 25 percent 
of the zine diecastings we manufacture 

Nor will the economic effects be localized: Zine diecastings are manufactured 
all over the United States. Our members operate zinc diecasting facilities 
in 14 States. We set forth the names and locations of these of our members. 

(The membership and geographical locations thereof are filed with the 
committee. ) 

On behalf of these of our members we urge that further study of the situation 
be made and that no action on zine tariffs be taken at this time. 

It is our belief that a complete appraisal of the benefits to be accrued to 
miners in marginal mines would be far less than the harm that would result to 
zinc-consuming ‘ndustries and their employees in every State of the Union. 

Very truly yours, 
Davin LAINE, Secretary. 


From the American Metal Market, April 29, 1953] 


W. J. DuRING SAYS PROTECTIVE Price OF 15.50 CENTS FoR ZINC WovuLp Cur USE 
BY Diecasters 50 To 60 PERCENT WITHIN A YEAR—TELLS AMERICAN ZIN¢ 
INSTITUTE MEETING INDUSTRY WoUuLD BE Forced To CONVERT EQUIPMENT OR 
Repecace Ir Wirn ALUMINUM AND MAGNESIUM MACHINES 


Sr. Louis, April 28.—The 35th annual meeting of the American Zine Institute 
came to a close shortly after noon today after a most interesting and well- 
day session, with total registration numbering some 335 persons, while 
ed 450 attended the annual dinner and smoker in the main ballroom of 





attended : 
an estima 
the Statler last evening. 

While the American Zine Institute officially took no part in sponsoring dis- 
cussions on the highly controversial subject involving the tariff, talks delivered 
by prominent members of the industry in opposition to the proposed sliding 
scale tariff on zine easily constituted the most important feature of the meeting. 

After summarizing the world zine situation at the afternoon session yesterday, 
Simon D. Strauss, vice president and manager of sales of the American Smelting 
& Refining Co., gave his views as to why a sliding-scale tariff law affecting zine 
should not be enacted. The strongest statement on that question, however, was 
made at this morning’s session by W. J. During, executive vice president of Pre- 
cision Castings Co., Inc., when he declared that the zine industry is committing 
suicide when it advocates a tariff which proposes to peg the price of zinc at an 
uneconomic level. Mr. During said a protected price of 15.50 cents a pound for 
Prime Western zine will reduce the use of zine by diecasters 50 to 60 percent 
within a year and will idle a large percentage of equipment and will force the 
automobile industry (the largest customer) to abandon zine as fast as redesign 


a~e to 





t 


and retooling will permit. 

Mr. During told the meeting that his paper entitled “The Future of Zine in 
Diecastings,” which he presented at the meeting, “represented my true views on 
the future of zine in diecastings as of April 12, when your good secretary asked 
for a copy of my proposed talk. Last Friday, however, I had occasion to re- 
view pending legislation on the tariffs affecting zinc. In view of these more 
recent developments. I have to add a few amendments after sober study of the 
tariff recommendations by certain of your membership.” 


cUT IN CONSUMPTION 


“It is now my opinion that, in advocating a tariff which proposes to peg the 
price of zine at an uneconomic level, the zine industry is committing suicide. 
This, gentlemen, is your business. But, when your suicide attempt involves our 
industry, we do not propose to sit by and be slowly suffocated. A protective 
price of 15.50 cents per pound for Prime Western will cut diecaster use of zine 
by 50 to GO percent within 12 months. It will idle a large percentage of our 
‘ pment It will force us to convert our equipment or replace it with aluminum 
and magnesium machines. It will force the automotive industry, our largest cus 
tomer, to abandon zine as fast as redesign and retooling will premit. It will 
reverse the present favorable trend to zine of diecasting design. It will do im- 
surable and irretrievable harm to the very things you are trying to protect. 
It esult in serious unemployment in our industry and more in yours. 
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The domestic zinc industry has for 10 years been unable to supply our re- 
quirements for special high-grade zine. Only imports of Canadian metal have 
balanced our grade requirements. 

“The present attempt to raise zinc to a noncompetitive level by a group that 
has not been uble to satisfy our needs and to close us off from free and fairly 
priced Canadian supplies is an irresponsible action. It is cutting off your nose 
to spite your face. It is an inexcusable policy and one we cannot condone. 

‘There is no future for zine in diecastings if such a policy prevails 

Gentlemen, we in the diecasting industry think a price keeping high-grade 
99.99 percent zinc at an economic competitive level will prove to be the best 
answer in the long run for all parties concerned,” Mr. During said 


THE FUTURE OF ZINC IN DIECASTINGS’ 
By W. J. During, Executive Vice President, Precision Castings Co., Inc. 


I am appreciative of your kind invitation in asking me to discuss with you so 
important a problem as the future of zinc in diecastings. 

The future of zinc in diecastings is, I know, of importance to you, since it repre- 
sents your second largest market and your premium product—special high grade. 

This future is, of course, vital to us. By “us” I mean to the diecasting industry, 
since my company, Precision Castings Co., is part and parcel of the industry. 
So, while I talk as one diecaster, I mean to express the views of all. 

‘The diecasting art became rooted in zine shortly after World War I, preceded 
by the tin-lead bearing era which grew out of the Mergenthaler linotype process. 
By and large, the industry has been oriented by zine alloys. We have for years 
obtained the vast majority of our dollar volume and certainly of our profits from 
our zinc-alloy diecasting. As an industry we have a tremendous capital invest- 
ment in our zine equipment and facilities, and its continued profitable operation 
is a matter of serious concern to us. 

In the past year somewhat less than half of our total dollar volume came from 
zine diecastings ; and, while we are pleased with the increase: » of aluminum 
diecastings, we do not want such growth to be offset by a drop in our zine volume. 

Therein lies our common problem, both currently and in the future. We do not 
believe that any significant volume of existing business at any time was switched 
to aluminum, although pressure to do so was extremely high until the decline in 
the price of zinc. We are not so certain of new casting designs which might have 
been zinc had not the aluminum-zine price ratio been so unfavorable when deci- 
sions were made to go to aluminum or magnesium alloys. This is our concern, 
and indirectly your concern. 

Basically, as we see it, four relationships are involved in the future of zinc 
diecasting. These are: 

1. Design relationships. 

2. Functional relationships, 

3. Economic relationships. 
4. X, 
A brief discussion of these points may be helpful. 


DESIGN RELATIONSHIPS 


There is a small area of the general parts and subassembly requirements pic- 
ture where a zinc diecasting is a must because of inherent design. A few exam- 
ples are automotive carburetors, the carburetors because of intricate coring that 
is only partially successful in aluminum because of homogeneity and small core 
problems; automotive hardware and ornamentation parts because of the require- 
ments of plating protective finishes, especially exterior parts that are considered 
functional and therefore are allowed a reasonable thickness of nickel, which is, 
and probably will be, in short supply for some time to come if defense require- 
ments continue to require huge quantities of nickel, and with the high tempera- 
ture requirements of jet-propelled aircraft the outlook for nickel is not good, so 
intensive research on color and synthetic resin finishes is still the order of the 
day. 


A 


* Address presented at 35th annual meeting, American Zinc Institute, Inc., St. Louis, 
April 2 
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More generally, however, design requirements can be met by competing mate- 
rials, such as steel stampings, plastic moldings, or diecastings of other metals. 
A good example is the automotive grilles which the zinc industry heralded as a 
terrific development and tonnage consumer, and rightly so because, as the orig- 
inal designer and producer of automotive grilles, my research activities in 1936 
resulted in the design and production of large, fast, high-pressure diecasting 
machines which would produce as high as 100 32-pound castings per hour (includ- 
ing gates) which would consume over 70,000 pounds of zine alloy per 22-hour 
production day, which in turn meant the casting of 200 carloads of zine alloy 
per year for each of these “big Berthas” until the rise of the zinc market upset 
the economic balance between it and steel, and the automotive engineers and 
stainless strip rolling equipment soon silenced these “big Berthas,”’ as far as 
heavy castings were concerned. The end product, however, was very successful, 
as far as both engineering and public acceptance is concerned, so that the current 
$64 question is, Do we dare go back to zinc, in view of its erratic price perform- 
ance in the past? 

Engineering requirements, physical or mechanical properties are another im- 
portant factor in determining how a part will be purchased. Here, too, there is 
an area in which the zine diecasting is inherently it. 

Such parts as washing-machine wringer frames, wringer heads, gears, and 
many functional smaller parts where wear and strength are the main require- 
ments are still in good demand; and this also applies to office and kitchen equip- 
ment where baked or synthetic air drying finishes in attractive colors are very 
popular and are continuing to be favorably looked upon by designing engineers. 

However, in view of the progress in powdered metals and reinforced plastics, 
the question continues to arise daily, How do we know it won’t skyrocket again 
suddenly ? 

But here, too, optional choices are available to the specifying engineer. Other 
materials, methods, processes all offer increasingly competing values. Just as 
some parts must be zinc diecastings, it also follows that others cannot be. Yet 
our future is wrapped up in getting the majority of those that can be diecast of 
zine to be so specified. 

I refer in particular to such items as adding-machine and other business- 
machine housings, parking meters, and many parts for the new and rapidly 
growing television industry; and let us not forget the radio industry, who are 
still highly rated among those that you and we seek to keep in the fold of high 
quality zinc-alloy diecasting users. 

It is obvious the world market has resulted in price pressures that have been 
painful to the pocketbook of many producers of high grade zinc. 


ECONOMIC RELATIONSHIPS 


Economic relationships mean more than the price of metal. I am not going to 
harangue you for lower prices. I wouldn’t kick a man when he is down. But 
there really are economic relationships involved, and they are serious ones. They 
are true because of factors beyond your control. The fact still remains, however, 
that a part which would weigh 1 pound in aluminum would weigh 2.4 pounds in 
zine and only 0.7 pound in magnesium. To this extent metal price is a major 
determinant. 

Now we produce zine diecastings at a much faster rate than we produce alu- 
minum or magnesium castings, sometimes 3 or 4 times as fast, depending on size 
and complexity. Thus, we have less labor cost per piece at the casting machine. 

Sometimes we can eliminate a secondary operation, such as threads, because 
zinc lends itself to this more readily than the other materials, and still further 
reduce labor to offset the higher metal cost due to weight differences. 

Very often finishing requirements such as chrome plating tip the scales in 
favor of zinc. There is, however, a definite weight-to-price relationship between 
zine and aluminum diecastings, depending on size and complexity, as in the larger 
and heavier zinc-alloy castings the production rate difference is not so much, and 
the weight differential often mitigates against the use of zine because, as in the 
case of vacuum cleaners and other portable items, weight is an important factor, 
plus the ever-increasing cost of freight and shipping which both of you as pro- 
ducers and we as fabricators face jointly. 

However, as I mentioned before, these relationships compensate for differences 
in production speed on the diecasting machine and, except for finishing require- 
ments or ingenious tooling to permit elimination of an occasional secondary 
operation, they are fairly consistent; but remember in this connection that any 
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price movement has 2% times the impact on zinc diecastings that it does on 
aluminum diecastings, and a still greater ratio where magnesium is involved. 

Let me say at this point that all the things I have mentioned up to now with 
regard to the basic relationship of design, function, and economics in the ecrystal- 
lizing of purchasing specifications by our customers have always existed. There 
is really nothing new in these relationships. We have lived with them in the 
past, anw we can live with them in the future, that is, we can if you continue to 
make it possible for us to do so. 


MYSTERIOUS X 


This brings me to the mystery relationship X again. X is the confidence of the 
customer in his own actions. X is the elimination of uncertainty. X is stability. 

The sale of diecastings is a long and, at times, almost impossible procedure. 
Let me give you an example, and it’s a real juicy one. Let me again go back to 
the first automobile grille diecast of zinc in one piece. It weighed 26 pounds, and 
it was produced at a rate of 80 per hour. Now, you just don’t go in and pick up 
this kind of an order at one call, The original grille order with Oldsmobile took 
3 years to develop. (I still cherish the original telegram of congratulations 
sent me by one of the major producers when this was accomplished.) The orig- 
inal Ford grille order took 4 years to develop. In that case a market in primary 
zinc comparable to today’s market existed, and we licked the pants off steel 
stampings not only because of the basic material cost economics but also because 
the advent of the still popular streamlining and modern design made it possible 
for our company’s artists and designers to “go to town” not only in acquiescing 
to their requests but we stepped out in front and originated alternate designs 
which met with great favor then, and still can do so now if they can be recon- 
vinced of market stability. 

As you know, zinc has varied in price 21 times in the 42 weeks from June 1, 
1952, to March 28, 1953. 

Do any of you think this builds confidence? Would you place such an order 
on such a basis? Competitive metals—steel, aluminum, cast iron—move most 
infrequently, where zinc sometimes moves like a thermometer pricewise, and 
sometimes for less good reason. 

In summary, I want to point out that 1958 will be a big zinc diecasting year— 
at the present rate, if continued, it will be the biggest in history—275,000 tons or 
more against 1950’s 267,000 tons and last year’s 204,000 tons. 

But unless stability exists, unless some reasonable pattern of price movement 
exists, unless frequent as well as violent price fluctuation is eliminated, this 
picture can change overnight. 

And so, gentlemen, the future of zinc and diecastings is whatever you, the zine 
producers, make it. 

It is my personal belief that this future can be much brighter if and when we 
jointly, producer and diecaster, evolve a means of restoring the shaken confidence 
our mutual customer has suffered as a result of the rapid changes from competi- 
tive to noncompetitive position he has experienced when he placed orders that 
boomeranged sometimes before his first quarter year had rolled around. 

I assure you, gentlemen, as one of your negotiators with our “boss,” who, after 
all, is our mutual customer, it is going to be no easy job unless some definite time 
assurance can be used as an instrument to guarantee that he will not be caught 
short again pricewise once he gives us another opportunity to prove ourselves. 


The Cuatrman. The next witness is Mr. Robert B. Dickson, presi- 
dent of the Dickson Weatherproof Nail Co. of Evanston, Il. 

If you will just give your full name and capacity in which you ap- 
pear, we will be very happy to hear you, sir. 


STATEMENT OF ROBERT B. DICKSON, PRESIDENT, DICKSON 
WEATHERPROOF NAIL CO., EVANSTON, ILL. 


Mr. Dickson. My name is Robert B. Dickson, I am president of the 
Dickson Weatherproof Nail Co., of Evanston, Ill. Iam a graduate of 
Northwestern University and of the College of Engineerng of Co- 
lumbia University. I am a member of the American Institute of 
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Mining and Metallurgical Engineers. I have many friends in the 
mining industries. 

I was engaged in metal economic studies for 3 years in the American 
Bureau of Metal Statistics, from 1930 to 1933. Later, I was engaged 
in mineral exploration work. Since 1939, I have been in production 
of lead-head roofing nails. My company’s use of lead is over 1,000 tons 
per year, and the use of zinc is 1 to 2 hundred tons per year. 

Our sales largely are to the farming people, for fastening of metal 
buildings. 

I recognize that the lead and zine mines of the United States are in 
financial difficulties. However, I believe that the increased import 
duty on lead and zine contemplated by H. R. 4294 would result in an 
unnecessarily large tax on the consuming industry, only a portion of 
which would be returned as payment to the mines and miners who are 
see ‘kin g relief. 

It is believed, therefore, that more effective ways of providing this 
relief can be dev ae without causing international trouble, as well as 
trouble in domestic consuming industries. 

Suggested forms of relief are: 

1. A program of self-help made possible by agreements with the 
miners to accept wages that are in proportion to the changes in metal 
prices since 1939, wages having risen more than lead and zine prices 
since then. 

.. A program of feeding their own produc ts slowly into the market 
by the m ining companies in hope of better prices. 

5. A better job of selling the metals by the sales departments of the 
mining companies. Right now this could include guaranties against 
price decline on stocks held by consumers, which would encourage the 
consumers to hold larger stocks of lead and zine. 

t. Continued research in uses of the metals and byproducts. 

5. Income-tax relief, which would in effect be a premium for pros- 
pecting and development not requiring any actual physical payment by 
the Government to the mining companies. 

6. A free market for gold, which would improve the revenue from 
sale of that valuable byproduct. 

Economic background: The nonferrous metal-mining industry has 
had the following major economic forces in the last 25 years: 

1. General decline of prosperity in the early 1930’s, resulting in 
drastic declines in prices of metals and shutdowns of virtually all 
marginal producers and mines other than the very lowest cost pro- 
ducers. 

Increase in the price of gold in 1933 and 1934, resulting in wide- 
spread stimulus to the mining of gold and metals which accompany it 
in mineral deposits, chiefly lead, zine, and copper. . 

[ should have included silver in that statement. There was a sub- 
stantial increase in the price of silver then. 

. World War IT stimulus to mining of nonferrous metals caused 
by i ine reased pric es. 

{. Stimulus to mining produced by a system of subsidies. 

5. Stimulus to mining caused by stockpiling of metals. 

6. The Korean war boom. which caused disappearance from the 

market of much metal that has reappeared at declining prices. 
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ARGUMENT 


A brief review of relative price fluctuations of lead and zine com- 
pared with commodity prices in general will show that the lead and 
zine people really are not hurt as much by present prices as they think 
they are. 

Since 1914 the index of farm-product prices has increased to over 
300 percentage points of the 1910-14 average, but in mid-April it 
stood at 259. The St. Louis price of lead ave rage dd 4.2 cents per pound 
from 1910 to 1914. If we apply the index of 259 to this average price, 
we get 10.88 cents per pound. Clearly eres price of 1 2.5 cents 
per pound for lead should look good to a Missouri farmer, if not to a 
Missouri miner. Similarly, the East St. Louis price of zinc, which 
averaged 5.75 cents per pound from 1910 to 1914, would be 14.89 cents 
per pound now. Zine, which rose higher abroad than lead did in 1951, 
has fallen farther. The eventual price recovery likewise might be 
somewhat greater. 

If we make a similar comparison with consumers’ prices as com- 
piled by the National Industrial Conference Board, we see that that 
index, which was 100 in January 1939, stood at 178.2 in March 1953. 
Lead was 4.68 cents per pound in January 1939, and if this index were 
used, the March 1953 relative price would be only 8.24 cents per pound. 
Likewise, zinc, which was 4.5 cents per pound in January 1939 would 
be only 8.02 cents per pound in March 1953. 

Various comparisons with indexes could be used. Most of them 
would show that St. Louis prices of lead and zine are not far out of 
line with other prices In general. Therefore these comparisons rein- 
force the conclusion that the trouble we have with lead and zine is 
caused more by getting off the mae: price perch induced by Govern- 
ment stockpile purchases than by dumping of these metals from 
abroad. The foreign mines are being hurt also, which is proved by 
strikes in Australia last winter and in Mexico this May, and by sev- 
eral mine closures in Canada this year. 

Although not actually in a depressed condition at the time the war 
started in 1939, the nonferrous metal-mining industry had recovered 
only partly from the effects of oversupply of met: als during the de- 
pression years. Many mine managers and engineers were giving 
thought to help from the Government, but such had been received 
only in a minor way. There was an important meeting held by the 
Mining and Metallurgical Society in 1938 in which the proposition 
was discussed that the United States Government should establish a 
stockpile of $100 million worth of nonferrous metals and other eriti- 
cal war materials. It happened that this witness was the only person 
in that discussion group who opposed the establishment of a stockpile. 
This opposition was based, not upon the feeling that the stockpile 
would not be useful in time of war, but upon a much deeper con- 
sideration—the danger that once we got the Government into the 
buying and selling of metals we would introduce a new factor of un- 
certainty, a Frankenstein which eventually would make trouble for 1 
all. Fifteen years later it can be said that that has happened. 

The current decline in prices of lead and zine reflects cessation of 
buying for stockpile pur poses by the United States, British, and prob- 
ably all other governments. Their combined purchases over a con- 
siderable number of years had greatly increased the effective demand 
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for metals. The loss of these Government markets, coming as it has 
at a time of general saturation of industrial inventories, has made it 
necessary for prices to decline to a level which would stop a great 
deal of mine production all over the world. Aggravating the condi- 
tion of oversupply has been a policy initiated by the British Govern- 
ment several months ago actually to liquidate its stockpiles of lead and 
zinc. Even though this liquidation is nearly completed, the market 
just could not take the continuing flow of supplies from mines, the 
increased flow of supplies from secondary sources, and the additional 
shock of metals sold from the British stockpile. 

Recently there has been some price recovery abroad and in the 
commodity exchanges in the United States. 

It is not possible for this witness to state the amounts of lead and 
zine which were bought by the United States Government for stock- 
piling purposes. Trade news indicates that the zinc stockpile is in 
excess of 600,000 tons. That also is equivalent to more than 1 year’s 
production of all of the mines in the United States. The lead stock- 
pile is supposed to be in the neighborhood of 400,000 tons; that, also, 
is equivalent to more than 1 year’s production of all of the mines in the 
United States. 

It should be emphasized that the stockpiling of so much metal has 
furnished a form of competition with consuming industry, so that the 
prices of these metals necessarily were driven to almost fantastically 
high levels. Mining production the world over was stimulated beyond 
the real needs of consuming industry, and the consuming industry 
itself was badly abused and encouraged to seek substitutes. Now that 
stockpiling has ended, the mines, smelters, and secondary sources have 
competed with each other for a much smaller market than that to 
which they were accustomed. Prices, therefore, have fallen to what 
now are considered by the mining people as ruinously low levels. 
Something equivalent to this type of boom and bust has been seen 
sia and following the Napoleonic Wars, the Civil War, and World 
War I, even without the recent extra effect of the stockpile. 

The stoc kpile really could have been handled by the mining com- 
panies, consuming industries, and speculators, and to a comaterabiie 
extent it was. Later, however, the United States Government did start 
stockpiling, but only when the prices were rising. The stockpile 
actually made more trouble than it saved. Rarely was any metal accu- 
mulated except when the market was tight anyway, and in the worst 
part of the war more metal went into the stockpile than came out. The 
rubber stockpile was a little more successful, but even it was misman- 
aged seriously. Surely the mining people should forever give up the 
hope of some grandfather government buying for a stockpile. We 
have to live with the resultant effects upon our costs of goods manu- 
factured, the deterrent to consumption of certain metals because of 
artificial scarcity, the permanent harm to the uses of some of the 
metals; for example, the substitution of plastics, resins, fabrics, and 
aluminum for cable covering, and the present effect, by sudden ending 
of stockpile demand, upon the markets for the metals. Some mines 
somewhere in the world had to be squeezed out, but the very process of 
squeezing has hurt all the mines. It is this very aftereffect which is 
the main economic reason for the presently proposed Simpson bill. 

Now, the proposition is to rescue our lead and zinc industries from 
the overstimulating effect of Government activities during and follow- 
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ing the war, and the proposal is that the mines be rescued by addi- 
tional Government interference with normal market processes. Dur- 
ng all of these moves of interference by the Government the consum- 
ers of the metals have benefited but little. In 1945 and 1946 we were 
benefited briefly by sale of metals from the Government stockpile at 
then uneconomically lower prices, but this sale was quickly ended. We 
have, with others, been engaged in a scramble for metals most of the 
years since 1945, and, in common with most other consumers, we were 
unhappy to have had to engage in such a scramble. 

The market for our own pr oducts has been affected adversely by high 
prices for our raw materials and the necessary high prices for our 
products. We ourselves have engaged in research for substitutes for 
lead and zinc and have been partially successful. We find now that 
we shift more of our production into one item when metal prices are 
high and more of our production into another item when metal prices 
are low. Other consumers have done likewise. 

A writer for the State Department, in his statement filed May 5, said 
that lead is comparatively free from competition. Anyone acquainted 
with the competition in metal pigments knows well the inroads into the 
use of white lead made by aluminum and titanium paints. Recently 
there has been considerable news about substitution of aluminum and 
various plastics as coverings for electrical cables. Other competitive 
influences are easy to find. Use of die castings for ornaments, chiefly 
on automobiles, but also on such everyday items as typewriters, is one 
in which zine has strong competition. 

It cannot be said, therefore, that a high tariff would protect the 
lead- and zine-mining industries adequately. People have a way of 
squeezing out of the tight situations caused by relatively high prices 
of any material. The effects of such escape are unpleasant. Notable 
is the tragic decline of the good will, and not much later of the for- 
tune, of the ¢ opper people in 1929 and later years. Some of the biggest 
users of copper hoped the copper companies would go bankrupt, and 
the users nearly had their wishes. This witness had firsthand the 
unpleasant experience of hearing those wishes expressed. Some such 
risk is being taken by the lead and zine producers in asking for a 
big tariff to cure a temporary market condition. 

If the sliding-scale tariff were put into effect, it is assumed that the 
pr ice of lead actually would rise to some figure between 14 cents and 
15.5 cents per pound, and that the price of zinc would likewise rise 
toa similar price. If the consumption of newly mined lead is 600,000 
tons per year, and if 60 percent of this comes from American mines, 
the consumers would pay some of this increase to the mines and some 
of it to the Government in the form of a tax on imports on the other 
40 percent. 

Even though I feel that the mines need some help, I object strenu- 
ously to the fact that only about 60 percent of this help would go to 
the mining and smelting industry in the United States, and much 
less than 60 percent would go to the mines because of sliding scales in 
smelting charges based on price. 

It is doubtful that a protective tariff to valorize the price of lead 
and zine would increase the percentage of domestic metals used more 
than 10 percentage points in several years. Investors hesitate to 
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provide funds for increased production based on the uncertain dura- 
tion of a high tariff. Meanwhile the large tax on imports of the 
voughly 40 percent of foreign metals needed would create ill will 
which the domestic producers cannot afford to risk. They should think 
deeply about this question of friends. Certainly the plastics people 
would cheer in a great roar of approval for a big tariff on lead and 
zinc. Then continued pressure from the consumers might succeed in 
getting the tariff reduced and there could follow a great and expensive 
tug of war between the producers and consumers. 

lor the reasons enumerated above, it is the witness’ belief that the 
benefit to the mining industry in the United States of passage of the 
flexible tariff provisions would be of far less consequence than the 
upset to the consuming industries. It is necessary, therefore, that 
other means be found to protect the domestic mining industry. 

1. A program of self-help for the mining industry should be pur- 
sued with vigor. It is now being delayed by hope of relief in the form 

high tariff. Lower wages are unpleasant to contemplate, but in 
the inherent nature of things all the mining companies get as revenue 
must be split among labor, supplies, taxes, freight, et cetera, and labor 
must and does realize that an unduly high percentage of the revenue 
dollar paid as wages must result in loss of work. 

All of us who are managers can think of wasteful practices in our 
own business. Greater attention to frugal spending may be much 
more fruitful than appeals for outside help. 

2. Accumulation of underpriced stocks of metals has a way of 
being rewarded handsomely. The recent tendency to withhold metals 
from the market promises to help turn the market, but patience must 
be used. 

3. So many consumers fear decline that they encourage the decline 
itself. Buying help from many consumers could turn the market, 
if the calenm anship of the producers would be directed to such good 


will creating moves as abies against price decline. Those who 
wouk | pass this off as unworkable are urged to give it second thought. 
1. We must not forget the proble ms of the mines in connection with 


sale of the byproduct metals, gold and silver. Prices of these have 
not kept — with the general rise in commodity prices. This mere 
a heavier burden on the lead and zine content of the ore to make 
mine profitable. Lack of increased revenue from gold and silver oe 
hurt particularly those mines most in need of help. These are the 
mines in the 11 Western States. 

I would like to insert here: Lead is carrying its share of the load 
in keeping these mines running, as is proven by commodity price 
indexes. We can look for most of the trouble in the price of silver 
and gold, which h ive not kept pace. 

Continued commercial research may use higher prices for silver 
Not much help should be expected from silver buying by governments. 

A free market for gold exists in many countries now. It is needed 
in the United States, and perhaps you gentlemen can help make it a 
reality. This shouk | improve the revenue of the mines and likewise 
the interest in mining securities. 

Of course, there are other byproducts, such as cadmium, germanium, 
selenium, tellurium, et cetera. Even waste rock has sale value at 
some of the mines. Ask the Eagle Picher Sales Co. They make 
rock wool out of it. Such byproducts should not be neglected. 
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5. Some excellent suggestions are in the congressional hopper about 


yme-tax relief. Such means of encouragement to mine owners and 
Ors would require ho actual payin nts by I vernment. 

iy tax reform is overdue. The income-tax laws are especially 
iverse to those who would consider opening up new mines. It seems 

t to amend these laws to permit new mines to obtain their entire 
stment back in the form of dividends or assets available for 
idends before any Income taxes whatever shoul l apply. The very 
reedom from fear of having uncertain profits taxed away should 
f yuurage the development of new mines. Hardly a consumer of 


ead or zine would obiect to liberalization of the income-tax laws to 
benefit these miners and pros pectors 

These are my conclusions: Although the producers of lead and zine 
have suffered at an early stage of the inevitable postwar deflation, it 
s felt that the oversupply of these metals will be used up and that 
the producers of lead and zinc may be in a fair way to recovery at a 

me when other articles may still be struggling competitive ly for 
survival. It is felt that more patience is needed to rectify the present 
unsettlement in the nonferrous metal mining industry, when the cur- 
t difficulties are so clearly connected with the end of stockpile 
purchases 

Gentlemen, I thank you. 

Phe CHAIRMAN. that conclude your statement, Mr. Dickson ¢ 

Mr. Direxson. Yes, s 

Phe CHarrMan. Ray eliechonnt 

Mr. Srreson. I have a couple, Mr. Chairman. 

Mr. Dickson, on whom and by whom do you urge this additional 
patience ¢ 

Mr. Dickson. I urge that upon the mining companies and the smelt- 
ing companies who are petitioning for immediate relief. 

Mr. Stwpson. How about the working man that is on relief? 

Mr. Dickson. I think that there are some of these mines that are 
closed, that were closed too soon. 

Mr. Suapson. I know. But they are closed. That is the fact. The 
fellow is on unemployment insurance or relief now. 

Mr. Dickson. In most cases these fellows have found employment 
elsewhere. 

Mr. Stimpson. Well, take my word for it, there are a good many 
thousands that have not. 

Now, by way of patience, what do you urge on them? Just sit and 
wait ¢ 

Mr. Dickson. In my own town of Evanston, IIl., we have a very 
severe labor shortage. Occasionally we hire people from such mining 
districts as Coeur d’Alene. I have hired them from western Missouri. 

Mr. Simpson. You urge the men then to shift around and find work 
elsewhere ? 

Mr. Dickson. It is always necessary in the mining industry for men 
to shift around. 

Mr. Srmpson. Of course, the economic loss to the community is 
terrific if a man has to pick up and leave. He cannot take his home 
with him. 

Mr. Dickson. I agree with you, sir. But that is inherent in the 
nature of mining. 


? 
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Mr. Simpson. It is the only solution you have, then, to urge more 
patience on the part of all these individuals until the oversupply is 
used up / 

Mr. Dickson. I think we have a temporary market condition of 
oversupply which w ill be gone in a few months. 

Mr. Sumpson. You have not addressed yourself to foreign produc- 
tion, but foreign production is on the increase? 

Mr. Dickson. Foreign production, sir, at the moment, is on the 
decrease, and very severely. 

Mr. Sruwpson. But we are putting in additional money. It was 
testified this morning we are putting in some several hundred thou- 
sand dollars to open up a new mine there producing lead. 

Mr. Dickson. There are mines which are financed by financial meth- 
ods in motion. Sometimes those are stopped. 

Mr. Simpson. This was money advanced by the United States to 
open up a mine in Africa, That is not a natural thing. That is done 
to increase the world’s supply of lead. 

Mr. Dickson. Yes. I think that is a question of timing. One time 
I went to Canada to open up a copper prospect, and somebody said 
to me, “What are you going to do? Open up a copper prospect now ? 
Copper is getting cheaper. 

I said, “Oh, no, I am doing this for the next boom.” 

Mr. Simpson. Do you think a tariff is no answer whatever ? 

Mr. Dickson. I think it really is not, sir. I think that natural 
forces of price definition are much more effective and much more de- 
pendable for the miners and the consumers both. 

Mr. Simpson. As a general rule, do you think that the economic 
forces without restriction are the better way to solve these problems 
of trade? 

Mr. Dickson. Yes sir, I do. 

Mr. Simpson. You do not like a tariff, then, on anything ? 

Mr. Dickson. In principle, I am opposed to tariffs. 

Mr. Simpson. Despite the fact that your industry is substantially 
protected by tariff ? 

Mr. Dickson. There is absolutely no protection of tariff which does 
us a bit of good. 

Mr. Stmpson. On nails? 

Mr. Dickson. On nails there is a 20-cent duty. 

Mr. Srwpson. Are you asking that that be repealed ? 

Mr. Dickson. I would just as soon it be taken off. 

Mr. Srwpson. You are asking that that be repealed ? 

Mr. Dickson. I would suggest that it is of no particular value 
and from my own standpoint it might as well be taken off. 

Mr. Srmpson. You are speaking 1 now of your company alone, or the 
other industries ? 

Mr. Dickson. I am speaking of my own company alone, and I 
think I could speak for the industry. 

Mr. Srmrson. In spite of the fact that there were 131 million pounds 
of one type of nails and so on shipped in here in 1950? 

Mr. Dickson. It makes no impression on me whatever. I do not 
think that the tariff on nails is of any substantial value ioe 

Mr. Supson. Do you see any excuse for a tariff anywhere ? 

Mr. Dickson. Yes. When new industries are to be developed. I 
think there are times when a tariff is desirable. 
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Mr. Sumpson. Are you a free trader except where a new industry 
is concerned ¢ 

Mr. Dickson. Yes, sir, I am. 

Mr. Smvpson. Thank you. If you are speaking as a free trader, 
you certainly would oppose anything that this committee might sug- 
gest to protect industry. I did not realize that that was your theory. 

Mr. Dickson. I think I should be perfectly honest about that. 

Mr. Smpson. You are. I commend you for it. I do not like a 
man to come before us and base his argument on some reason, when 
in fact he does not believe in tariff at all. And I commend a man 
that will tell us so, except in the one instance of the new industry try- 
ing to get started. 

Thank you, sir. 

The Cuarrman. We thank you very much for your appearance and 
the contribution you have made. 

Mr. Goodwin, did you wish to be recognized ? 

Mr. Goopwin. Mr. Chairman, I have a unanimous consent request, 
if this is the proper time. 

The CuarrMan. Yes, this is the proper time. 

Mr. Goopwin. The request is that I may be permitted to insert 
in the record a letter which I have received from Mr. E. R. Metcalf, 
containing certain data amendatory of his statement before this com- 
mittee on April 29 in behalf of the Cordage Institute and others, 
including the Plymouth Cordage Co. and the New Bedford Cordage 
Co. both of Massachusetts, and I would request that that insertion 
be at a point in the record at the end of his original statement. 

The CHarrMan. Without objection, that is so ordered. 

The next witness is Mr. Herman Clott, Washington representative 
of the International Union of Mine, Mill, and Smelter Workers, Wash- 
ington, D. C. 

Mr. Clott, if you will just give your name and the capacity in which 
you appear, we will be very glad to hear you. 


STATEMENT OF HERMAN CLOTT, WASHINGTON REPRESENTATIVE, 
INTERNATIONAL UNION OF MINE, MILL, AND SMELTER WORK- 
ERS, WASHINGTON, D. C. 


Mr. Crorr. Thank you, Mr. Chairman. 

My name is Herman Clott. I am the Washington representative of 
the International Union of Mine, Mill, and Smelter Workers. 

Mr. Chairman, it has been a long day, and I would like to submit 
my statement for the record and perhaps brief one or two of the more 
important phases of the statement rather than read the entire state- 
ment. 

The CuarrMan. Without objection, it is so ordered. 

(The statement referred to follows :) 


STATEMENT BY HERMAN CLOTT, WASHINGTON REPRESENTATIVE, INTERNATIONAL 
UNION oF MINE, MILL, AND SMELTER WorkKERS. SPEAKING AGAINST SECTIONS 323 
To 325 INcLusIveE or H. R. 4294 (Smmpson Brix) 


My name is Herman Clott. I am the Washington representative of the Inter- 
national Union of Mine, Mill, and Smelter Workers. 

The organization on whose behalf I speak today is the labor organization repre- 
senting the overwhelming majority of workers in the nonferrous metals indus- 
try—in the mines, the smelters, and the refineries. 
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Our union celebrates its 60th anniversary this year. Therefore, our union 


and its members have a tremendous stake in the lead-zinc, and copper industry 
nd Ve believe that this organization because of its more than half 
cent of work in the industry knows a great deal about the industry and 
concrete suggestions to make to this committee on the matter now 

efore it 
vould like to say at the outset that our organization has not come before 
ee to discuss the entire question of the matter of the tariff act. We 
ning ourselves to a discussion of those sections of the bill by Mr. Simp- 
f Pennsylvania which deal directly with the question of lead and zine. 
However, since the Simpson proposals on lead and zinc involve the question of 
g-scale tariffs, it is like therefore that we shall cross over in some degree 


»a discussion of the tariff question generally. 


We should also like to add for the information of the committee that this is 


I the first appearance my organization has made on this subject during this 
mu of the operations of Congress. Within the past several weeks the 
ational officers of my organization have testified in Denver, Spokane, and in 
Phoenix on the situation in the lead and zine industry. These appearances were 
ad efore the Committee on Small Business, House of Representatives. 


Obviously, therefore, the position that we take here today is essentially the 
position taken by the Mine, Mill, and Smelter Workers in the other hearings 
efore committees of Congress. However, because of the period of time allotted 
we shall attempt to be more brief. 

Our union has asked for the privilege of testifying before this committee be- 
cause (1) our members are vitaily concerned with the health and well being of 
the lead and zine industries, as we indicated above: (2) the present crisis in the 
industry has already caused serious harm to a large number of our members, 
their families, and the small-business men in the communities in which they live: 
(3) we are fearful that the ailments from which the lead and zine industries are 
suffering may soon affect other metals, including copper; and (4) we believe 
that relief for the small operators in these industries will mean restoration of 
good health and stability for the entire industry including, of course, full emplov- 
t for our members, who are bow unemployed, only partially employed, or in 


danger of being laid off. 

While crisis has been common, unfortunately, in the operation of the lead and 
zine industries, there are two features in the present situation which are verv 
unusual, perhaps even unique. They are first, the fact that these 2 metals, lead 
and zine, are suffering from crisis at a moment when the rest of our economv. 
including the other nonferrous metals, are enjoying a boom. Copper now beins 
produced by United States mines, mills, and smelters at a rate never before 
achieved is finding ready buyers at prices which are easily the highest in history. 

The second unique feature is the fact that the United States producers of lead 
and zine are in serious difficulties at a moment when the domestic demand for 
the use of both metals has remained at just about the same levels reached in 
the months after the onset of the Korean war. 

What has been the result of the serious difficulties which the lead and zine 
industry finds itself in? The foremost fact of all is that a great many lead and 
zine operations have either curtailed production or shut down altogether in the 
last S to 10 months. Most distressing of all about the shutdowns is the fact 
that the small independent producers have been hit hardest. In addition, in 
those operations of lead and zine which have not shut down a great many have 
already been affected by cutback in work and layoffs. Thousands of our union 
members have been hit by this loss in take-home pay or unemployment. This 
situation develops as our lead consumption in the United States in 1952 amounted 
to 1.130.000 tons, only some 55,000 tons less than the 1.185.000 tons consumed 
herein 1951. In zine, our consumption for 1952 is only 1 percent Jess than in 1951. 
Qn industrial consumption, excluding Government purchases, there is a drop 
in zine consumption from 1951 to 1952 of 9 percent. 

Yet lead prices have dropped 32 percent from 1952 high of 19 cents and zine 
has dropped almost 44 percent from the 19% cents high in early 1952. So we 
have a crisis picture showing a continuing high domestic consumption of lead 
and zinc, accompanied by a boom in copper production and prices, yet contra- 
dicted by rapidly falling prices, production, and employment in the lead and 
zine industries 

How does this all come about? The members of the committee, I am sure, 
will agree that the basic reason for the crisis at the present time may be 
summed up in one word—imports. The small lead and zine operators, the 


os ote 
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thousands of unemployed lead and zine miners and smeltermen are the victims 
of an international trade picture that today is growing steadily worse. Metals 
which normally were flowing from Mexico, Australia, Canada, and Africa to 
England and the rest of Western Europe, because of the shifting winds of the 
cold war and the restrictions on the economies of the Western European nations, 
resulting in a general economic decline, have now been pouring into the United 
States market in a mounting flood during the last year. Our lead imports in 
1952 jumped 147 percent from 1951, while zinc imports went up 43% percent 
for the same period. 

But to get at the real significance of these imports, we must ask who owns 
or controls the operations from which they come. The answer is an eye opener. 
For both lead and zine we discover that control of the most important metal 
operations abroad is in the hands of United States corporations. The major 
increases in lead and zine imports from Mexico, for example, came as a result 
of decisions made by men who run the American Smelting & Refining Co. and 
the American Metal Corp. These imports are foreign only in the sense that they 
come from mines located in other countries—control and the profits are in the 
hands of corporations which have their headquarters in this country. Likewise, 
there has been a significant increase in lead imports from the Union of South 
Africa, Where the famous Tsumeb properties controlled by the Newmont Mining 
Co, and the American Metal Co. are located and from French Morocco, where 
Newmont and St. Joseph Lead with our taxpayers’ money are developing one of 
the most promising ore bodies found in recent years. 

Therefore, in trying to solve this problem, the crisis in the industry, it is 

iportant to remember that the imported ores, bullion, and refinery concen- 
trates are not “foreign owned.” They are foreign produced but they are United 
States owned and controlled. And the United States control is in the hands of 

» very biggest corporations in the industry, the same corporations which have 
suffered least from our lead-zine crisis, or which are actually in a position to 
profit from it. But even this is not all. The control of world’s metal production 
is in the hands of a few giant American corporations, which has been extended 
tremendously to new foreign properties in recent years. And the vast majority 
of these investments in nonferrous properties abroad has been made at the ex- 
pense of the American taxpayer. Senator Henry C. Dworshak, of Idaho, reported 
during the first week of this year that the United States Government has handed 
out more than $245 million in aid to foreign mineral production since the Korean 
war began. Most of this money was handed to United States corporations 

















which control foreign operations. Senator Dworshak further stated that 
American mining concerns are developing mining subsidiaries abroad to take 
advantage of low-cost labor and United States subsidies not given to domestic 


production 

What does this all add up to? It means that our Government has been making 
huge handouts to United States corporations to be used in exploiting low-wage 
labor in Africa and elsewhere for production of metals which now flood our 
market and force our small, wholly domestic small operators to shut down and 
throw our workers ort of jobs. 

This is the problern. Fortunately, we do not believe the ailments from which 
these industries now suffer are incurable. We believe there are sound and at- 
tainable solutions 

But we do not believe high-tariff duties, sliding-scale tariffs are the answer. 
It is our firm belief that such a program could only tend to aggravate the 
situation and to force the shutdown of an even greater number of our smaller 
producers. 

Here is why we feel this way: 

1. A tariff fails to recognize that the program is worldwide. It seeks to 
insulate the domestic industry from the rest of the world. To the extent that 
a tariff succeeded in keeping foreign metal out of the United States it would 
make it that much more difficult for foreign countries to buy here. The crisis 
in world trade is at the root of the lead-zine situation. A tariff would be self- 
defeating. It would merely aggravate the world-trade crisis 

2. We have serious doubts whether even a sliding-scale tariff would give enough 
protection to the high-cost producers. Because of the wide difference in costs 
such marginal operators need a great deal more protection than low-cost mining 
companies. Mr. Palmer, of the Colorado Mining Association, was right, we 


believe, when he noted that “small protection” for the St. Joseph Lead Co. 


might still be inadequate for many other companies At the same time a tariff 
which gave inadequate protection for small companies might easily produce 
windfall protits for the large operators. 

“604 ) 1t 
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3. Tariffs have never been really effective against foreign competition in time 
of economic crisis. In 1934, for example, there was a 4-cent tariff duty on copper. 
Yet the United States imported 213.530 tons of copper, almost as much as our 
domestic mines produced in that year All through the 1930’s as a matter 
of fact, the nonferrous metals industry suffered from depression, despite the 
fact they were supposedly protected by a relatively high tariff wall. 

4. The small producer who now needs the most aid would get the least from 
increased prices enforced by a tariff His slice would come only after the 
smelters, railroads, power companies, and landowners got their’s, since these 
‘Ss increase. 


charges are based on metal prices and go up as pr 


price 
5. Finally, a tariff would act as a hidden tax paid by the consumer. This 
would tend to force competitive substitution of other metals. 

These are some of the main reasons we oppose any tariff plan as a solution 
to the present crisis, whether it’s a straight cents-per-hour tariff or a sliding- 
scale import duty. As the membership of our union see it the solution is not 
to seek a bigger share of a shrinking market but rather to work for a bigger 
market so that all will have their share. 

Therefore, the program of our union calls for action directed in two ways. 
First, immediate short-term relief of the situation; and secondly, long-range 
planning and activity. 

We believe that such a program could be best effected by the following kind 
of action: (1) Relief of the industry, the key to which is the passage of the 
premium-price plan bill, S. 1539, introduced by Senator Murray, of Montana, on 
April 1 of this year. (While we believe the basic principle of this bill is 
sound, we should like to suggest some amendments which we shall do shortly 
in our testimony); (2) relief of lead and zine workers, including much higher 
unemployment compensation for those who are unemployed, and a substantial 
wage increase for those who still have jobs; (8) increased consumption of lead 
and zine, not only in the United States but in many other parts of the world. 

I wish to call this committee’s attention to the fact that our union places 
great emphasis on the need for quick action by Congress on Senator Murray’s 
mine-incentive payment bill. This proposal, in Senator Murray’s words, is a 
“modernized version” of the premium-price plan which was so successful in 
stabilizine and insuring maximum production in the nonferrous metals industry 
during World War II. 

A cardinal feature of this new bill is that it is designed specifically to encour- 
age small and marginal lead and zine mining operations. It aims to put the 
small-business man, in the lead and zine industry, back into business. 

Another important purpose of this measure in our opinion is to decrease and 
if possible eliminate the dangers of manipulation by United States metal monopo- 
lies of the metal market through dumping of metals produced abroad and con- 
trolled by the House of Morgan. 

Senator Murray's proposal, is frankly a subsidy bill, but there is an important 
difference between this kind of a subsidy and the kind which we believe the 
Defense Materials Procurement Administration has been handing out up to now. 
Senator Murray’s plan would be of aid primarily to the smaller operators. With 
very few exceptions the DMPA’s subsidies of the past 3 years have aided the big 
producers only We consider this a crucial difference. 

We have two amendments to suggest by way of strengthening the Murray bill, 
and making it more workable 

First, the payment of subsidies is limited by the bill entirely to the needs of 
national security stockpile. The Munitions Board could stop payments by deter- 
mining that a given metal is no longer needed for the stockpile. A more desirable 
approach, we believe would be to create a separate stockpile for the expressed 
purpose of promoting conservation of resources and stabilizing metal prices. 
This would serve to separate the issue of metal markets stability from the shift- 
ing winds of the cold war. The kind of conservation stockpile we have in mind 
is the same as that envisioned by Senator Edwin Johnson of Colorado in his 
metal-corporation “parity plan,” S. 869, 

Second, we strenuously oppose the provision in section 4 (d) (2), of the bill, 
which would authorize the DMPA director to stop payments whenever any 
operator paid wages higher than those prevailing in the district. I'd like to dis- 
cuss this point briefly here, because it is important to us. 

We are sure that Senator Murray inserted this proviso with the idea that it 
would act to block any pirating of labor in a period of manpower shortages. 
However, the possibility of a manpower shortage in the nonferrous metal in 
dustry now or in the foreseeable future seems very remote. 
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At the same time this proviso could be interpreted in such a way as to make 
it impossible to negotiate a wage increase with any single operator in a given 
district. Take for example the present situation in Coeur d'Alene in Idaho, 
where our union is now negotiating for a wage increase in line with the patern 
hat was won months ago throughout the rest of the industry. If this bill were 
now a law it could act as a bar to prevent any Coeur d’Alene operator from ne- 
rotiating a wage increase with our union unless all or a majority of the operators 
simultaneously agreed to such an increase. As a substitute for the provision 
ust mentioned we would urge an amendment to provide that in order to obtain 
production payments an employer would be required to observe minimum stand- 
ards of health and safety, and to pay at least the prevailing wages in the area 

We press upon Congress the need to give favorable consideration to the Murray 
mine-incentive-payment bill including those amendments here suggested, 

We recognize that the Johnson bill, 8S. 869, has the worthwhile purpose of 
trying to alleviate the crisis in the lead and zine industry. However, we are 
concerned that many of its provisions are so vague and ambiguous that it would 
be unworkable merely from an administrative point of view if it were enacted 
into law. So much for a program designed to give immediate relief to the crisis 
n the industry. 

Now we should like to suggest a longer range program of action, but also, 
in our opinion, for immediate consideration. Here we have three major recom 
mendations : 

1. Legislation to provide unemployed lead and zine workers, regardless of 
where they live, with direct Federal assistance, over and above the present 
unemployment compensation standards. I need not tell this committee that 
jobless compensation payments in those States where the lead-zine crisis has 
hit or threatens to strike, are totally inadequate. Action must be taken quickly 
to provide for the basic needs of families of miners and smeltermen who are 
now jobless and who otherwise will drift away from the industry entirely. 

2. An immediate and adequate wage increase in those lead and zine opera 
tions which are still in production, as well as those which will be brought back 
into yroduction by the Murray premium-price plan. 

3. Immediate action by Congress to lower income taxes on workers and in 
particular action to increase personal income-tax exemptions to at least $1,000. 
Income taxes today represent the heavy, onerous, and unfair burden on all 
working people. The average worker in this industry today is paying 27 to 
28 cents per hour out of his pay for direct payroll taxes only. These taxes 
are particularly obnoxious to metalworkers who know that the same tax moneys 
are being used to give big handouts to giant nonferrous-metals corporations so 
that they can expand their hold on the industry both at home and abroad, and 
thus depress the living standards of our own workers. 

I should like this committee’s attention to the fact that the income-tax setup 
as it now stands, results in a startling contrast between the resources of the 
employers and those of the workers to cushion the shock of the current crisis 
The carryback and other tax provisions are designed to favor only the employers ; 
no such provision exists to relieve the worker. 

Increase in the consumption of lead and zinc, both at home and abroad, is the 
third way in which we believe these ailing industries can be relieved. 

Recent world events have pointed up a very sharp question in the minds of 
the American people. Eventually peace must and will come, they are reasoning. 
What then is our Government doing to prepare for peace? 

It is agreed by economists on all sides that the chief factor which has kept 
our economy going at “boom” levels in recent years has been the huge arms 
budget. Someday, sooner or later, we are going to have to face up to the issue 
of how to keep our economy stable and healthy even though arms expenditures 
are reduced or eliminated altogether. We might add that we are happy to see 
an ever-growing number of people in public and private life beginning to address 
themselves to this problem, 

We, however, believe the time to plan and act is now. 

We believe that Congress should undertake immediate and favorable considera 
tion of the great number of bills before it which provide for a tremendous pro 
gram of new public works, all projects which are urgently needed by the American 
people and the American economy. Development of the Missouri and the Co 
lumbia Valleys, the building of new highways, rebuilding of old roads, construc 
tion of badly needed schools, hospitals, rural-electrification systems, and low-cost 
housing. All these projects would increase tremendously domestic markets for 
the metals we provide. 
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But the potential market for nonferrous metals is not limited to our needs here 
l’oreign trade is rapidly becoming the key to foreign policy. 
Ni onder the slogan “trade, not aid” has become exceedingly popular among 
if Western Europe in the last year 
he Wall Street Journal (April 10, 1953) reported on a speech made by Secre- 
t of ¢ nerce Sinclair Wee before a group of Boston businessmen in 


hich Mr. Weeks said “real world peace could mean world trade would be 
ulated with American goods once again being sold to satellite nations.” If, 


Americans hope and pray, we 1all soon enter a period in which the cold- 
tensions ll be rel ed, ther s the opportunity for removing at least 
some of the barriers which now block all trade with Eastern Europe and China. 
rhis ould, cours result in an immediate improvement in the lead-zine 
these are the key elements of our union’s proposals to meet and overcome 
the present crisis in lead and zi! They grow out of our belief that the crisis 
ger picture, that it cannot be solved piecemeal, and that unless 
and long-range steps are taken toward a many-sided solution the 
cl not only deepen but will spread to other metals, and ultimately to our 
en eccnom 
Our program, therefore, can be summed up in these terms: 
Relieve t ead-zine industry by passing the Murray premium-price bill, with 
appro] te amendments 
I eve the lead and zine workers by passing a law to provide direct Federal 


d, over and above ordinary unemployment compensation, by granting an im- 


ediate and substantial wage increase to workers still employed in the lead and 
ne industry, by reducing income taxes, and by passing a bill to increase income- 
exemnt s to $1,000 


Increase domestic consumption of nonferrous metals by passing legislation for 


‘ able public-works program, including river valley developments, school, 
hospital, highway, housing, and rural-electrification construction 

Increase foreign consumption by reexamining barriers which now block trade 
between the easte and west halves of the world 

We vigorously urge tl unmittee to give earnest and careful consideration 
to all these proposals, bearing in mind that they are a “package,” the individual 
rar »f which are closely related to each other. 


Mr. Crorr. Mr. Chairman and members of the committee, as I have 
ndicated, I am the Washington representative of the Mine, Mill and 
Smelter Workers Union. The organization for whom I speak today 
is the organization which represents the overwhelming majority of 
the workers in the nonferrous metals industry—in the mines, the 
smelters, and the refineries. 

Now, if I am listed here as an opponent to the bill I want to state 
that the opposition is not in the fact that we feel there is a crisis in 
the industry and something should be done. We feel definitely that 
something should be done and done immediately. It is just that our 
union and our organization does not feel that the proposals made by 
Mr. Simpson in his bill would solve the problem as we see it. 

Some of the objections we have are that the tariff would fail to 
recognize that the situation and the crisis is worldwide. The tariff 
would seek to insulate the domestic industry from the rest of the world. 
To the extent that a tariff succeeded in keeping foreign metals out of 
the United States, it would make it that much more difficult for foreign 
countries to buy here—our manufactured products, of course. 

The crisis in world trade is at the root of the lead and zinc situation. 
We feel that a tariff would be self-defeating. It would merely agera- 
vate the world trade crisis. 

sut now, even more important: We have serious doubt whether 
even a sliding-seale tariff would give enough protection to the high- 
cost producers. and I think that this situation has affected, in the main, 
he high-cost producers Most of our members who are out of work 

1 ] 


mbers who work mines which are high cost. 
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Because of the wide difference in cost, such marginal operators need 
a great deal more protection than the low-cost mining companies. 

A tariff which gave inadequate protection for small companies 
might, on the other hand, produce windfall profits for very large 
operators. 

Thirdly, tariffs have never been really effective against foreign 
competition in time of economic crisis. 

In 1934, for example, there was a 4-cent tariff duty on copper. Yet, 
the United States imported over 200,000 tons of copper, almost as 
much as our domestic mines produced in that year. 

All through the 1930’s, as a matter of fact, the nonferrous metals 
industry suffered from depression, despite the fact that they were 
supposedly protected by a relatively high wall. 

The small producer who now needs the most aid would get the least 
from increased prices enforced by a tariff. His slice would come 
only after the smelters, railroads, power companies, and land owners 
vot their ‘ since these charges are based on metals charges and YO up 
as prices increase, 

(nd finally, a tariff would act as a hidden tax paid by the consumer. 
his would tend to force competitive substitution of other metals. 


Now, we don’t make these observations about the tariff without 
] 
| 


h iving at least w hat we think is some ot he r alternative proposal as a 
solut for the crisis that exists at the present time. 

We feel that the No. 1 factor neces ary at the present time is the 
re} ‘f of the industry, the key to which is the passage of the premium- 
price | in. such as submitted by Senator Murray in the Senate of the 
United States, S. 1539. . 

We feel, further, that there should be relief of lead and zine workers, 
including mu h] igher une mployment compel sation for those who are 


] . { ; , ? ] ] } 
uhnemp oved ana a substantia] wage increase for those who still nave 


Of course, the qu stion of additional wa re increases to increase 
the price of co) um pt mis se nething fo. oul operatol ‘ and SO On. 
We just throw this out as a suggestion we have in ai attemp to solve 
the crisis t the present time. 

Finally, we feel that there must be increased consumption of lead 
and zine both at home and all over the world. On this question we feel 


il 
serious consideration should be oiven to a program for low-cost ho 
ing, hospitals, schools, roads, all the domestic plans, in order to in 
enh ince the welfare of our own peo} le and to provide add 
tional employment. 
And, finally, as I indicated a moment ago, we feel that the real so 
lution is not by restricting or cutting off areas of consumption of 


lead and zine, but trying to increase the use of lead and zine through- 


1 
Crease a i 


out the entire world by examining our trade barriers, by trying to 
find ways and means of increasing the use of these metals. 

But primarily we feel that direct relief immediately to the small 
operators could best be effected by the type of legislation such as the 
premium price plan. 

[ just want to point out, Mr. Chairman, in conclusion, that the OPA 
estimated that in -the period from 1942 until 1943, our company 
saved $414 billion in cost by using the premium-price plan, and that 
this amount of money, $414 billion, represented the difference be 
tween the prices we would have had to pay for the metal as we needed 
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it during the war and the prices we actually paid, the prices that 
were held down by price controls at that time. 

The Cuatrman. Thank you very much for your appearance and 
your contribution. 

Are there any questions? 

Mr. Simpson. I have some. 

The Cuatrman. Mr. Simpson will inquire. 

Mr. Smwpson. Mr. Clott, is yours the union which allegedly was 
Communist-dominated ¢ 

Mr. Cuiorr. Well, I would say that those accusations have been 
made; ves, sir. 

Mr. Srmpson. Were they ever proved ? 

Mr. Crorr. I don’t know how they were ever proved; no, sir. How 
do you prove such an accusation or disprove it ? 

Mr. Stupson. Well, were you penalized on the basis that you were 
Communist-dominated? Were you penalized by a labor organization ? 

Mr. Crorr. By a labor organization? 

Mr. Srwpson. Yes. 

Mr. Crorr. Well, we are not in the CIO any more, if that is what 
you mean 5 yes. 

Mr. Srpson. One other question. 

Are you the man referred to in a newspaper item on May 5, 1953, 
in the Washington Times-Herald ? 

Are you familiar with that item, wherein Mrs. Dorothy K. Funn 
read a list of names which included your name, Herman Clott? 

It stated that: 

Meeting together in the postwar period under Communist Party direction, the 
witness said, for the purpose of coordinating their efforts in behalf of socialistic 
legislation were the following legislative representatives, better known as 
lobbyists 

She named: 

Irving Richter, United Auto Workers; Herman Clott, United Mine, Mill, and 
Smelter Workers ; Harriet Bouslog, International Longshoremen and Warehouse- 
men 
And so on. 

And without objection, I would like to extend that list in the record, 
Mr. Chairman. 

The Cuarrman. Without objection, it is so ordered. 

(The clipping referred to follows :) 


[From the Washington Times-Herald, May 5, 1953] 
Ex-CoMMUNIsT Exposes Rep SuPer LOBBY 
RECRUITED IN 1939 


The former Communist, who hared the operations of the Red Lobby in Wash- 
ington, was Mrs. Dorothy K. Funn, 49, a New York schoolteacher. She said 
she was recruited into the Communist Party in 1939 and quit in 1946. The party 
she said, was unaware at first that she was a Negro but quickly made her Wash- 
ington representative of the National Negro Congress, one of its fronts, when 
it learned of her race 

Mrs. Funn spent 2 hours in the witness chair revealing the operations of the 
Communist Party in New York and Washington. Her testimony about Red lobby- 
ists in the Capital disclosed the party membership of many individuals previously 
known only for their left-wing connections. 

Meeting together in the post-war period under Communist Party direction, 
the witness said, for the purpose of coordinating their efforts in behalf of socialis- 


‘Or 
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tic legislation, were the following legislative representatives, better known as 
bbyists : 

Irving Richter, United Auto Workers; Herman Clott, United Mine, Mill, and 
Smelter Workers; Harriet Bouslog, International Longshoremen and Ware- 
housemen; Geraldine Shandros, American Communications Association; Russell 
\. Nixon, United Electrical Radio and Machine Workers; Hoyt Haddock, Na 
ional Maritime Union; Seth Levine, National Maritime Union; Thomas Rich- 
ardson, United Public Workers of America; Henry Beitscher and Bob Sherman, 
Washington Industrial Union Council; Elizabeth Sasuly, Food and Tobacco 
Workers Union; Len de Caux, editor of the CIO News; Sarah Hartman d’Avila, 
intipoll tax committee, and Mrs. Funn, representing the National Negro Congress. 


HELD IN HOMES 


The meetings were held in her Washington home, 3100 Warder Street, NW., 
Mrs. Funn said, and in the homes of the other members. Presiding were Albert 
Blumberg, legislative representative of the Communist Party; William Taylor, 
party organizer in Washington; and Elizabeth Searle, executive secretary of 
the Communist Party in the Capital. 

All 17 members of the group were knowingly Communist Party members, sub- 
mitting to Communist discipline, Mrs. Funn said. They worked to further the 

ims of the Communist Party, not of their unions or organizations, she told the 
committee. 

The remaining two members of the group, who provided publicity advice in 
connection with operations of the lobby, Mrs. Funn said, were Robb Hall, chief 
correspondent in Washington of the New York Daily Worker, official Communist 
daily, and Art Shields, a staff correspondent Both were party members, she 


said. 


BECOMES DISILLUSIONED 


Mrs. Funn said she left Washington and the Communist Party when she be 
came aware that the Communists had no real interest in Negro rights, using 
the issue only to stir up strife. She secured reinstatement in the New York public 
school system, where she is an instructor today in the upper elementary school 
grades in Brooklyn. 

Mr. Stmpson. Are you the man referred to in that list? 

Mr. Cuort. I didn’t read it in the Washington Herald. I read it 
in the New York Times. I guess it is the same list. 

Mr. Stmpson. You recall the association ? 

Mr. Cuiorr. No, I don’t. 

Mr. Srtmpson. All right, sir. 

Now, to get to your matter here, what does it add up to? That you 
recommend subsidy for the mine owners in the area? 

Mr. Crorr. Yes. 

Mr. Simpson. In lieu of tariff protection ? 

Mr. Ciorr. Well, we feel that the tariff would not give sufficient 
protection. It would not solve the problem for the small operators. 

Mr. Simpson. How do you expect the operators to provide higher 
wages, if they do not have work? You have recommended higher 
wages for the employees? 

Mr. Crorr. That is right. 

Mr. Srmpson. You have recommended better housing. 

Mr. Crorr. Right. 

Mr. Simpson. And, my goodness, I agree with you wholeheartedly 
that they need better housing, and undoubtedly need higher wages, 
but how can it be done economically if you do not have work ? 

Mr. Crorr. I don’t see there is any contradiction in the proposals I 
made, Mr. Simpson, and the question of having ful! employment. As 
a matter of fact, I think the proposal we made does tend toward full 
employment, by keeping all mines in operation. 








1626 TRADE AGREEMENTS EXTENSION ACT OF 1953 


[In 1947, both Houses of Congress passed what was then the premium 
price plan, and former President Truman vetoed it. We tried to have 
thre bill y i cl. We did ever thing we could. 

Mr. Smwpson. I understand. It was after you have the bonus or 
subsidy payvme nt that that mor ey would be used to provide housing 
al bett ¢ 


fer waces 


Mr. Crorr. No, the subsidy payment was to keep the mines in 


operation. 


“Mr. Simpson. That is rig 

Mr. Crorr. My propo on housing, and so on, is a nationwide 
proposal relating to the question of developing better housing, and 
{ ( fuller empl ( ind using lead and zine and all the 
ol l il \ nee | 


t ch the lea zine mil ire ¢ 

Mr. Cuorr. No. Iv referring to an entire program of develop- 
Ing and conti ne el VvVinent » that we would use these metals 
n 

Mii SsiMP N \ ) ( Ze, en. tl il l those particular areas 
i | i rel ] I tl - ibsidy pay- 
! { OVO te { { p them al : 

\ (‘rorTry It wor } *7 | el] \ 

Vir. Srarpson It ( ed eLy ¢ 

Mir. ¢ B iwloved. 

Mr. Stupson. B the money from the Federal Treas 


i apply that in every case where an 
ry ( ) haln ? 

\! Cy Well | | ld vo a ng way alon oe that line. 

I can't quite see why 11 »easy to have spent, as we have over the past 

f vy bil of doll outside the United States, and 

t et ni rr ‘ ) nlace. 

Mh MPsonN. You are frank, and I wa d to get your viewpoint 
oO) 

} { . In the coal mining area, for example, would have the 

Fed | Government, one way or another. through a subsidy. better 

t r welfare, and pt t them to have better housing, and so on? 


Mr. Crorr. I think it would be the dutv of the Government to help 


our people wherever the situation demanded it. 

It may not necessarily be, Mr. Simpson, that a subsidy in all cases 
] the tl] ng t] at will do the trick, Per! ps other ] iethods will. I 
al t fully acquainted with the situation 1n the coal mines. 

M Ss MPSON Take ] \ ord there is unemplovment. and so on. 

A Vi mld SOLVE se ni'¢ bl iS, then. by t] e Federal {;overn- 
ment making payments one way or another, which would better their 
lat 2 


Mr. Crorr. Well, I think we do that now. I think unemployment 
compensation, Federal aid in many respects, helps our people. Some- 

x ; dod RP eee ? tees ie Ee . 
times i to a greater or lesser degree. But we are trying to help in 
every area where there are crises. We help all sorts of businesses to 
eet over the hump. We do it in agriculture. We do it for the rail- 
roads We do it for the airlines. 


Mr. Simpson. Now you want to do it for lead and zinc? 
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Mr. Cuorr. Well, if mare is a crisis, certainly. I don’t want to see 
them become extinct. I agree with the testimony this morning oe 
( e you ec le se down mahy oO f these mu 1es you will never er the 
ul les: s there is a crisis far beyond the one we have at the pre ais 
time. 

Mr. Simpson. Would you let imports then come in as freely as they 
want to, without tariff protection for the American producer ? 

Mr. Corr. Well, I don’t think I would be ready to say that I would 
just have complete— ~ ; 

Mr. SIMPSON, You do believe in some tat f] prot tion in ome 
eases, then ? 

Mr. Crorr. I think the situation has to be examined each time vou 
face it, yes. I am talking directly to the crisis as it exists at ‘the 
present time, I understand that your bill in relation to lead and zine 
is iddressed to the proble m immed late ly. 

Mr. Simpson. That is right. This section of the bill is, yes. There 
are other sections for other subjects. 

Mr. Ciorr. Yes. That is the one I am re ferring to. 

Mr. Srmpson. All right. 

Thank you very much. 

The Cuamman,. Any other questions ¢ 

We thank you, sir, for your apperance. 

Mr. Crorr. Thank you. 

The Carman. The next witness is Mr. Joseph A. Costello, vice 
pres lent of the Kthyl Corporat on of New York City. 

Mr. Costello, if you will just give your full name and address and the 
capacity in which you appeal for the record, we will be very olad to 
hear you. 


STATEMENT OF JOSEPH A. COSTELLO, VICE PRESIDENT, ETHYL 
CORP., NEW YORK, N. Y. 


_ ; osTELLO. My name is Joseph A. Costello and I am a vice presi- 
dent of Ethyl C orporation. We use substantial quantities of metallic 
lenak-4 in the manufacture of antiknock compounds which are blended 
with gasoline to increase their antiknock quality. 

I should like to comment on that part of the pending bill which 
imposes an additional duty upon imported lead—and I want to hold 
the discussion to lead only, because we are not interested in zinc—over 
and above other regularly imposed duties whenever the domestic 
market price of lead is below a base price of 1514 cents per pound as 
adjusted. Three other similar bills are pending and my comments 
apply equally to these other bills. 

As a consumer of metallic lead, we are concerned about the effect 
of this bill upon all consumers of lead and upon the country’s lead 
supply. This country is a large consumer of lead and a sufficient sup- 
ply to meet its needs at economic prices is in our opinion an absolute 
necessity. We believe the proposed legislation is contrary to this 
objective and we oppose it for the following reasons: 

(1) It will accentuate fluctuations in both the price and supply of 
metallic lead, will encourage speculation in lead and disrupt the 
operations of domestic lead consuming industries. 

(2) It will tend to raise the general level of cost to consumers of 
lead products. 
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3) It will discourage exploration for and development of new ore 
bodies outside the United States and result long-range in a restriction 
of supply. 

t) It will decrease the supply of lead available for military and 


vilian needs in pel od of national emergency 
A bas factor in any discussion of lead is that our country must 
b irge part of its requirements through imports. Domestic 
oures ire capable of supply ig oO} ly about one third of total United 
State ul consumption. Scrap recovery supplies approximately an 
other one-third, leaving this country dependent upon imports for the 
one-thir Exclusive of the recovery from scrap, one-half 
or ¢ ( iirements therefore must be importe l. Because this country 
[ a pendent upon imports, the domesic portio1 of the lead min- 
ine industry cannot be treated separately from the industry as a 
le and the effect of any action on the foreign lead production as 


well as on the domestic production should be carefully considered. 


Our principal concern about the bill is its long nge effect upon the 
lead supply. However, because of the particular mechanism of the 
1], we believe that it wo Id accentuate fluctuations in both supply 
d price and would disrupt the operations of the domestic lead-con 
imine industries. Under the bill the duty is adjusted at the begin- 


ng of each quarter based on the domestic market price in effect in 
the second month of the prior quarter. It is reasonable to expect that 
in a ” riod when a substantial additional duty is imposed, sellers of 
foreign lead would hold their lead off the market in anticipation of a 
mei rise in price and a consequent removal of the additional 
duty. In ” following period, these sellers would then dump the 
quantitie lead withheld in the previous period plus their current 
production. These large quantities of lead which would be available 
in periods when the additional duty did not apply would, in turn, cause 
re or us fall in the price. 
‘hese ‘ide variations in supply, in duty and in price would disrupt 
norma] br tying practices and make it difficult for manufacturers of 
lead products to schedule their’ operations on the basis of a regular 
lead purchase schedule. They would be required to speculate in the 
lead market, attempting to buy and build large inventories when the 
additional duty was not in effect and then discontinue purchases when 
it is imposed. The small manufacturer who cannot tie up large 
amounts of money in inventories would experience particular difficulty. 

For many manufacturers the inability to purchase lead at a normal 
and regular rate would probably necessitate a suspension of operations 
in whole or in part from time to time. Such effect would create a 
danger of unemployme t among domestic lead consumers. 

Aside from problems of supply, consumers of lead products will 
be faced with an increase in the general level of costs. The proposed 
base price of 151% cents represents a level which the price of lead 
has reached only in temporary periods of shortage or due to unusual 
economic conditions. It is almost three times the 1939-40 lead price 
while the BLS nonfarm, nonfood, wholesale price index since that 
time has only doubled. Any attempt to establish such an artificially 
high floor under the lead price must inevitably be reflected in higher 
product prices. To the extent that these higher prices encourage 
substitution of other materials dislocation of labor in the lead-con- 
suming industries will result. 


— 
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The most serious effect of this legislation which we foresee is that 
it will discourage development and expansion of the foreign produc- 
tion required to supply future United States needs, and will result 
long range in a restriction of supply. It is generally agreed that the 
demand for lead in this country is going to increase and that foreign 
sources will have to be expanded in the future to fill this demand. 
The President’s Materials Policy Commission has pointed out the 
nec ssity for encouraging e xplor: ation and deve lopme nt abroad as well 
as in this country. While there is some disagreement concerning the 
specific estimates made by the Commission, there has been little disa- 
greement with the conclusions of the Commission on this point. 

With full appreciation of the desirability of keeping the American 

ining industry strong, we must also accept responsibility for en- 
couraging and supporting the foreign production of lead upon whicl 
we must depend in substantial part. It, therefore, follows that any 
Government action that will have the effect of discouraging imports 
und reducing the expansion of foreign production is undesirable from 
a national sts =) int. 

Under this bill it would be in the interest of forei ‘ign producers to 
restrict produc tion and create a continuing shortage in order to main- 
tain the United States price above the base point and prevent the 
imposition of the additional duty. If this is finds the supply would 
be insufficient during future periods of high demand which are nor- 
mally experienced from time to time. Legislation which makes it 
attractive to restrict supply of lead is bound to result in periodic 
shortages of the metal. 

From the longe-range standpoint, this bill will erect substantial 
barriers against lead imports and tend strongly to discourage the 
necessary expansion of foreign production. The producer of foreign 
lead would always be subject to great uncertainty concerning his op- 
portunity to sell in the United States market and at any time he could 
be partly or entirely excluded from that market by the automatic 
imposition of the additional duty. Foreign producers considering the 
investment of capital in development of new properties would have to 
evaluate the project in the light of these cireumstanaces. Incentives to 
carry out needed large-scale exploration and development of foreign 
sources would be greatly reduced and over the long range, the legis- 
lation would tend toward restriction rather than increase of pro- 
duction. 

Another reason for opposing this legislation is that it will decrease 
the supply of lead available for military and civilian needs in times 
of national emergency. In time of war or national emergency, it is 
of vital importance that lead be available from sources within the 
Western Hemisphere. During the period 1940-52, more than 70 per- 
cent of the lead imports to the United States came from Canada, 
Mexico and Peru. Since these areas supply the major portion of our 
imports they will correspondingly feel the effects of this legislation in 
dise ours aging the expansion and maintenance of production. If we 
erect barriers against imports from these areas and remove the in- 
ce tiie: to achieve needed production, we cannot expect them to main- 
tain capacity to supply us during emergency periods. In this con- 
nection it should be remembered that production cannot be rapidly 
increased in foreign areas any more than it can be in the United States 
and if we do not encourage them in developing production, the foreign 
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ll not be available to augment our domestic production when 
we need it in an emergency. 
There is general agreement that the long-term demand for lead will 
ibstantially increase. This demand will be sufficient to support and 
require b ith a stro 9 domestic mining industry and a strong foreign 
mining industry. ‘The satisfaction of this increased demand will be 
our pl nee er eeenen ve an v legis lation whic] 1 will tend 


to obstruct an increase in ipply to ss tisty this demand is unwise. We 
believe that this legislation will have that effect and we therefore feel 
that it 1s contrary Sidhe patianel interest. 

Phe Cuarrman. Does that conclude your testimony before the Com- 
mittee ¢ 


I 
Mr. Costretxo. Yes, sir 
Phe Cuairman. We thank you for your appearance. 
\re there any questions / 
Mr. Susrson. Mr. Costello, you are more interested in increasing 
production abroad than you are here at home ? 


Mr. Cosretio. I don’t think that is quite a fair statement. I think 





our position on this stems from the rea of the situation. As we 
look at it. we have to depend ind I am talking about all consumers— 
one-half on the domestic supply and one half on the foreign supply. 
Tt sa ane teenies het st satiate hnt it is th vay. N -e look 
it 1s unTortunhate that 10 1s that way, but 1t 1s that way. JNOW We ILOOK 


to the future from both of the industries. But on such evidence as we 
have, on such report as the Paley report that I mentioned, on the 
report of production in the United States, it would appear that the 
greatest potential for increased production is a foreign one. 

Now, Ll am not going to argue that. We don’t care where it comes 
from. But we would like to have enough production. 

I would like to point out that from a consumer’s standpoint, the 
thing that hurts him most of all is to be without the material. We 


had it in 194s. We had it aga In Lvov As soon as you c an’t sup- 
ply your customer, he goes elsewhere to find something else that will 
do the ob. 

Now, ugh prices fear of shortage in the 
future, as we have had it in the past, that concerns us. 

Mr. Simpson. Who are the foreign producers from whom you buy ? 
(re they American compa les / 

You do not need to name the companies unless you wish to. 

Mr. Cosret.to. I would like to get the record clear on this point, 
that we are not particularly buyers of foreign lead. Of the prime lead 
hat we buy, and we buy substantial amounts of lead, about 88 percent 
of it is bought domestically. Of the foreign companies that we buy 
from, true foreign companies that are foreign producers, one is an 
American company, as I understand it, and the other is not. 

Mr. Simpson. Well, there are considerable American dollars in- 
vested overseas in foreign production, are there not ? 

Mr. Cosre.Lo. I would presume so, but I have no authority for the 
statement. 

Mr. Srwpeson. You make this statement: 


f 


Under this bill it would be in the interest of foreign producers to restrict pro- 
duction and create a continuing shortage in order to maintain the United States 
price above the base point and prevent the imposition of the additional duty. 

You mean they would deliberately withhold their shipments until 
the price went up? 
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Mr. Cosretio. I don’t think there is any question about it. You 
mean in the short period ¢ 

Mr. Srwpson. Yes; that is right. 

Mr. Cosretxo. Yes; 1 don’t think there is any question about it. 

Mr. Suwpson. Well, would they not do just exac tly the same thing 
when they succeeded in putting the American production here out of 
business ¢ 

Mr. CosTe.yo. Well, I don’t know about that statement. I don't 
think I agree to your premise there, that the American industry is 
going to be put out of yer ieat by a long shot. 

Mr. Simpson. Well, the figures that have been presented to us show 
that minewise, quantitywise, the mines in this country have decreased 
very, very materially, and those that are operating today, American 
production—now let me finish, please—say that they are on a hand-to 
mouth basis. They say emphatically that they cannot continue to 
operate at 10 to 11 cents for their product. Now, I accept that as their 
word. And they say further that—or some of them say—that they 
will have to close down and let their mines fill with water, unless they 
can have some assurance that they can remain in production. 

Now, with that as a backeround, and I am accepting their word on 
that, [ then come to your statement, wherein you suggest that these 
foreign producers will deliberats ly create a condition to foree our 
price up because of scare itv. And I agree with you that that is what 

will happen if we get the American producer out of business. They 
will boost the price as high as the traflie will bear. and higher. 

Mr. Cosretto. Well, you are arriving at the same conclusion from 
a different premise. The premise that I arrive at that conclusion 
from, at least as it was presented in the paper, is based on this: 
that this bill—and this is the thing that we are a little bit concerned 
about concerning it—is a proposal to support, or “support” is maybe 
not a good word, but to protect the domestic busiest, Now, I don’t 
have any quarrel with that. I think it is fine, if somebody can pro- 
tect it forthem. But if you establish a price of 1514 cents, call it peril 
point or whatever, adjusted by cost of living, and under that arrange- 
ment where we are importing half our lead—and there is a good 
demand, and there is bound to be, for domestic, and any foreign is 
backed out because of the duty—then it seems to me that the domestic 
producer is protected under any circumstances. He is going to make 
samanae He is going to have no real gamble in business at all. Be- 
cause I feel that this 1514-cent price is pretty nearly going to peg 
the price. 

Now, then, what does the foreign fellow do? He isn’t particularly 
going to want to sell lead in this market and pay 2 or 3 or 4 cents duty. 
So he will cut the cloth to suit the case, and he will adjust—this is my 
guess at least—he will adjust his production so that he enjoys this 
high price, too. 

Now, that would be fine if the demand for lead was a normal, steady 
demand. But the history is that it is anything but steady. The price 
goes up and goes down. Actually, we get the biggest demand for 
lead when there is strong United States buyi ing, and strong European 
buying coincidentally. 

At the present time there are other factors but there is very little 
European buying. 
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But let’s get this thing back to where everybody is having a fine 
time both foreign and domestic on a price that is up above 151% cents, 
ind then a sudden surge of buying comes in from the European 
market, and we will be short of lead in no time at all. And when we 
get short of lead, we, as consumers, as we see it, are the fellows who 
get in the squeeze on the thing. 

Mr. Smoupson. I gather from the fact that you are buying so much 
domestically produced that you prefer the American producer ¢ You 
want to help him! 

Mr. Cosret.o. We certainly do. 

Mr. Simpson. And you are helping him. But you want him to make 
a living, and keep in business. So you ought to be willing to pay 
enough to let him make a profit? 

Mr. Cosreiio. Well, we are willing to pay it. 

Mr. Smapson. He says you are not. He says, in effect, you are not. 
Because he is going out of production. Oh, I do not mean your com- 
pany, but I mean your industry. 

Mr. Cosreiio. Well, I don’t think the consumer is of the opinion 
that the price of lead ought to be so low that we push people in the 
mining business out. 

We do not believe you should peg this thing on a basis of 1514 cents 
so that every time that European third drops out to suit Europe, 
the price shoots up. We get very little protection on a deal like that. 

Mr. Srmpson. You have had to pay as high as 19 cents a pound, 
have you not? 

Mr. Cosreiio. Well, in 1948, we paid 211% cents a pound and we 
had a 19-cent ceiling in 1951 and in the early part of 1952. 

Mr. Stmpson. What do you pay now? Around 12? 

Mr. Costretito. We pay the going price. It is the only price we ever 
pay. It is 12% at the moment. 

Mr. Simpson. Then do you drop the price of your product corre- 
spondingly ! ¢ 

Mr. Costetio. Well, that is another part of our problem. We are 
not as elastic. You see, this lead thing—— 

Mr. Srwpson. No: I do not understand. That is why I am asking. 

Mr. Cosreiio.—Is a very sensitive one. I don’t know how familiar 
you are with the custom smelting business and how it operates. 

Mr. Simpson. I am not. 

Mr. Cosreiio. But we, in this business, don’t know from day to 
day what we are going to have to pay for lead. The smelters offer 
the lead. If the buyer thinks it is a good gamble to stay out of the 
market, the market drops. It is almost like the stock market. From 
day to day the prices are varying. So we don’t have any indication 
what our prices are going to be. 

In our own business, we can’t do it that way. We have to be con- 
sistent in our prices. So that, within limits, we take the rise, or in 
some cases benefit from the fall, but we try to level off. It is most 
difficult under normal circumstances. 

Now, add to that, under this bill, the proposal that the duty-would 
change every quarter, and we will have the certainty of the sellers 
he siding back out of the market to get the duty off, and our problems 
will home Itiplied by that. 
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Mr. Siapson. I just suggest that if they hold back off the market, 
hey will find new mines open here and new exploration work done to 
h an extent that our production here will increase quite rapidly. 

Mr. Cosretio. There will be a temporary holding back. Because, 
vou see, they have got the incentive. If they hold back in one quarter 
ind the price goes up to 1514 cents, when they come in in the next 
quarter, they have the advantage of advance knowledge of that 
higher price and they don’t have to take the duty discount. So that 

ere will be plenty of incentive. 

Now, I don’t know that they are going to do it, but it is the way I 
figure it out, and I think there are plenty who agree with me, that 
this bill comes close to being unworkable. 

Mr. Stmpson. I would hope the foreign producers on whom we have 
to o depend in time of war and emergency would have a sufficiently good 

iterest in the welfare of this country that they would use other 
business methods than that to deliberately force up our prices. 

Mr. Cosreiito. You want to remember that in the nonferrous metal 
business, the business of buying and selling is a constant game that 
goes on between the buyer and the seller, and the buyer is no better 
than the seller in that regard, and if he thinks he can hold back and 
push the price down, he will hold back as long as he everlastingly can. 
And the thing reverses the other way. We won’t quarrel with any 
supplier who wants to hold back for some period of time. We know 
sometime he is going to have to swallow it or sell it, and that is the 
wavy the business is done. 

Mr. Stmpson. I would hate to depend on those fellows in time of 
war if that is the way they would act 

Mr. Cosreiio. Well; I think they are dependable fellows, good busi- 
nessmen, and they have had to do according to the rules of the game. 

Mr. Srwpson. Thank you, sir. 

The Cuatrrman. We thank you very much for your appearance. 

Mr. Cosretxo. You are welcome, sir. 

The Cuarmman. The next witness is Mr. Veltfort, manager of th« 
Copper and Brass Research Association, New York City. 

Mr. Veltfort, if you will give your name and the capacity in which 
you appear, we will be glad to hear you. 

About how long do you think you will be? 


STATEMENT OF THEODORE E. VELTFORT, MANAGER, COPPER & 
BRASS RESEARCH ASSOCIATION, NEW YORK, N. Y. 


Mr. Veurrorr. I think I can do this in about 15 minutes, Mr. 
Chairman. 

The Cuarmman. You may proceed, 

Mr. Veutrorr. I am Theodore E. Veltfort, manager of the Copper 
and Brass Research Association, 420 Lexington Avenue, New York, 
N. Y. The Research Association is a trade association of the brass 
mills, that is, the concerns that roll, draw, extrude, and otherwis« 
form sheet, strip, plate, rod, wire, shapes, tube and pipe of copper 
and copper-base alloys. It does not include the producers of copper 
or other raw materials used by the brass mills or copper alloy ingot 
makers, Nor does it include the wire mills that manufacture wire and 
cable for electrical purposes and the foundaries that make brass and 
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other copper base alloy finished castings. The principal raw materials 
of the brass-mill industry are copper and zinc, with lead, nickel, tin, 
and other alloying metals being used to a much smaller extent. 

The industry’s shipments have been amounting to between 214 and 
21% billion pounds a year with a value, according to the Bureau of the 
Census, of approximately $1 billion. The industry’s present em- 
ployme nt of production workers totals 29,000. There are about 50 
companies engi aged in brass mill pl ‘oduction with 60 pl ints. 

Most of these plants are located in the section of the country east 
of the Mississippi and north of the Ohio, although in recent years 
plants have been opened on the Pacific coast and in Alabama. About 
three-quarters of the brass mill companies qualify as small companies 
on the basis of the employment standard set up by the Small Defense 
Plants Administration for small companies in the nonferrous metal 
rolling field; that is, those having 750 or less employees. 

Even more important, however, than the overall level of prices of 
copper and zine are fluctuations in the prices of these metals. This 
follows from the fact indicated above that the industry’s markets are 
largely in the building and general industrial fields and buyers of 
brass-mill products in these fields must know, with some degree of 

surance, What the prices of the brass-mill products which they buy 
will be in the month and a half to three months or more that elapse 
between the time they order their brass-mill products and when they 
receive them, in order that they may make reliable plans for the 
marketing of their own products. Brass-mill products are in direct 
competition with similar products of aluminum and steel, and sub- 
stitute products of plastics. How far reaching and how unsettling 
price disturbances can be will be better understood when you realize 
that our products affect scores of thousands of items in our economy— 

erything from common pins to antiaircraft shells. Price is, of 
course, an important factor in this competition, but the relative sta- 
bility of the prices of these compet ing products is an even more potent 
factor in determining the buyer’s choice. 

The industry has been seriously hampered in the past in its com- 
petition with other materials during periods of rapidly fluctuating 
prices of its raw materials and would, if anything, suffer even more 
grievously if the prices of its raw materials and, therefore, its own 
products could not be reasonably stabilized in the future. Because of 
this situation, the fundamental objection of this industry to the pro- 
posed sliding seale tariff provided in H. R. 4294 is that it would tend 
to cause the price of zinc to vary substantially each quarter in an 
unpredictable manner. 

An: ani alysis of the use of our produe ts, as we 1] as of its component 
metals, convinces us that such use is expanding with the growth of 
the population and the raising of the general standard of living. Thus 
over a pe riod of many years the requirements with respect to all these 
materials tend to conform quite closely with the Federal Reserve Board 
Index of Industrial Production. As long as this trend continues, 

nd there seems to be no reason why it should not continue indefinitely, 
these metals will continue to be in such demand that the domestic 
sources of zine will not be sufficient to meet the need. Imports will 
continue to be necessary unless a drastic recession takes place. 

How the price of zinc would tend to fluctuate quarterly may be in- 
dicated as follows: If we take the current price of slab zine at 11 cents 


or 
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a pound ¢ and apply the sliding-scale tariff provision in H. R. 4294, the 
tariff that would apply during the next quarter for slab zine would 
be the present 0.7 cent a pound plus 1 cent, because the price is below 
5.5 cents—the base price provided in the proposed tarifl—plus 1.5 
cents that is, 1 cent for each cent which 11 cents is below the 15.5-cent 
base price, a total of 6.2 cents. If we assume that the foreign pro- 
ducer of slab zine can obtain 10 cents a pound, exclusive of duty, the 
overall price of zine here would be 16.2 cents a pound for the third 
quarter. Sucha price for the zine which we would require from abroad 
would certainly tend to raise the domestic price, and that presumably 
is the intent of the sliding-scale provision. 

Assuming that it would raise the domestic price to 15 cents, it is 
obvious that the tariff for the fourth quarter would be correspondingly 
reduced and the price of foreign zine and domestic zinc would tend 
downward, probably sufficiently to raise the tariff again in the first 
quarter of 1954 and increase the price at which zine can be obtained 
here. It is thus obvious that not only would our industry be subjected 
to a quarterly change in price for the zine it needs, but because of the 
incertain factors involved it would be impossible even to estimate 
vhat those changes might be. The fact that according to this bill, the 
base price of 15.5 cents is itself subject to adjustment in accordance 
with the movement of the Bureau of Labor Statistics Wholesale Com- 
modity Index still further increases the likelihood of substantial quar- 
terly changes in price and accentuates the element of uncertainty 
involved. 

The actual situation facing the brass mills, however, is even more 
complicated than that. There are six grades of zine which are used 
by the brass mills, as follows, each carrying a different price: Special 
high grade, high grade, intermediate, brass special, selected, and prime 
western. These are graded in that order on the basis of purity—that 

s, the zine content as against the content of lead and other impurities. 
W hile the brass mills - ave used all six grades, they have increasingly 

sed the special high grade and the high erade as best ad: apted to most 
modern brass-mill aaa and the quality of the product desired. 
The economy of the use of the various grades, of course, is also affected 
by their relative prices. 

These grades, however, differ not only in price but also in the basis 
of pricing. ‘The price ordinarily quoted for zinc is for prime western 
at East St. Louis and to this must be added the freight cost to the 
point at which the zinc is used. Premiums are added for each suc- 
ceeding better grade. Special high grade and high grade, however, 
are sold on a uniform delivered basis wherever used, and the absorbed 
delivery costs are merged into the grade premium. This complication 
is mentioned me ‘rely to emphasize the additional burden which would 
be imposed by the sliding-seale tariff in the — caleulations which 
must enter into the business transactions of the brass mills. 

Unsettling disturbances in the price structure of our industry will 
inevitably weaken us a against our competition which would retain 
reasonably stable prices for its raw materials, such as aluminum and 
plastics. It would be a tragic legislative result to try to keep the 
employees in zine production on their jobs, only to have more em- 
ployees in zinc-using industries lose their jobs because an impracticable 
price situation for zinc caused a substantial loss in business in the 

2604—52 104 
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ng industries in favor of competitors who rely on substitute 


ind competitive materials 


(nother question is ral ed by the proposed base price of 1514 cents 

provided in the 7 pending bi ll. In 1947 the average price of prime 

e rn zine was 10.5 cents: in 1948, it was 13.58 cents: in 1949, it was 

5 cents. In 1950 until ace it was 13.8 cents, and between June 

of 1950 and June 1952, the price ranged for a time from 17.5 cents to 
19.5 cents, and by June 19, 1952, back to 15 cents. 

he temporary price in excess of 15 cents stemmed from the sud 

len demand following the onset of the Korean war. From June 1952 

and to t] day the price has never again been as high as 15.5 cents. 

Applying the Burean of Labor Statisties index, as the bill does from 

1939 to the present, the ne ‘e should be 10 cents. If we were to take 


the period following W orld Wa r II, for present purposes, say 1947-49 

base, the price according to the bill’s Bureau of Labor Statistics 

should be 13.7 cents. Why, then, should a base price be fixed 

at 1514 cents? Wedon’t understand—and perhaps the committee will 
ot—how such a base price can be justified on the facts. 

This industry believes that the present Tariff-Act provides for an 
orderly investigation and determination of an appropriate tariff and 
f: 
] 
I 


it fails to understand why such available procedures have not been 
uti ized in forestalling any serious dislocations which may be involved 
in the zine-producing industry. There is a vast difference, however, 
1 


between a tariff which is known and which will apply for at least a 
reasonable period in the future and one which fluctuates substantially 
at quarterly intervals, particularly to an industry like ours whose 
products often take months to deliver after they are ordered, and are 
used in industries whose members must have some reasonable stabil- 
ity of prices, at least for the period necessary for them to procure and 
utilize the brass mill products they buy. The industry can adjust 
tself to a known constant tariff, as it has, for instance, to the tariff 
on nickel, which, incidentally, is for revenue only, as there is essentially 
no domestic nickel- — ing industry. 

The position of the brass mill industry in opposition to the pro- 
posed sliding scale tariff provision for zine in H. R. 4294 may then 
be summarized as follows: 

As one of the most important users of zine, it objects to a procedure 
which it believes will cause a constantly and substantially fluctuating 
price in one of its principal raw materials, and which, because of this 
and the uncertainty of prices even a quarter in advance, will disas- 
trously affect the market for its products, and hence also reduce its 
pure ‘has ses of zinc. It ob jects also to a base price apparently arbi- 

trarily arrived at subject to variation on the basis of the Bureau of 
Labor Statistics Wholesale Commodity Index, as such an arrange- 
ment will tend even further to distort the price situation applicable 
to zinc. It is convinced that the arrangement will not realize the 
objective of minimizing unemployment in the zine-producing indus- 
try; that, on the contrary, it would inevitably lead to dislocation in 
the zinc-using industries, and, therefore, necessarily in the zinc-pro- 
ducing industry itself. If one of the purposes of the sliding scale 
ariff is to protect the investment of small mines by having a higher 
ne ‘ice so that they can demand a better market rather than go out of 
business when prices decline, we believe that the proposed tariff is not 
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an effective procedure for attaining that objective. It should be 
obvious that if zine can be produced abroad at substantially lower 
prices than the price demanded in this country and if an unreasonably 
high tariff prevents such zinc from entering this country in that form, 
it will be utilized abroad in the manufacture of zinc-containing prod- 
ucts. These can then readily be exported to this country at attractive 
prices, thus negating the attempt by the proposed tariff to protect 
domestic employment or investment. 

Another point to be considered is the probability that once foreign 
zine which 1s prevented by too high or uncertain a tariff from coming 
here, establishes a firm market abroad, our demands for it when it is 
again sorely needed will go begging. That would not be a new 
experience in the metal-using industries. 

This industry believes that the pending tariff proposal is uneco- 
nomic in fact and unsound in principle, and that it should be rejected. 
Mr. Stmpson (presiding). ‘That completes your statement, sir? 

Mr. Veurrorr. Yes, sir. 

Mr. Srwrson. Are there any questions? 

I believe not, and we thank you kindly for your appearance, sir. 

Mr. Vevrrort. Thank you. 

Mr. Stmpson. The next and final witness, according to my list, is 
Mr. H. K. Hochschild of the American Metal Co. 

Mr. Hochschild, would you kindly take the chair and proceed as 
you see fit, after identifying yourself to the secretary. 


STATEMENT OF HAROLD K. HOCHSCHILD, CHAIRMAN OF THE 
BOARD OF THE AMERICAN METAL CO., LTD., NEW YORK, N. Y. 


Mr. Hociuscuttp. My name is Harold K. Hochschild; I am chair- 
man of the board of the American Metal Co., Ltd., of New York City, 
a New York corporation which owns and conducts mining, smelting, 
and refining operations in the United States and Mexico and has 
minority interests in copper, lead, and zine operations in Africa. 

Mr. Stmpson. You may, of course, be seated, sir, if you prefer. 

Mr. Hocuscuiip. Thank you. 

My brief was filed with the committee. Some of the witnesses this 
afternoon have expanded on subjects that were in my brief, and I 
would like to pass over those very lightly. 

Mr. Simpson. I have before me your brief, and you have asked that 
that be extended in the record, and you may then proceed. 

(The statement referred to is as follows:) 


STATEMENT FOR HOUSE WAYS AND MEANS COMMITTEE 


My name is Harold K. Hochschild. I am chairman of the board of the 
American Metal Co., Ltd., of New York City, a New York corporation which con- 
ducts nining, smelting, and refining operations in the United States and Mexico 
and has interests in copper, lead, and zine operations in Africa. 

Accompanying this report are two graphs which seem to me to prove con- 
clusively that the United States must have lead and zine from foreign countries 
in order to service its manufacturing industries. The chart on lead compares 
mine production and secondary production for lead with consumption for the 
period 1930 to date. This shows not so much that production of lead in the 
United States has declined as that consumption has increased beyond the ability 
of our mines to supply it even with the help of an expanding secondary pro- 
duction. 

The second chart with reference to zine compares the slab zine production of 
United States smelters with the recoverable content of United States mine pro- 
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duction It is clearly evident that the demands of our smelters for raw materials 
have run well ahead of the ability of domestic zinc mines to supply them. It 
should be pointed out that this comparison leaves out of account more than 
100,000 tons of zinc in ore which goes directly each year into the manufacture 
of zinc oxide, lithopone, and zine chloride 

Clearly we must have foreign raw materials to maintain our smelter pro- 


Our country has had tremendous industrial growth which in practically every 


field includ nonferrous metals has outpaced the productive possibilities of our 
mil industries. Our economy, our high standard of living must be fed partly 
by foreign raw materials 

My company has been spending large sums of money for many years exploring 
in the United States for mineral deposits. We have not yet found any new non- 
ferrous metal mines. We do not know of any new production in the United 


States which, in the foreseeable future, could make any substantial reduction in 
the dependence of the United States on lead and zine supplies from foreign 
OUNLTICS 

Everyone wants a healthy mining industry in the United States but an erratic, 
uneconomic, or artifically high price will encourage substitutes for lead and zine, 
thus inflicting permanent injury on the lead and zine mining, smelting, and re- 
fining industries and on the maufacturers who devote themselves to these prod- 
There is good reason to believe that the relatively high prices at which 


lead has sold at intervals during the past 30 years have been the cause of its 
losing much ground to substitutes in various industries, among others in pig- 
ments, in glass and ceramics, and in cable manufacturing. 

enactment of the proposed bill would have a disastrous effect on the economies 
of foreign supplying countries, intensified by the fact that it would be bound to 
disc race estment of United States capital in the further development of 
mineral resources in such countries It would completely contradict the Presi- 
dent’s policy of maintaining goodwill abroad toward the United States and it 


would challenge the concept that as a creditor nation we must let other nations 
earn dollars iu order to make both ends meet and in doing so to buy our goods. 
The proposed duties would repudiate our Government’s foreign policy, one of 
whose main objectives is to make it possible for foreign ceuntries to buy Ameri- 
ean goods The result would be widespread damage among United States manu- 
facturers who are the mainstay of our economy. 

The passage of this bill would be an invitation to extend the same principle 
to other goods and commodities. It would also invite retaliatory action by other 
countries rhe resulting damage to our international trade structure staggers 
the imagination 

Lower wage rates in foreign countries have been stated as a chief reason 
for imposing higher tariffs against the importation of foreign lead and zinc, 
There has been much loose talk on this subject. The principal Canadian lead 
produ Consolidated Mining & Smelting Co., is now paying its miners in 
sritish Columbia an average of $1.71 an hour, Canadian currency, plus 32.8 
cents per hour in indirect remuneration, such as paid holidays, insurance benefits, 
ete This compares with an average wage, including indirect benefits, of 
$1.92 paid in the United States lead and zine mining industries in 1952. 

In Mexico wages are lower, but a comparison with the United States is difficult 
because the productivity while it varies is in general still considerably lower 
than in the United States. The best proof of this is what has been happening in 
Mexico 

It is not merely in the United States that the current low level of lead and 
zine prices has resulted in shutdowns, curtailment of operations and unemploy- 
ment. The same thing has happened in Mexico. The mines of our company there 
are operating at a loss and unless the prices for lead and zine improve sub- 
stantially during the next few months we will have to shut down some of these 
properties. Our smelter and refinery in Mexico treat the output not only of our 
own mines hut of a large group of small Mexican mines. Many of these have 
already shut down, with the result that the production of lead from these mines 
has been reduced by more than 50 percent during the past year : 

These tariffs would damage American foreign policy in another way. By 
shutting the foreign producing countries of lead and zine out of the American 
market and fostering large-scale unemployment in such countries, they would 
put the governments of these countries under great pressure to sell lead and 
zinc to the Soviet and its satellites 


eae 
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Far from the stability claimed by the advocates of this bill as one of its 





benefits, its effects on lead and zine industries would be unsettling. We have 
always had market fluctuations but never the kind of abrupt changes which 
bill would force upon the markets at the end of every quarte vhen the 

tariffs will have to be revised according to the price. Consuming manufactur- 
ers would find that the bill seriously impedes orderly buying and would great] 
interfere with the pricing and marketing of their products. Such sharp and 
irtificial fluctuations would be of benefit only to shrewd prof ial speculators 
and manipulators—in fact, the sliding-scale tariffs might well be rename the 
price-instability tariffs 

Che import duties today are 1%. cents on lead and 70 cents on zine At today’s 
lomestic prices of 1214 cents for lead and 11 cents for zine, the ll would add 
0G cents per pound to lead and 6.2 cents to zine The resultant bill to Ameri 
an consumers would be about $200 million per annum. Many would suffer 
the benefit of the few. 

rhe chief mines which supply the United States manufacturing industries with 


it 
| lead and zine are owned or controlled partly or wholly by United States 
apital and represent the shareholdings of many thousands of Americans. 

One of our United States operations is the Blackwell Zine Co. of Blackwell, 
Okla., which is the largest individual producer of slab zine in the United States 
by the horizontal retort process. Its annual production is approximately 80,000 
tons, or about 9 percent of the United States smelter production of zine. Black- 
well employs over 900 men and depends for its raw materials upon the mine 
production of foreign countries, chiefly Mexico. 

The American lead and zinc mines cannot hope to supply all the needs of 
American smelters and refineries. Hence, our smelting and refining industries 
niust draw upon foreign supplies. The foreign suppliers to Blackwell would be 
forced to turn to European smelters. The higher the tariff on imported ores 
ind concentrates, the more difficult it becomes for United States smelters to 
purchase foreign supplies. The business of smelting and refining zine and lead 

res and concentrates is highly competitive. The very existence of the Black- 
well Zine Co, is threatened if the proposed tariffs are leg 

This bill is trying to turn the clock back 40 years to the time when American 
consumption of lead and zine was still in the modest ranges of tonnage where 
t could be supplied by American mine production. It simply cannot be done 
now. It is the increase in American consumption far more than the decline 
in American production that has made us dependent on foreign lead and zine 

d that dependence so far as we can see now is going to be permanent. 

During the period from 1940 through 1952 imports of refined and unrefined 
lead and zine were about 4,700,000 and 4,500,000 tons, respectively. In other 
words, over 80 percent of our lead consumption and over 26 percent of our zinc 
consumption had to be imported. American mines cannot supply these de- 
ficiencies. Furthermore, out of these imports more than 70 percent of the lead 
and more than 80 percent of the zinc came from our Western Hemisphere neigh- 
bors, Canada, Mexico, and Peru. The bulk of the imports came overland from 
Canada and Mexico. These are the countries on whom we depended largely 
for our lead and zine during World War II and on whom we shall again be de- 
pendent if there is another war. Their ability to supply our needs in times 
of war as well as in peace should not be damaged by a body blow such as this 
bill would be. Their chief market is in the United States and it is vital to us 
that their mining industries remain healthy. 


legislated. 
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Mr. Hocuscuivp. Thank you. 

I would like to call attention to two graphs that accompany the 
brief, appended to it, of production imports and consumption of lead 
and zine in the United States since 1930. 
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They seem to ine to prove conclusively that it isn’t so much that the 
production of these metals in the United States has declined as that 
consumption has increased beyond the ability of our mines to supply 
it, even with the help of an expanded secondary production. 

We must have foreign raw materials to maintain our smelter pro- 
duction. 

I might mention that the graph on zine leaves out of account more 
than 100,000 tons of zine in all, which goes directly each year into the 
manufacture of zinc oxide, lithopone, and zine chloride. 

Our country has had a tremendous industrial growth, which in many 
fields, including nonferrous metals, has outpaced the productive pos- 
sibilities of our mining industries. 

Our economy and our high standard of living must be fed partly 

y foreign raw materials. ; 

In the last 10 years, the company of which I am chairman has spent 

bout $600,000 in the United States, exclusive of head and supervision 

charges, in prospecting for lead and zine deposits. We haven’t found 
iny, any that were economic, and we know of no new production in 
the United States which, in the foreseeable future could substantially 
reduce the dependence of this country on lead and zine supplies from 
ioreign countries. 

In our opinion, enactment of the proposed bill would have a disas- 
trous effect on the economies of foreign supplying countries, intensi- 
fied by the fact that it would be bound to discourage investment of 
the United States capital and the further development of mineral 
resources in such countries. It would completely contradict the 
President’s policy of maintaining good will abroad toward the United 
States and it would challenge the concept that as a creditor nation we 
must let other nations earn dollars in order to make both ends meet 
and in doing so to buy our goods. The proposed duties would repudi- 
ate our Government’s foreign policy, one of whose main objectives is 
to make it possible for foreign countries to buy American goods. 

One of the witnesses that preceded me this afternoon, Mr. Palmer, 
executive director of the Colorado Mining Association, dwelled on 
the fact that many of the foreign mines have high grade American 
machinery installed. He is quite right about that, and they bought 
that machinery in this country from American manufacturers, whose 
prosperity will be very much impaired by a policy of shutting out the 
goods, the products, of the countries to which they sell their 
manufactures. 

The passage of this bill would be an invitation to extend the same 
principle to other goods and commodities. It would invite retalia- 
tory action from other countries. The resulting damage to our inter- 
national trade structure staggers the imagination. 

I certainly agree with the advocates of the bill who have testified 
that the lead and zinc market are sick now, but I disagree with the 
diagnosis. 

In my opinion, there has been an overstimulation of production, due 
to both postwar boom conditions and the Government action, because 
of real or imagined or estimated defense requirements. 

And I might add that now, after having stimulated production for 
defense requirements, the Government, probably through no fault of 
its own, is now changing a number of specifications around from brass 


- 
l 



















































1642 TRADE AGREEMENTS EXTENSION ACT OF 1953 


to.steel, which puts the zinc consuming industry and the zine produc- 
ng industry under an added di tlic ulty. 
Phe second cause of the present situation, I think, is the world dollar 
tage, which temporarily ha eae ibnormal imports into “0 


United States. Th ame world dollar shortage has prevented : 
of consump mo abroad. But if we now put forth Miatntliie 
the way of importing go¢ to the United States, we will merely 
n e that dollar shortag ease depression and unrest abroad, 
t ail ite ne ehboring ountries whose nonferrous metal produc- 
LION, Z ‘and lead included, was a large contribi tory factor in the 


Lower wage rates in foreign countries have been stated as a chief 


reaso tO mposing higher t ffs on foreign lead and zinc. There 
heen se e | ose Tt ilk o1 tn subject. 

Phe principal Canadian lead and zine producer, Consolidated Min- 

ing & Smelting Co... of Canada, 1s now paying its miners in British 


Columbia an average of $1.71 an hour, Canadian currency, plus 32.8 
cents per hour in indirect remuneration, making a total of $2.03 Ca- 
nadian curre} cy, compared with an average wage in the United States 
lead and zine mining industries in 1952. including indirect benefits, of 
$1.92; $2.03 Canadian compared with $1.92 American 

[t is not only the United States mines that are losing money at 
these prices. Our own pee ‘ipal lead and zine mine in Mexico is a 


mine in the State of Zac: as, Which produced last year ores with 
a total metal content of about 24,000 tons of zine and lead combined. 
\t the present time, the cost of producing that zine and lead, in 


Nie ) nae renkeneretat. 

I will be very glad to a that down, to analyze that briefly, if 
Tam request d to do so, after I have finished my remarks. 

That is one large mine in aneubia. 

Our smelter in Mexico also treats the product of a great many small 
mines, and it is really the small mines that make up the bulk of the 
Mexican production of lead and zine. 

During the past vear, because of the decline in lead and zine prices, 
about 353 of these operations have shut down. 

They account, according to their production in the year 1951, for a 
total of about 40,000 tons of lead and about 10,000 tons of zine. 

As pointed out by other witnesses this afternoon, and I share their 
opinion, the effect of this bill on the lead and zine industry will be 
unsettling. It will make for instability rather than stability of 
prices. 

Today’s import duties are 114 cents on lead and $0.70 cents on zine. 
The increase to the prices that would be brought about by this bill 
would add about $200 million per annum to the cost of lead and zine 
to the American consumers. It would be a case of the many suffer- 
ing for the benefit of the few. The chief mines that supply the 
United States manufacturing industries with imported lead and zinc 
are operated or controlled partly or wholly by United States capital 
and represent the share holdings of m: iny thousand Americans. 

I would like to revert for a moment to the effect of the present 
prices on foreign production and quote from a letter that appeared 
in this morning New York Times from Mr. Otto Herres, chairman 
of the National Lead and Zine Committee, who, I believe, has testified 
before your committee. 
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In the letter he Says: 


In Canada there are 12 lead and zine mines closed down, and 1,000 miners out 
of work in British Columbia because of low prices, it was stated in Commons 
ording to a report on April 30 From Australia it is reported that, at the 
price now prevailing, the producer has most of the small value of his zine 
oncentrates wiped out after deducting smelter charges, freight, and other 
ts. 


In those countries as well as in Mex o, the remoteness of the prop 


erties, the heavy freight cost to bring those metals to the United 
States, and in the case of Mexico, the relatively very large taxes im- 
posed by the Mexican Government, offset the low labo costs, 

One of our company’s operations in the United States is the Black- 
vell Zine Co., of Blackwell, Okla. It is the largest individual pro 


ducer of slab zine in the United States, by the horizontal retort pro 


cess. Its annual production is approximately 5U,000 Tons; about 9 
percent of the | nited States mine product on of smelter zine. It em 
; ; 


oys over 900 men. It depends for its r: 
roduction of foreign countries, chiefly Mexico. 


1) iW Inaterlals pon the mine 
I i 

! 
I 


The American lead and zine mines cannot hope to supply all the 
needs ol American smelters and refiner es. These industries must 
draw upon foreign suppliers. 

If they are lx pt out of thi country by high tariffs, the for ign mines 
that supply our plant at Biackwell will | 
to European smelters. The |] 
, the more difficult it becomes for the United State 


nelters to purchase fore] 


} ! 4 
re forced to ship their products 
gher the tariff on imported ores at 


entrate 


on supple 


he business of smelting and refining zine and leé uc ort ind col 
centrates 1s highly competitiy B. The very existence of the Blac K 

ell Zine Co. in Oklahoma is threatened if the propo ed tai are 
legislated. 

We fee] that this I il] is try o to turn t] e clock ba k to 4 pvyea Lo, 
when American consumption of lead and zine was still in the modest 
range of tonnage, where it could be supplied by American mine 


production. In our opinion, that simply cannot be done. It is the 
rease in consumption far more than the decline in production that 
has made us depende nt on foreign lead and zinc, and that dept dence, 
so far as We can see now, Is voing to be permanent, 

During the period from 194 


unrefined lead and zine were about 4,700,000 and 4.500,000 tons, reé 


0 through 1902, imports of refined and 


1 {= 


1 S d 
spectively. In othe words, over 5VU per ent of our lead consumptie 


and over 26 percent of our Zine consumption had to be mported. 
American mines cannot supply these deficiencies. Furthermore, 
out of these imports more than 70 percent of the lead and more thar 


oU percent of the zinc came from Western Hemisphe re neighbors, 
Canada, Mexico, and Peru. The bulk of the imports came overland 
from Canada and Mexico. These are the countries of whom we de- 
pended largely for our lead and zine during World War II and on 
whom we shall again be dependent if there is another war. Their 
ability to supply our needs in times of war as well as in peace should 
not be damaged by a body blow such as this bill would be. Their 
chief market is in the United States and it is vital to us that their 
mining industries remain healthy. 

The Cuarrman. We thank you very much, sir, for your contribu- 
tion here. 








Pa 
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(re there any questions? 

Mr. Simpson. I havea couple of questions. 

The CaarrMan. Mr. Simpson will inquire. 

Mr. Simpson. Does your company have producing mines in 
Canada? 

Mr. Hocuscnixtp. No, sir. 

Mr. Simpson. That is where you state the wage levels are high? 

Mr. Hocusciitp. Yes, sir. 

Mr. Srupson. You do have them in Mexico? 

Mr. Hocuscuinp. Yes, sir. 

Mr. Stmpson. And in Peru? 

Mr. Hocuscuiip. No, sir. 

Mr. Srwpson. At your property in Columbia, you get the zinc— 
you mentioned several countries; [ have lost the page—but Peru and 
Mexico? 

Mr. Hocuscnitp. From Mexico almost entirely. 

Mr. Srwpeson. And it is in Mexico where the cost of production 
you gave as 12.39 cents / 

Mr. Hocuscuiip. Yes, sir. 

Mr. Simpson. With the market price 11 or 12, you cannot continue 
that operation, can you ¢ 

Mr. Hocuscuity. We can’t: no. 

Mr. Srueson. What will you do? Shut down? 

Mr. Hocuscuimp. Yes; unless we get a higher price, we will have 
to shut down. 

Mr. Srarson. Then a too low price will cause the shutdown of this 
property at Blackwell just the same as the tariff might, according 
to your argument, 

fr. Hocuscuimp. Yes: if the price goes low enough. 

Mr. Srupson. That is right. 

Mr. Hocuscutip. That is right; yes. 

Mr. Srarpson. In other words, the market price worldwide is so 
low that even with the cheap labor in Mexico—and I note that you 
cannot make up a comparison of that cost-—— 

Mr. Hocuscnuinp. Yes, sir; I can. 

Mr. Stwrson. You said in Mexico wages are low. If you care to, 
I would like to hear that. 

Mr. Hocuscniip. I would be very glad to enlarge on that. 

Mr. Suwrson. You stated in Mexico wages are low but in compari- 
on with the United States it is difficult. And then you give 12.3% 
as the cost, and that, you now say, is so high that you cannot possibly 
continue to operate the Blackwell property. That, in itself, is very 
conclusive proof to me that the price is too low. 

Mr. Hocuscutip. The price is too low. 

Mr. Srvrson. Right. So, it is a question of how we can get a better 
price for the American producer and the Mexican producer. 

Mr. Hocuscump. The tariff won’t help the Mexican mines a bit. 

Mr. Srmurson. Of course, it would not. But I want to help the 
American man first, and I should think you would. 

Mr. Hocnscrmmp. Well, sir, you were asking me about the interest 
of the Mexicans. 

Mr. Srwpson. I know I was. And you answered it properly. 
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Now, when we had the ceiling price of 19 cents on lead L believe 
that was the amount—and the world price was 30 or 40 or 50 percent 
higher than that, where did you sell your lead? At the 19-cent rate? 

Mr. Hocuscuity. We sold nearly all our lead in the United States 
at the 19-cent rate. 

Mr. Stimpson. At what? 

Mr. Hocuscuitp. Nearly all our lead in the United States at the 
19-cent rate. 

Mr. Srareson. In other words, you, for one reason or another, took 
the lower price when you could have got a higher price? 

Mr. Hocuscuttp. Because we had customers in the United States, 
and we felt it was our duty to keep them — 

Mr. Simpson. Because you were an American citizen, I suppose 
ind interested in winning the war, too. 

Mr. Hocuscnitp. We are an American company. 

Mr. Stmpson. An oe company ? 

Mr. Hocuscuinp. Yes, si 

Mr. Stwpson. But you were under contract here? 

Mr. Hocuscutitp. No. It wasn’t a matter of being under contract. 

Mr. Srwpson. But you did sell it at the price here. 

Mr. Hocnscuirp. A large part. 

Mr. Srurson. Well, the hour is getting late, and I appreciate very 
much your appearance. 

I am not going to ask any further questions, Mr. Chairman. 

The Cuarrman. Mr. Utt will inquire. 

Mr. Urr. I just wanted to ask if the reason for the situation down 
in Mexico is the high severance cost rather than the high cost of labor 
down there. 

Mr. Hocuscuitp. That enters into it, of course. 

Ir. Urr. And I would kind of like to have a breakdown of those 
fioures. 

Mr. Hocuscuitp. I would be glad to give it to you, sir. 

The CratrMan. Without objection, you may insert those in the 
record if you wish. Just so we have them in the record. 

We will look that over later. 

(The information referred to is as follows :) 


Cost oF THE AMERICAN METAL Co.’s AVALOS MINE IN ZACATECAS, MEXICO 


The Avalos mine is the American Metal Co.’s largest mining operation in 
Mexico. Statistics of production during 1952 are: 
Tonnage mined, 144,965 dry short tons. 


Average grade: 4.7 percent lead, 14.8 percent zine, 4.5 ounces silver, 0.01 ounce 
gold; 19.5 percent combined. 

Tons zinc concentrates produced and grade, 32,005 dry short tons, 59.7 percent 
zine. 


Tons lead concentrates produced and grade, 9,025 dry short tons, 70.4 percent 
lead. 
Equivalent to metal production of 17,592 tons slab zinc, 6,164 tons pig lead. 
The present estimated cost of production is 12.39 cents per pound of lead and 
zine, as testified by me. This does not include depletion or depreciation. It also 
does not include a credit of 0.65 cent for silver and gold. Dedueting this credit 
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results in a net cost of 11.74 cents per pound of lead and zinc. The breakdown of 


Cent 
per pound 
La neluding pensiol fe insurance, severance pay, food subsidies, 
re ation i L holiday pa ck leaves, schools, hospitals, et« 


et 52 cost __ 2.64 
ao 5 (actual 1952) 1.54 


' 1 oO a tax irrent rates based on lead 12} 
cents, New York; zine 11 cen East St. Louis) eniagisnsidiealal al 


- 
“~ 
f 


producti entrate stage ane 5. 52 

Smelt d refining costs es . 4.06 

Tr por n cost to Chicage ’ aan! oo OO 
I ds ‘ 0 ‘ per pound ; Zil 0.60 cent pe 

pound Lime n concentrates ) ilar eld 76 

I d delivery nical 12. 3$ 

I ed OD 


of deliver) aii: an ae 


Mexican i me tux, no depreciation or depletion, and 
I ‘ i 
oO ( of t cents, ap] mately 6 cents per pound (over half the 
e | ted States for zine-smelting costs in Oklahoma, United 
S port iti reight thin the United States, and purchases in the 
I S es 
( I er Mexicai ines are approximately at the same level 
( 1 ] etal prices rise because Mexican produc- 
g | { scale according to metal prices. The 
! the the ¢g e! e take of the Mexican Government, and this does 
I é ce t Mexican income tax which is levied separately. 
1? the I ed Siates by all our Mexican units during 1952 totaled 
! $2,267,000 
Cina iN. We k you very much for your appearance, and 
| WK ey y be Vv ine i y¢ l it ig 2. 
We djo int ext Monday morning at 10 o’clock. 


i following material was submitted for the record :) 


Vew ) j V. } Lpril > 1953 
l H | H ‘ 1520 nd H i t 2 ind other b S ( l hg sim il 
) 1 ny I i lit 
li \ 
4 4 jf ’ 
] ki at Washington, D. ¢ 
1) » § The Nati A of Waste Material Dealers, Inc., is the 
{ l trade associatic ctively representing the various branches 
of ( raw-materia nd ry throughout the United States. It has 
‘ I ndustry for more than 40 years The association has 
Q wx , ! { i ions and its membership totals approximately 900 of 
tl y l Lie naustry 
] dit n NAWMD are the metal dealers’ division and the 
secondarv met stitute lhe memb of the association concerned with the 
‘ eS \ ie re} el n volume and gross tonnages the 
largest segment of the waste-ma ia ustry 
| i dealers’ division and secondary metal institute are vitally concerned 
wit] Government action ta n rel n to nonferrous scrap metals, and, 
tl fore he following statement re submitted in behalf of these two organ- 
iv I tion with H. Rh. 4 tf, H. R. 4520, H .. 4462, and other bills 
col : ur ovisions for placing additional duties on the importation of 
secondary and ip lead and 
Since the ttern of secondary and scrap lead and zine, with which the members 
of the meta ealers’ divis ind secondary metal institute are concerned, fol- 
sely that of the primary mmodities, reference in the following state- 
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The legislation which has been introduced in the House to provide a flexible 
luty on the importation of lead and zine appears to be intended by its sponsors 
to stabilize domestic production. However, a careful analysis of the probable 
effects of the bill indicates that, far from assisting in stabilizing the domestic 

rkets, this legislation, if enacted, is likely to create instability 

By the terms of the proposal, the import duties on lead and zine in each quarter 

ild be based on the prices prevailing in the second month of the preceding 
juarter Thus, the prices prevailing in May 1953 would determine the extent 
of the duties in the third quarter of his year. The prices prevailing in August 
1953 would determine the duties in the fourth quarter of 1953. 

Assuming that prices of lead and zinc in May are at approximately the present 


evels, very substantial duties would be in effect in the third quarter. hese 
ncreased duties would tend to drive the prices of metals upward \s prices rose 
in the third quarter, this would mean in turn that the duties to prevail in the 
fourth quarter would be substantially less than in the third quarts 

Unless the basic underlying conditions in the rid metal markets were to 
change, the educed duties in effec in the fourth quartet would cause renewed 


price weakness, thus paving the way for an increase in duties in the first quarter 
of 1954. This pattern of alternating high and low duties in successive quarters 
would continue indefinitely. 

Lead and zine are truly international commodities. The United States market 
eannot be effectively insulated from conditions elsewhere in the world so long as 

e are dependent, as we must be, on substantial imports of lead and zine 

The prosperity of the United States industry requires an adequate supply of 
lead and zine. The domestic consumption of these metals has long outgrown 
the domestic production (by roughly 50 percent). 

Until general conditions in world metal markets improve, the proposed legisla- 
tion would result in 3-month periods of high duties and high prices to domestic 
consumers alternating with 3-month periods of low prices and low duties. Such 
an arrangement is harmful to domestic producers; to foreign producers; to con- 
sumers; to those companies engaged in the importation of lead and zine; and to 
the general public. 

The passage of this proposed legislation would be a serious blow to the lead 
and zine industries in the long run since the extreme instability in prices which 
it would create would eventually promote the use of less desirable materials with 
more stable price structures, 

Therefore, we request that serious consideration be given to the above state- 
ments and that H. R. 42'H, H. R. 4520, H. R. 4462, and other bills containing 
similar provisions in connection with duties on the importation of lead and zine 
not be enacted. 

if. for any reason, the committee considers it necessary to place additional 
duties on imports of lead and zinc, we urgently request that secondary and scrap 
lead and zine be exempted from such additional duties, 

It will be appreciated if you will have this letter made a part of the record at 
the hearing on H. R. 4294. 

Respectfully yours, 
Max M., TerscnH, 
Vice President, Foreign Trade Division. 


ParK UTAH CONSOLIDATED MINES Co.., 
Salt Lake City 1, May 13, 1958. 
Hon. DANIEL A. REED, 
Chairman, House Ways and Means Committee, 
House of Re pre sentatives Office Building. Washington, D Cc. 


Dear Str: lam sending you under separate cover by mail 50 copies of a state- 
ment made by me before the Small Business Committee hearing at Phoenix, Ariz., 
on April 30 last, relative to the hearing on the lead and zine provisions of H. R. 
$294 for the files of your committee members Enclosed copy. 

Very truly yours, 
Paut H. Hunt 


STATEMENT OF PAauL H. Hunt, Vick PRESIDENT AND GENERAL MANAGER ParRK- 
UraH CONSOLIDATED MINES Co., PARK City, UTAH 


Mr. Chairman, members of the committee, and gentlemen, I represent one of 


e small but persistent producers of lead-zine ores operating in the Park City 


mining district of Utal Our annual production in recent years averages between 
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10,000 and 15,000 tons of these 2 metals with a crew of 350 to 400 men. We have 
some 9,000 stockholders scattered through nearly every State of the Union. 
The Park City district has, since its discovery in 1872, produced 15,590,000 tons 
of ore, having a net smelter value of $354,810,000. At no time since its discovery 
in 1872 has there been a complete shutdown of all mines and in the judgment of 


geologists, engineers, and operators, the district under normal conditions of 


balance between prices and costs, has many years of life ahead of it. 

Right today, however, only 1 mine is still operating, which is the lowest 
record in the history of this SO years of continuous operation. 

Working unde: h pressure and a tight schedule as this committee is doing, 


it would be an imposition to burden you with data already furnished or waste 
vour time with long arguments However, if anything is omitted or not made 
clear, I shall be glad to answer any questions I can. 

At your meeting in Denver a week ago, representatives of the Mine, Mill, and 
Smelter Workers Union strongly urged a return to the premium price plan, more 
or less as in World War II, for the encouragement of small-mine owners and 
prospectors, 

A very similar bill to that proposed in Denver, was 8. 2105 introduced in the 
first session of the Sist Congress on June 17, 1949, by Senators Hayden, McFar- 
land, and Malone. We in Park City and throughout the West generally gave 
S. 2105 our full support. However, we went up against a stone wall of opposition 
that subsidies paid any industry in peacetime are economically and fundamentally 
unsound I believe such opposition would be even stronger today. 

When the entire lead industry of this country, large and small producers alike, 
is either shut down, contemplating a shut down, or in uncertainty as to how long 
they can continue operations, we must adopt some other approach than a premium 
price plan for small mines and prospects. 

With the deplorable situation of the small miner, owner, and prospector, and 
with the utmost sympathy for them, I still think the greatest help that could be 
given them would be the assurance there is a market for his ores in this country, 
if he is successful, at prices that will vield a reasonable profit. Without this, all 
the assistance that might be given him is valueless 

The testimony of Messrs. Travis and Larson at your Denver meeting, favoring 
legislation for a premium-price plan, does not by any means represent the think- 
ing of organized labor in Utah. For example, the United Steelworkers of 
\merica, who are the bargaining representatives of the lead-zine miners in that 
State, have had their economists and statisticians from their headquarters in 
Pittsburgh, going over the situation since early in the year. As a result and 
entirely independent of the ideas of management, they came to the conclusion 
the legislation embodied in H. R. 4294, the sliding-scale tax on lead-zine imports 
when the domestic price for these metals is below 15% cents a pound, had the 
most likelihood of passage and would provide the most stability of employment 
for the membership of their union. As proof of this decision, three members of 
this union from Utah are now in Washington and will appear as witnesses at 
the hearings before the Ways and Means Committee on H. R. 4294. 

On the last page of this brief there is a tabulation of data from the Paley 
Commission’s report relative to the production and consumption of copper, lead, 
ind zine in the United States and the free world exclusive of Russia and the 
tellite countries for the year 1950 and the estimated production and consump- 
tion of the United States and the free world for 1975. 

You will note in table I, the United States in 1950 was an average of 66% per- 
‘ent self-sufficient in these 3 metals and it is estimated we shall be only 49 per- 
ent self-sufficient in 1975. Also, the primary production of these 3 metals com- 
25-year period, will show a decrease of only 8 per- 
cent; that is, the report estimates domestic production will maintain its produc- 
ion of 1950. 

You will also note in table IT, it is estimated if the demand for metals in the 
United States and the free world are to be satisfied in 1975, the free world must 
double its 1950 production. In the text of the report it is frankly stated the 
apital required for this doubling of foreign production must be furnished 
argely by the United States. 

The Paley report assumes, therefore, our domestic industry will continue to 

roduce metals for the next 25 years at about the 1950 rate of production, even 

though tariffs are entirely removed and regardless of what may happen to 
prices. In your hearings you have been given data showing what the increased 
mportations of lead-zine in 1952 over 1951 have done to domestic prices. Doing 
ay with all tariffs will add still more incentive to increased imports, lower 





ined, it is estimated im this 
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lomestic prices, and consequently drastically decreased domestic production. 
\s far as reliability to predict 25 years hence, the authors of this report have 
fallen flat on their faces in the first 6 months since the report was published. 

I\very ton by which domestic production may decrease, by that much, increases 

ir dependency upon foreign sources. By the recommendations of the Paley 
commission, if carried out, it is inescapable that some very large share of the 
capital invested in domestic mining must be written off. The report does not 
admit this, but the experience of the past year admits of no other alternative 
lor every $1 we must write off from our investment in domestic mining, we must 
nvest another in foreign mining and we have not entirely forgotten what has 
happened in Bolivia and Iran. 

This rash, theoretical experiment to which the Paley Commission would first 
commit us (doing away with all tariffs on metals) is striking at the Achilles heel] 
of our future economic health and safety. With our 7% percent of the world’s 
population consuming 45 percent or more of the world’s supply of metals, this 
indifference as to the fate of the domestic mining industry in the report and 
this eagerness to build up the foreign industry regardless of how dependent we 
may become, is disturbing to say the least. 

True, the Paley report dangles before us the hope we may be able, as our 
dependency increases, to buy these metals abroad cheaper than they can be pro 
duced at home. If so, this hope is contrary to all our past experience. We 
have at times been dependent on foreign sources of supply for essential ma 
terials. To name only a few—potash, quinine, camphor, diamonds, crude rubber, 
coffee. Did the cost of production of these commodities bear any relationship 
to the prices we were forced to pay? Not the slightest, and our foreign suppliers 
through cartels controlled production and price to earn the maximum profit. 

The law which determines prices is not the cost of production, but the need 
of the buyer. A good example is the recent behavior of copper and lead-zine 
prices. In 1952, demands for copper exceeded by some 10 percent available sup 
plies, with the result foreign copper was held at 3614 cents while our domestic 
prices remained unchanged at 24% cents. A 10 percent insufliciency caused an 
increase of 50 percent in price. In the other direction, lead-zinc was in some 
what excess supply over demand, approximately 10 percent with the result lead 
zine dropped some 40 percent in price. This thin margin of insufficiency or 
excess of supply over demand is multiplied in determining price from 4 to 5 times 

We can exercise no control over foreign production or prices even though every 
dime required to produce a commodity is American money. The only control we 
have is through our own domestic production. Yet we are urged by the Paley re- 
port not to be concerned about whether the domestic industry survives or per 
ishes; let it take its chances in competition with some of the world’s poorest paid 
labor and in some inscrutable way, whichever may win (and this is a matter of 
indifference), it will all work out for the best 





[Excerpts from Paley report. Copper from graphs p. 58 without allowance for scrap. Lead and zine 


I 


from figures in vol. LI including scrap in both production and consumption in United States 


I. United States production, imports, scrap recovery and consumption 1950 and 
estimates for 1975 


{Thousand short tons] 


1950 1975 

Con Self- Con Sel 

roduc : P v * : 

Produ Scrap | Imports} sump- uffi "¢ duc Scrap | Imports! sump- uf! 
es tion ciency pony tior ciency 
Percent Percent 
Copper 900 1 370 1, 270 70 800 1, 000 1, 800 44 
Lead 430 448 565 1, 212 70 300 750 900 1, 950 53 
Zine 618 75 2 382 1, 156 60 700 100 800 1. 600 50 


1 In 1950 imported 100,000 tons copper from foreign stocks, 
2 In 1950 imported 250,000 tons zinc from foreign stocks 


NOTE A verage change for 3 metals: United States primary production, —8 percent; United States total 
consumption, +47 percent 
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IT. Free world production, exports to United States and consumption for 1950 


and estimates for 1975 


( I 1 ( Exports 

I p produc 

tion | tion 

Percent 
( a0) "y > x) 30.0 
| 4 4 4 ”) 0 37. 5 
2 2. 50 800 0 32. 0 

! 
productio +97 percent; free world total 
III. United State nrodu on and consumption con pare d 
( I 4] 

( ( ange Percent 

{ 8 R50 50) 4 
KAR 2 738 61 
7 hs " 140) ) 

T\ Free corld p oduction and consumption compa ed 
( imption 

‘ Percent 0 7 Change | Percent 
( 1 “ m4 / i 940 70 
I | { 1 19 R40 1, HK 660 79 
OO ~ + OO 1. OF i 639 oO 


FARNAM MANUFACTURING Co., ING., 
isheville, N. C., June 8, 1953. 
Hous WAYS AND MEANS C'OMMI ER, 
House of Re presentatives, Washington, D.C 
(Attention: Hon. Gordon Grand, secretary. ) 

(GJENTLE) We as mica fabricators are extremely concerned about the in 
crease in the importing of fabricated mica from Mexico, Japan, Germany, 
england, India, and elsewhere 

Your committee no doubt realizes the strategic nature of mica as an electrical 
insulator in electronic equipment (radar, proximity fuses, guided missiles, air, 
sea, and ground communications), and electrical equipment (electric motors, 
electrical controls, and high-voltage transformers and coils) 

Our Government is stockpiling mica in large quantities, to be prepared for any 
eventuality Mica, being a product of nature, requires a great degree of human 
skill, at every operation, to realize the highest yield in fabricated parts from the 
original piece of mica. One hundred pounds of mica, mishandled, will produce as 

1 pound of fabricated mica, whereas 100 pounds of mica handled by skilled 





if roduce 50 pounds of fabricated mica 
rhere ric stockpile of mica, in terms of finished, fabricated, 
( Ipo! xperienced mica fabricators who are well 
equipped able to fabricate large quantities of mica at the first 
sicn of an ergency 
The ste vile present deficient in condensor film mica, which is being fabri- 
ted outside tl cou try and brought into the United States at prices too low to 
petition by domestic mica fabricator 
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As an example of the price differential between foreign fabricators and 
domestic fabricators, one particular fabricated mica condensor film is brought 
nto this country, duty paid, for $1.80 per thousand pieces. The domestic price 


nn this same part is $2.80 per thousand pieces. This wide and unfair price 
differential prevails on all parts fabricated outside the United States. 
‘he present import duty on fabricated condensor film mica is 2244 percent 


it was formerly 45 percent before it was arbitrarily cut, with no consideration 
for the effect this act would have upon the domestic mica fabricators 

Recommendation.—We strongly recommend that the import duty on all im 
ported fabricated mica be raised to a minimum of 45 percent. 

The present import duty on block, or unfabricated mica is 15 percent plus 
cents per pound. Foreign fabricators do not pay a duty on the mica they 
mport. Their sources for mica are the same as the domestic mica fabricator 
sources. Thus the domestic mica fabricator is at a disadvantage when buying 
riuw material. Domestic supplies of raw mica are so marginal that the 
Government, for its stockpile, is paying domestic miners 10 times the amount 
received by foreign miners for the same type mica 

Recommendation.—We strongly recommend that the import duty of 15 percent 
and 2 cents per pound be entirely eliminated on block mica coming into this 





country. 

We also recommend the elimination of the 20-percent duty on condensor splits 
not fabricated condensor mica). 

The two recommendations set forth will not eliminate the importation of 
foreign fabricated mica. Instead, these recommendations will enable the do- 
mestic mica fabricator to compete on a more equal basis with the low-paid 
labor of foreign countries. 

We, as mica fabricators, have always appreciated the extreme necessity for 
our Government to stockpile mica as a strategic material However, we have 
heen negligent in appraising the effects of foreign fabricated mica on our own 
strategic fabricating industry. 

Our proposals, if adopted, will assure our Government that it will have a vital, 
trong, and healthy mica-fabricating industry to depend upon if the time arrives 
when the strategic stockpile of mica is needed for an emergency 

Yours very truly, 
FARNAM MANUFACTURING Co., INC., 
FE. C. Farnam, President 


ALRECO METAL CORP., 
New York 4, N. Y., May 29, 1953. 
Re Simpson bill zine and lead. 
Mr. Danrew A. REEp, 
Chairman, Ways and Means Committee, 
House of Representatives, Washington 25, D. C. 

Dear Mr. Reed: We would like to offer a suggestion in connection with the 
sliding-scale tariffs which have been proposed in the Simpson bill. 

Although we are importers of metals, we feel that a certain amount of pro- 
tection for the domestic lead and zine refineries in form of increased tariffs is 
well justified. 

(1) TIME BASIS OF VARIABLE DUTIES 


We find, however, that the sliding-scale tariffs in the suggested form are 
extremely clumsy and unpractical and, if applied, would possibly lead to new 
problems. If the sliding-scale tariffs would be adjusted every 3 months in ac- 
cordance with the domestic lead and zine prices, this would reverse the price 
trend every quarter of a year and instead of leading to stability, the prices 
would still fluctuate and the markets would be anything but stable. 

This fundamental error has apparently been recognized by the National Lead 
and Zine Committee whose chairman, Mr. Otto Herres, submitted a new and 
changed proposition in which it is suggested to put the import tax calculation on 
a weekly basis instead of a quarterly basis. We do not think that this would 
solve the problem, because weekly fluctuation of a duty rate could hardly be suc- 
cessfully managed by importers, consumers, or customs officers 

To our knowledge no machinery exists to dea! with weekly variations of duty 
rates, and this period is much too short to take into consideration the usual 
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delays of steamer arrivals, filing of customs entries, etc. In other words, weekly 
variations would definitely prove unworkable and lead to continuous contro 
versies and other very serious disturbances in the import procedure. 

A monthly determination of sliding tariffs would definitely be much more con 
venient to everybody concerned 


(2) PRICE BASIS FOR DETERMINATION OF VARIABLE DUTIES 


If the sliding duties are determined on basis of the domestic prices as pub 
lished in the E. & M. Journal the objection may be raised that in effect the 
domestic refineries can themselves determine the duties by raising the domestic 
zine and lead prices deliberately. In our opinion a fundamental error has beer 
made in tying the sliding tariffs to the domestic metal prices. The new tariff 
is supposed to equalize the difference which exists between the domestic break 
even price and the depressed price at which foreign metal is offered, It is aimed 
at bringing stability to the domestic price level. By making the new tariff de 
pendent on the domestic price, one recognizes as a permanent fact that domestic 
prices will fluctuate in accordance with foreign offers. If we understand the 
new tariffs correctly, their purpose is to avoid just these fluctuations and to 


make domestic prices fairly independent of foreign offers. You will agree with us 
that there is something illogical in this situation and unless our interpretation is 
wrong, we can only assume that the promoters of the sliding tariffs apparently 
have not given sufficient thought to this obvious contradiction. 


We believe that the sliding tariff would really work, if based on actual foreign 
metal prices. The London Metal Exchange provides a fairly accurate picture 
of foreign zine and lead prices. If, to give just an example, a foreign price of £100 
(after addition of freight and normal duty) would be assumed to be equal to 
the domestic break-even price, whereas any price below £100 would be con 
sidered a dumping price, the sliding scale tariffs could be fixed as follows: 


If the London quotation is £100 per ton, or over, no additional duty. 


, 


‘% 1 N per 

If the London quotation falls under erctelha' 
£100 per ton, extra duty ee EO aati 1 
£90 per ton, extra duty 2 
£80 per ton, extra duty 3 
£70 per ton, extra duty a mobi P oie 4 


The actual duty could be established monthly, based on London averages for 
the preceding month. Thus any new duty would apply to the metal which was 
actually sold at the price which forms the basis of the duty, assuming that a 
period of several weeks must be allowed between shipping and arrival date. 

This method would leave domesti¢ prices out of the picture completely. It 
could be assumed that they would move to at least a break-even point and stay 
there. It would also leave the door open for necessary imports and give foreign 
suppliers a sufficient leeway to send their metal here and get even a better re 
turn than now while no sliding tariff exists and prices, are depressed. These 
new duties would thus protect the domestic industry without being prohibitive 
This facet alone should remove the objections raised by the foreign supplying 
countries and make sliding tariffs compatible with the administration’s “Trade, 
Not Aid” policy. 

Very truly yours, 
ALRECO METAL Corp. 
EK. G. Kocu. 


RePusLICAN NATIONAL COMMITTEE, 
Washington, D. C., May 18, 1958. 
Hon. Dantret A. REgp, 
House Office Building, Washington, D. C. 

My Dear CONGRESSMAN: It has been brought to my attention that there is 
pending in the Ways and Means Committee of the House H. R. 4294, which 
provides for a graduated tax on imports of zinc. 

I am writing you urging your support of this legislation inasmuch as it has 
a great bearing on quite a number of communities in New Mexico. This is 
especially true of the area around Silver City, where there are important zine 
mines. I have just learned that as a result of the low price of zine about 700 
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milies have been thrown out of work in that particular area. These men work 
the zinc mines and due to current prices it may be necessary to completely 
ose down the operation at the zine mines. 
The importance of having an adequate supply of zinc in the event of hostilities 
uld seem to justify some protection to the zinc-mining industry in this country 
) that we may be more or less independent in producing our requirements. I 
pe that you will bring this situation to the attention of the members of you 
umittee, and we in New Mexico will greatly appreciate anything you can do 
» insure a better price for this essential metal 
With kindest personal regards, 

Sincerely yours, 


ALBERT K. MITCHELL, 
Vational Committeeman for New Mevwvico 


(Whereupon, at 6: 25 p. m., the hearing was adjourned until 10 a. m., 
Monday, May 18, 1953.) 
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MONDAY, MAY 18, 1953 


Howse or REPRESENTATIVES, 
COMMITTEE ON WAYS AND MEANS, 
Washington, D.C. 


The committee met, pursuant to recess, at 10 a. m., in room 1102, 
House Office Building, Hon. Daniel A. Reed, chairman, presiding. 

Mr. Jenkins. The committee will be in order. Mr. Reed, our dis- 

nguished chairman, is expected momentarily. I will imitate him 
to the extent of starting on time. He has a reputation of always 
starting these sessions right on time. 

The committee has scheduled 22 witnesses for today. Because of 
the long program scheduled, it is requested that witnesses observe 
the 20-minute limitation rule imposed for the presentation of pre- 
pared statements. 

We are honored this morning to hear as our first witness the dis- 
tinguished Senator from the State of Nevada, Hon. George W. Malone. 

Our distinguished chairman is now here. 

The CHarrmMan. Good morning, Senator. 


STATEMENT OF HON. GEORGE W. MALONE, A SENATOR IN 
CONGRESS FROM THE STATE OF NEVADA 


Senator Martone. Mr. Chairman, my name is George W. Malone. 
I am the junior Senator from the State of Nevada. 

Mr. Chairman, before I talk about the 1934 Trade Agreements Act 
and the effect of its possible extension, I would like to compliment the 
chairman on the work he has been doing. 

I have watched his committee work closely from the beginning of 
the 83d session, and I agree thoroughly with the chairman in his state 
ments recommending a substantial reduction of taxes. 

It is the earnest opinion of the junior Senator from Nevada that the 
only way you will ever lower taxes, and it must be done to protect our 
people, is to fix the tax rate on the basis of what the people can pay, 

then allot the respective amounts to the departments in accordance 
with the best judgment of Congress, and go home. 

The CHarrmMan. Thank you, sir. 


CONSTITUTIONAL RESPONSIBILITY OF CONGRESS 


Senator Martone. Mr. Chairman, the discussion on foreign trade 
must be brought back to the point at issue. 
So, Mr. Chairman, I will simply say, at the outset, that it is the 
constitutional responsibility of the Congress of the United States to 
1655 
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regulate foreign commerce, and to lay and collect duties, imposts, and 
excises, commonly called tariffs and import fees. 
Article I, section 8 of the Constitution definitely fixes such respon 
sibility. 
AN EMERGENCY MEASURE 


Mr. Chairman, there can be no question but what it is a constitu 
tional responsibility of this Congress to do the job. 

However, in 1934 a strong-minded President prevailed upon a weak 
Congress to transfer that constitutional responsibility of the legis- 
lative branch of the Government to the executive branch for a period 
of 3 years. This was accomplished through an amendment of title 
[11 of the 1930 Tariff Act. 

The preamble of the act states that it was an emergency measure. 

The Crarrman. Pardon me, Senator. Your expert may sit with 
you at the table. That will be easier for him and will be helpful 
to you. 


PRESIDENT CAN REMAKE THE INDUSTRIAL MAP OF THE UNITED STATES 


Senator Matong. Mr. Chairman, the 1934 Trade Agreements Act— 
named by the catch phrase “reciprocal trade” to sell free trade to the 
American people—provided, first, for the President of the United 
States to enter into foreign-trade agreements with foreign govern- 
ments or instrumentalities thereof, and second, to proclaim such mod- 
ifications of the existing tariffs within a range of 50 percent up or 
50 percent down as he may provide, as he may judge is necessary for 
the purpose of the trade agreement he is about to make. 

Later, I believe in 1945, they amended the act to provide for an 
additional 50 percent, which meant when utilized that the tariffs 
could be lowered a total of 75 percent, and in many cases this was 
done. 

No. 2 is to proclaim such modifications of existing duties and other 
import restrictions or such additional import restrictions, or such 
continuance and for such minimum cabbies of existing customs or 
excess treatment of any article covered by foreign-trade agreements 
as are required or are appropriate to carry out any foreign-trade 
agreement that the President has entered into hereunder. 

The President, under the 1934 Trade Agreements Act can remake 
the industrial map of the United States. 

That is wide authority, Mr. Chairman. This act has periodically 
been extended by Congress and maintained in full force and effect. 


ACT EXPIRES JUNE 12, 1953 


The last extension was made June 12, 1951, for 2 years, and it now 
expires on June 12, 1953. The distinguished chairman will remember 
the junior Senator from Nevada was here before the committee in 
1951. 

Mr. Chairman, the original Trade Agreements Act passed in 1934 
stated as a reason for the transfer of the constitutional responsi- 
bility for the regulation of foreign commerce from the legislative 
branch of the Government to the executive branch as a means of 
assisting in the present emergency, meaning the emergency of 1934. 
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t TRADE AGREEMENT ACT ON A PAR WITH THE NATIONAL RECOVERY ACT 


Mr. Chairman, that was 20 years ago. It was an emergency act and 
so declared, to overcome a depression. Few seem to remember after 

) years that the original 1934 Trade Agreements Act was an emer- 
vencey piece of legislation in the same category with the National 
Recovery Administration, NRA, which was declared unconstitutional. 

Many doubt the constitutionality of any act of Congress which 
hanges the Constitution itself without referring it to the States. 
That is exactly what the 1934 Trade Agreements Act did do. 

There are three branches of Government, Mr. Chairman, expressly 
provided for in the Constitution of the United States—the legislative, 
the executive, and the judicial. 

Phe Constitution of the United States fixes a responsibility on the 


Congress, the legislative branch of the Government, to adjust the 
duties, imposts, and excises, commonly called tariffs and import fees, 


nd to regulate foreign commerce. 

Congress can and did set up the Tariff Commission as an agent of 
Congress and fixed the responsibility on the Tariff Commission to 
regulate such duties, imposts, and excises on a flexible basis, subject 
always to the action of Congress. 

But there is nowhere in the Constitution of the United States where 
it says that you can take a constitutional responsibility of either branch 
of the Congress and transfer it bodily to another branch. And I do 
not believe that the 1934 Trade Agreements Act is constitutional. No 
one has ever tried its constitutionality. They did take the NRA to 
the Supreme Court and it was declared unconstitutional. 


IN ABSENCE OF LEGISLATION, TARIFF REGULATORY POWER REVERTS TO 
rARIFF COMMISSION 


In the absence, then, of congressional legislation extending the act, 
and this is what I want to point out with emphasis, Mr. Chairman, 
the constitutional responsibility for the regulation of foreign com- 
merce reverts to the Tariff Commission which is an agent of Congress. 

Many seem to believe, and the discussions in the newspapers and on 
the radio and television would lead one to believe, Mr. Chairman, that 
it is necessary for Congress to pass something. It is not necessary for 
Congress to pass anything. Enacting legislation as directed has 
become a habit with Congress; that is all. 


TARIFF COMMISSION IS AN AGENT OF CONGRESS 


If you do not extend the Trade Agreeménts Act and do not pass 
any other act the responsibility to regulate foreign commerce reverts 
to the Tariff Commission, an agent of Congress, in exactly the same 
manner as Congress heretofore provided. Only Congress can amend 
or modify the tariff act, but the provisions of the Constitution of the 
United States would then be complied with. 

Mr. Chairman, the Tariff Commission would then automatically 
have the responsibility to fix the tariffs and import fees in the regula- 
tion of foreign commerce, under existing law. In the absence of any 
additional legislation whatever by this body, Congress again assumes 
its constitutional responsibility of regulating the duties, commonly 
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referred to as tariffs and import fees on ‘a flexible basis through its 
agent, the Tariff Commission. The Tariif Commission would then be 
empowered to raise or lower such duties or tariffs 50 percent on the 
basis of fair and reasonable competition—on a fair trade basis with 


foreign nations. 
SPECIAL BILLS 


Referring, then, to the special legis}: — pending before your com 
mittee, Mr. Chairman. the Sunpson the zine and lead bill for 
flexible tariff, the petroleum quota pan the Swiss watch bill, shrimp 
bill, the tuna fish bill, and all of the other special legislation, all 

sume that the President’s power to regulate foreign commerce must 
be extended, together with the power to fix the duties. impost 34 and 





excises, a power delegated to the legislative branch of the Govern 
ment by the Constitution of the United States. Congress should 
accept its constitutional responsibility. 

Mr. Chairman, I understand that there are 39 special bills intro 
duced in the House and Senate to dodge the President’s authority 
prov ided the act is extended—why extend it ¢ 

To the junior Senator from Nevada, it seems beyond all human 
understanding, that after 20 years the Congress can get into a frame 
of mind that it cannot and will not accept its responsibilities delegated 
to it under the Constitution of the United States. 


SPECIAL BILLS HELPFUL IF ACT IS TO BE EXTENDED 


Mr. Chairman, of course if you are going to extend the act, then 
the Simpson bill and all of the special bills, and I understand there is 
a total of 39 of them introduced, to escape the effect of the extension, 
would naturally be of some assistance. 


WILY EXTEND THE ACT-—-WHY SPECIAL LEGISLATION ? 


But I ask the distinguished chairman why extend it, when you 
have an agent of Congress set up with all the complete detail that 
it needs, the Tariff Commission, to which the responsibility reverts 
automatically if you do not take action. Why extend it? 

The Constitution charges the legislative branch of the Government 
with this responsibility, and the Congress transferred that respon- 
sibility to the President 20 years ago as an avowed purpose of assisting 
in the then existing emergency. 

We have had several emergencies since then, Mr. Chairman, in- 
cluding 2 world wars, and it would seem about time that the Con- 
gress should reassume its constitutional responsibility as 1 of the 3 
branches of Government. 


CONGRESS ABROGATED MOST OF ITS RESPONSIBILITIES 


I would say to you, Mr. Chairman, that there is very little left for 
Congress after you transfer the constitutional responsibility to’ regu- 
late foreign commerce and to fix the duties, imposts, and excises to the 
executive branch of the Government. 

About all Congress has left is to make appropriations. It does not 
really have that power left since it appropriates the amount of money 
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the President directs. So you cannot blame the people for asking, 
Why a Congress? ‘That is, if it has no regard for its constitutional 
re sponsibility whatever ? 


NO CHANGE IN EXISTING TRADE AGREEMENTS 


Mr. Chairman, there would be no change in the existing trade agree 
ments made by the President if no legislation whatever is passed b 
the Congress of the United States extending the 1934 Trade Teta 
ments Act—known as the Reciprocal Trade Act. 

The existing trade agreements remain as they are; that is the law. 
Any ope agreement made by the executive (State Department) is of 
3 years’ duration. 

At ne end of that period any party to the agreement, either the 
United States or the foreign nation, may serve 6 months’ notice of 
cancellation. In the absence of such notice, the trade agreement 
remains in full force and effect. Therefore, the absence of any addi- 
tional legislation by Congress is not an emergency at all. 

Nothing that has been done is affected. 

The secretary of State has testified that they have no thought of 
making additional trade agreements. So what reason can there be 
for additional legislation ? 


FAIR TRADE WITH FOREIGN NATIONS BASED ON FAIR AND REASONABLE 
COMPETITION 


Mr. Chairman, what is the alternative? What would you like to 
do? What would I like to do? I would ; say to the distinguished 
chairman of this committee—and when I say distinguished chairman 
I mean just that—I am for fair trade with foreign nations. I want 
the significance of that to be fully realized. 

[ am for fair trade with foreign nations, based upon fair and reason- 
able competition. How do you get it? 

You get it, Mr. Chairman, by the Tariff Commission, as an agent of 
Congress adjusting the duties, imposts and excises, called tariffs and 
and import fees—on the basis of fair and reasonable competition. 

The Executive (President) is not an agent of Congress. If Con- 
gress keeps on delegating power, it will more nearly become an agent 
of the Executive. For 20 years Congress continu: ally transferred wide 
power to the Executive. It has become a habit. That isthe way Hitler 
started in Germany. He did not override the legislative branch, the 
Reichstag gave him the power by their own action. The President 
remakes the industrial map of the Nation through the power Congress 
gavehim. Wecomplain, but do nothing about it. 

We only debate the amount of foreign aid when the President sends 
up the recommendation for $6 billion. We do not point out that we 
have already over-built European industries 160 percent based upon 
pre-World War II. We do not seem to realize that we are now being 
blackmailed by these same foreign nations through the very industrial 
plants built by the American taxpayer. The foreign nations say in 
effect that if we will not divide our markets with them and do away 
with all tariffs and duties to protect our workers and investors, that 
they are going to increase their trade with Russia and Iron Curtain 
countries. 
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It is a threat, Mr. Chairman, and it isn’t even veiled. The Euro- 
pean countries Just completed a trade conference at Geneva with the 
Iron Curtain nations. 


SECRET ECONOMIC CONFERENCES 


I do not and you do not, Mr. Chairman, have the details of the 
OEEC conference held here under the auspices of the Mutual Se- 
curity Administration, headed by Mr. Stassen and attended by rep- 
resentatives of other nations. 

I tried to get into that conference, Mr. Chairman. I was told it 
was a secret conference and I could not get into it. Do you think the 
foreign nations are cooperating with the Congress of the United 
States? Our own State and Mutual Security officials are getting 
ready to operate with the foreign nations in affairs about which the 
Congress knows nothing. 

The New York Times reported what was presumed to be an accu- 
rate report of the OEEC Washington conference. No one knows 
whether it was or not, no other newspaper seemed to have it. But 
what those attending the OQEEC conference were here for was to 
persuade the United States to furnish the money for complete con- 
vertability of foreign moneys, on their fictitious values. And abolish 
all protection for the American workingmen and investors against 
their products produced by the European and Asiatic sweatshop 
labor. 

The alternative is what? The European nations cooperating with 
our enemies, Mr. Chairman. That is not the way real allies operate. 
I have never yet seen any one start to pay blackmail that he did not 
have to shoot the man or leave the country. 


FAIR TRADE WITH FOREIGN NATIONS 


Let us have fair trade with foreign nations—not free trade. Fair 
trade means that the duties, imports, and excises, commonly known 
as tariffs and import fees, would be adjusted by the Tariff Commis- 
sion—an agent of Congress—on the basis of fair and reasonable 
competition. 

The Tariff Commission has full authority at this moment without 
any action by Congress to raise the tariffs 50 percent or lower them 
50 percent, on any product not covered by existing trade agreements. 
That is a restricted area, Mr. Chairman. The only way their terms 
could be altered would be to serve 6 months’ notice that these trade 
agreements were to be canceled, and then the Tariff Commission 
would be back on the beam to regulate the duties on all products on the 
basis of fair and reasonable competition. The reassumption of this re- 
sponsibility by the Congress through its agent the Tariff Commission, 
of adjusting the tariffs and impost fees as provided in by the Constitu- 
tion, on the principle of fair and reasonable competition, again would 
mean that the American workingman and investors would compete 
with foreign sweatshop labor and investors on an even basis for the 
American market, something that Americans are not allowed to do in 
the foreign nations’ market of the world. 
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NO FOREIGN NATION EVER KEPT A TRADE AGREEMENT 


Mr. Chairman, I would say to you now without fear of contradiction 
that no foreign nation has to date ever kept the spirit of a trade agree- 
ment with us. T hey manipulate the price of their money in terms of 
the dollar which is a form of piracy. On the Senate floor when we 
were discussing the etention of the free trade on copper, the junior 
Senator from Nevada put seven different values of the Chilean peso in 
the Record and explained exactly how they were using each exchange 
for trade advantage. They use to prevent or encourage imports or 
exports to any country in which they were interested as might suit 
their fancy. 


UNBELIEVABLE THAT CONGRESS DOES NOT SEE THE SUBTERFUGE 


They might have one price for their peso for the United States on 
. certain product and another price for the sterling bloc, and another 
one for some other nation or combination of nations. 

So when they made the agreement to lower the tariff on certain food- 
stuffs for us, and we lowered 5” tariff on copper, they lowered the 
tariff all right. Mr. Chairman, but they then raised the price of the 
peso in terms of the dollar, took the profit out of the transaction, and 
n effect put the tariff on the money. 

It is unbelievable to me that Congressmen of the United States 

* America, and the Senators, do not know that, or if they know it, 
till vote as they do to allow such agreements to be made. 

They utilize quotas on imports, trade permits, exchange permits, 
specifications, and empire preferential rates. There is no chance for 
the United States to win. Manipulation of currency, quotas, trade 
permits, exchange permits, licensing, and other methods will utterly 
baffle and disillusion any American trader. 

The CuarrmMan. Pardon me for interrupting, Senator. You are 
bringing out that question of getting a license to destroy any con- 
ession that they make. The bic “ye le manufacturers of this country 
were here, and they pointed out that they agreed in England to lower 
the tariff by 10 percent. 

Senator Martone. Also pipe manufacturers and other industries? 

The Cuatrman. Bicycle manufacturers. They in England agreed 
to lower the tariff rate by 10 percent in order to give our people a 
chance, apparently, to get into their market. Then they immediately 
established the very thing you speak of, the license system, so that our 
inanufacturers cannot get one bicycle into their country, not one. 


MANIPULATION OF CURRENCY FOR TRADE ADVANTAGE 


Senator Mavone. Mr. Chairman, they understand foreign trade and 
we do not. They have lived by their wits for a hundred years. 

They have manipulated their currency system for trade advantage, 
which is a form of piracy. They have regulated the amount of goods 
and the kind of goods that can come into their countries through 
quotas, through trade permits, through exchange permits, and every 
other known subterfuge. 

The President, delegating his power to make trade agreements to 
the State Department, takes no account of such subterfuges in the At- 
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lantic. A British controlled country placed certain specifications on 
automobiles that could be imported. Upon examination of the specifi- 
cations it was noted that England made the only car that fit the specifi- 
cations. It looked very innocent in print, and in news dispatches 
there was no restriction whatever, except no one made a car that could 
meet the specifications except the English. 

Mr. Chairman, do not misunderstand me. I am not against the 
English. I admire them. If we could hire one of them and pay him 
a couple of million dollars a year, we would be saving money, because 
they understand what they are doing—while our State Department 
does not understand it. In making treaties or trade agreements our 
Government is like the dog in the fable chasing a rabbit in the hot sun. 
and finally the dog lay down to take a rest, and the rabbit disappeared 
over the hill. Another animal came along and said, “You ought to 
be ashamed of yourself, letting a little rabbit like that outrun you.’ 
He replied, “You don’t understand the situation. I was only run- 
nine for a dinner while he was running for his life.” 

That attitude by Congress spells the difference. I am not so sure 
that that is the answer for the State Department—it has continually 
appeared that they want to divide the wealth of this Nation with the 
nations of the world—and that they have deliberately divided the 

rket of this Nation with countries of the world without any ade- 
quate oa uid pro a of return. 

> the chairman for his suggestion. 

I want to point out again, Mr. Chairman, that fair trade with for 

eion nations must be the objective—that the Tariff Commission, an 


went f Cone! eSS would reoulate the duties, imports, and excises, 
ymmot} aly ‘ known as tariffs and import fees, on the basis of fair and 
naaienatile competition. This flexible basis vives credit for any im- 


provement in world standards, the tariff would come down automati- 
cally whenever such foreign wage-living standards reached approxi- 
mately our own, then free trade would be almost immediate and 
automatic. But such adjustment on a fair-trade principle takes the 
profit out of foreign sweatshop labor. 


COMPETE FOR AMERICAN MARKET 


Mr. Chairman, again I want to emphasize that by adjusting the 
tariffs and import fees on the basis of fair and reasonable competi- 
tion, that is on a fair-trade basis, it only gives the American producer 
and the workingman a chance to compete for his own American 
market. 

It does not give our own workingmen and investors an advantage 
in their own American market. 

There is no such procedure under the 1934 Trade Agreements Act. 
I am asking you to pass legislation. I am asking you not to pass legis- 
lation extending something that was obviously unconstitutional in 
the beginning. Allow the 1934 Trade Agreements Act to expire on 
June 12; let the Americans compete with foreign nations for our own 
American market on an even basis. That is all I am asking, just a 
fair-trade basis with foreign nations. No nation in the world, Mr. 
Chairman, allows us a fair-trade basis in their home market. 
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EQUAL VALUE FOR EQUAL VALUE-—QlI ID PRO QUO BASIS 


This would mean, then, Mr. Chairman, foreign trade on a quid pro 
quo basis, foreign exchange on a world-market basis, equal value for 
equal value. 

WHY DIVIDE OUR INDUSTRIES? 


Why does the President want to retain this power to divide Amer 
ican industries with foreign nations? How much of each industry 
does he want to give the foreign nations? Is he going to give 10 
percent of the bicycle industry, 15 percent of the crockery industry, 
50 percent of the mineral industry 4 

How is the President going to judge how much of each industry to 
give Europe and Asia and how can anyone be a judge, Mr. Chairman é 

You cannot be a judge because the human mind cannot encompass 
all of the details and factors affecting an economic structure such as 
ours. 

Will you say we will lower the tariff on bicycles 10 percent or 5 
percent. It may mean giving all of the industry away?’ It certainly 
means giving it all away unless the producers can lower their wages 
and write off their investment to meet the competition. 

The reason Mr. Roosevelt and Mr. Truman could handle this situ- 
ation, in lowering the tariffs and giving away certain industries and 
allow increased imports like butter from Denmark and Sweden, and 
wheat and potatoes from Canada and many other imports is because 
they paid subsidies out of taxpayers’ money to keep the American 
producer in business. 

We said, Mr. Chairman, that we were going to lower taxes. You 
cannot lower taxes and pay subsidies to every industry that you injure 
through such manipulation—thus keeping them in business on our 
wage standard of living. 

You have to make a choice, whether or not we are going to lower 
taxes, or are we going to keep high taxes and pay subsidies to business 
when we give their markets to Europe. They are suggesting that we 
set up schools to train workers that are out of work for another job, 
because free trade eliminated or cut down their industry. What 
other jobs, Mr. Chairman? ‘There is no industry in the United States 
of America that you cannot take our machinery and lower-paid Euro- 
pean and Asiatic labor and import the products at a lower cost than 
you can manufacture them here on our wage standard of living. 

All of this talk about our knowledge and our machinery and that 
we are more efficient than they are is so much hogwash. I was in 
South Africa, Mr. Chairman, in 1947. I traveled in a plane over the 
deposits of manganese and chromite. You could see them from the 
plane. I could have obtained a concession to mine chromite and 
manganese. If I had been 20 years younger and not in the United 
States Senate, I probably would have stayed. I have been in the 
engineering business for 30 years. What kind of machinery would 
1 put in there, Mr. Chairman? I will tell you. It would be a better 
plant than we would have in the United States because I would have 
all of those plants as a pattern and new machinery and methods. 

Then I would take a few shifters and superintendents out of the 
mining area and work that 40-cent-a-day African labor. It might 
take 3 or 4 of those laborers to produe e as much as a $10-a-day worker 
in this country, but you can use 5 or 6 of them and still have $7 left. 
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EQUAL EXCHANGE OF MAN-HOURS IS THE GOAL 


So I say to you, Mr. Chairman, I cannot see why any President 
would want to take the responsibility in trying to lower taxes and 
cut off subsidies and then decide how much each one of these industries 
he is going to give the foreign nations—no President can survive that 
job. 

Mr. Chairman, we must put foreign trade on a basis of equal 
exchange of man-hours. Let me just leave this thought with you. 
[f we mean what we say in trying to help foreign nations and still 
insist upon bringing in more man-hours than we export from any 
nation, soon that nation must slow down its purchases from us or 
we must give them money to buy our stuff, as we have been doing since 
World War IT. 

Mr. Chairman, through free trade, so-called reciprocal trade—the 
phrase was invented to sell free trade to the American people—the 
two words do not occur in the act itself. 

It was never intended to be reciprocal and that is not the effect 
of its application—it is a division of the wealth, world socialist action. 
Through free trade we are encouraging the foreign nations to hold 
down their standard of living, since they profit by the difference 
between the sweats en: ins production in their country and what 
the market will bear here. Whereas, if we make up that difference 
by adjusting the duty or tariff, so that they pay that difference of 
the cost of production into the United States Treasury, Mr. Chairman, 
they will not pay that tariff very long. 

They will go back and raise their wage standard of living. They 
will let it raise in the colonial areas including Africa, the Malay: in 
States, and Indochina and create a market of their own goods. 


THE WAGE-STANDARD OF LIVING 


That is what we have done in this country over a period of 75 or 100 
years—continually raised our wage-standard of living and created a 
market. 

Mr. Chairman, we had the instance of the grandson of one of the 
great men of this Nation saying that he was for free trade—Mr. 
Henry Ford II. 

His grandfather probably rolled over in his grave. Henry Ford 
was the one who saw there were not enough wages being paid to en- 
able the employees to buy the Fords that “were being manufactured, 
so he woke up one morning and said $5 is the minimum wage from 
now on. About $2.75 or $2.50 had been the average wage before he 
made that announcement. Everybody thought he was crazy. But 
he said “they can buy my Fords on the new wages.” 

What is Mr. Henry Ford II doing now? That is, the third genera- 
tion? He has his plants i in Engl: and, in Canada, in France and in many 
other countries. He is paying $3 wage in England, and shipping the 
Fords back here. In Las Vegas, Nev., there is a flock of them for hire. 
If you land there in a plane and you want a car and do not specify 
what you want, you will get one of these English Fords. And they 
are products of good workmanship, too. No one could compete with 
them. The big business of this Nation grew big enough under pro- 
tection, Mr. Chairman, to the point that now the world is their oys- 
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ter—they can put their plants behind the sweatshop labor curtain and 
under the suggested free trade, furnish the American market. 

That is the reason you find the United States Chamber of Commerce 
and the National Manufacturers Association for free trade. I will 
debate that question with anybody any place, on the street corner or 
the Senate floor or here or anywhere else. 


BLAME IS WITH CONGRESS—NOT THE INDUSTRIALISTS 


I do not blame these people. I do not blame Mr. Ford, I do not 
blame Mr. Jim Rand, of the Remington-Rand Typewriter Co. I do 
not blame these automobile companies and the other industries for 
putting their plants behind the low-wage curtain and shipping their 
stuff back here. 

I blame the Congress that passes the laws, that makes it necessary 
or profitable for them to do that, and by doing so whips the ears off of 
the workingmen and investors in this country. 

It is a conspiracy to destroy American labor and the investor who is 
confined to the markets of this Nation. That is what it is. So I say 
to you again, Mr. Chairman, we are simply encouraging them 
through our free-trade policy, to hold their wages down since they 
profit by that difference Sinies the sweatshop labor cost of produc- 
tion and what the market will bear here, whereas if we make up that 
difference by adjusting the duty or tariff, then they may as well pay 
the wages there. 

We should take the profit out of the European sweatshop labor 
products in the American market. The fair-trade basis will do it. 


EUROPEAN NATIONS DO NOT TRADE WITH EACH OTHER 


[ want to point out to you, Mr. Chairman, that the countries of 
Europe do not trade freely with each other. You cannot sel] an Italian 
orange in Belgium, or Belgium steel in Italy. They really build up 
the barriers. Their living standards are near enough alike so they 
could become powerful—they could have a United States of Europe 
like we have a United States of America if they would trade with 
each other. ‘They will never do it as long as they can get the $6 billion 
or $8 billion or $10 billion a year from the United St: ites—and as long 
as they can divide the American market among them. 

Mr. Chairman, that brings us, of course, to where you have another 
hoax perpetrated—a dollar shortage. 


THE DOLLAR SHORTAGE 


Of course, there is no such thing as a dollar shortage except when a 
nation or a man spends more than he currently earns. That is what 
makes the dollar shortage. I have it periodically. I would not be 
surprised but even the c chairman has a dollar short: age at times. Sup- 
pose we did not give them the $6 billion and simply said no to each 
of these nations. Let them buy whatever they need, within reason. 
Conduct our business like a bank, which keeps track of a man’s credit. 
if 1 want to borrow a thousand dollars and the chairman wants to 
borrow a thousand dollars, one of us might have to put up more secu- 
rity than the other. The bankers know our earning power. We should 
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conduct business with the nations of the world in the same manner, 
and within reason take their money for what they purchase, and take 
it on the basis of its current value on the world stock exchange, not at 
the rate of exchange they say their money is worth at the fictitious 
value. Then when we buy goods from those nations take their money 
and pay them on the then current rate of exchange on the world 


market. There is nothing wrong with this plan, Mr. Chairman, 
except it would not be giving them the heart’s blood of American 
taxpayers. That, of course, it would not be doing. 


Mr. Chairman, take the sterling bloc. We buy gol 1 from South 
Africa and chromite and manganese; we buy wool from Australia: we 
buy wheat from Canada. Simply pay for these products with the 
same pounds we took in payment for goods previously sold them. 

Mr. Chairman, what is the reason that they do not want to take 
the pounds for the wheat from Canada, the wool from Australia, and 
the manganese from South Africa and all the rest of these materials 
that they can produce? They can pay us in their own money and 
iccept it for their goods. 


OVERBUILIT EUROPEAN INDUSTRIES 


It is the American workingman that is on the chopping block 
exporting the jobs to foreign countries and taxing him to build up 
his own competition in European industrial plants. 

Mr. Chairman, we overbuilt European industries. Everybody 
must know that. They are now 160 percent of prewar production. 
They are selling to our actual and potential enemies and have been 
doing that since the World War LI. 

Mr. Chairman, in 1949 I put into the Congressional Record 96 
trade treaties that the 17 Marshall-plan countries had with Russia 
and Tron-Curtain countries, selling everything from tool steel, en- 
gines, and trucks, everything they needed to destroy us. 


FAIR TRADE>—QUID PRO QUO BASIS 


The flexible duties and tariffs adjusted on the basis of fair and rea- 
sonable competition, credit being continually given for improved 
world wage-living standards, means that when such world standards 
approach our own, then free trade is the almost immediate and auto 
matic result. It is up to them. 


PEOPLE TAKE IT BECAUSE CONGRESS VOTES FOR IT 


In closing, Mr. Chairman, I wish to point out that the amendments 
that we have periodically put into this Trade Agreements Act are 
not effective and makes no difference in the final result. One of the 
amendments was the peril-point clause. What is the peril point? The 
peril point is determined by the Tariff Commission. The State Depart- 
ment may or may not pay any attention to it. Let us say that the peril 
point is determined by the Tariff Commission—that it is correct at the 
moment on a particular industry, and they do use it in their trade 
agreement with a particular foreign nation. Then minutes after the 
trade agreement Is signed, an adjustn ent can be made by the foreign 
country in the price of their mone y in terms of the dollar and nullify 
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the agreement overnight. They simply put the t: iriff on their money. 
They use quotas and trade permits—exchange permits and the tr: ide 
agreement—the peril point is simply a delusion. But mostly it is 
the price of money it can be changed immediately. And the whole 
agreement is thrown entirely out of gear. 

It is a hoax on the American people becaus se they think they are 
being protected. The sy do not see how the Senate and the C ongress 
could vote for it if they did not believe it themes lves. 

The escape clause is a delusion—you know how that operates. The 
President can use it or he may not, at his option. Lut if he does use 
it the foreign countries party to the agreement are entitled to do so 
many thing that it is better never to have agreed in the first place. 


58 PERCENT OF AGRICULTURAL PRODUCTS NO SUBSIDY IF WE HAVE TARIFF 


Mr. Chairman, 80 to 85 percent of the mae products of this 
Nation do not need a subsidy if we have a tariff on a basis of fair and 
reasonable competition. Let me remind you about the potato fiasco. 
We painted them blue and fed them to the hogs, and bought kerosene 
to burn the remainder. We filled the caves full of dried eggs that we 
brought in from China at about the same time. Then we gave them 
to the people of Europe. 

Now we nue the same storage space full of butter. We are still 
buying the butter at 90 percent parity, and half the families of 
America are eating oleomargarine. 

The substitute for butter may be all right—but it is not butter. So 
when the Government pays subsidies, Mr. Chairman, the purchaser 
L tually pays nanen more than is necessary. We de stroyed the pota- 
toes and dried eggs—now I suppose we will have to de ‘stroy the butter, 
since a lot of it is ‘getting rancid. 


EASY TO PAY SUBSIDIES—BUT EMBARASSING TO DISPOSE OF PRODUCT 


It is easy enough, Mr. Chairman, to use the taxpayers’ money, 

long as it lasts, to buy up the products—it is easy enough to shoot 
a man, too, you know. but it is disposing of the body that gets every 
body into troub le, and that is what is getting us into trouble with all 
of these stored commodities, 


FAIR TRADE WITH FOREIGN NATIONS 


Mr. Chairman, I am for fair trade with foreign nations. I am for 
allowing the Trade Agreements Act of 1934 to expire without passing 
any legislation whatever 

Of course, if you are going to extend the 1934 Trade Agreements 
Act, you have to amend it. The Simpson bill is the best I have seen, 
if vou think you have to extend it. 

But what got us into this rut? Why do we think we have to extend 
a 20-year-old act which was listed as an emergency to start with? For 
a 5 years, Mr. Chairman, your party and mine, has been for protecting 
the workingman and the investor through a tariff or import fee ad- 
justed on a fair-trade basis with foreign nations. 

The Constitution of the United States calls them duties, excises, and 
imposts, and they are adjusted to make up that differential of the 
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cost of production between the wage standard of living here and 
abroad. 

Chat is all it ever was. No one it for a high tariff or a low tariff 
or for building a fence around the United States. What we offer and 
what you have in the 1930 Tariff Act is the power of the Tariff Com- 
mission to adjust tariffs or duties on the basis of fair and reasonable 
competition, 1f you let it alone, is a policy that every business in 
America, workers and investors must them compete with foreign 
nations on an even basis for their own market. I ask you, Mr. 
Chairman, can any foreign nation ask for more? 

Phe CHAIRMAN. Does that conclude your statement, Senator ? 

Senator Matone. Yes. 

The CuatrMan. We certainly thank you for the presentation you 
have made on this very \ ital subject. 

Are there any questions! The Chair hears none. We thank you, 
sIr. 

Senator Matone. Thank you, Mr. Chairman. You have been very 
courteous. 

The Cuarrman. Senator, do you have anything you wish to extend 
into the record ¢ 

Senator Martone. I ask permission, Mr. Chairman, to revise and 
extend the record because of talking off the cuff. 

The CuamrMan. Without objection, it is so ordered. 

Senator Matone. Thank you. 

The next witness is the Honorable Kenneth B. Keating, of Roch- 
ester, N. Y. 

We are very proud to have you here. You are almost a neighbor 
of mine, and a very distinguished servant of the people. 

Mr. Keatine. Thank you very much for those kind words, Mr. 
Chairman. I appreciate this opportunity to appear before your dis- 
tinguished committee. 

The CuarrMan. Will you give your name and capacity in which you 
appear for the record ¢ 


STATEMENT OF HON. KENNETH B. KEATING, A REPRESENTATIVE 
IN CONGRESS FROM THE STATE OF NEW YORK 


Mr. Kreatine. My name is Kenneth B. Keati 
in Congress from the 38th New York District. 

The CuarrMan. Do you have a written statement ? 

Mr. Kratrne. I do, Mr. Chairman. There are copies available for 
allofthemembers. I do have another committee meeting at 11 o’clock 
and will therefore condense somewhat the material in this written 
statement. 

Mr. Chairman, there can be no doubt that the legislative branch 
of the Government has the power to impose and to regulate tariffs on 
imports. The basic question in issue here is whether or not the Con- 
gress chooses to exercise its powers in this regard or to delegate them 
to an administrative body. 

The late, esteemed Senator from Michigan, Arthur H. Vandenberg, 
sat as a Member of the Congress which wrote the Smoot-Hawley 
Tariff Act. Speaking of his experiences in that regard, Senator 
Vandenberg said: 


ig, a Representative 
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Tariff ratemaking in Congress is an atrocity. It lacks any element of eco- 
nomie science or validity. I suspect the 10 Members of the Senate, including 
myself who struggled through the 11 months it took to write the last congressional 
tariff act in 1930 would join me in resigning before they would be willing to tackle 
another general congressional tariff revision. 

Because of the complexity of the subject of foreign tariffs and im- 
port duties, and because of the complicated series of laws pertaining 
to this subject, it is my belief that in the short time remaining before 
the expiration of the present act, the Congress cannot do the com- 
prehensive job which is required in reexamining tariff policies. Un- 
fortunately, predecessor administrations did not see fit to conduct 
such a comprehensive reexamination and reevaluation of the tariff 
laws after the passage of the original Reciprocal Trade Agreements 
Act in 1934. It behooves us in this Congress to do so, but it will be 
a lengthy process. 

When we recall that the hearings incident to the passage of the 
Smoot- Hawley Tariff Act required 11 months, I think that we would 
be deluding ourselves to think that we can, in the short time available 
before the expiration of the act, do an independent or comprehensive 
job. Therefore, I have introduced H. R. 4594 which is not to be con- 
fused with H. R. 4294, and which did not have any design in that num- 
ber, I can assure you. 

The CHarrman. Have you a copy of your bill? Would you like to 
make it part of the r ‘ecord ? 

Mr. Kratina. Yes, I would like to make it a part of the record at 
this point. 

The Cuamrman. Without objection it is so ordered. 

(The bill referred to follows :) 


[H. R. 4594, 83d Cong., 1st sess. ] 


A BILL To extend the authority of the President to enter into trade agreements under 
section 350 of the Tariff Act of 1930, as amended 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That this act may be cited as the ‘Trade Agree- 
ments Extension Act of 1953.” 

Sec. 2. The period during which the President is authorized to enter into for- 
eign-trade agreements under section 350 of the Tariff Act of 1930, as amended and 
extended, is hereby extended for a further period of 1 year from June 12, 1953. 

Mr. Keating. It is 1 sentence long and it simply extends the 
existing law for 1 year. As the members of the committee know, this 
is the action requested by the President. 

The bill introduced by the distinguished gentleman from Pennsyl- 

vania (H. R. 4294) would deprive the P1 esident of the disc retionary 
powers which he now has with regard to recommendations of the 
Tariff Commission and would, in effect, make the recommendations of 
the Tariff Commission mandatory. Also, this bill would introduce 
exceptions for certain products imported from abroad, such as resid- 
ual fuel oil, lead, and zine. 

Anyone familiar with tariff legislation will know that when excep- 
tions are made for any one pr oduct the floodgates are open for excep- 
tions for other products. I am sure that every member of the 
committee and most Members of the Congress can make a strong case 
for some product which is produced in his district. But if we under- 
take to do this at this time, we will be in the middle of a logrolling 
operation which inevitably will result in emasculating the entire 
reciprocal trade agreements program. 
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Perhaps a majority of the Members of Congress may wish to re- 
issert the right of the Congress to write tariff legislation. Perhaps 

majority of the Members of Congress will feel as was suggested by 
the Senator from Nevada: That no action should be taken, so that the 
matter will revert to its status before the act of 1934 was passed, but 
I do not think that such a basic and far-reaching decision should be 
undertaken without the most thorough, comprehensive study and 
debate. As I have said, this cannot be done in the time remaining. 

The United States, since the time of the First World War, has 
consistently exported more than it has purchased from abroad. This 
trade imbalance has amounted to more than $100 billion. This makes 
us a creditor Nation. We insist that we shall be paid for our exports. 
In order to do this, other nations must have dollar balances from 
which the y can pay our exporters. This presents a most complex 
problem. The renewal of the present Reciprocal Trade Agreements 
Act is not a final answer to the problem, but I believe that it is the 
inevitable step required to keep the situation from deteriorating until 
we can have the thorough study which the President has recommended 
of our overall foreign-trade economic policy. 

Under the present Reciprocal Trade Agreements Act, the Tariff 
Commission sets peril points which reflect its judgment of the extent 
to which tariff reductions may not be made in future trade-agreement 
negotiations without causing or threatening serious injury to a do- 
mestic industry. Under the provisions of H. R. 4294, a tariff reduc- 
tion would be “perilous” if it resulted in any injury to any domestic 
producers—as distinguished from a domestic industry as a whole—or 
in any unemployment. This would seem to me to penalize efficient 
producers in a given industry in favor of less efficient producers whose 
production costs would be materially higher. It revises the premise 
now incorporated in the law which looks at an industry as a whole 
rather than taking into account individual producers within that 
industry. 

Also, under the provisions of H. R. 4294, any increase in imports 
which might be anticipated from a tariff reduction would have to be 
regarded as evidence of injury. The President would be deprived of 
all discretion in these matters. 

Moreover, the provisions of the bill which in \pose rigid and absolute 
quotas on imports of crude petroleum and which would increase exist- 
ing tariffs on imports of lead and zine would actually violate existing 
trade agreements on these commodities which have been negotiated 
yursuant to the provisions of the present law. 

I believe it is the wish of a vast majority of the Members of this 
Congress that we should, as soon as possible, substantially decrease 
our foreign-aid program. If at the same time that this were cone, 
we made it increasingly difficult for the free nations of the world to 
find domestic markets for their products, their economy would be 
doubly affected in an adverse manner. This would inevitably be 
manifested in vastly reduced appropriations for national defense. 
You can readily imagine the effect this would have upon thé whole 
NATO defense program and the will of other governments around 
the world to resist threatened Communist aggression. Moreover, it 
would lend credence to the Communist charge that we are not con- 
cerned with the economic welfare of those countries which have shown 
a disposition to resist Communist aggression. 
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I want to say right here and now, of course, that we are—and all 
of us are, including all the members of this committee. Such a re- 
sult would, of course, be reflected in the necessity for a vast increase 
of our own armaments. Such a necessity would be utterly incon- 
sistent with the desire to reduce defense appropriations. 

In a letter to the Convention of the National Council of the League 
of Women Voters, President Eisenhower on April 21 said: 

The economic strength of the free world is the indispensable basis of our joint 
defense efforts and hence of our very survival. 

In that letter the President again re ‘commended the extension of the 
existing law for 1 year and promised that in the interim— 
an intensive study will be made of our whole foreign economic policy. 


We cannot afford to overlook the fact that there is not a nook or 
eranny in the United States that is not affected by our international 
trade. Our cotton farmers, our wheat farmers, our tobacco growers, 
our rice producers last year marketed approximately 40 percent of 
their crops overseas. Our apple, orange, raisin, and prune producers 
also rely heavily on foreign markets. I myself was surprised to learn 
that exports of just these agricultural products require the use of 
about 60 million acres of American farmland, an area larger than 
the cultivated acreage of all our Southeastern States. The produc- 
tion of these 60 million acres meant export sales valued at $3.4 billion 

wr the American farmer in 1952 

Members of this committee might be interested to know what a vital 
stake the various States have in expanded foreign trade. New York, 
my home State and the State of the distinguished chairman of this 
committee, send abroad approximately $400 million worth of 
industrial exports each year, and that is not just from New York 
City. The larger part of that production is located in upper New 
York State. Over a million New York workers, or 65 percent of the 
total industrial workers in the State, are employed in those prosper- 
ous, high-paying industries which have an important stake in the 
export market. Approximately $40 million worth of agricul- 
tural exports are shipped abroad from New York farms 

Or take Ohio, where annually approximately $420 million 
worth of industrial exports are produced, That exceeds New York 
State. Over 800,000 workers, or 69 percent of the labor force of Ohio, 
are engaged in those industries which produce products in which the 
United States has a vital export interest. Ohio farmers produce ap- 
proximately $100 million worth of agricultural products, such 
as corn, Wheat, oats, soybeans, tobacco, and hogs, which we ship to 
friendly countries of the world. 

There follows in my prepared statement, Mr. Chairman, figures 
from Pennsylvania, Nebraska, and Illinois, and I ask leave to revise 
and extend my remarks. 

I could go on to cite the importance of international trade to Iowa, 

Washington, to Mississippi, to Massachusetts, to Connecticut, to 
Tennessee, to Missouri, to California, or Wisconsin, but time does not 
permit. The statistics, however, are readily available. The point 
I want to make is that we cannot sell abroad if we do not let our 
customers earn dollars to pay for our goods. 

I am happy to note that recently important groups of businessmen 
have urged an increase in balanced United States trade with the 
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countries of the free world. In addition, the American Farm Bureau 
Federation, the Grange and other farm groups, have urged the con- 
tinuation of the reciprocal trade policy. The CLO and various unions 
of the A. F. of L. have also taken a similar position. 

Repeatedly, we have requested the free countries of Europe and Asia 
to limit their trade with the Lron Curtain countries. Considerable 
progress has been made in this regard, not enough, however, in my 
book. As a result of our overtures, the Red Chinese Government has 
been deprived of much of the strategic material necessary to continue 
the waging of war. They should be deprived of all. However, 
we must remember that in withholding such trade from the Communist 

‘ountries, the friendly governments of Europe and Asia are losing a 
\ velonlile' market. This loss must be made up somehow, either through 
increased grants or increased trade, if they are to maintain a solvent 
economy. I think that we here are all agreed that we do not wish 
to increase our foreign aid. Therefore, we must make available, con- 
sistent with a sound protection for our own industries, American mar- 
kets, so that those commodities which would ordinarily be marketed 
in the Communist countries may find consumers who are willing and 
able to pay for the products. 

Certainly, if we were to increase tariffs, which would be the effect if 
H. R. 4294 were to be passed by the Congress in its present form, 
the inevitable effect of the passage of suc h a bill wouid be to convince 
all of the free countries that thay had no alterantive except. to ship 
to the Communist-bloc nations large quantities of goods, including 
strategic materials, which would in turn increase the potential war- 
making ability of the Communist-bloc nations. That would inter- 
pose a greater threat for our nation and conceivably would result in 
the necessity for very vastly increased defense expenditures and 
would be thoroughly condemned by all of us and proper ly so, 

‘Two years ago we wrote into the Reci iprocal Trade Agreements 
Act stringent safeguards for United States industry which might be 
seriously threatened as a result of tariff concessions. We have been 
assured that no large new tariff negotiations will be initiated during 
this next year. It is apparent, therefore, that if the present law is 
extended, there will be no major alteration of tariffs for the next 
year. 

Mr. Chairman, for the reasons that I have stated, I urge the members 
of this committee to support the recommendation of President Eisen- 
hower and to renew for 1 year the present Reciprocal Trade Agree- 
ments Act by reporting out H. R. 4594, or any one of the numerous 
bills which are similar which are now before the committee. 

I might add that I am realistic enough to realize that in all prob- 
ability neither H. R. 4294 nor H. R. 4594 are likely to be reported 
out by the committee in precisely their present form. I realize the 
committee has a large task before it, and the observ: seal which I 
have made are simply designed to give the committee some of my 
views on the subject and to impress upon them the feeling that H. R. 
4294 contains too many restrictions, and that in extending the law 
as few as possible of these restrictions should be inserted in order 
that this committee and the present administration may have adequate 
time in order to study the entire problem. 

The Cuamman. Does that conclude your statement ‘ 

Mr. Keatine. That does. 
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The Cuatrman. We thank you very much for your appearance 
and the fine presentation you have made of your views with reference 
to the extension of the Reciprocal Trade Agreements Act. 

Are there any questions ? 

Mr. Simpson. Mr. Keating, you have mentioned Pennsylvania and 
the value, dollarwise, of exports from my State, as you have mentioned 
New York and Ohio, and made reference to other States. I do not, 
certainly, object to the fact that we have exports from Pennsylvania, 
but I do object emphatically to having the place of those e xports paid 
by miners who are on relief and unemployed; textile workers in the 
same category; oil workers; and dishware manufacturers; any num- 
ber of people in what have proved to be marginal areas. That is, those 
areas most susceptible to foreign competition. 

I do object to them bearing the burden and paying the price for the 
exports. Don’t you, in New York State? 

Mr. Kratine. Yes, I do. 

Mr. Srvupson. You have in Rochester, you know, an industry of 
great importance and prominence, and they have been down here 

sarnestly, begging in behalf of national defense, that we do something 
to protect them from the importation of precision instruments. Dol- 
larwise, it is not great. 

Mr. Keatine. But to them it is very important and it is very im- 
portant to our national defense. 

Mr. Suveson. What would you do about that ? 

Mr. Keating. In that particular industry, I think they are unique 
in that regard, although possibly there are others in the same line of 
work. But it is essential that that industr y be kept going successfully 
as a part of our domestic production because of the m: any products 
which they make essential to our national defense. It would be 
disastrous if, in that industry, we became dependent in case of serious 
emergency upon production from foreign countries. 

Mr. Srupson. I am sure you and I are in agreement on that. But 
do you think another year’s delay will not materially affect the score? 

Mr. Keating. I think any delay in affording such an industry relief 
is very serious both from their own point of view and the overall 
national interest. I think that certainly in the precision instrument 
industry, the very strongest kind of a case can be made, and a most 
convincing case, to the Tariff Commission, and that it should lead 
to relief for them. I would go further than that, in that case, and 

yerhaps in other cases. One part of the bill of the gentleman from 
p ennsylvania, I think, has considerable merit. In this precision in- 
strument field, and there probably are others, an actual increase in 
the tariff, even to a hundred percent, would not meet their problem 
so far as competition from Japan is concerned, and probably from 
Italy. 

Mr. Srupson. That is right. 

Mr. Krattne. And perhaps from Germany. 

It seems to me that there are industries where we must, as a 
reciprocal proposition, do precisely what some of our friendly nations 
abroad are doing and that is impose import quotas. I think I would 
be in difference with the exact phraseology of the gentleman’s bill 
wherein he makes mandatory the imposition of those import quotas 
under certain circumstances. But I do think there should be a dis- 
cretionary power in the Tariff Commission to make a recommendation 








1674 TRADE AGREEMENTS EXTENSION ACT OF 1953 


for either an increase in the tariff or the imposition of certain import 
quotas, whichever is better designed to afford the needed protection 
to an industry, at least one which is vitally concerned with the main- 
tenance of our national defense. 

I appreciate the fact that this is not in accordance with the exact 
request of the President, but it is in line with my remarks when I said 
that I felt that probably neither the gentleman’s bill nor a straight 
extension would be reported out in its present form. 

Mr. Srwrson. I noticed it when you said that, and I thought you 
meant something of this kind, that even today there are some areas of 
economy where relief should be given right away, subject to the 
President’s discretion. 

Mr. Keartinea. I do believe that. Some have come to my attention, 
including the one which you mentioned. 

Mr. Simpson. I know you want to help the precision-instrument 
group, of course, because it is vital to our welfare. No doubt you 
will agree there are other areas. 

Mr. Ky ATING. | have ho doubt there are. 

Mr. Simpson. I started by saying, I used that for an example, being 
my home State, we have, subject to proof, destitution and disaster 
in the coal area, and I am persuaded it is the result of excessive imports. 
Do you agree that if that can be proved to the satisfaction of the 
Tariff Commission, the should, too, be given relief ? 

Mr. Krarinc. There are two factors present in that situation which 
do not seem to be present in the other case. One is the fact that the 
one I have been mentioning is definitely directly connected with our 
national defense. The second point is that the competing factor with 
the coal people is a different line of merchandise, as I understand it, 
residual fuel oil, and there is a serious quest ion as to the convertibility 
or substitution of one for the other. So I do not feel equipped to 

nswer that question categorically, but certainly it is something which 
it would be very proper, it seems to me, for the Tariff Commission to 
take under consideration. 

Mr. Simpson. There is one other subject, and that is in the latter 
part of your statement. I have been hearing repeatedly here, that the 
foreign countries are holding a gun at our head, and they say, “If you 
do not let us dump our product on your shore, we are going to sell it 
to Russia.” 

Do you think the other countries have that idea? Is that the 
measure of their friendship to us? 

Mr. Keatrrne. I do not think it should be, and I think we ought to 
tell them so in no uncertain terms. It is a statement which you do 
hear from them, and sometimes it is very offensively phrased. Yet 
we must recognize that they are up against the problem of marketing 
their products. The entire question of east-west trade is a very difficult 
and complicated one, upon which I would certainly not pose as an 
expert. 

I do think, as I have said in this statement, that while progress has 
been made in limiting their trade with the Lron-Curtain countries, 
that progress has not been enough and it has not been fast or extensive 
enough to suit me, because I just think it is criminal for them to be 
dealing with these Jron-Curtain countries in items which can be used 
to fight us with. 
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Mr. Stmpson. Do you seriously think—I mean, is this the situation, 
that if we reduced and eliminated our tariffs, the measure of their 
desire, their friendship, would be for us to buy the things that they 
are now sending back of the Iron Curtain, and if we do not provi¢ de 
a market for them, that is where they will go? And then just one 
other thing. If that is so, then we are simply strengthening the Iron 
Curtain countries by building up more modern plants abroad, and 
increasing their eflicie ney, if, at the same time we do not prov ide the 
market. They will increase production and they will sell it some 
place, either to us or to them. 

Mr. Keating. Well, I think we should take a very firm Pere 
with them on trade with the Iron-Curtain countries, and I have alw ays 
felt that. I stated that in 1948, to a delegation that I oak upon In 
England. I have been disgusted and disheartened by the fact that 
the program has been so slow on their part in shutting off trade with 
the Iron-Curtain countries. I think we should do in the first 
instance, regardless of anything else 

Jut then I think in doing that we have to take into account the 
fact that we have done it, and have to be somewhat considerate of th 
problems which that raises with their economy. 

Mr. Stmpson. How can one justify inviting American capital to go 
to one of those countries which now trades back of the Iron Curtain, 
to build plants abroad, to increase the production of the very items 
which we know they are shipping back of the Lron Curtain‘ How 
can we justify that ¢ 

Mr. Keatinea. I do not think we can justify that. 

The Cuarrman, Any other questions / 

The Chair hears none. 

We thank you for your presentation. Is there anything that you 
wish to file for the record ? 

Mr. Keatine. No. Thank you very much. I may have my pre- 
pared statement substituted in lieu of my presentation, together with 
the questions. 

The CnarrmMan. You may, sir, 

(The prepared statement follows :) 


that 


TESTIMONY OF REPRESENTATIVE KENNETH B. KEATING ON H. R. 4294 


Mr. Chairman and members of the committee, the last comprehensive tariff 
legislation passed by the Congress regulating the rates of import duties was the 
Smoot-Hawley Tariff Act of 1930. That law was modified by the original Re 
ciprocal Trade Agreements Act passed by the Congress in 1934 and the various 
extensions and modifications of that act passed subsequently by the Congress 
Unless extended or modified by this Congress, this act will expire on June 12 of 
this year. 

There can be no doubt that the legislative branch of the Government has the 
power to impose and to regulate tariffs on imports. The basic question in issue 
here is whether or not the Congress chooses to exercise its powers in this regard or 
to delegate them to an administrative body. 

The late, esteemed Senator from Michigan, Arthur H. Vandenberg, sat as a 
Member of the Congress which wrote the Smoot-Hawley Tariff Act. Speaking 
of his experiences in that regard, Senator Vandenberg said: “Tariff ratemaking 
in Congress is an atrocity. It lacks any element of economic science or validity. 
I suspect the 10 Members of the Senate, including myself, who struggled through 
the 11 months it took to write the last congressional tariff act in 1980 would 
join me in resigning before they would be willing to tackle another general 
congressional tariff revision.” 

Because of the complexity of the subject of foreign tariffs and import duties, 
and because of the complicated series of laws pertaining to this subject, it is my 
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belief that in the short time remaining before the expiration of the present act, 
the Congress cannot do the comprehensive job which is required in reexamining 
tariff policies. Unfortunately, predecessor administrations did not see fit to 
conduct such a comprehensive reexamination and reevaluation of the tariff laws 
after the passage of the original Reciprocal Trade Agreements Act in 1954. It 
behooves us in this Congress to do so, but it will be a lengthy process. 

When we recall that the hearings incident to the passage of the Smoot-Hawley 
Tariff Act required 11 months, I think that we would be deluding ourselves to 
think that we can, in the short time available before the expiration of the act, 
do an independent or comprehensive job. Therefore, I have introduced H.R. 
1594, which would extend the existing law for a period of 1 year. As the mem- 
bers of the committee know, this is the action requested by the President. 

The bill introduced by the distinguished gentleman from Pennsylvania, H.R. 
1204, would deprive the President of the discretionary powers which he now has 
with regard to recommendations of the Tariff Commission and would, in effect, 
make the recommendations of the Tariff Commission mandatory. Also, this bill 
would introduce exceptions for certain products imported from abroad, such as 
residual fuel oil, lead, and zine. 

Anyone familiar with tariff legislation will know that when exceptions are 
made for any one product, the floodgates are open for exceptions for other 
products. Iam sure that every member of the committee and most Members of 
the Congress can make a strong case for some product which is produced in his 
district But if we undertake to do this at this time, we will be in the middle 
of a logrolling operation which inevitably will result in emasculating the whole 
reciprocal trade-agreements program, 

Perhaps a majority of the Members of Congress may wish to reassert the 
right of the Congress to write tariff legislation, but I do not think that such a 
basic and far-reaching decision should be undertaken without the most thorough, 
comprehensive study and debate. As I have said, this cannot be done in the 
time remaining. 

The United States, since the time of the First World War, has consistently ex- 
ported more than it has purchased from abroad. This trade imbalance has 
amounted to more than $100 billion. This makes us a creditor nation. We 
insist that we shall be paid for our exports. In order to do this, other nations 
must have dollar balances from which they can pay our exporters. This presents 
a most complex problem. The renewal of the present Reciprocal Trade Agree- 
ments Act is not a final answer to the problem, but I believe that it is the in- 
evitable step required to keep the situation from deteriorating until we can 
have the thorough study which the President has recommended of our overall 
foreign trade economic policy. 

Under the present Reciprocal Trade Agreements Act, the Tariff Commission 
sets peril points which reflect its- judgement of the extent to which tariff re- 
ductions may not be made in future trade-agreement negotiations without caus- 
ing or threatening serious injury to a domestic industry. Under the provisions 
of H. R. 4294 a taraff reduction would be perilous if it resulted in any injury to 
any domestic producers—as distinguished from a domestic industry as a whole— 
or in any unemployment. This would penalize efficient producers in a given 
industry in favor of less efficient producers whose production costs would be 
materially higher. It revises the premise now incorporated in the law which 
looks at an industry as a whole rather than taking into account individual pro- 
ducers within that industry. 

Also, under the provisions of H. R. 4294, any increase in imports which might 
be anticipated from a tariff reduction would have to be regarded as evidence 
of injury. The President would be deprived of all discretion in these matters. 

Moreover, the provisions of thse bill which impose rigid and absolute quotas 
on imports of crude petroleum and which would increase existing tariffs on 
imports of lead and zine would violate existing trade agreements on these com- 
modities which have been negotiated pursuant to the provisions of the present law. 

I believe it is the wish of a vast majority of the Members of this Congress that 
we should, as soon as possible, substantially decrease our foreign-aid program. 
If at the same time that this were done, we made it increasingly difficult for 
the free nations of the world to find domestic markets for their products, their 
economy would be doubly affected in an adverse manner. This would inevitably 
be manifested in vastly reduced appropriations for national defense. You can 
readily imagine the effect this would have upon the whole NATO defense program 
and the will of other governments around the world to resist threatened Commu- 
nist aggression. Moreover, it would lend credence to the Communist charge that 
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we are not concerned with the economic welfare of those countries which have 
shown a disposition to resist Communist aggression. Such a result would, of 
course, be reflected in the necessity for a vast increase of our own armaments. 
Such a necessity would be utterly inconsistent with the desire to reduce defense 
appropriations. 

In a letter to the convention of the national council of the League of Women 
Voters, the President, on April 21, said: ‘““‘The economic strength of the free 
world is the indispensable basis of our joint defense efforts and hence of our 
very survival.” In that letter the President again recommended the extension 
of the existing law for 1 year and promised that in the interim “an intensive 
study will be made of our whole foreign economic policy.” 

We cannot afford to overlook the fact that there is not a nook or cranny in 
the United States that is not affected by our international trade. Our cotton 
farmers, our wheat farmers, our tobacco growers, our rice producers last year 
marketed approximately 40 percent of their crops overseas. Our apple, orange, 
rasin, and prune producers also rely heavily on foreign markets. I myself 
was surprised to learn that exports of just these agricultural products require 
the use of about 60 million acres of American farmland, an area larger than the 
cultivated acreage of all of our Southeastern States. The production of these 
60 million acres meant export sales valued at $3.4 billion for the American farmer 
in 1952. 

Members of this committee might be interested to know what a vital stake the 
various States have in expanded foreign trade. New York, my home State and 
the State of the distinguished chairman of this committee, sends abroad approxi- 
mately $400 million worth of industrial exnorts each year, and that is not just 
from New York City. The larger part of that production is located in upper 
New York State. Over a million New York workers, or 65 percent of the total 
industrial workers in the State, are employed in those prosperous, high-paying 
industries which have an important stake in the export market. Approximately 
$40 million worth of agricultural exports are shipped abroad from New York 
farms. 

Or take Ohio, where annually approximately $420 million worth of indus 
trial exports are produced. Over 800,000 workers, or 69 percent of the labor 
force of Ohio, are engaged in those industries which produce products in which 
the United States has a vital export interest. Ohio farmers produce approyi- 
mately $100 million worth of agricultural products, such as corn, wheat, oats, 
soybeans, tobacco, and hogs, which we ship to friendly countries of the world 

Pennsylvania produces approximately $400 million worth of industrial products 
which are shipped abroad each year. Eight hundred and seventy-five thousand 
workers, or 61 percent of the industrial labor force of Pennsylvania, are em- 
ployed in those industries producing to an important extent for export. And 
Pennsylvania farmers produce approximately $40 million worth of agricultural 
exports, such as corn, wheat. apples, and hogs. 

Nebraska produces approximately $35 million worth of manufactured goods 
which were shipped to markets overseas. Twenty-five thousand workers, or 
approximately 55 percent of the industrial working force of the State, are em- 
ployed in the industries producing these products. And Nebraska’s rich farms 
produce $75 million worth of corn, wheat, barley, and similar products which 
are marketed in foreign countries. 

Or take the case of Illinois, where about $460 million worth of industrial 
products, such as tractors, farm machinery, meat products, etec., are produced 
each year for export. Approximately 732,000 workers, or 62 percent of the 
entire industrial working force of the State, are engaged in industries which 
produce to an important degree for export. And over $135 million worth of 
Illinois corn, oats, hogs, dairy products, and eggs, produced on more than 
one-half of Illinois farms, enter into the export trade of the United States. 

I could go on to cite the importance of international trade to Iowa, to 
Washington, to Mississippi, to Massachusetts, to Connecticut, to Tennessee, to 
Missouri, to California or Wisconsin, but time does not permit. The statistics, 
however, are readily available. The point I want to make is that we can’t 
sell abroad if we don't let our customers earn dollars to pay for our goods. 

I am happy to note that recently important groups of businessmen have 
urged an increase in balanced United States trade with the countries of the 
free world. In addition, the American Farm Bureau Federation, the Grange, 
and other farm groups have urged the continuation of the reciprocal-trade policy. 
The CIO and various unions of the A. F. of L. have also taken a similar position. 

The eyes of the world, both the free and the Communist sectors, are on this 
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committee today and for the immediate future. Last year, in the Soviet publi- 
cation, the Bolshevik, Premier Stalin stated that the free world could not work 
together economically Since Malenkov has assumed the premiership, the same 
viewpoint has been reflected by Red satellite spokesmen in United Nations meet- 
ings. E. Milnikiel, the Polish delegate to the Economic Commission for Europe, 
on March 14 warned Western European countries that they could not expect any 
help from the United States in solving their economic problems by “trade, not 
nid.”’ 

Repeatedly, we have requested the free countries of Europe and Asia to limit 
their trade with the Lron Curtain countries. Considerable progress has been 
made in this regard, not enough, however, in my book. As a result of our over 
tures, the Red Chinese Government has been deprived of much of the strategic 
material necessary to continue the waging of war. They should be deprived of 
all However, we must remember that in withholding such trade from the Com 
munist countries, the friendly governments of Europe and Asia are losing a 
valuable market. This loss must be made up somehow, either through increased 
grants or increased trade, if they are to maintain a solvent economy. I think 
that we here are all agreed that we do not wish to increase our foreign aid 
Therefore, we must make available, consistent with a sound protection for om 
own industries, American markets, so that those commodities which would 
ordinarily be marketed in the Communist countries may find consumers who 
are willing and able to pay for the products. 

Certainly, if we were to increase tariffs, which would be the effect if H. R. 4294 
were to be passed by the Congress in its present form, the inevitable effect of the 
passage of such a bill would be to convince all of the free countries that they had 
no alternative except to ship to the Communist-bloc nations large quantities of 
goods, including strategic materials, which would in turn increase the potential 
warmaking ability of the Communist-bloc nations. That would interpose a 
gvreater threat for our Nation and conceivably would result in the necessity for 
very vastly increased defense expenditures 

Two years 2¢0 we wrote into the Reciprocal Trade Agreements Act stringent 
safeguards for United States industry which might be seriously threatened as a 
result of tariff concessions. We have been assured that no large new tariff nego- 
tiations will be initiated during this next year. It is apparent, therefore, that if 
the present law is extended, there will be no major alteration of tariffs for the 
next vear. 

Mr. Chairman, for the reasons that I have heretofore stated, I urge the members 
of this committee to support the recommendation of President Eisenhower and 
to renew for 1 year the present Reciprocal Trade Agreements Act. I urge the 
committee to report out H. R. 4595, or one of the numerous similar bills now 
before the committee. 

The CuatrmMan. The next witness will be the Honorable Frank FE. 
Smith, of Mississippi. 

Congressman Smith, will you give your name and the capacity in 
which you appear, for the record ¢ 


STATEMENT OF HON. FRANK E. SMITH, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF MISSISSIPPI 


Mr. Smiru. Thank you, Mr. Chairman. 

My name is Frank E. Smith. I represent the Third District of 
Mississippi. 

Mr. Chairman, I have not been able to attend the various hearings 
in connection with this legislation, but I have read the accounts of the 
hearings. Probably most of the testimony has been in behalf of vari- 
ous producers. Apparently, since there is to be no general testimony 
for consumers, I think I can still make my testimony in behalf of 
producers, 

I speak for 10 million Americans who are dependent upon the grow- 
ing and marketing of cotton for a major portion of their livelihood. 
I speak for another 10 million people who grow tobacco, wheat, rice, 
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and soybeans, and other agricultural commodities which are dependent 
upon foreign markets for from anywhere from one-fifth to one-half of 
their income. 

These producers of agricultural commodities made up such a major 
portion of the population of our country that they believe anything 
which benefits the overall economy of the country will benefit them as 
individual members of that economy. 

Like the distinguished chairman of this committee, these people are 
anxious to get relief from excessive taxation. They know that the 
only real hope for major tax relief is a major reduction in the cost 
of the defense burden. They know that our allies in the free world 
should be shouldering their own load in the mobilization against com- 
munism. If they assumed this burden, we would not only be relieved 
of the cost of foreign economic and military assistance, but we would 
also be in a position to cut back our own defense expenditures because 
of the increased strength of our allies. 

Gentlemen of the committee, such a course is the only real hope 
for important reductions in the cost of government, and I believe the 
realists among you know that. The accomplishment of such a goal is 
the only way in which this committee can ever achieve any record for 
tax reduction. 

How can our allies shoulder this burden? Only through the devel- 
opment of their own economies, with broadening markets in all areas 
of the free world. They cannot pull themselves up by their own 
bootstraps, by taking in each other’s washing. Additional trade can- 
not be de veloped if the United States contributes any more to the 
disturbing signs of economic nationalism which are springing up in 
every part of the free world, as if to prove the infallibility of Malen- 
kov’s theory that economic rivalry between the capitalistic countries 
will insure the success of communism without the necessity of military 
attack. 

We are, of course, not the only offender. Because we are the world 
leader, however, we cannot afford to encourage these backward steps 
in the slightest manner. The future of our entire economy is at stake. 
The strength of that economy will determine whether or not we can 
survive the cold and hot war with communism. 

I appear here to reluctantly support the request of the President 
that the present Reciprocal Trade Agreements Act be extended for 
1 year without further amendment. I think that this extension will 
be a step backward in the field-of trade policy, for during the 2 years 
in which the present law has been in effect, exports of agricultural 
commodities have drastically declined—a market loss that has been 
reflected in a 25 percent reduction in the price of cotton, for instance. 
I respectfully ot a that a loss of 25 percent in income by the millions 
of cotton farmers of this Nation is a far greater loss and hardship 
than has been suffered by any of the appealing clamorers for protection 
who have appeared before you so far. 

I know that the motorcycle manufacturers and this and that manu- 
facturers, and the optical instruments, who employ two or three hun- 
dred people, or two or three thousand, in toto have suffered certain 
losses, perhaps due to various troubles, but I submit that there is no 
important segment of the economy that has suffered as great a loss 
in this trade picture as have the farmers, who have suffered a loss in 
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price because of the decline in foreign exports and imports, not because 
of any increase in imports. 

I think it can be proved without a doubt that this cotton price de- 
cline is more directly attributable to export losses than the case which 
any other industry can make for injury claims because of import 
competition. In fact, a good part of the market losses of some other 
industries is due to the decline in purchasing power of the cotton 
farmer. 

As I stated, the President’s request for a 1-year extension of the 
present act is to be regarded as a step backwards along a path of prog- 
ress in world trade. However, the bill which you have before you, 
the so-called Sin ipson bill. is far more than a ste p backward. It i IS a 
complete reversal, a return to the rampant protectionism which de- 
stroyed our economy in the 1920’s, and one which will destroy it again, 
if given half a chance. 

There are a number of major objections to the Simpson bill, but I 
would like to elaborate extemporaneously on at least three of them. 
These are: 

The change of the Tariff Commission from a bipartisan, fact- 
finding group to a partisan, judicial body. 

Mr. Chairman, this situation in regard to the change in the Tariff 
Commission, I think may be more significant and more dangerous 
than any other proposition that has been put before us. The Tariff 
Commission was adopted 40 years ago or so, with the idea that it 
would be a fact-finding body. To make sure that the fact-finding 
recommendations or presentations of that Commission would be ac- 
cepted by the general public as nonpartisan, it was provided in the 
act that the membership on the Commission would be equally divided 
in regard to being of a political nature. 

This proposal to add another member to the Commission could 
mean only one thing: that you would have a partisan control of the 
Commission. 

Some of the background of what that would mean, I think, unfor- 
tunately slipped out in the testimony that Secretary McKay made the 
other day, when he talked about the new complexion of the Commis- 
sion. When we reach such a situation under this type of appointment 
to the Commission where that would be one of the stakes each 4 years 
in the presidential election, whereby you would assure yourselves 
that with a President who would agree to appoint people to take care 
of certain things, and this and that, that is what you could develop. 

You could elect a free-trade President, for instance, and he could 
appoint a Commission that would do away with all tariffs, virtually, 
if he felt that way. At least, he could write reports along that 
line. 

You are setting up a precedent here in the enactment of this addi- 
tional member to the Tariff Commission which I believe can be ac- 
cepted as nakedly partisan, if you want to put it that way. 

I think that the addition of that type of provision in any type of 
act which we pass would destroy all the program that has been made 
all along the line in this long fight over tariffs that has been going 
on since our country was first established. 

Another provision of the Simpson bill which I think is important 
to study and which I think has some very dangerous connotations is 
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the proposed unilateral restriction on imports of certain commodities, 
which effectively eliminates the bargaining power of the United States 
toward establishing better economic and trade policies with other 
countries—this provision, for instance, in regard to the imports of 
residual oil. As I understand it, the great offender in that particular 
question has been the Republic of Venezuela. Suppose we slap an 
embargo on, through this legislative action—not an embargo, but we 
establish an import quota, not negotiated, not established by study 
and decision and negotiation in the executive department, but we just 
e one in the law. What bargaining power will we then have with 
enezuela with regard to other trade matters ? 

[ happen to know that the Republic of Venezuela has put in certain 
very restrictive tariffs or import quotas in regard to American prod- 
ucts, when I think are entirely undesirable and which we ought to 
eliminate. We cannot eliminate them by writing into the law a pro- 
vision which would knock out import of their chief export to the 
United States, because it would merely make the barriers that much 
stronger; it would merely involve immediate retaliation by that 
country. 

If, however, we are in a position to negotiate and to threaten the 
use of certain provisions of the law which we already have in regard 
to this matter of residual oil, we can perhaps get-some better treatment 
in regard to American commodities which we want to sell to that 
country. 

[ have used the matter of Venezuela because that has been widely 
quoted as the source of the supposedly great increases in residual oil 
that have been coming in lately, and to point out that this matter of 
reciprocity agreements is a weapon that we have to have in order to 
eliminate some of the discrimination against American products, which 
we find throughout the world. 

This is not a matter, this reciprocity, of just saying: “Bring in 
everything here and keep up the barriers that you want with regard 
to our exports.” It means working to establish some type of relation- 
ship with these countries whereby we can eliminate the worst obstacles 
that are placed in the way, to our own legitimate foreign trade. 

I say that if we take unilateral action like this, we will destroy the 
whole concept of developing trade agreements, our own weapons, our 
own strength that we have in our hand to improve the situation for 
our own export markets. 

Then, to quote another item, the proposed changes in criteria which 
would make consideration of the national interest virtually impossible 
in the cases of alleged injury to domestic producers. 

This, of course, involves the effect of our findings of the Tariff 
Commission in respect to what is injury to the national interest. If 
we allow certain very restrictive criteria to decide that is an injury 
which should not be allowed, we are going to not only destroy the 
basis of our tariff program, but we are going to destroy the basis of 
the progress which our economic system has been making throughout 
the American history. 

I remember back in my part of the country a little over 20 years 
ago, about 20 years ago, when the first test of the mechanical cotton- 
picker was made. There were all sorts of fears that the production 
of that cottonpicker was going to put millions of people out of work. 
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Someb xly, perhaps a Member of Congress, proposed that the produc- 
tin of that mechanical picker be outlawed, because it would put so 
many people out of wor kx, 

If we are going to adopt that type of theory, we are golng to put 
an end to any type of progress in the field of industrial efficiency ; 
the whole industrial revolution would have been stopped if we had 
had that theory initially. 

This part of the law, or proposed law, which would allow tariffs 

to be increased merely because there was some unemployment, from 
an efficient operation, would have that effect. It would not apply 
to the whole economy of the country, but it would apply to the same 
system. 
* Years ago, when Mr. Fulton invented the steam engine, somebody 
had said that that was going to cause unemployment in the field of 
the other types of boats, or when the various other major develop- 
ments were made that helped establish the industrial revolution. 

If the people, the technocrats, so-called, who were very prolific and 
talked a lot about 20 years ago during the unemployment period— 
they wanted to do away with a lot of industrial development because 
it was putting people out of work—if those people had had their way, 
the progress we have made all along would have been completely lost. 

[ submit that this is the same type of situation. It is not as com- 
plete, of course, because it could not restrict industrial development 
in these other fields. But if you follow that same theory, you would 
then, for instance, outlaw the coal, which I believe was discovered 
first in this country; and if you followed that theory you would have 
outlawed the production of oil when it was first discovered back in 
Pennsylvania about a hundred years ago, because it would tend to 
destroy some of the coal market. 

That, basically, although there are several other objections, of 
course, which are to be presented in regard to the Simpson bill, but 
I think these are far-reaching matters that are worthy of the attention 
very much in detail of this committee when it considers the type of 
legislation that should be presented to the Congress. 

As a discussion further with regard to injury to America, I would 
like to submit as part of my testimony a brief statement which I made 
with regard to the experience of the Elgin Watch Co. when it faced 
competition from Swiss watches. The Elgin Watch Co., instead of 
devoting all the money of its stockholders and all the time of its 
officers to agitating for higher tariffs, began to work out a system to 
better use its facilities to produce an item to compete in the American 
market. By streamlining its methods of distribution, by improving 
its styling and design, by broadening its line to include lower-priced 
products, by emphasizing research to develop new types of production 
and developing a sales training program for retail clerks, by better 
advertising and merchandising, the Elgin Watch Co. has built up 
from a $30 million operation in 1950 to $43 million in 1951, and $50 
million in 1952. 

I think we have heard a lot about watches, and the Waltham Watch 
Co., and things of that type, in connection with tariffs, but I think 
the example of this particularly American industrial enterprise, which 
made the best usage of the American free-enterprise system and did 
not rely upon artificial aids there in order to improve its economic 
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position, is a type of example that could be best followed by a lot of 
these other elements of American business that come in here and, in 
stead of asking for free enterprise, they ask that we underwrite their 
operation through the subsidy of a tariff. 

That is my formal statement, Mr. Chairman. 

I would also like to submit as a statement, in the form of a letter 
to you, made by the Delta Council, an organization with headquarters 
at Stoneville, Miss. I have distributed copies to the committee, and 
I would like it to be added and that I be allowed to have it introduced 
as part of my testimony. 

The CuatrmMan. It is so ordered and made a part of the record. 

(The statement and letter referred to follow :) 

AMERICAN WATCH INDUSTRY AND TARIFFS 


I should like to submi ome recent history of the domestic wa ndustry 
as evidence that favorable consequences for both industry and consumer often 
follow from foreign competition, 

The Elgin National Watch Co., faced with an extremely critical competitive 
position immediately after World War II, did not devote all its time to pressure 


for higher tariffs. That company’s determination, under the leadership of 
1. G. Shennan, to take positive action has resulted in an amazir recovery in 
the best traditions of American enterprise It found the answer to Swiss com 
petition by (1) Streamlining its method of distribution; (2) improving its 


stvling and design as a major sales appeal; (8) broadening its line to include 
the lower-priced product; (4) emphasizing research to improve its product, 
the result being the Elginite hairsprings, the DuraPower mainspring, and an 
electronic watch; (5) developing a sales training program to help retail clearks 
sell: and (6) advertising and merchandizing aggressively) 

In addition, Mr. Shennan hought a watchcase company and a company making 
watch bands and iInen’s jewelry and accessories. He combined the two under 
a single sales division, imported Swiss movements for the American cases, and 
made the venture a success. Sales for Elgin are up from $380 million in 1950 
to $43 million in 1951 to $50 million in 1952. 

As a result of the hard work and ingenuity of Shennan and Elgin, the American 
consumer pays more competitive prices for his watches, and a large domestic 
industry has increased its efficiency trememdously. 

Early in 1949 the Waltham Watch Co. ceased operation—not only because of 
Swiss competition, but probably because of a slowdown in promotional activities 
and tradewise hints of inefficiency, justified or not, which lowered it prestige. 
Today, under the leadership of Teviah Sachs, the company is manufacturing 
19- and 21-jewel watches, importing 17-jewel Swiss movements and promoting 
sales on the local level, backed up by national advertising. 

A study made by the University of Pennsylvania showed that, if a 50 percent 
hike in watch tariffs were imposed, imports would drop off and United States 
customers would have to pay about $30 million more for their watches. 

One important fact not often realized is that the highly efficient Swiss watch 
industry has built up an important medium-priced market in the United States 
which might not otherwise have existed. Significantly, this market developed 
mainly after 1986—the year in which tariffs on watches were lowered through 
reciprocal trade agreements. Imports are not all evil. Like domestic compe- 
tition, foreign competition is more often than not: beneficial to the American 
economy. 


DELTA COUNCIL, 
Stoneville, Miss. 
Hon. DANIEL A. REED, 
Chairman, Ways and Means Committee, 
House of Representatives. 

GENTLEMEN: The Delta Council, an organization of the economic interests in 
the Mississippi Delta, where the entire region is directly or indirectly dependent 
on cotton, firmly believes that the policies of trade liberalization which have been 
followed for the past 19 years through the reciprocal trade agreements should be 
continued. 
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The Reciprocal Trade Agreements Act recognized the changed role of the United 
States as a creditor nation. The policy of gradual and selective reductions in 
tariffs followed in the reciprocal trade agreements program has definitely en 
couraged trade. At the same time, the high level of employment and prosperity 
in the United States indicates that this policy has neither created serious mal- 
adjustments nor resulted in serious injury to our domestic economy. 

Continuation of the policy of trade liberalization and maintenance of a high 
level of international trade is vital to cotton producers and to agriculture in 
general. Since the war, 1 out of every 3 bales produced has been exported. 
Another 5 to 10 percent of the cotton farmer’s crop has moved into foreign mar- 
kets in the form of cloth and other manufactured goods. About one-fourth of 
the country’s output of fats and oils also finds an outlet in the export market; 
and while only a relatively small quantity of cottonseed oil is actually exported, 
this foreign movement creates a domestic market opportunity for that much 
cottonseed oil. 

Cotton exports have declined drastically in the present season, along with 
exports of most agricultural products 

Uniess foreign purchasing power is maintained at a high level, agricultural 
exports will continue to lag. If foreign countries are hard pressed for dollars, 
they will be forced to adopt self-sufficiency policies which will further encourage 
the production of synthetic fibers and the production of cotton in their own col- 
onies and possessions, even though the production is uneconomic and inefficient. 
Most of the foreign production of synthetic fibers, which is now equivalent to 
over 4 million bales, has been forced by this pressure for self-sufficiency when 
dollars were short; and it can be taken much further. Though synthetics in 
many of the basic textile end uses are very unsatisfactory from a quality stand- 
point and are often uneconomic from the point of view of price, Hitler used them 
for 95 percent of his textiles during the height of the war. 

A more restrictive trade policy would certainly reduce imports and foreign 
dollar earnings. More aid would then be required to maintain our exports at 
the present level. Of course, we believe the United States must decrease and 
not increase direct foreign aid. However, if foreign aid is cut back without a 
corresponding increase in foreign earnings through increased sales of goods and 
services to this country, then our exports must suffer. 

The repercussions from a permanent loss of cotton exports will be great. There 
are more than 10 million people who get a large share of their livelihood from 
growing and marketing cotton. These 10 million people depend on the export 
market for a third of their income. The loss of any substantial part of this 
market would cause serious economic hardship throughout the Cotton Belt from 
Virginia to California, and the repercussions would certainly be felt by all the 
manufacturing centers of the North-and the East. 

To the Ways and Means Committee: 

The adjustments that would be forced in agriculture as a result of the loss 
of these markets would be difficult, and the repercussions from these adjust- 
ments would be very great. The South and the Southwest, for that matter, 
could shift into the production of corn, peanuts, rice, soybeans, dairying, or beef 
cattle—and would if forced to do so—but this would simply aggravate the sur- 
plus problem. The problem would be even more acute if agricultural exports 
generally were cut back as they obviously would be if foreign purchasing power 
is reduced. The equivalent of 60 million acres is involved in the exportation of 
agricultural production. This is equivalent to the total cultivated acreage of 
the States of Virginia, North and South Carolina, Georgia, Florida, Alabama, 
Mississippi, Louisiana, Tennessee, and Kentucky. The export crops, cotton and 
tobacco, are labor intensive crops. The employment in these enterprises is sub- 
stantial and labor costs represent a higher proportion of total production costs 
than for most manufactured products. Therefore, the loss of employment which 
would accrue from a reduction of most agricultural exports would be greater 
than that displaced by imports of many manufactured goods of the same value. 

We urge that the Reciprocal Trade Agreements Act be extended -without 
crippling amendments. We also recommend that a comprehensive study be 
made for the purpose of developing a broad, clear, consistent, and integrated 
foreign economic policy. This broad policy should determine tariff policy, not 
in and of itself, but in the light of policy with respect to other transactions 
across the United States borders—including domestic preferences, transporta- 
tion and the purchase of other services, and foreign investments. The study 
should relate our import policy to our policy with respect to technical assistance 
and economic development around the world and, of course, to foreign aid. Our 
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tariff adjustments should certainly be conditioned on economic adjustments and 
improvements in economic and trade policy made in foreign countries. 

We strongly oppose the amendments of the Simpson bill (H. R. 4294) which 
we believe will cause a reversal in the trade-liberalization policy which the 
Nation has been following for the past 19 years. 

H. R. 4294 requires changes in the procedure and in the criteria for deter- 
mining injury as a result of imports and for increasing import restrictions which 
make any consideration of the broader national interest practically impossible. 
Furthermore, the amendments of H. R. 4294 would establish the Tariff Commis 
sion as a partisan political body with complete and final authority, subject to 
no review, for increasing tariff, changing trade agreements, and thus actually 
forming trade policy. This is entirely opposed to the bipartisan concept of the 
Tariff Commission and to the long-established procedure in which the Commis- 
sion was a fact-finding body making recommendations to the President. Such 
autonomous authority and such narrow criteria are not in the public interest 
und would certainly be highly detrimental to a prosperous world trade. 

The unilateral action of the Simpson bill, proposing specific restrictions on 
certain commodities, also departs from the reciprocal principles that the Nation 
lias followed since 1984. This procedure not only disregards our own interest in 
the freedom and security of the rest of the world, but it also denies the United 
States the bargaining power it must have to effect necessary changes in the 
economic and trade policies of other countries. A stable and consistent import 
policy can never be achieved if the United States is continuously changing the 
rules. In the face of such uncertainty, foreigners can never be expected to 
devote the time and capital necessary to developing needed markets in this 
country. 

What is even more important, unilateral action of this kind without notice or 
reference cuts across long standing agreements with foreign countries that have 
the force and effect of treaties, and therefore violates the most sacred obligation 
of the Nation. 


lothe Ways and Means Committee: 


If the international integrity and the reputation of the United States are to 


be preserved, and if the broad national interest of the country is to be served, 
then our trade policy must be clear and consistent, it must be orderly, and it 
must be considerate of all interests affected 

Respectfully submitted. 

DELTA COUNCIL. 

The CHairman. Without objection, you may be allowed to revise 
and extend your remarks. 

Mr. Simpson. Mr. Smith, apparently you do not like the present 
reciprocal trade agreement program. 

Mr. Smitrn. I do not like the program with the restrictions which 
were written into it 2 years ago, which I think have had a material 
effect upon reduction of a lot of our normal export markets. 

Mr. Simpson. I do not understand. There has been practically 
nothing done by way of relief actions under that program. 

Mr. Smiru. A great deal has not been done in proving various relief 
actions, but the knowledge is there that, virtually, if any type of indus 
try or manufacturer in some other country with which we do business 
has an opportunity to develop a market over here, the market can be 
knocked out by domestic producers making use of the so-called peril- 
point or escape-clause provisions of that. Because of that, they have 
been able to build up that threat, and it has been used just enough to 
show that it would work. 

Mr. Simpson. And you think that is wrong? 

Mr. Smiru. I think it is wrong. 

Mr. Stmpson. You think there should be no relief whatever for an 
American manufacturer against import competition ? 

Mr. Smirn. I do not say that there should be no relief whatever. 
We have tariffs and things like that. I do not think that one individual 
manufacturer—— 
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Mr. Simpson. What was that / 
Mr. Smrru. | say we already have tariffs; the tariffs have not been 


wiped out. There is a provision under the present law under which, 
ifter a tariff has been agreed on and the manufacturer gets into a situ- 


+ . 1 
ition where he ruoning mto competition due to, it might develop, 


iy number of things, he can prove, or rather, it is very easy for him 


to make a case which, n his idea, will prove that his trouble is not 
due to his inability to measure up in the regular system of competition, 
but that his trouble is due entirely to the fact that somebody from 


tbroad Is ¢ Olnpeting v ith him. and he can claim that they are dumping. 
Any time anybody who produce abroad gets In competition with too 
nian \mer in producers, the idea develops that they are dumping 


I i 
proa Ol ] 
Because of that, intelligent business operators in other countries 
ho have : ssibility of developing the American market naturally 
al l oOlng ittempt fo, in any great degree, when there is within 
hands of their competition in the United States the methods to 


bust shut off that \mel Call market t! rough the present Provisions 
of the Reciprocal Trade Act. 


| 
Mi MPS x. IL did not ulte vet the answer. The situation is, 
where there is a tariHf, and a re proc trade agreement made cutting 
e ta nd thereafter \merican industry proves to the satis- 
‘action of the Tariff Commission that 1t 1s | eng ruined as a result of 
itt a f the tariff by the trade igreement, do vou or do you not 

ree that \ (7 entitled to relief ¢ 
Mr. Smirnu. Under the type of a ion that has been taken by the 
Tariff Commission, and even under the present action in reevard t » the 
o-called national inter phases of it, J do not believe that the Amer- 
ican Industry, unles t is not a question of ruined; they just have to 
prove injury, and not ruin—in some cases of injury, I do not think it is 


necessarily in the national interest to increase the tariff again. 

Mr. Srurrson. In other words, you do not care if the industry is 
saved to the country or not? 

Mr. SMITH. | attach far more importance to saving the country 
than to saving the industry, and to saving our economic system. 

Mr. Simpson. Of course you do. So what you say, then, is that 
so far as the individual industry is concerned, under the circumstances 
you stated, you would let that industry go? 

Mr. Smiru. That oversimplifies the matter, but I think that is basi- 
cally what your bill would virtually do. It would give more impor- 
tance to the welfare of an individual industry than to the overall 
welfare of the country and of our national economy. 

Mr. Stmpson. Well, I do not know. Do you believe in quotas? 

Mr. Smirn. Certain types of quotas have to be used. 

Mr. Simpson. What kind? On cotton? 

Mr. Smrru. The quotas have to be used in connection with the over- 
all agricultural program, when you have a support price for your 
product. 

Mr. Simpson. Do you believe in them on cotton ? 

Mr. Smirn. I do not believe that quotas should be a normal part of 
the operation of the cotton market. The cotton market, traditionally, 
depends for close to one-third and sometimes more, 40 percent of its 
market, on exports abroad. Under the Agricultural Adjustment Act, 
the so-called support program, which implied not only cotton but 





Bea ian 
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ull sorts of products, there is a provision under which the import 
quotas can be invoked if they are having the effect of being brought 
n at the same time other commodities are being put into loan—in 
other words, in which the Government is paying for the domestic 
product, and if the Government is buying up the domestic product. 
That sort of situation should apply in any type of support program, 
hether it be for agricultural commodities or any type of manufac 
ired p oduct. because if you did not have it you would have the 
question or the case of the Government paying the difference there. 
That is the only reason you should have the quotas. 
Mr. Srmpson. Then you do favor quotas when they benefit cotton 
Mr. Surru. I should say I favor quotas when they benefit the na 
onal position of the Ame rica n Government, not to benefit any product. 
You see, right now the Department of Agriculture has invoked 


ertain types of quotas with regard to butter. ‘J hat Is not a question 
i what yo hould do in regard to foreign trade policy. Virtually 
ll domestic butter is being sold to the Department of Agriculture 
nder the Con modity Credit operation. If butt ter fro 1 abroad could 


» brought ll here and sold ata lowe 4 price, th: at Wo yale 1 b t] e equ Va 


. l = 1 
ot the Grovernment pavills the difference there 


‘| | ese quotas are i] voked. not to prot tect the butter market, but To 
protect the financial stability of the American Government. 

Mr. SIMPSON. Then vou do favor quotas for butter, and you do 
/ 


f or quotas Tor cotton / 
Mr. Sarrn. Under the present circumstances, that is right. 


Mi SIMPSON. Ther are cire umstances when you do be] eve in a 
M Smirnu. That is right 

Nii SIMPSON, Lut you do not agree to it with respect to import 
yr ¢ 1? ; 

Ir. SMITH. It might be possible to establish some ype of situation 


LiKe that. but I do not beheve it should be written inte » the law by 
Congress, at the time when you try to invoke that quota or invoke 


that duction in imports. that vou do not trv to vet ome be efits. 


¢ 


in return, from it. 

Mr. Stmpson. I see. Thank you, Mr. Smith. 

The Cyamman. Mr. Kean will inquire 

Mr. Kran. Do you believe that support prices on agricultural 
produets should be so high that vou have to put in such quotas ¢ Is 
not the answer to reduce the support price on vour cotton ¢ 

“Mr. SairH. We do not have to put any quotas on cotton 

Mr. Kean. On agricultural products. 

Mr. Surry. Well, I think that there is a situation where that should 
be rought to mind, that support prices can be too high. But the 
support prices are not based on the theory of how they operate with 
exports, although that factor should be considered. 

Now, in relation to cotton, the support prices are not too high, if we 
had the normal export market which would normally be available. 

It isa very complicated procedure, of course, as all of this is. But, 
naturally, when you have a support price in the case of butter, on a 
product w has there is no normal export market or anything like that, 
vou run into a far more difficult situation proportionately than you 
would on one of the major export crops. 

Mr. Kean. I agree with you, of course, that we have to impose 
quotas if we have a support price, or else we also support the whole 
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world. But it does seem to me that the logical thing to do, in carrying 
out your general theory of trade, would be to reduce the support price 
on your farm commodities, and then you would not have to have a 
quota. 

Mr. Smiru. There are a lot of commodities of that type where pro- 
duction is not controlled, and there is no possibility to control produc- 
tion, where I think you could take some action like that. 

The Cuarmman. Thank you for your presentation. 

Congressman Javits, I think a large number of us want to get on 
the floor when it convenes. Could you come back at 1 o’clock? 

Mr. Javrrs. I will be glad to, or I can finish in 10 minutes. 

The CHarrman. I do not believe you can, because of the questions. 

We will adjourn now until 1 o’clock. 

(Whereupon, at 11:45 a. m., a recess was taken until 1 p. m., of 
the same day.) 

AFTERNOON SESSION 


The Cuarrman. The committee will come to order. 

The next witness is the Honorable Jacob Javits, of New York. We 
are very happy to have you here, sir. We are more than pleased to 
hear what you have to say on this subject. 

Will you give your name and the capacity in which you appear, sir? 


STATEMENT OF HON. JACOB K. JAVITS, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF NEW YORK 


Mr. Javits. Thank you. 

My name is Jacob K. Javits. Iam a Representative in New York 
from the 21st Congressional District of the State of New York. 

Mr. Chairman, I appear today in favor of a 1-year extension of the 
Reciprocal Trade Agreements Act and as one of the sponsors of a 
bill for that purpose, H. R. 4724, which has been referred to this 
committee. 

The Cuamman. Mr. Congressman, would you like to put a copy of 
your bill into the record preceding your remarks ? 

Mr. Javits. If I may. It is exactly in the same form as the others. 
Perhaps we can save printing by stating it is for a straight 1-year 
extension. 

The CuarrMan. Without objection, it is so ordered. 

(The bill referred to follows :) 


[H. R. 4724, 88d Cong., Ist sess.] 


A BILL To extend the authority of the President to enter into trade agreements under 
section 350 of the Tariffs Act of 1930, as amended 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That this Act may be cited as the “Trade 
Agreements Extension Act of 1953”. 

Sec. 2. The period during which the President is authorized to enter into 
foreign-trade agreements under section 350 of the Tariff Act of 1930, as amended 
and extended, is hereby extended for a further period of one year from June 
12, 1953. ; 


Mr. Javirs. Mr. Chairman, I propose to make two major points in 
this testimony, first that such an extension as I recommend is in the 
interest of the security of the United States and, second, that such 
an extension is in the interest of American consumers. I testify 
as a Member of Congress—I am a member of the Committee on 
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Foreign Affairs, and the chairman of the Subcommittee on Foreign 
Economic Policy. 

The foreign-policy aspects of the reciprocal-trade authority exten- 
sion have been discussed here largely by Cabinet officials, and I believe 
that attention must very seriously be fixed upon them, for the question 
is not being discussed in a vacuum. We must realize that what we do 
will be interpreted abroad as having a significance far beyond the 
perhaps limited confines of what its effect may be upon any particular 
line of business. Should the Congress pass the bill which is before 
the committee, introduced by a very distinguished Member, Mr. Simp- 
son of Pennsylvania, and I might say a dear friend of mine and of 
so many of us in the House of Representatives, it will be taken abroad 
as a signal that the United States is withdrawing from world leader- 
ship and responsibility, and that it is our national purpose to keep 
the whole world in the position of waiting from year to year for the 
passage of a foreign-aid bill giving grants-in-aid. Because if Con- 
gress passes the Simpson bill we are to say to the free world that it is 
to go and find its export and import business wherever it can, even 
though it may be against the free world’s security interest, then the 
only way that we can keep the free world economically afloat is by 
helping it to balance its payments with the dollar area, which means 
mainly the United States, through very extensive grants-in-aid. 

I would like to submit as part of my testimony an analysis of the 
United States balance of payments made by the American Tariff 
League. 

(The matter referred to follows :) 


United States balance of payments, 1952 and 1951 


{In millions of dollars] 


1952 1951 
Item 
Credits Debits Credits Debits 
Exports of goods and services, total 20, 701 20, 218 
Merchandise, adjusted 15, 859 15, 485 
Transportation 1, 373 1, 487 
Travel 512 420 
Miscellaneous services 1, 046 834 
Income on United States investment abroad 1, 911 1, 992 
Imports of goods and services, total 15, 728 15, 054 
Merchandise, adjusted 11, 519 11, 668 
Transportation 1,0 2 933 
Travel 823 722 
Miscellaneous services 1,914 1 333 
Income on foreign investments in United States 421 398 
Unilateral transfers, total (net 5, 043 4, 913 
Private 415 412 
Government ; 
Economic aid — 1, 904 2, 969 
Military aid oe 2, 594 ne 1, 462 
Other si . 130 ha 70 
United States long- and short-term capital investments, total 
(net) 1, 350 1, 229 
Foreign long- and short-term capital investments, total (net) 1, 560 - 495 a: 
Receipts (credits) or payments (debits) of dollars for gold (net) 1 378 |.. --=-| 1 53 
Errors and omissions 238 536 oo 
Total bee . . 22, 499 22, 499 21, 249 21, 249 


1 Represents increase in United States gold stock. 


Source: Survey of Current Business, U. 8. Department of Commerce, March 1953. 
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Mr. Javirs. That shows very clearly that this balance of payments 
s held up as upon the shoulders of some colossus. by the sun. of 
roughly $414 billion in economic and military aid by the United 
States to other nations in the free world. One of the witnesses before 
our Foreign Policy subcommittee, as I understood it, has been frank 
enough to state that continued orants for foreign aid are implied if 
we do not liberalize our trade policy, so long as our foreign policy 
remains as it 1s now. 

I might say to my colleague, Mr. Simpson, who just came in, that I 
made it clear that I consider him a warm friend and so do so many of 
the rest of us. I know him well enough to know that he will take 
the arguments on my side as being dictated by the same sincerity and 
devotion to duty that we take his position to be, and with the great 
espect whi h | pay to him wma \ hich | know all my other colleagues 
who are on the same side of the fence with me in this argument. 
Mr. Srupson. I understand that, Mr. Chairman, fully. We ap 
prec ite ve ur bei oO here ; Mr. J ivits. 


Mr. Javirs. Thank you. 
This witness was, as [ understood it, quite frank about the fact that 


iO 


InKInNg the trade-not-aid idea rorelon ald would be built into our 
oreign policy as long as we stood by our present foreign policy. 
The difficulty with that is that om European friends are crowing 
very re tive under this need for lare mounts of aid to shore up their 
own ¢ ymies 

The pohey of the administration of “trade—not aid” has been 
popt 1 elved in Ew P I think it should be. I think the 

( point to impress upon this committee is that whether we 

» it or not. the fact that Congress does not go along with the Presi 
| nally re jueste i by the administration, for a flat l-year 
extension of re pro il trade authority until the findings by the Com 
sion on our foreign economic policy which the President is going 
to appoint, if will be taken by the whole world th beginning of a 
protectionist philosophy on our part, throwing out the slogan of 


vde—not aid.” and withdrawing the United States into a new kind 
f ¢ onomi isolation. 
lhe danger in this situation is that the failure to extend the recipro- 


i Trade agreements program in pursuance of the President s program 


ll represent a blow to the : ul tv of the United States. for I believe 

reversal in our trade pocy., which this would sion) il to the world, 
again. I repeat whether we will it or not, can throw Western Europe 
econom uly nto the arms of the Soviet Union. 

Let me give the committee the figures on that because I think it 

Important. The Soviet Union is making a determined economic 
drive against the whole free world. It is vastly increasing its own 
industrial power. Everybody knows the bid the Soviet Union made 


for business with Western kKurope in the Moscow Conference (which 


even attracted United states businessmen ), and the Soviet’s actions 
at the recent session of the U. N. Economic Commission for Europe. 
For anyone who read the New York Times this morning, there-is a 
complete front-page story on this subject from Bonn, saying the Rus- 

ans have invited the Germans to trade by furnishing them a list of 
materials they could sell to the Soviet bloc, and the German have given 
nother list they think they would like to sell. Europe just had to 
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do its main business with all the countries in the Soviet bloc. I hope 
the committee will receive some figures on that score. 

Western Europe’s markets before World War I1—and that includes 
Western Germany alone, separated from East Germany—Western 
Europe’s exports before World War ITI (in 1938) went to what is now 
the East European Communist bloc and Communist China to the 
extent of 39 percent of its total exports, and Western Europe's im- 
ports from that bloc were 28 percent of Western Europe’s total 
imports. 

Western Europe in 1938 sold to what are now the Communist bloc 
countries, various types of manufactures and received in return wheat 
and other grains, coal, meat, sugar and timber; in fact, the main sup- 
plies of these items came to Western Europe from the East. 

This has fallen to 5 percent of Western Europe’s exports and 5 
percent of its imports, respectively, as of 1952. The following chart 
prepared from Government sources shows the situation. 

(The chart referred to follows :) 

Share of Eastern Europe and Communist China in Western Europe’s’* Trade 
with the Outside World, 1952 


[In millions of dollars] 


IMPORTS 
1. Total i é 32, 298 
Total less intra-Western European trade 19, 078 
Imports from the East: 
From Eastern Europe 4 ; ; 837 
From Communist China 


3: Total imports from the East_-_- ae fl acini ake 895 
4. Line 3 as percent of line 2 5 


EXPORTS 


1. Total’ 5 ss ah pesca dpenmpenebelbeatac ected 27, 144 
2. Total less intra-Western European trade’ saeenesahenendaatindadh 14, 048 
Exports to the East: 
To Eastern Europe ae : T00 
To Communist China ; iragisaaegl oa 27 
3. Total exports to the East ie — a 727 
4. Line 3 as percent of line 2 aa . . " : 5 


1 Western Europe includes all OEEC countries, Finland, and Yugoslavia 


Source: OEEC, Foreign Trade by areas, April 1953 
Share of Fastern Europe and China in Western Europe’s’ Trade with the Outside 
World, 1938 
{In millions of dollars] 
IMPORTS 


1. Total’ : ‘ . ae , s 14, 636 
2. Total excluding intra-Western European trade? 9, 435 
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Share of Eastern Europe and China in Western Europe’s* Trade With the 
Outside World, 1938—Continued 


Imports from the East: 


Senn I TN ia eee nine acini mapeaniion 1,018 
Western Germany from Eastern Germany (estimated)_--~. 1, 600 
Wranbeem apemeene *Sr0nl Ce nk kee cenceee 66 
B. Motel imports: fecme the Mastinsi 5 ise esi eh ei 2, 684 
B. Tide Be ween OR NA 2 ek sein thle ey msn cienibeen erp 28 
EXPORTS 
1. Total’ ‘ = slices a edeleiaingthiesaitaeeg ipa 11, 510 
2. Total excluding intrs 1-Western E uropean trade’ Caneel chsh) cciterceaiieiecen 6, 535 
Exports to the East: 
To Eastern Europe__- cc AE cari dateenicbeba dh kbbiitdactabsaaandae.“s (Le 
Western Germany to Eastern Germany (estimated) -_ ------ 1, 800 
RN ee an See es ee eee 27 
S.. Rotel exported tb: Site WAM. 6 oe ik Js | SR 
4. Line 3 as percent of line 2 me alga R heed b aah tea hn dada 89 


1 Western Europe includes all OEEC countries, Finland, and Yugoslavia. 
2 Includes interregional trade between Western and Eastern Germany. 


Sources: OEEC, Foreign Trade by Areas, Yearbook 1937-51 (Finland and Yugoslavia 
shifted from eastern to western Europe.) Estimates of trade between Western and 
Eastern Germany: U. N., Economic Bulletin for Europe, third quarter, 1949. 

There is no question in my mind, and I believe in the minds of many 
other = alified observers, that if, by failing to extend the Reciprocal 
Trade Act, we signal a change of policy to the free world—and I say it 
may ve ry well be unwittingly—we will be making a move to drive 
the free world economically into the arms of the Soviet Union and the 
Soviet satellites. 

Let me quote for the record what Mr. Malenkov, the new boss, the 
new Stalin of the Soviet Union said as recently as October 5, 1952, 
in his report to the 19th party Congress. He said as follows: 

American imperialism is acting today not only as an international exploiter 
and enslaver of nations, but also as a force that is disrupting the economies 
of the other capitalist countries * * * it is wrecking the historically estab- 
lished multilateral economic ties between the capitalist countries and replacing 
them by unilateral ties between these countries and the United States. Boosting 
their exports through the most unscrupulous dumping while at the same time 
closing their home market to foreign goods * * * the economic policy pursued 
by American imperialists is hound to aggravate the antagonisms between the 
United States and other capitalist countries. 

Mr. Chairman, we know this is a complete fraud, we know it is 
the usual Soviet propaganda to try to divide free peoples and get 
them mad at each other. But think of the new edge that can be given 
to this propaganda if the other powers in the free world would feel 
we are making a marked change in our policy as a result of our failure 
to follow the recommendations of our own President. 

I have just one other point in respect to this bill, which I would 
like to refer to, and that is the situation as it affects consumers. I 
think that the consumers’ place in this situation, aside from the con- 
sumers’ place in the fuel-oil question, has not been sufficiently, em- 
phasized. It is often said that when you average all of our tariff 
rates they come out relatively low. The difficulty is that areas in 
which there are very high rates are the very areas which hurt con- 
sumers the most, because consumers are therefore buying in a very 
highly protected market that has none of the pressures “of imports 
upon prices of domestic makers. 





Nee. 
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Some of these cost-of-living items which have very high tariff rates 
ire the following: 

Tile, earthenware, crockery, chinaware, glass, household, kitchen, 
and hospital utensils, furniture and house furnishings, c utlery, many 
textile items and all of these are in the brackets ranging between 25 
and 70 percent. 

I derive the detailed information to which I have referred and with 
which I am sure the committee is familiar, from the Bell report, the 
report of the Public Advisory Committee on the Mutual Security 
Program. ‘The consumer is paying the bill when there is not effective 
competition of imported with domestic items figuring heavily in 
the cost of living. If businesses of the kind I have mentioned which 
lave no real strategic implications cannot more effectively and pro- 
vressively compete on more equal terms with the competition from 

broad, then the consumer is being hurt. 

To refer directly to the Simpson bill when it requires the Presi- 
dent of the United States to treat the recommendations of the Tariff 
Commission as mandatory, when it gives the Tariff Commission a 
formula which makes it essential to invoke the escape clause and 
in effect to raise the tariff in any area in which the Commission finds 
injury to an American business, even though uneconomic and whether 
strategic or not, then I think it is ms iterially hurting the consumer. 

The. Bell committee reports that if we follow out the policy which 
they a nd, and which they consider to be and find to be of 
material benefit to the consumer, there will be an estimated increase 
in our imports of something like $700 million to $1 billion per year. 
This represents just about one-half of 1 percent of the aggregate of 
goods involved in trade in our country. I would like to give the 
source of that figure because I think it is important. We see a lot 
about the gross national product running in the area of over $350 
million a year, and a lot about our national income running in the 
area of $250 million. But that figure is rarely broken down to the 
actual goods which we produce and sell plus the cost of transportation. 
[ have ascertained, and it must necessarily be an estimated figure, 
that it is about $170 billion. That is the bedrock of the American 
economy. Everything else is built upon it. So if you take an in- 
crease In imports following the recommendations made in the Bell 
committee’s report, we will get at most just about a little more than 
one-half of 1 percent impact upon that structure upon which our whole 
economy is based. 

It seems to me that this question of how it affects the consumer 
is vitally important. I would like to allude to just one other thing 
before I close, and that is that the administration has practic ally 
given Congress an assurance of a standstill. It says it is not going 
to make any other reciprocal trade agreements until the foreign 
economic policy is fully reviewed. Therefore, isn’t it logical that 
if we should pass a bill going away from that thesis, that it must 
be necessarily interpreted in the free world that we are going back to 
the completely protectionist idea, which to the free world, I think, 
will be such a signal of danger as to have very grave implications 
in driving it economically toward the Soviet Union. 

Ine identally, i in referring to this whole question in foreign policy 
terms, it has been called to my attention that the quota restriction 
upon the import of petroleum in the Simpson bill may well result in 
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a violation of our trade agreement so recently made with Venezuela. 
Now we may say that there is an escape clause. But the fact is 
that as far as the world is concerned, and as far as Latin America is 
concerned, they may well feel that they made their agreement upon 
the theory of the escape clause being written in the Reciprocal Trade 
Agreements Act as it stands today. 

I do think that it is the duty of each Member of Congress, especially 
every member with specialized experience, whether it is in foreign 
affairs or another field bearing on this issue to come to you with the 
benefit of our experience gained in this hard committee labor and 
to put it on the desk and to ask you to give it that consideration in 
the best conscience which I know you are all trying to apply to this 
bill. 

I thank you, Mr. Chairman. 

The Cuairman. Does that complete your statement, sir 

Mr. Javirs. Yes, sir. 

The Cuairman. We thank you very much for your appearance and 
your cont ribution to the information of the committee. 

Are there any quest ions ¢ 

Mr. Simpson will inquire. 

Mr. Simpson. Mr. Javits, in view of the statements that have been 
made before the committee, and which you just repeated ho new 
agreements would be made within the yvear—do you have any opinion 
as to whether we should extend the rieht to make agreements during 
the next vear / 

Mr. Javirs. I do, Mr. Simpson, for if you continue the law as it is, 
then you indicate to the world no change of policy, and I think that 
tS really the essence of secretary of State Dulles’ reply. When he 
appeared before the Foreign Affairs Committee he said, on the Mutual 
Security Program, that what we are trying to do in foreign policy is 
to present a package—it consists of foreign aid, our own military 
appropriations, and the extension of the reciprocal trade agreements 
program while we examine the whole foreion economic policy. 

He called that one package in the foreign policy of the United 
States. So that I think that the extension represents to the world a 
representation by us that we are making no change in policy. 

Mr. Simpson. Do you not agree that that at least serves notice to 
the other countries that we are considering making a change of policy ? 

Mr. Javirs. No: I do not. I believe that an extension, a straight 
extension, of the law will just indicate that the United States is at this 
time standing where it is, whereas I think the passage of the Simpson 
bill, now under such serious consideration by the committee, would 
ndicate we are voing prote tionist ina big way 

Mr. Simpson. In view of the Bell report to which you referred, do 
you see a necessity for a further study ¢ 

Mr. Javits. I see a necessity for a further study, because I believe 
that this new administration is entitled to use its initiative to see if 
there are ways in which trade and economic activity generally can 
be stimulated which are improvements upon anything which has been 
suggested before. I personally am very devoted to the leadership of 
the President as I think so many of us are in the Congress. I might 
say that probably includes the gentleman from Pennsylvania. 

I feel that the new administration ought to have their opportunity 
to review the situation and not just be asked to accept the Bell or the 
Gray or any of the other reports. 
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Mr. Srupson. In the latter part of your statement, the last sentence 

‘two, you refer to the Bell re port, and you speak of the interest of 
a consumer, stating that his interest far outweighs minor damage 
to businesses economically set up here. Do you have in mind any 
special businesses / 

Mr. Javits. Well, I specified the lines in which I thought there was 
a great pressure upon the consumer as being in the cost-of-living items. 
1 would be perfectly willing to Sit) that in this kind of activity : tile, 
earthenware, crockery, chinaware, glass, various types of utensils, 
house furnishings, et cetera, the consumer has a right to have the Con 
gress look with a very keen eye as to whether business is or is not 
economically set up in this country and he should not be asked to pay 
the whole cost, if some businesses are uneconomic. 

Mr. Simpson. Would you make price the consideration ¢ 

Mr. Javits. | would make price, quality, delivery, de pend: ability, 
and all of the other elements which go into a consumers decision to 
buy, a consideration. tam not saying that the only single considera- 
tion is price in terms of the consumers interest; it is the very major 
consideration, other things being equal. 

Mr. Simpson. Lassume vou would not bring in the protective factors 
suggested in the Bell report unless because of the consumers interest 
and the business being proved uneconomical because of being forced 
to the wall, I assume you would want tariff in those arene? 

Mr. Javits. Mr. Simpson, it is not my idea to ask for anything to- 
day other than an extension of the act itself as is. The ‘re fore. I 
am not here to argue the merits or demerits of ia particular tariff 
on a particular item. I say surely, we have to appraise the continu 
ance of every business, I think it is import: ant to appraise it. I would 
like to see it ap pr aised in the terms of the consumer, also | would like 
to see this new Commission on Foreign Economic Policy wrestle with 
that problem. I don’t think we ought to prejudice the case by showing 
we are changing our policy 

Mr. Stupson. You are talking about many textiles, you are talking 
about household, kitchen, hospital utensils, furniture, and house fur 
nishings and so on. Do you mean that there is a possibility that 
prices are too high there and there should be lower tariffs, and if so 
that those particular businesses may be allowed to waste away here ? 

Mr. Javirs. No, I mean that these businesses which are here should 
be faced with fair competition from abroad, and I believe that by 
leaving the situation as It is, subject to the study of this new Foreign 
Economie Policy Commission, we are doing the best job we can at the 
moment in that regard. 

Mr. Simpson. You speak about the Bell report, and then you go on 
and say where the problem can be better dealt with, that is, the prob 
lem of relief to these industries, you say we can deal with it as we have 
with the conversion of industries from war to peace after World War 
Il. What do you mean by that ? 

Mr. Javirrs. What I mean is if it should be found that certain 
businesses are uneconomic and a shift is necessary for those who have 
the businesses as well as for their workers, then the Government should 
as it did in the conversion of industries from war to peace help with 
that. We helped with loans, we helped with advice and information, 
and in other ways. I think this matter of keeping our trade policy 
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viable in terms of the free world is just as much a defense measure 
as supplying funds for our Armed Forces. 

Mr. Srourson. I think no one would deny that in manufacturing 
bicycles today it is unquestionably uneconomic to do it here at home. 
All of the testimony bears that out. And the same thing is true with 
respect to manufacturing dishware and glasses, in certain categories. 
Are you suggesting, assuming the truthfulness of what I tell you 
about the economic condition in those industries, are you suggesting 
that the Government should look to those industries and give them 
aid by way of grants of one kind or another ? 

Mr. Javits. It should not help the industries to perpetuate their 
high-cost situation as far as the consumer is concerned without meeting 
fair import competition. 

Mr. Sruvpson. Should it rather educate the people that work there 
to go into some other area ? 

Mr. Javrrs. It should help them and it should help the businesses 
themselves to convert. 

Mr. Stmpson. Would you apply that same line of reasoning to 
watches, where the American made watch cannot economically be 
made to compete with the foreign-made watch ? 

Mr. Javits. All I say, sir, is this: I am not trying to prejudge each 
case. I only say as a general principle where a business is displaced 
because of the paramount interest of the United States, there I think 
the United States has reason for undertaking some obligation to help 
that business and its workers bridge the gap in some fashion. Perhaps 
it cannot be done in some cases at all, a lot of people go out of business 
when they are uneconomic or inefficient and for all kinds of reasons— 
that is what we mean by private enterprise. There is no responsibility 
on the part of the United States or on us as Congressmen generally 
to keep uneconomic or inefficient businesses in business. We must, 
however, guard against unfair competition and keep a fair balance 
for the consumer. 

Mr. Stmpson. Usually here at home you have the same laws applying 
to each person, the same taxes and social-security benefits, and you 
pay the same rate for labor, generally. But you are competing here 
with low-cost producers in many instances. 

Mr. Javrrs. You are competing with low-cost producers and yet 
the automobile fellows do not seem to be afraid of that, when they 
figure their own kind of efficiency and they add the cost of transporta- 
tion. In some businesses, and we do now, in the reciprocal agreements, 
make some compromises. That is understandable. The only thing 
I do not want to do is to change our policy. We ought to be trying 
hard to accommodate the consumer in terms of the import question, 
and we should not turn our faces against him saying if any business 
falls off, no matter how uneconomic is that business, we will raise 
tariffs and shut out the competing imports. 

Mr. Sturson. Do you suggest we must provide the market for that 
part of Western Germany’s exports which formerly went east ? 

Mr. Javrrs. I do not suggest anything, except we ought to give them 
a fair opportunity in respect to our market, just as we expect them 
to give us a fair opportunity in respect to their market. I pointed 
out we are exporting 15 billion a year and importing 10.5 billion. 
In the overall picture, there is certainly room for more imports. 
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The Cuarrman. Are there any other questions? 

Mr. Kean will inquire. 

Mr. Kran. Referring to that last question of Mr. Simpson’s, as one 
of the methods by whic h the dollar gap may be lessened, do you believe 
that East-West trade in items that are not critical items should be 
increased so that the nations which historically have done most of their 
business across the Iron Curtain will do more again ? 

Mr. Javrrs. Mr. Kean, I do not believe that it ought to be increased 
now. I think that it ought to be increased only as part of the package, 
of deeds, in which the Soviet Union will come to terms with the free 
world. I think if you sell cotton, which sounds nonstrategic, it can 
clothe soldiers. I think if you sell stuff for homes, home furnishings, 
it can encorage people to do harder work in armament factories. IT can 
hardly think of anything, even toys, which you could sell to the Soviet 
Union which would not indirectly or directly strengthen the Soviet 
Union in what appears to be today some kind of preparation for more 

aggression against the free world. Therefore, I do not think the free 
nations of Europe ought to be pushed economically toward hte Soviet 
Union, except when all of the free world is working out some kind of 

deal with the Soviet Union for settlement of differences and not 
before. 

Mr. Kean. In a country like Western Germany, which did such a 
large part of its trading with the eastern side across the Iron Curtain, 
it is really impossible, whatever we do with the tariffs, to get them 
off our backs unless they can do some of their trading, as historically, 
with the Balkans and with the eastern part of Germany, which they 
used to do. 

Mr. Javirs. I hope my colleague will forgive me if I differ, and 
I would like to say why. I think when I spoke about initiative, we 
have to show initiative to deve lop the free world, at least as effectively 
as the Communists seem to show initiative in pushing for world revo- 
lution or conquest. That means that we have to give West Germans— 
and they are industrially a very active people—an opportunity to 
utilize their initiative in the underdeveloped areas where there is 
plenty of room for us, them, the British, the French and for everybody 
with brains in the free world. 

That is the initiative to display. We should not make it necessary 
for the West Germans to do business with the East. We should not 
push them economically toward the Soviet Union. That is against 
our security interests. That is the main reason I am for the President’s 
program, and against the Simpson bill. TI believe this is an acid test 
for us. Are we going to economically lose this struggle against com- 
munism? All the armies and navies in the world are going to stand 
still if there is no war. But the economic struggle goes on forever. 
I think we are in grave danger of being hurt by the Soviet Union 
economically unless we mind our P’s and Q’s right now, right here, 
and in this committee. 

Mr. Kean. Well, I agree with a great deal of what you say, but 
I think you are pretty optimistic if you can feel that we can develop 
such a large market for some of those products in the Western W Ford. 
I hope it is so. 

Mr. Javirs. Mr. Kean, may I just give one sentence of response to 
that. You and I and every ‘member of this committee were equally 
optimistic, that despite the fact that the Japs had mauled our Navy 
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ind we had little air force after Pearl Harbor, we could lick the Jap- 
nese and we did. That is how urgent this is, in my opinion. 

The Cuarman. You spoke about Japan. Japan would never have 
had a war in the Pacific if it had not been for the people that wanted 
to pump exports 1n there to ti vy to save the reciprocal trade agreements, 
It cost us about 3,000 lives in Pearl Harbor. That is what your 
re iprocal trade agreements did, and I can prove it. 

Thank you for your statement. 

Mr. Javits. Thank you, sir. 

Mr. JENKINS (presiding). The next witness on the schedule is Mr. 
Kestnbaum. You may proceed. Give the clerk your name, and if 
you have an expert with you, bring him to your side. 


STATEMENT OF MEYER KESTNBAUM, PRESIDENT, HART, SCHAFF- 
NER & MARX; CHAIRMAN OF THE BOARD OF TRUSTEES OF THE 
COMMITTEE FOR ECONOMIC DEVELOPMENT, CHICAGO, ILL. 


Mr. Kestnpaum. Mr. Chairman, my name is Meyer Kestnbaum. 
| aim president ot Hart. Ss haffne rc Marx of Chicago. Ill. and chair- 
man of the board of trustees of the Committee for Economic Develop- 
ment. The Committee for Economic Development is a private, non- 
political organization of businessmen formed to study and report on 
the problems of achieving and maintaining a high level of employ- 
ment and production within a free economy. Its research and policy 
committee issues from time to time statements on national policy con- 
taiing recommendations for action which, in the committee’s judg- 
ment, will contribute to maintaining productive employment and a 
rising standard of living. A list of members of the CED research 
and policy committee is attached. 

(The list referred to follows :) 


RESEARCH AND Policy COMMITTEE 


Frazar B. Wilde, chairman, president, Connecticut General Life Insurance Co 
Hartford, Conn 

J. Cameron Thomson, vice chairman, president, Northwest Bancorporation, 
Minneapolis, Minn. 

Elliott V. Bell, chairman of the executive committee, McGraw-Hill Publishing 
Co., Ine., New York, N. Y. 

John D. Biggers, president, Libbey-Owens-Ford Glass Co., Toledo, Ohio 

James F. Brownlee, partner, J. H. Whitney & Co., New York, N. Y. 

Charles 8S. Cheston, Philadelphia, Pa 

S. Bayard Colgate, honorary chairman of the board, Colgate-Palmolive-Peet Co., 
New York, N. Y. 

S. Sloan Colt, president, Bankers Trust Co., New York, N. Y. 

Gardner Cowles, president, Des Moines Register & Tribune and Cowles Maga- 
zines, Inc., New York, N. Y. 

Jay Tt. Crane, vice president, Standard Oil Co. (New Jersey), New York, N. Y. 

Harlow H. Curtice, president, General Motors Corp., Detroit, Mich. 

lL). W. Figgis, director and former chairman of the board, American Can Co., 
New York, N. Y 

Clarence Francis, chairman of the board, General Foods Corp., New York, N. Y. 

Philip L. Graham, president and publisher, The Washington Post, Washington, 
D.C 

Robert Heller, president, Robert Heller & Associates, Inc., Cleveland, Ohio 

Amory Houghton, chairman of the board, Corning Glass Works, Corning, N. Y. 

Thomas Roy Jones, president, Daystrom, Inc., Elizabeth. N. J. 

Ernest Kanzler, chairman of the board, Universal C. I. T. Credit Corp., Detroit, 
Mich 
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Meyer Kestnbaum, president, Hart Schaffner & Marx, Chicago, Il. 
Sigurd 8. Larmon, president, Young & Rubicam, Inc., New York, N. Y. 
Roy E. Larsen, president, Time, Inc., New York, N. Y. 


Fred Lazarus, Jr., president, Federated Department Stores, Inc., Cincinnati, 
Ohio 

Leroy A. Lincoln, chairman of the board, Metropolitan Life Insurance Co., New 
York, N. Y. 


Thomas LB. MeCabe, president, Scott Paper Co., Chester, Pa 

Fowler McCormick, Scottsdale, Ariz 

Don G. Mitchell, president, Sylvania Electric Products, Inc., New York, N. Y 

George L. Morrison, chairman of the board and president, General Baking Co., 
New York, N. Y 

Howard C. Petersen, president, Fidelity Philadelphia Trust Co., Philadelphi: 


Pa 


Philip D. Reed, chairman of the board, General Electric Co., New York, N. ¥ 

Nelson A. Rov kefe ler, New York, N. ¥ 

Beardsley Rumi, New York, N 

Harry Scherman, chairman of the bourd, Book-of-the-Mouth Club, Inc., New 
York, N. ¥ 

S. Abbot Smith, president, Thomas Strahan Co., Chelsea, Mass 

H. Christian Sonne, chairman of the board, Amsinck, Sonne & Co., New York, 
N. ¥ 


\lan H. Temple, executive vice president, the National City Bank of New York 

New York, N. Y. 

Mheodore O. Yntema, vice president, Finance, Ford Motor Co., rent rn, Mich 
J.D. Zellerbach, president, Crown Zellerbach Corp., San Francisco, Calif. 

Kesrnpaum. I am happy to have the oportunity to present to 
you the views of CED’s research and policy committee on the recip- 
rocal trade agreements program. In presenting these views I want 
to make it clear that we are not ippearmg on behalf of any parti ulai 
ndustrial or group interest. Our coneern is for the general interest 
of the United States—the welfare of all our people and the strengthen- 
ing of our national security. 

The posit ion of the United States as a great and free nation requires 
us to maintain liberal and consistent policies, both domestic and for 
eign. Our trade policy is an important factor in our domestic econ 
omy. Itisalsoa vital element in our foreign policy. 

A liberal trade police vy contributes to our objective of stren: othe ning 
our domestic economy by increasing productivity and living stand 
ards. It does this by enabling us to use our resources in the most ef- 
fective manner, specializing on what we can produce best and ex 
changing these products for goods which other countries produce more 
cheaply than we can make them. For the same reason, a liberal trade 
polic: y contributes to our obje ctives of stre ngthe ning our allies. +e 
abling them to produce and sell more of the produc ts which they can 
make most efficiently increases their productivity and helps rm to 
become self-supporting and strong. 

Liberalization of our trade olicy is necessary to maintain consist- 
ency in our foreign policy. We are urging other nations to break 
down their long-est: ablished trade and commercial barriers, to broaden 
markets, and to achieve increased freedom of exchange. This course 
of action, we believe, will enable them to increase their economic and 
military strength as our allies, and will also enable them to reduce 
unrest by increasing the living standards of their people. A policy 
which involves increasing our own trade barriers is sharply incon 
sistent with the policies which we are urging other nations to adopt. 

The CED believes that the logical course for the United States 
and other nations to follow, for our mutual benefit, is a gradual and 

82604—53——_108 
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consistent policy of tariff reduction. Our opinion that trade barriers 
should be reduced stems from one of our most fundamental convic- 
tions. We believe that the American economy has grown to its present 
tremendous strength because it is free and competitive, and because 
it has had opportunity for constant expansion. In our view, the 
closer we can approach similar conditions in the world economy, the 
better will be the economic health of our own and other nations, and 
the greater the opportunity of people all over the world to improve 
their condition of life. We need expanding markets both at home 
and abroad. 

Today the rate of technological progress of our economy outstrips 
that of the rest of the world. Our ability to turn out new, better, 
and cheaper products is always creating demand abroad for more of 
our goods than other countries have the dollars to buy. Because 
with our highly mechanized industrial system, the American worker 
can turn out more goods than the workers of other nations, he has 
an income that is the envy of the rest of the world. Most of our ex- 
ports are of finished manufactures and agricultural products. These 
are the areas in which our tremendous productivity can best compete 
successfully with the products of low-wage countries, for the preva- 
lence of low wages is evidence of low productivity. 

In 1952 our exports amounted to $15 billion, or 4 percent of our 
gross national product of $346 billion. While they appear small in 
relation to our total production, exports are 1 responsible for the employ- 
ment and high wages of many workers in our most important in- 
dustries. To many of these industies, exports are of the greatest 
importance. Twenty-five percent of our textile machinery produc- 
tion, 22 percent of our machine tools, 21 percent of our tractors, 19 
percent of our printing machinery, 16 percent of our oilfield machin- 
ery, 13 percent of our diesel engines, 11 percent of our motortrucks, 
and 11 percent of our agricultural machinery were exported in 1950. 
In agriculture, in the period of 1949 to 1952, we exported 38 percent of 
our output of cotton, 37 percent of our wheat and flour, 26 percent of 
our tobacco, 31 percent of our grain sorghums, and 39 percent of our 
rice. 

A high rate of output in these and many other industries is essential 
also to our national security, for our exporting industries produce 
most of our basic war material and most of the weapons we supply to 
our allies. 

The exports of American goods to other nations must be paid for. 
Unless other countries are able to obtain dollars, they will be unable 
to buy American products. The principal ways in which other coun- 
tries can obtain dollars are by selling their goods to us or receiving 
aid from us in the form of grants or loans. 

Since World War II, the sum of American investment abroad 
and American purchases of foreign goods and servicer has been in- 
sufficient to finance the purchase of the American goods urgently 
needed by other nations. We have been making up “this deficienc y 
by means of foreign aid. As the recovery of foreign production has 
progressed, the need for aid has declined. But the balance of pay- 
ments deficit of other nations with the United States remains large. 

It has become clear that aid programs are not acceptable as a per- 
manent solution to the problem of the dollar shortage. Aid should 
be reduced as nations become better able to finance their own share 
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of our mutual defense requirements and at the same time maintain 
tolerable living standards. 

Despite reduction through trade agreements negotiations, American 
tariff barriers are one of the important causes of the rest of the free 
world’s shortage of dollars. Aimed particularly at those classes of 
goods which our major allies are best able to produce and export, our 
present tariff policies reduce the ability of other countries to sell their 
products in the American markets. We then tax ourselves, or go into 
debt to give our allies the dollars they need to buy the exports we 
will not let them earn for themselves. Our restrictive trade policies 
thus add substantially to our tax burden and lower our living 
standards. 

To put the effects of tariff reduction on our economy in proper 
perspective, it is important to understand the composition of our 
unports. Last year United States imports totaled $11 billion, or a 
little more than 3 percent of our national output. Most of these 
imports consisted of raw materials essential for our own production, 
which we would continue to buy even if their prices were increased. 
The tariff issue is not importantly involved in the case of most of these 
raw material imports. 

Our imports of finished goods totaled $2 billion, and this $2 billion 
only about $1 billion, or three-tenths of 1 percent of our total national 
output, were subject to duties. It is around the question of a mod- 
erate increase or decrease in this $1 billion of imports that the tariff 
question revolves. 

The practical issue which we face is not one of market or sudden 
changes in the volume of our dutiable imports. The real issue is 
W hethe ‘r we shall increase barriers to trade and keep a small amount of 
foreign goods out of our market, or whether we shall gradually lower 
the barriers and let foreign producers sell us a small amount more. 

The difference between a little more trade and a little less trade is, 
however, of great importance. Because they are so short of dollars, 
the relatively weak economics of Europe and the rest of the free 
world can buy from us only the most fundamental necessities. By 
increasing the opportunity of foreign nations to sell their products in 
the American market through the reduction of our trade barriers, we 
will lessen the need for dollar aid and improve the economic health 
and strength of the free world. And by increasing their economic 
strength we increase both their will and their ability to join in defense 
against aggression. We thus strengthen our own security. 

We believe that the practical approach to tariff reduction is a grad- 
ual policy. Our present system of tariffs has developed over a long 
period of time. It has affected, in greater or less degree, the de -velop- 
ment of a number of our industries. An abrupt and drastic change 
in tariff policy might well cause hardship to these industries. 

The extent of hardship that might result from gradual reduction of 
the tariff, however, is another question which needs to be put in proper 
perspective. The area of possible hardship is small; the critical items 
(imports of finished manufactures subject to duty) amount to less 
than one-half of 1 percent of our total domestic consumption of manu- 
factured goods. Moreover, the extent of dislocation resulting from 
gradual tariff reduction will ordinar ily be considerably less than that 
which our industries frequently experience from domestic causes, 
such as new technological processes or new products introduced by 








1702 TRADE AGREEMENTS EXTENSION ACT OF 1953 


competitors, geographic shifts in industry, or changes in consumers’ 
tastes. Our economy has repeatedly shown its ability t to adjust itself 
to such changes without special protection or relief. The dislocations 
likely to result from gradual tariff reduction do not, in our opini ion, 
justify the ce rree of alarm that has been expressed about them. ‘The 


concern seems out of proportion to the size of the problem 


Where an industry is seriously affected by tariff reduction, and 
where it is in the national interest to give relief—as, for example, 
where a product Is Importa it for the national security—there are 
Inany means of pro\ ding aid that are preferable to increasing tariffs. 
lariff increases tend to provide employmie nt and markets for a few 
people at the cost of reduced productivity and living standards for 
the Nation. I) pro iit co re lef, the imterest of the Nation as a whole 
must e the paramount consideration. 

Important as is the reduction of tariffs. con sistency of American 
policy is equally important. The establishment and maintenance of 


a market in the United Stites, whether by a domestic or a foreign 


produce r, requires a large commitment of funds and executive et ergy. 
As long asthe threat exists that forelen produce rs. if they are success 
ful, w 1 be penalized by nereased ti: riffs on the i products —as, TO! 
example, under the peri!-point provisions of the present Trade Agree 
ment Act the unceriainty of American policy can discourage the 
PTow th of IMporis into America as much as the level of tariffs itself. 

Phe CED believes that the authority for the reciprocal trade agree 
ments program should be renewed, and that the American policy of 
trade barrier reduction should be vigorously pursued. Retictin 
barriers to international trade should be a basic, permanent part of 
American policy. The authority for reciprocal trade agreements 
should be renewed for a period suftic iently long to reflect that fact. 

susiness at home and abroad shoul | not be subject to the uncertainties 

that result from annual debate over its renewal. Accordingly, we 
recommend that consideration be given to an extension of the author 
ity that would stand unless repealed by law. 

furthermore, we believe that the Trade Agreements Act should 
be renewed without the pr ril point and escape-clause provisions that 
have been added to it in recent years. Even though these clauses 
have not been wide ly ap plied, the fact of their existence has been a 
strong deterrent to attempts by foreign exporters to establish markets 
In this countr y. The pel il point procedure also adds to the already 
great. complexity of trade agreement negotiation. The peril-point 
provisions impose on the Tariff Commission the impossible task of 
establishing in advance the exact minimum rate of duty which would 
protect an American industry against injury; in such circumstances, 
the Commission must be expected to err on the side of caution. Under 
both provisions, moreover, the Commission must make its findings 
with regard only to the industry in question: no consideration may 
be given to the national interest, the concessions obtained in return, 
or the injury to other interests if compensatory concessions have to 
be foregone or revoked. And both provisions serve to weaken the 
President's position in negotiation and subsequently. 

In the proposal now before your committee, the peril-point and 
escape-clause provisions are broadened to a point where they appear 
to us to change the entire purpose for which the trade agreements pro- 
gram was originally adopted. Under the proposed changes the 
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Tariff Commission, which can only deal with specific cases, would be 
given the power to make final determination of relief. The Presi- 
dent would lose his authority to reject the recommendations of the 
Tariff Commission even when he concludes that its findings are 
against the interest of the Nation as a whole. And the concept of 
injury is so broadened as to make it possib le for one firm or its em- 
ployees to bring about the upward revision of a tariff on an entire 
industry. These changes, in our opinion, would not be in the best 
interests of the Nation. 

We believe that the proposed amendments relating to quotas on 
imports of agricultural products and residual fuel oil and the pro- 
vision for a sliding-seale tariff on lead and zine are also contrary 
to a policy of expanded world trade. They appear to us to con- 
stitute a reversal of the American program of trade-barrier reduction. 

The lowering of American trade barriers is not a panacea; it will 
not overcome all the world’s economic troubles. Tariff reduction by 
the United States will not cause our imports to rise sufliciently to 
ont the dollar shortage. Primary responsibility for this must rest 
on the dollar-short countries aeendies It will require firm steps 
coe to prevent inflation. It will require improvements In pro- 
ductive effort and efficiency. It will require reduction by other coun 
tries of their own tariff barriers against their neighbors. And it will 
require great efforts by foreign producers to attract and hold cus 
tomers in export markets, in the United States and elsewhere, 

\ more liberal American policy toward imports will, however, 
be an important contribution to the improvement of the world’s 
economic health, one of the most important we can make. It will 

pply opportunity for other countries to increase their dollar earn 
ings. As an indication of our willingness to cooperate with them and 
is evidence of our intention to follow a consistent policy, it will 
nerease their confidence in our leadership. It is a gesture that will 
contribute greatly to the willingness of other nations to take the 
difficult course that it is necessary for them to follow. Increasing 
the determination and strength of our allies is in our own national 
interest. The cost involved in gradual reduction of our tariff barriers 
isa small price to pay for the benefits involved. 

Thank you, Mr. Chairman. That concludes my statement. 

Mr. Jenkins. Your statement will be filed with the clerk, as you 
understand. Are there any questions? 

Mr. Simpson will inquire. 

Mr. Srmpson. Mr. Kestnbaum, you recognize that under some cir 
cumstances a tariff reduction may seriously injure an industry, do 
you? 

Mr. Kesrnsaum. Yes, sir; and it is prec isely for that reason, Mr. 
Simpson, that we propose this gradual reduction in tariffs. 

Mr. Stwpson. If you recognize that there is a possibility of that, 
then on page 6 you say where it is in the national interest to give 
relief, as for example when a product is important to the national 
security, you would give that relief of some type / 

Mr. Kestnraum. Yes, sir. 

Mr. Stmpson. What type of relief? 

Mr. Kesrnsaum. Well, generally it is our opinion that there are 
several types of relief that would be preferable to the relief through 
the medium of the tariff. It is possible, for example, that in an 
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industry which is vital to our national defense, that arrangements 
could be made under the contract provisions of procurement, or that 
some special assistance can be given in order to keep such an industry 
going, when its product is vital to our welfare. 

Mr. Sturson. How about a quota? 

Mr. Kesrnspaum. A quota would be another way of doing it. 

Mr. Smpson. Now with respect to the industry that is deemed not 
important for our national security, what would you do with that 
industry ? 

Mr. Kestnraum. Well, I believe, Mr. Simpson, that the effect 
of the gradual reduction would give ample opportunity to study the 
effect on these industries. In the first place, since most industries 
are composed of a central core and marginal producers, I think the 
first effect would be on the marginal producers. In many cases it 
vould stimulate the industry to increase its efficiency. In some cases 
it would cause some diversion of workers from this industry to others 
that are more favorable, more favorably situated. In other words, 
it would facilitate the process of adjustment that has always char- 
a the American economy. It has been a highly adjustable 
economy. Its genius lies in the fact that over the years we have man- 
aged to take people out of industries where they are less productive 
and put them into industries where they are more productive. The 
best example, I think, is in agriculture, where we have been for many 
years taking people out of agriculture and enabling them to go into 
industries where they have a better opportunity for themselves. ‘There 
has been a net gain for the country, a net gain for agriculture, and 
a net gain for the workers involved. 

Mr. Sturson. Do I understand correctly, then, that you do advo- 
cate tariff reductions, even to the point where it may put a present- 
day industry out of business ? 

Mr. Kestnraum. No, sir; I don’t believe that is q 
Simpson. 

Mr. Simpson. I want to be fair. You stated that here, though. 

Mr. Kestneaum. I believe the force of this would be, through the 
effect of gradual reductions, to put pressures on these industries 
either to become more competitive or else to begin the process of 
adjustment which is quite different from putting the industry out 
of business. It is a long, long process. 

There are companies that go out of business every day in indus- 
tries, and others that come in. This, we regard, as a general healthy 
economic development. No one wishes to stop this process. The 
weight of gradual tariff reductions would be quite similar. It would 
affect certain elements in the industry, but it would not put an entire 
industry out of business. If it appeared that it were likely to, I should 
think in those circumstances some appropriate consideration should 
be given to other means of relief, such as you have suggested. 

Mr. Srupson. Is that not what the committee is studying today? 
For example, in the fine dishware and glassware manufacturing, I 
could assume that a majority of the committee believes that that 
industry is on the verge of folding up in this country. It is certainly 
in a serious financial position, and I think most of the committee 
would agree that its present situation is a result of low tariffs and 
imports. Assuming for the moment the correctness of my position 


uite fair, Mr. 
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on that, would you suggest that we should let that industry go out of 
business, or should we educate their men to get intc some other field ? 

Mr. Kestnpaum. I certainly would encourage some movement out 
of the industry of the less efficient sections of the industry. I think 
that is in the national interest. Having in mind the fact that I note 
it is not sufficiently stressed here, for every dollar cf goods we import 
we also export a dollar, and that we have many industries that are 
actually short of people, looking for people. I would like to adduce 
in this instance because I know the very great problems that face the 
State of Pennsylvania, that in southern Illinois, which was at one 
time dependent completely on coal, there has been a gradual intro- 
duction of other industries, small industries which have broadened 
the base of employment, so that today many of these communities in 
southern Illinois are no longer dependent solely on coal. 

Mr. Srupson. I am still “thinking about the glass business that is 
on the verge of going out of business. Would you let it go ahead, 
or would you give it protection now ? 

Mr. Kesrnpaum. If I were to give protection, and I might, but I 
haven’t studied the glass situation, it would certainly be for a limited 
period, and it would not contemplate subsidizing the glass industry 
or any industry indefinitely if it is not vital to our national security. 

Mr. Suweson. By that you mean that you would not use a tariff 
anywhere except where the industry is vital to the American national 
defense ? 

Mr. Kesrnsaum. Bear in mind I have suggested in the first place 
that the basic policy we have had in this country would be renewed 
for another year, that is to say our reciprocal trade agreements, that 
our long-term policy ought to look to gradual reduction of tariffs 
with a view to bringing aid to those industries which are most affected, 
and putting some pressure on those that are less effective. 

Any policy of protection which simply holds up an inefficient indus- 
try in the long run becomes a burden on the taxpayer and upon the 
consumer. Therefore, since you cannot make adjustments except by 
creating some changes or inducing changes, the intelligent way— 
there should be nothing hard about “this policy, it must be in the best 
interests of the community as a whole—but certainly we ought to 
encourage those industries that come to the Congress looking for pro- 
tection to see first whether they cannot improve their own position, 
and second, if they are granted protection, to make them feel this is 
only for the purpose of enabling them to make adjustments, rather 
than for the purpose of being a permanent reliance upon adjustments 
of this kind. 

Mr. Stmpson. Is it fair to say that you would hope for free trade? 

Mr. Kresrnraum. If the world went to free trade, but not unilat- 
erally. I believe free trade is not doctrine with me, it is practical 
economics. And if the world generally were to have free trade, free 
convertability of currencies, then the United States could well afford 
to move into that direction. But I would certainly not recommend 
that we step out in free trade in a world in which there is a great deal 
of economic nationalism. 

Mr. Simpson. You probably have in mind what is told the com- 
mittee many times, that there are more barriers against trade today 
htan there were when we started this so-called reciprocal-trade pro- 
gram. In the meantime we have bargained away most of our high 
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tariffs and we are paying the price by living up to our agreements 
pretty generally, whereas the other countries one way or another 
manipulate their money or put embargoes on, and they have every 
protection generally that we had 20 years ago. 

Mr. Kestnraum. I think that is quite right. In fact, some of them 
have more. The only thing that might be said is that they have been 
under such terrible pressure from the point of view of dollar shortages. 

Mr. Simpson. I think you know as a business man that we have been 
outtraded by a bunch of boys that knew nothing about business, and 
| know you know that. 

Mr. Kestnraum. I have no special comments upon the quality, sir. 

Mr. Jenkins. Any further questions? Thank you, Mr. Kestnbaum. 

The next witness on the calendar is Mr. Sparboe. 

You may proceed, Mr. Sparboe. 


STATEMENT OF A. B. SPARBOE, VICE PRESIDENT, PILLSBURY 
MILLS, INC.; MEMBER OF THE FOREIGN COMMERCE DEPART- 
MENT COMMITTEE OF THE CHAMBER OF COMMERCE OF THE 
UNITED STATES 


Mr. Srarsor. Mr. Chairman and committee 1 members, my name is 
A. B. Sparboe. I am vice president of Pillsbury Mills, Inec., and a 
member of the foreign commerce department committee of the Cham 
ber of Commerce of the United States. 

I noticed a list of witnesses here that listed me as being the president 
of my company. I think I should correct that. Mr. Paulsroy, our 
preside nt, will be glad to know that he has not been deposed. 

The national chamber has consistently and strongly supported the 
policy of the trade agreements program since its inception. I now 
want to voice the chamber’s opposition to H. R. 4294. 

The national chamber supports a 1-year continuation of the present 
Trade Agreements Act. This will permit a much-needed overall 
examination of our foreign-trade policy. 

I would first like to state w hy the chamber supports the trade agree- 
ments program. 

Second, [ would like to say a few words about the nature of our 
Nation’s foreign commerce and the relation of the trade-agreements 
program to it. 

Third, I want to point out a few of the major objections to H. R. 
1294, and fourth, I would like to show why the chanmber endorses a 
l|-vear extension of present legislation. 

The Chamber of Commerce of the United States supports a trade- 
agreements program because it provides a mechanism for overcoming 
harriers to world trade. 

Trade barriers, be they quotas, currency restrictions, or tariffs, re- 
duce competition and create an artificial scarcity of goods. Through 
sheltered markets and higher prices, trade barriers tend to protect 
those least able to compete. 

Yet the very strength of the American free competitive enterprise 
economy lies in its dynamic force. This strength is nurtured by 
competition, by adaptability to change, by development of new and 
different pt ‘oducts for more people and greater markets. 

Look at the whole new world of television, of transistors, and of 
titanium, which is potentially a new industrial giant. The wide range 
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f new products like orlon, dynel, and the silicones show strikingly 
the adaptability and resilience of American industry. 

All of these new developments mean competition for someone: 1n- 
herent in them all is the challenge of new horizons as well as of 
obsolescence. They all mean changes and shifts in productive efforts, 
but they also bring forth new job opportunities and new investment 
possibilities. 

In the past this challenge has been successfully met and it will 
be in the future if we guard against stagnation in our economy. Un- 
necessary barriers to trade, whether national or international, spell 
solation and produce stagnation. 

The productive vitality of our industry and agriculture, of our 
labor and our capital, is not an end in itself. Production is only 

eful if it contributes to the sum total of woods and services available 
to consumers: in other words, goods produ ed must enter the channels 
of trade before they become factors in the standard of living. Dollars 

ean n thing in the hands of a potential purchaser unless there are 
coods to buy with them. Production and trade make these goods 
available. 

The complexity of the present international economy argues against 
f liminating all of the protection enjoved by miscellaneous American 
ndustries. F rthermore, there are a number of verv basic conflicts 
between American domestic and foreign economic policies. It would 
be unrealistic to expect a quick and easy solution for the dilemma 

osed | \ these conflic ting policies. 

But it is nevertheless true that trade barriers increase the price 
of many goods to the consumer. They make goods more expensive 
by creating artificial shortages in a sheltered market. ; 

\s far as the trade-agreements program can contribute to lower 
i” these barriers to world trade, it is in our own interest as well 
sin the interest of our trading partners to maintain this mechanism 
inimpaired 

What is the nature of American foreien commerce and how does 
he trade-agreements program r late to it? 

International trade is not a one-way street, nor even a two-way 
street, but rather it is a spiderweb of strands going in all directions. 
One view of international trade is that a dollar spent on imports 

a dollar lost in domestic trade. Nothing could be further from 


the truth. 

The dollar spent for imported woods might not immediately be 
earned by the domestic producer, it is true. It might, instead, accrue 
toa Be loian exporter to the United States. This same dollar (or its 
equivalent in deposits) need not immediately be spent in the United 
States but could perhaps be used to purchase Canadian nickel for 
Belgian industry. Then, a Canadian importer might use it to pur- 
chase sulfur. tobacco, or refrigerators from the United States. 

All along, this dollar has been equivalent to a share in American 
goods, and it has been immaterial whether its temporary owner lived 

Hartford, Brussels, or Toronoto. By representing demand for 
American goods, whether at home or abroad, this dollar will give 
employment to American labor, dividends to an American investor, 
or cash to an American farmer. 

This is the healthy view of international trade. The greater part 
of the foreign trade of the United States is based on imports paying 
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for exports. Dollars earned abroad by exporting to the United 
States are used to buy our export goods and services. For example, 
last year about two-thirds of our exports were financed in this way. 
The receipts by foreign countries of $10.7 billion for goods exported 
to the United States paid for about two-thirds of our total anaes 
of $15.2 billion. The remaining one-third represents the problem 
area in our forergn trade policy. 

In recent years most of this portion of our exports has been financed 
out of tax revenue and has thus been a drain on the economy of the 
United States; it has contributed to high taxes, and it has taken goods 
and resources out of the stream of our domestic trade without put- 
ting anything in its place. 

Our foreign aid expenditures, as necessary as they may have been 
from a political and humanitarian standpoint, have reduced the share 
of our production of goods available to the American consumer. The 
foreign aid funds were very largely spent in the United States and 
thus they also contributed to postwar inflation. 

There is increasing demand now, both at home and even abroad 
by the recipients of American aid, that this form of contribution 
be scaled down as soon as possible and that foreign trade be again 
what it should be, a reciprocal exchange of goods and services, mu- 
tually beneficial to all. 

In this return to a healthy foreign commerce the trade agreements 
program can and should play an important part. 

What has it really accomplished? <A few facts seem clear; neither 
in the past nor at present has it been a panacea for all the world’s 
economic ills. During the prewar period, when its main emphasis 
lay in finding new export markets for the United States, the Trade 
Agreements Act has contributed to lowering of trade barriers both 
here and abroad. It has not been the only effective medicine for 
helping world trade climb out of the depression, but it has been help- 
ful in opening a wedge in the wall of restrictive trade barriers. 

Although the United States has exacted tariff and other conces- 
sions from the signatory nations, some of these concessions were viti- 
ated through the operation of currency restrictions, quotas, and other 
devices. Admittedly, the United States has not derived full recipro- 
cal benefit from recent trade agreements. But irrespective of any 
attempt on the part of some of our trading partners to circumvent 
the concessions granted, the primary cause lies in the magnitude of 
the world’s payments imbalance which was entirely beyond the scope 
of the Trade Agreements Act. The disease was beyond the cure by 
simple remedy. 

In the postwar period, the trade agreements program has become 
more than ever a sign to the world that the United States is cognizant 
of its economic power and influence, and that this country is willing 
to assume somewhat more realistically the role of the world’s largest 
creditor nation. The Trade Agreements Act has lowered the tariff 
rates from 1930 levels to more moderate rates on a large number of 
commodities. ; 

In considering the results of the tariff reductions under the Trade 
Agreements Act, one warning is necessary. Much is said about the 
changes in the average percentages of tariffs under the 1930 Tariff 
Act and those in effect at present. For instance, prior to the enact- 
ment of this legislation from 1930-33, average duties paid on imports 
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of dutiable goods were about 52.8 percent, whereas in 1951 this figure 
was about 12.5 percent. These seemingly simple figures obscure one 
vital fact; such average duty is very heavily weighted in favor of low 
tariff items. Since tariffs themselves keep imports down or out, those 
imports with a high tariff rate are given an unrealistically low weight 
in the statistical average, and those goods completely excluded be- 
cause of high tariffs are not considered at all. 

To put the value of such figures in perspective, this example might 
be useful; if all dutiable imports except coffee carried an extremely 
high tariff, but coffees were dutiable at 1 percent ad valorem, almost 
nothing but coffee would be imported and then the average duty paid 
would be approximately | percent. 

Statistical measurements of the effect of the Trade Agreements Act 
on United States foreign trade have been prepared by proponents and 
opponents. No transaction in international trade takes place in a 
vacuum, and therefore, statistics cannot measure directly cause and 
effect. The effect of tariff reduction on United States foreign trade 
can be measured no more accurately than any other single factor in 
the changing climate of the international economy. 

Instances of injury in individual industries or sectors of industries 
can perhaps be somewhat more accurately determined, but again in 
most cases the changes and effects are neither more severe nor more 
far-reaching than the shifts induced by technological changes in 
fashions, habits, or other competitive developments. In other words, 
the dynamic nature of the American economy withstands and adapts 
to disruptive challenges every day and tariffs are just one factor 
among many. 

Additionally, any effect on a specific industry should not be con- 
sidered separately, since whatever allegedly “injurious” imports en- 
tered the United States market, they generated a commensurate 
amount of United States exports, thus benefiting some other sector of 
the United States industry or agriculture. In most cases, our export 
industries are the most efficient and competitive producers for world 
markets. 

At this point, I should like to set forth the chamber’s major objec- 
tions to H. R. 4294. You will find a copy of the chamber’s policy 
statement on trade agreements, as voted by the chamber’s membership 
during their annual meeting a little more than 2 weeks ago, at the end 
of my statement. 

In general, II. R. 4294 destroys the principles of - trade agree- 
ments program. It reposes quasi-judicial powers (sec. 4, 5, 9 (b) and 
parts of sec. 10) in the Tariff Commission which has always been 
a bipartisan advisory, research, fact-finding and interpreting agency. 

This view of the responsibility of the T ariff Commission as a fact- 
finding and research agency was recently reiterated by its Chairman, 
Commission Edgar B. Brossard in a statement before the Senate 
Committee on Agriculture and Forestry on April 22, of this year. 

This bill would, in effect, put a 7-man agency in charge of a sig- 
nificant sector of the domestic economy and would allow it to sills 
policy which could deeply affect the foreign relations of the United 
States. The chamber views such regulatory powers as not being in 
the interest of good Government and ‘good business. 

Moreover, it is questionable w hether inc reasing the membership of 
the Commission to seven (sec. 14) would help the Commission perform 








1710 TRADE AGREEMENTS EXTENSION ACT OF 1953 


its functions. Instead of being nonpartisan, it would involve the 
Commission in politics ; a change in administration would necessitate 
a change in the majority me ee or if such change was not feas- 
ible, the administration or the Congress would be dealing with an 
agency making important iaceatea without reflecting the majority 
party. The decisions of the Commission should be free from political 
Col sic rations: they should be based on economic facts and their in- 
terpretation. 

The criteria which H. R. 4294 sets up for the determination of in- 
jury under the escape clause pro\ ision are so narrow that presumably 
any form of import competition would be cause for mandatory relief 
(sec. 3.5.6). It seems most unwise to give one agency, whether re- 
sponsible to Congress or to the Executive, the duty to determine the 
course of American tariff policy in the light of these restrictive stand 
ards and practically without effective recourse to consultation with 
other agen ies, 

Under this bill any threatened or actual unemplo myury 
to American workers, farmers, 01 producers would have to be revarded 
as pr ma facie ey iden e of injury itself. This de | only lead 
vel itable fi od of investigations. for whatever reason, and the Tariff 
(‘ommission would have no latitude as to other os Inent ev idene ee. 

Moreover, the various mandatory provisions H. R. 4294 (sees. 
t, 5,6, 7,8, 9,10) would unnecessarily tie the h: a of the Executive 

t hye ray dt ct of United States Torelon relations. ol whieh foreion 


yment of or 


economic rel itions are an integral part, This is especially true since 


the new st ndar Is oft « 7 ee ot myury in t} is bil] preclude the con 
deration by the Tariff ‘ommission of more than the narrowest 
picture 
Making the use of the escape clause mandatory while the investi- 
gation ot a complaint is based on the most rigid criteria can only re- 
sult in i¢ oring the national interest. Per] aps the facts of a case 


narrowly interpreted warrant action but certain overriding consid- 


erations may introduce factors which might render such action against 


the national interest. 
Thus althouech the tional « } woarde the nresnt estave 
ms although the na inn ham er rear the present eseape 


clause as adequate, a mandatory escape clause could only be accep- 


table if the Tariff Con mission j . determining 1 jury could use eri- 
teria suffi ene flexible to give e seein ation to the ni ational interest. 
Th < would 1 | ire con ultation with varioi Ss executl ve depart ments 


so that cons saavation can be cviven to all the factors which should 
influence the final decision: it is questionable, however, whether anv 


agency should be in such a policymaking position at all. 
The section is H. R. 4294 req rine the imposition of countervail 


ing duties in some cases of special or multiple exchange rates (sec. 
10) is an unrealistic provision which aims to cure the symptoms 
rather than the disease In many instances the lowest exchange rate, 
that is, the one yielding the highest amount of forelg m currency for 
the dollar. may in fact be the most honest and realistic exchange rate. 
Besides, it is largely the existence of the severe trade imbalances and 
consequent currency shortages which produce multiple exchange 
rates, although admittedly , once ests ablis! ed, they ean be used for a 
number of restrictive and discriminatory pr: actices. 

The section in H. R. 4294 dealing with sliding-scale tariffs on lead 
and zine and aiaouie quotas for crude petroleum and residual fuel oils 
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(sec. 13) is not germane to the principles of the Trade Agreement 
(ct. 

The national chamber is mindful of special problems which exist 
in these and related industries, but before a case can be made for 
special legislation, there is machinery available, under the present 
escape clause, intended to handle injury to domestic industry. 

If the present escape clause should prove inadequate to give the 
necessary consideration to the special problems of industries because 
of their connection with national defense, the Congress might well 
cuard against damage to domestic industries because of State trad 


yr existing 


ng and dumping practices by strengthening and improvin; 
antidumping legislation, or by other Spe cial legislation. ‘| he preser 
vation of the nat nal Security Inay require some form of special 
consideration. 

The National Security Council might be empowered to determine 
Which IGUSLII1es vital to hational cle fense aha security are inl need of, 
and entitled to, special treatment. Any such special treatment, how 
ever, should be based on the recognition that of all the various types 
of barriers to trade, absolute quotas are the most restrictive and dis 
criminatory. <A tariff can be surmounted, but a quota imposes the 
most rigid kind of control over the flow of lnports. 

In closing, I want to state the national chamber’s reasons for sup- 
porting a simple l year extension of present legisl ition and refer to 
the effect of such a measure on present United States foreign trade 
policy. 

1] vear exten ion of the present act W uuld mean essentially the 
preservation of the status quo. The relatively short period of 1 year 
should allow little time for negotiating any major hew agreements. 
It would, however, permit a more thorough evaluation of the effects 
of present tariff levels on the domestic economy and thus be of value 
in determining the needs of the United States and the free world in 
the field of international economic affairs. 

Even if it were feasible to conduct major tariff negotiations during 
a 1-year extension, the bargaining power left under the present legis 
lation would not be sufficient to have much effect on the dollar gap. 
The field of tariff bargaining is limited to much less than 40 percent 
of the total imports of $10.7 billion in 1952. During that year, 58.2 
percent of the total value of United States imports entered free of 
duty, and it is particularly this percentage which is most dependent on 
the level of domestic industrial activity and thus most subject to 
fluctuation. 

We cannot hope that an extension of the present Trade Agreements 
Act will close the dollar gap. The world’s economic ills are too deep 
seated to be solved by United States action alone. <A large share of 
he solution lies in the hands of our trading partners. Among other 
measures foreign nations should return to better fiscal and monetary 
management as a steppingstone toward convertibility of currencies. 
A determined effort must be made abroad to raise production and 
productivity, to lower trade barriers and thus increase consumption. 
That, for the most part, is out of our hands. 

Of particular importance in international trade is an honest effort 
to return to currencies which will be freely convertible, at least on 
current account. Only then can the United States hope that the reci- 
procity inherent in the trade agreements will bear fruit and expanding 
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markets abroad will present new opportunities for American 
enterprise. 

In the meantime, the continuance of the trade-agreements policy is 
a necessary adjunct to the maintenance of export markets for industry 
and agriculture. A shrinking of those markets would involve a 
decrease in outlets for United States production. 

The present Trade Agreements Act is a symbol of United States 
economic leadership. A reversal of the policy of the Trade Agree- 
ments Act would be a serious blow to the economic unity and purpose 
of the free world. Such reversal, by inference, would announce to 
our friends and allies that the United States was abdicating from 
leadership in efforts to lower world trade barriers. 

At this time the psye hological effect of the continuation or failure 
to continue present legislation may outweigh the economic factors. 
A discontinuance or a vital alteration of the spirit of the Trade Agree- 
ments Act could well lead to increasingly severe discrimination against 
United States business abroad in the form of more rigid currency 
restrictions and import cuts affect ing the volume of American exports. 

In the field of United States international economic policy the Trade 
Agreements Act is but one in an arsenal of economic and diplomatic 

eapons. Essentially it is to our own vital interest to reduce barriers 
to the free flow of goods to a practical minimum, and by using this 
machinery for negotiation with our trading partners, we can exert 
some influence on world trade at large. By agreeing not only on tariff 

rules in international trade the 
United States serves her own interest by serving all world trade. 

H. R. 4294 is not in the overall interest of the United States and its 
allies in the cold war and the chamber therefore endorses a 1-year 
extension of the present trade-agreements legislation, pending a study 
to determine the present and future needs for a consistent and con- 
structive foreign-trade policy. 


barriers but also on certain other 


NATIONAL CHAMBER POLICY STATEMENT ON TRADE AGREEMENTS 


The chamber supports the continuation of a trade-agreements pro- 
gram which provides the Government with adequate authority, exer- 
cised through the proper agencies for negotiation and administration, 
to make effective agreements for the selective adjustment of tariffs and 
the reduction of other barriers to world trade. 

Such legislation should provide safeguards for interested parties to 
be heard in support of, or in opposition to, contemplated and publicly 
announced negotiations. Moreover, this legislation should provide 
an escape clause permitting modification or withdrawal of concessions 
in order to deal with unforeseen developments seriously injurious to 
domestic producers. 

Unreasonable or unethical competition must not be the cause of 
serious Injury to domestic producers, but the determination of injury 
due to imports should be judged in the light of the national interest. 

Mr. Sumpson (presiding). Does that complete your statement ? 

Mr. Sparsor. Yes, sir. 

Mr. Simpson. Mr. Kean will inquire. 

Mr. Kran. Mr. Sparboe, I am glad that you emphasized the fact 
that the American dollar will, in the end, only buy American goods 
in America. Some people just do not seem to be able to learn “that, 
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They do not seem to realize that the dollar always comes home to 
roost. Whenever the American dollar is spent, it ends up by paying 
American labor. If you do buy this chinaware we have been talking 
about, from England, it might take away some of the wages of the 
Ohio pottery maker, but at the same time the Ohio farmer who per- 
haps lives on the farm outside the town that makes the pottery, or 
the Ohio manufacturer for export, in the same town, is going to ulti 
mately get those wages. That is so, is it not? 

Mr. Sparsor. It surely is. 

Mr. Simpson. If I may observe, it is true, all right, except the 
fellow who formerly made pottery in the United States is sitting idle, 
has nothing to do, and he is on relief. That is the difference that 
I see. 

Mr. Kran. We do not like to argue between members of the com- 
mittee, and of course it is true that that man would be idle. But per- 
haps if that man were not idle, the farmer or the manufacturer for 
export would be idle. 

Mr. Sparsor. Might I just comment on what you have said? I 
concede that almost 33 years almost entirely in overseas work prob- 
ably gives mea point of view different from somebody who has studied 
it t coelly, or some other way. But having returned just a month 

from a study in Western Europe, it became apparent to me that 
we heal | be prepared to use the diversity and flexibility that this 
economy of ours provides in this big country, with all of its natural 
resources, favorable climate, know-how, minerals, and power. We 
should be willing to use the degree of flexibility open to us, and not 
expect the inflexible little countries to make all the adjustments. If 
you please, I will cite Denmark, Holland, and Italy, where they 
have no natural resources, and certainly I should mention Italy, where 
there is no petroleum, no minerals, not even decent soil by our stand- 
ards. If you deny those people the opportunity to earn their living 
with the things available to them with their climate, know-how, skill, 
and resources, while we have a lot of flexibility within which to move, 
I suggest that it is a rather awkward way to cultivate them in NATO 
and other parts of the free world. 

Mr. Stupson. My objection is putting the burden on the displaced 
worker in this country for what is a national obligation if we assume 
they do need continued aid. I say that that aid, if we prove it is 
needed, dollarwise, is an obligation of the entire country and not of 
the displaced worker here. 

Mr. Sparsor. I would say, Mr. Simpson, that I discussed this with 
many countries, and in some cases it was with the foreign govern 
ments with which we deal. It is to their everlasting disappointment 
that they have to accept this. They would prefer to earn their own 
way. I believe in the end some of our own industries would like to 
have it that way. 

Mr. Srmpson. Do you represent the Chamber of Commerce of the 
United States? Does that represent the individual chamber of com 
merce in my home town, for example ? 

Mr. Sparsor. I think that would be remotely theoretical. 

Mr. Suupson. How do you come to be here ? 

Mr. Sparnor. Actually, I am a member of the foreign commerce 
department committee of the national chamber chosen to present this 
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case which is strictly in line with the declared policy of the United 
States Chamber of Commerce as voted by a m: jority of its members, 
Mr. Simpson. Are you ane mployee of the Pi lisbury Mills? 
Mr. Sparor. That is correct 
Mr. Simpson. Have you been in forelen service with them / 
Mr. Sparvor. I am their officer in charge of all overseas operation 
nd of the oo» years with the company, 31 have been e ntirely in over 


Mr. Simpson. Did I hear correctly, or did you read somewhere, 


fliat b olute quotas are the | Lor lye st form of restriction / 
Mr. Sparsnor. Yes, sir. A duty you can hurdle if you have a good 
pole vaulter, but you can’t hurdle i quota after it 1s filled, or a COM 


ete ¢ mbargo 


Mr. Srwpson. And you iweested that where you do have limitations 


on Tres cl mm of trade. tha tf means h oher prices here at home / 
Mr. Sparror. I spent a very embarrassing day 1 Hotland shortly 
fter Mr. Benson happened to come out with liatie ion on cheese and 
That was an interesting day that I shall never forget. The 
Duteh posed that same qu on about whether we are serious about 
exchal v ye goods with them or whether or not we want this aid 
in) entally. I drove tha ugh the areas where they had all of this 
flood damage. They suffered damage amounting to hundreds of 
nillions ¢ f dollars. bhey want to d uv their own Way O 1, but they 
want to do it with the things th Vv have to do it with And they can’t, 
if every time, when they come up with a good pound of cheese or a 
a) el of wheat. they can’t trade it. 


Mr. Srwpson. You would like to have the aboslute quota on wheat 
removed / 

Mr. Sparnor. I will put it this way: As an individual, and I 
peaking now for myself, and I would like to see no duty and no price 


supports, no ceilings and no quotas. I think that is the ideal. I am 
realistic enough to realize, however, that inasmuch as it is the policy 
of our Government to support prices at a certain level, it would be 
tter nonsense 
Mr. Stimpson. You ar spe ‘aking now representing the chamber of 
commerce. I asked you, do you pabieaniel that absolute quotas be 


remove “<] where we do hi ive the mn tock ay, and it is spec ii ul legisl: ation by 
which we have them. 

Mr. Sparsor. If you are addressing me as a representative of the 
amber of commerce, I will say that obviously the chamber’s position 
would be that there are all kinds of mechanisms under the present 
escape clause, whereby specific subjects, if you are trying to be specific, 
and I trust you are, can be reviewed so all phases could be examined 
for the overall benefit of the country. 

Mr. Srapson. The industry for which you work, on which there 
was a 42-cent per bushel on imports of wheat, which has been cut 
to 21 cents, now they turned around and they only allow 800,000 
bushels of wheat to come in each year under the quota. That I.point 
out is only one-tenth of 1 percent of our domestic crop of wheat 


, 


and yet you have opposed this limitation that I would like to put on 
the importation of oil, which is based on 10 percent of the oil con- 
sumption. 

Mr. Sparpor. I didn’t say I was in favor of the 800,000, did I? 

Mr. Simpson. No; I am trying to find out. 
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Mr. Sparpor. Are you asking me as a miller now? 

Mr. Sumpson. All right, if you want it that way. You can speak 
either way you want to, either as chamber of commerce, because there 
would be a difference. 

Mr. Sparsor. I wouldn’t choose to speak for your local chamber of 
commerce on that one, but I am speaking as a miller. 

Mr. Simrvson. What about the flour? There is a limitation on 
the imports of flour, too. Would you like to have that removed ? 

Mr. Sparzor. If you would also remove the price supports on wheat 
so that the price of our wheat would be equal to the price of Canadian 
wheat ; yes. 

Mr. Simpson. You mentioned Denmark, a bit ago and some of the 
countries that export dairy products. Would you like to exclude 
them from importing the dairy products here by a quota?’ We havea 
support price on butter. 

Mr. Sparsor. So long as you have the high price supports it is per- 
fectly obvious, I think, to any of us, that we cannot support the price 
of these commodities for Holland, Denmark, New Ze ead and the 
world over. 

Mr. Simpson. Then where we do have that high support price, 
would you be favorable for example, to a quota there? 

Mr. Sparsor. I don’t see that you have any choice. 

Mr. Simpson. I do not either. That is why I cannot understand 
the opposition to parts of the legislation in front of us. 

Mr. Sparsor. The difficulty in the butter situation is precipitated 
by another thing rather than the Danish butter itself. 

Mr. Srwpson. There are areas, then, where the country has to be 
nationalistic, to the extent that we are justified in putting limitations 
on imports. You recognize that, do you not? 

Mr. Sparnor. I recognize that if laws are in force that attract a 
terrific importation at lower prices, if it is something you are trying 
to support up here, it would be suicide to permit them to come in in- 
definitely ; yes, sir. 

Mr. Srrpson. Thank you very much. We thank you for appearing 
before the committee. 

I have a request from a gentleman who cannot pee unless he may 
appear now. He is farther down on the list, No. 9, Mr. William 
Cowger. Unless there is someone between that number, which is 
No. 9, and No. 3, who himself cannot wait a bit, I am going to call 
Mr. Cowger now so he can make his plane reservation. Mr. Cowger? 

In view of the fact that I jumped you ahead, I will ask you to make 
it as short as you conveniently can. 


STATEMENT OF WILLIAM 0. COWGER, PRESIDENT, THOMPSON & 
COWGER CO., INC., REAL ESTATE MORTGAGE LOAN FIRM, LOUIS- 
VILLE, KY. 


Mr. Cowaer. My name is William O. Cowger. I am a resident of 
Louisville, Ky., and president of a real estate mortgage loan firm op- 
erated under the name of Thompson & Cowger Co., Inc. 

My appearance before the committee today is as a representative 
of the Foreign Trade Club of Louisville. The club’s executive secre- 
tary, Dr. George Brodschi, is unable to appear and I am appearing 
in his place. 

32604—53 
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In behalf of our organization I wish to thank the committee for this 
opportunity to express our views concerning legislation to extend the 
Trade Agreements Acts. 

The Foreign Trad Club of Louisville which I represent comprise 
approximatley a membership of 100 firms and industries which em- 
ploy at least 10,000 to 12,000 people, who, because of the business in 
which they are engaged in Louisville are particularly interested in 
the furtherance of foreign trade and the expansion of trade between 
our country and other countries. We heartily endorse the slogan 
“Trade, Not Aid” and one of our members has recently suggested 
that the term “Aid Through Trade” would be equally appropriate. 

In addition to our primary interest, the members of our club and 
Louisville residents are proud of the forthright and logical position 
which two of our public officials have taken on this legislation. I 
refer to our Congressman, Hon. John M. Robsion, who introduced 
H. R. 4491, which as this committee knows, is a bill supported by the 
administration; and I refer to Hon. Thruston B. Morton, Louis- 
ville’s assistant secretary of state for congressional relations, who in 
an address in New Orleans on April 17, stated in part: 

You are probably all aware that hearings will begin on April 22 before the 
House Ways and Means Committee to decide which of the crossroads the 
United States shall take in its trade policy. The hearings will be held on a bill 
which would tear the vitals out of the present Reciprocal Trade Agreements 
Act. Adoption of such a bill would create consternation among countries of the 
free world and would lend credence to the Communist theme that the United 
States wants to sell but it does not want to buy. 

While the Foreign Trade Club of Louisville opposes H. R. 4294 in 
its entirety, that section of the bill which pertains to the imposition 
of imports restrictions on residual and crude oil is of particular inter- 
est to us. This committee will not be surprised for me to state that 
Kentucky is known as a coal-producing State. A number of our 
Louisville citizens and good friends have interests in coal fields and 
coal operations. The membership of our club is in no sense oblivious 
of, or unsympathetic toward, the plight in which the coal industry 
finds itself today. Due to the existence of these interests, we feel that 
the conflict of principle is brought to a point in our region of the 
country. That is, should Congress take action intended to protect 
a local industry, and in the taking of such action, do damage to our 
foreign trade policies and program. On the basis of full deliberation 
and consideration of the existing conflict our club, on April 28, 1953, 
adopted a resolution “* * * that this club strongly opposes the en- 
actment of H. R. 4294 (the Simpson bill) ; that this club favors the 
enactment of H. R. 4491 (the Robsion bill) * * *.” 

As a member of the Louisville Chamber of Commerce, I wish to 
state that this group has also adopted a resolution opposing the Simp- 
son bill. Their action should certainly be of interest to you, where 
as a group of businesmen they felt that this question was of sufficient 
importance to everyone in our community that they would take a 
strong position in backing the administration’s recommendations. 

On the 14th of April our chamber forwarded the following wire to 
Chairman Reed: 


Board of directors of Louisville Chamber of Commerce endorses extension of 
Reciprocal Trade Agreements Act as proposed by President Eisenhower. It is 
opposed to passage of Simpson bill on the grounds that provisions are such as to 
place our trade-agreements program back on an item to item basis. 
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It is a matter of common knowledge that the competitive position 
of coal in the fuel market is at a disadvant: ige for numerous reasons 
other than prices. It is no secret that one of the major problems con- 
fronting our city, as well as many cities throughout the country today, 
is the control of smoke and smog. My State, and city, have each re- 
cently adopted legislation intended to alleviate this problem. Fur- 
thermore, in my business, I const: intly see the increased value brought 
to residential property by the installation of gas- and oil- heating 
units, as distinguished from coal heating units. Therefore, the dilem- 
ma of the coal industry exists not only because of the poor competi- 
tive price position of coal, but in a major part from other equally 
important factors. 

By enactment of section 18 (19 U.S. C. see. 1322) of the Simpson 
bill, Congress would not be saying to those who have converted to the 
use of residual oil, and to those who contemplate making such con- 
version, that they may still use the product at an increased price, but 
instead would be say to them: “Thou shall not.” 

As I have stated, my State produces a substantial quantity of good 
coal. This, however, is not oa only product. To any person within 
the bounds of the United States, the mere mention of the word “Ken- 
tucky” should immediately bring to mind not only coal but fine race- 
horses and burley tobacco. Our tobacco farmers know that approxi- 
mately 26 percent of the crops they raise is destined for foreign con- 
sumption. Yesterday in Caracas, Venezuela, Ke joel horses were 
racing and people were smoking cigarettes made, in part, with Ken- 
tucky tobacco. They were able to do this only ae ‘ause industries and 
other consumers in our country have found it profitable to buy resi- 
dual oil from Venezuela and thereby furnish them the dollars with 
which to buy our horses and tobacco from Kentucky. 

I would like to submit for the record an exhibit attached to this 
statement showing American exports to Venezuela in 1951 and the re- 
gions and States in which the exports were produced. This exhibit 
is derived from the data as compiled by the Department of State and 
50 copies have been given to the clerk. 

(The data referred to follow :) 
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Mr. Cowcer. Looking now to other aspects and implications of this 
legislation, when this committee acts I beseech you to bear in mind 
the chaotic and troubled situation in which the world finds itself 
today. I refer, of course, to the continuing conflict in Korea and 
the possibility of the occurrence of similar conflicts. Our country 
has rightly assumed a position of leadership in the world. To the 
end that our country shall not find itself walking alone, this Con- 
gress should take action which will tend to persuade and induce other 
nations to follow our leadership. It seems to us highly important 
that more and more friendly nations should be added to our following 
und that only in extreme circumstances should any action be taken 
to alienate those whom we presently class as frie ndly. Action by our 


—_ igress cannot be taken as though in a vacuun The eyes and ears 
of the peoples of the world look to this group and closely scrutinize 
i action which it takes. Any legislation which serves to bore holes 
in the foundation of the concept we have come to refer to as hemi- 
spheric solidarity will have its toll among other nations which we by 


right, should have as friends. 

In behalf of the Foreign Trade Club of Louisville I urge you gen- 
tlemen to follow the course of action recommended by the President, 
extend the present Reciprocal Trade Agreement’s legislation for a 
period of 1 year and thereby give the administration the opportunity 
which it deserves to consider fully the entire problem and to recom- 
mend the type of amending legislation which should be adopted. 

Thank you. 

The Cuatrman. Does that conclude your statement ? 

Mr. Cowcer. Yes, sir. 

The Cuarrman. We appreciate the information you have given the 
committee. 

Any questions? 

The Chair hears none. We thank you, sir. 

Mr. Cowcer. Thank you. 

The Cuamman. The next witness is Mr. G. S. Goetz. 

Will you give your full name to the reporter, please, and then pro- 
ceed with your statement ? 


STATEMENT OF GEORGE Z. GOETZ, JR., CHAIRMAN, GOVERNMENTAL 
COMMITTEE, READING FOREIGN TRADERS, READING, PA. 


Mr. Gorrz. My name is George Z. Goetz, Jr., representing the 
Reading Foreign Traders, Reading, Pa. I desire to present to 
for the record a resolution adopted by the Reading Foreign Traders 
on May 13, 1953. 

The Reading Foreign Traders, a group representing a cross-section 
of the industries in and surrounding Reading, Pa., has unanimously 
adopted a resolution for presentation to the House Ways and Means 
Committee in connection with H. R. 4294. 

The Reading Foreign Traders have resolved that they go on record 
with the House Ways and Means Committee as favoring the Presi- 
dent’s request for a 1-year extension of the Reciprocal Trade Agree- 
ments Act in its present form pending further study. Further, we 
favor the following: 

Elimination of crippling amendments such as the peril-point 
clause and the escape clause. 
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2. Retention of the President’s discretionary power to reject or act 
contrary to the recommendations of the United States Tariff 
Commission. 

A broadening of the President’s power of unilateral action in 
accordance with principles and limitations laid down by Congress 
and in accordance with the board economic aims of the United States, 
— domestic and foreign. 

. Repeal of the Buy American Act. 

5. A general reduction in tariffs so as to encourage a freer flow of 
trade among all nations. 

6. Simplification of customs procedures. 

We believe that at its best, H. R. 4294 is a measure to promote in- 
flationary pressure at home. Measures of retaliation abroad would 
also greatly aggravate inflationary spirals both here and abroad. 

At this time a great deal of foresight and a little hindsight would be 
most appropriate. TH. R. 4294 leads us in two directions—down and 
out. It can readily be termed as a “slider.” giving us free access to 
the chaotic era of the early 1930's, the era of the Hawley-Smoot Tariff 
Act. 

An analysis of the Hawley-Smoot Tariff Act clearly indicates it to 
be one of the greatest factors contributing to the depression of the 
1930's. ieee | year after its passage, 45 countries raised their tariff 
rates in retaliation. Our foreign markets practically disap »peare l 
overnight, toe leading to widespread unemployment and suffering 
both at home and abroad. 

The Hawley-Smoot Tariff Act of 1930 was the straw needed to turn 
a recession into a depression. At this time, we can find guidance and 
comfort in the statement made by the late Henry Ford when he op- 
posed the Hawley-Smoot tariff bill in May 1930: 

You say it is the contention of those who are backing it that it will revive 
industry and cure unemployment. I say it will have precisely the reverse effect. 
It will stultify business and industry and increase unemployment. When you 
prevent your customers from purchasing your goods, you are absolutely throw- 
ing them out of work. Instead of building up barriers to hinder the free flow 
of world trade, we should be seeking to tear existing barriers down. People 
cannot keep on buying from us unless we buy froni them, and unless international 
trade can go on, our business will stagnate here at home. 

We see no valid reasons for the protectionist tendencies of H. R. 
4294 which can only result in high protective tariffs. We know of 
no valid reasons for writing off the billions of dollars invested abroad 
by both the United States Government and private enterprise. Fur- 
ther, the sponsors of H. R. 4294 do not have a sound explanation for 
choosing this time to obligate the rest of the free world to seek new 
foreign markets—markets that might readily be found in Communist- 
dominated countries. Therefore, we ask that H. R. 4294 be given no 
further consideration. 

In lieu of H. R. 4294, we request that Congress carefully consider 
legislation based on national interest rather than the interest of par- 
ticular industries or groups, and in instances where the national in- 
terest must take precedence over hardship to an industry, we favor aid 
to that industry other than by means of protective tariffs and import 
quot iS. 

Thank you, Mr. Chairman, for the opportunity of appearing. 

The Cnairman. Thank you for your appearance. 
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Are there any questions ? 

Hearing none, we thank you very much. 

The CyHatrmMan. The next witness is Mr. Charles E. Bingham, 
chairman, of the committee on foreign commerce, New York Chamber 
of Commerce. 

We are glad to see you, sir. If each of you will identify himself 
for the reporter, please. 


STATEMENT OF CHARLES E. BINGHAM, CHAIRMAN, COMMITTEE 
ON FOREIGN COMMERCE, ACCOMPANIED BY RALPH I. STRAUS, 
MEMBER OF THE COMMITTEE ON FOREIGN COMMERCE, NEW 
YORK CHAMBER OF COMMERCE 


Mr. Brnenam. My name is Charles E. Bingham, and I am chair- 
man of the foreign commerce committee of the New York Chamber 
of Commerce, and I brought with me a member of our committee, 
Mr. Ralph L. Straus. 

The CuarmrMan. We are very glad to see you both here, and are 
glad to hear you. 

Mr. Brneuam. Our prepared statement is already in your hands. 
It is not my desire to read it. 

The CuarrMan. You would like to extend it in the record, however, 
would you not ¢ 

Mr. Binenam. IT hope it will be made a part of the record. 

The Cuarrman. Without object iol, SO ordered. 

(The statement referred to follows:) 


STATEMENT OF CHARLES E. BINGHAM, CHAIRMAN, COMMITTEE ON FOREIGN 
COMMERCE, NEW YorK CHAMBER OF COMMERCE, ON EXTENSION OF TRADE 
AGREEMENTS PROGRAM 


My name is Charles E. Bingham. I am chairman of the committee on foreign 
commerce of the New York Chamber of Commerce, and I am appearing here 
today for the chamber, the oldest commercial organization in the country, 
which includes in its membership nearly 2,000 leaders of the Nation’s com- 
mercial, financial, and manufacturing companies, and the professions. 

My whole life, and that of my father’s, has been devoted to foreign trade. 
Our company is primarily engaged in supplying America with the raw materials 
it needs. 

During the days of the NRA, I was chairman and executive officer of the 
code authority established for the import trades. In World War II, I served 
with the Board of Economic Warfare (later the Foreign Economic Adminis- 
tration) in Washington, where I was engaged in the purchase of strategic 
materials necessary for the war effort. 

After the war, I served under General Clay in the military government for 
Germany, where I was Director of Foreign Trade, and where I endeavored to 
help Germany get back on her feet and devise ways to return foreign trade 
to private hands. 

I cite this to indicate that I have had a background in foreign commerce, 
both in peacetime and wartime. I know, from long experience, the importance 
of foreign trade to our Nation, and to our friends abroad, many of whom are 
dependent, in large measure, on goods secured from us. 

The New York Chamber of Commerce has supported the reciprocal trade 
agreements program since its inception in 1934, and it now supports the extension 
of the Trade Agreements Act in substantially its present form, and preferably 
with the reasonable modification of those sections of the law which, in our 
judgment, serve to restrict the operations of the program. 

The chamber also urges that the National Government initiate an immediate 
study of the whole problem of foreign trade in its relationship to national secu- 
rity and a solvent economy, which would include a thorough revision and mod- 
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ernization of our tariff structure; and we advocate extending the trade-agree 
iments program to furnish a stable basis for trade during the period in which the 
longer-range program is being developed. 

This, we understand, is the policy recommended to the Congress by the Presi 
dent, and we place ourselves squarely in support of that objective. 

For the record, I wish to submit at this point a report and resolutions which 
vere unanimously adopted at the April 2, 1953, meeting of the chamber and 
which, because it was distributed to all members of the chamber 5 days before 
the meeting at which a vote was taken, can fairly be said to represent the con 
sidered opinion of our membership. 

I shall not read the whole of this report, but I will refer to one section which 
utlines, I believe, the basic thinking of the chamber on the reduction of trade 
marriers : 

‘The eritical position of leadership of the free world which has become the 
responsibility of the United States makes the decision of the Congress with regard 
to foreign-trade policy of extraordinary importance. The implications of United 
States policy in foreign trade extend far beyond a proper concern for the welfare 
of the domestic economy. Our concern must now include, also, a consideration 
f the welfare of the economy of the entire free world, and the effects, direct 
and indirect, of American trade policy on the economies of free nations who are 
joined with us in the struggle against aggressive communism, 

Never in the history of our Nation have we faced a foe so implacable, so 
ruthlessly unscrupulous as the one which now confronts us from the Red world. 
It is doubtful that our Nation, alone, could successfully meet this danger. 

“There are in the world many other peoples who, equally with ourselves, desire 
io remain free and to stand with us in the defense of their liberty, but they can 
not do this unless they have the means of maintaining their own sound econ- 

mies. Many of these nations must obtain from us foodstuffs and other things 
necessary for their life which they formerly obtained from lands now behind the 
Iron Curtain. If we are to supply these Allies with these basic requirements, we 
must either pay the cost of this ourselves at the expense of our own taxpayers, 
or we must place these peoples in position whereby, through trade rather than 
aid, they themselves can pay with goods for the cost of the things they must have 
not only for their survival but also to stand with us and bear their share of the 
common defense. 

“A revision of our own tariff and other various trade barriers is not the sole 
solution to the problem but is a part of a program which must be developed by 
us and by them. It is, however, one of the extremely important parts of this 
program, a part which lies within our sphere, and which, as a leader of the free 
world we dare not fail to achieve, whereby we and they may stand together, and 
inay not only become strong enough to withstand the attack of our enemies, but 
lay one day push back that threat and dispel the fear which now hangs over 
the free world like a sword of Damocles,”’ 

In brief, the chamber believes that it is in the best interests of the United 
States, as well as of our Allies, to reduce to a minimum barriers to the flow of 
commerce, throughout the free world. 

In the foregoing we have emphasized the peril in Europe in its relation to two- 
way trade. We must, however, bear in mind that American security depends also 
on good relations in other parts of the free world, in the Near East, in Asia, in 
Latin America. The state of our relations in all these areas is none too good; 
we cannot afford to cause further deterioration. 

For example, it has been proposed to place severe restrictions on the importa- 
tion of oil from Venezuela, a country where Americans have a 2'%4-billion stake 
und where we now have an annual half-billion trade two ways. Since Venezuela 
pays for our goods with the proceeds of its oil, if we cut off a quarter to a half- 
billion import of oil, we likewise cut off a quarter to a half billion in exports of 
\inerican products. These products cover a wide range of American industrial 
and agricultural production. 

It is axiomatic that small marginal differences between supply and demand 
determine market prices. <A relatively small percentage of reduction in outlets 
for American goods can mean the difference between prosperity and depression. 
A reduction of our export sales can be serious for a wide cross section of Ameri- 
can industry, aside from the strategic danger of diverting Venezuela’s oil to 
Russia, where it is needed by the Red military machine, and of developing an 
anti-America atmosphere and consequent encouragement of communism in an 
area which is now friendly to us. 

In the general reduction of trade barriers we see a fourfold benefit: 
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First, it will reduce the dependence of our allies for direct monetary aid from 
us to the great benefit of the American taxpayer. 

Second, by permitting them greater access to the American market, it will 
enable them better to bear their share of the mutual defense effort against 
aggressive communism. 

Third, the reciprocal removal or reduction of trade barriers abroad will pro- 
vide new markets for our domestic industry. 

And fourth, we believe that an increased flow of commerce between nations 
will further substantially the goal of world peace through creating better under- 
standing, and a higher standard of living, among the peoples of the free world. 

I should like to state at this point that the chamber does not advocate free 
trade, as has recently been suggested in many quarters. In our opinion, adoption 
of a policy of free trade by the United States would involve too much dislocation 
for an economy such as ours, which is so largely based on tariff protection. 

We do believe, however, that substantial gains would accrue to our Nation, 
and to our allies in the free world, by a general reduction of trade barriers, 
and we believe that, in our own best interests, we should take the leadership 
n achieving that goal. In the long run, the export of goods and services can 
only be paid for by the import of goods and services. Temporary imbalance 
of trade can be handled by transfers of gold, by credits and loans, by gifts, by 
moratoriums, or by other expedients. These means or expedients of handling 
an imbalance of trade are temporary and cannot be continued indefinitely. At 
long last goods must be paid for with goods. 

The trade-agreements program has been the cornerstone of our foreign-trade 
policy since 1934. We believe that, on balance, it has worked well. As a prac- 
tical matter, it has permitted a degree of flexibility in the administration of 
the tariff that would be impossible of achievement if Congress, with its time- 
consuming and cumbersome procedures, were to consider and act upon each tariff 
modification that might be desirable, as a result of commercial negotiations with 
foreign countries. 

Let me touch briefly on what we believe to be unwise restrictions in the present 
act. Our views are discussed more fully in the statement that I have submitted. 

In our opinion, the arbitrary limitation on the power of the Executive to 
reduce (or increase) tariff rates by not more than 50 percent of the rates in effect 
on January 1, 1945, unduly restricts the scope of possible trade negotiations and 
narrows the area of further negotiations, to that extent limiting the usefulness 
of the trade-agreements program. We point out, in this connection, that the 
figure of 50 percent laid down in the law bears little relationship to the actual 
tariff needs in a particular case, as even a 50-percent reduction in an excessively 
high tariff rate would have little effect in encouraging imports. We believe that 
Congress shonld broaden, rather than further restrict, the powers of the Execu- 
tive to negotiate tariff reductions. 

Secondly, in our opinion, the peril-point and escape-clause provisions, as 
they now operate, serve to limit the effectiveness of the program. We know. from 
our experiences and contacts with businessmen in foreign countries, that the 
peril-point and escape-clause requirements tend to discourage businessmen in 
other countries from making the substantial, long-term investments that are 
required for them to enter the American market. As a result goods and manu- 
factures from foreign countries do not find a place in the American market, 
and our friends and allies are deprived of dollar earnings which they require. 
The American consumer, in turn, is deprived of the opportunity of purchasing 
these goods. 

Further, we believe that the serious-injury concept to an industry, which is 
the criterion laid down in the act for the guidance of the Tariff Commission, 
fails to take into consideration the larger national interest which may be fur- 
thered by the granting of a tariff commission, although a single company may 
suffer. 

In our opinion, therefore, it would not be in the hest interests of the United 
States still further to restrict the operations of the trade-agreements program 
hy increasing the power and authority of the Tariff Commission, without at 
the same time broadening the scope of the Tariff Commission’s responsibility 
to inclnde a consideration of the larger national interest, along with the interest 
of an affected industry, in reaching its conclusions regarding peril points, and 
in making its investigations in connection with escape-clause actions. 

Finally, there should he no specific restrictions, as against oil. 

Let me add a word about our own domestic industry which, it is believed by 
many, must be protected by high tariffs. 
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We, in the New York Chamber of Commerce, have a high regard for the 
ability of American industry to compete in the world market. The demand 
for American goods throughout the world is eloquent testimony to the efficiency 
and enterprise of the American businessman. We do not believe, therefore, that 
a lowering of our trade barriers to permit the importation of more goods and 
manufactures from foreign countries will have the damaging effects on our own 
domestic industry that is feared by many. It is a matter of record, when faced 
with increased competition, American skill and ingenuity has guided companies 
and industries into improved productive techniques and, also, into the produc 
tion of other goods, without too severe dislocations, either in terms of employ 
ment or output. We grant that some communities and industries may be injured 
by a reduction in duties which, from an overall point of view, may be in the 
national interest. In such cases there may be a necessity for the Federal Gov 
ernment to consider some form of compensation to rectify such damages, 

The important consideration, we hold, is the overall effect of increased foreign 
trade—hboth imports and exports—on our economy, and on the economy of the 
free world. In the long run, America will be richer if we open the American 
market, to the extent that is feasible in the light of our defense requirements, 
to foreign imports. 

The New York Chamber of Commerce is on record as favoring an immediate 
study of the whole problem of foreign trade in its relationship to national 
security and a solvent economy, which would include a thorough revision and 
modernization of our tariff structure. 

We believe that the trade agreements program should be extended, with as 
furnish a stable basis for trade during the 
period in which the longer-range program is being developed. 

To summarize in conclusion, let me repeat that we live in abnormal and 
dangerous times, We cannot wholly afford business as usual, nor protection as 
usual, There is a duty to protect American interests from loss which might 
result from foreign competition, but there is also a duty to protect even more 
numerous American interests from loss which will result from the curtailment 
of foreign markets, and there is an urgent overriding duty to protect America 
from the loss of allies and friendship of other free peoples in a world fraught 
with real and imminent peril. We must change our sights and adopt a new 
policy and a new objective. Our ohijective must be to import enough goods to 
enable onr allies to subsist and pay their way, and enough goods to balance an 
export volume sufficient for domestic prosperity, and to do this with minimum of 
loss or adjustment for other American industries which are affected by import 
competition. This is a difficult program, which can best be effectuated under 
a liberal extension of the reciprocal-trade principle, with maximum discretion 
for an honest and efficient executive administration. 


few restrictions as possible, so as to 


FavorInGc EXTENSION OF THE TRADE AGREEMENTS AcT—NEew YorK CHAMBER OF 
CoM MERCE 


A RESOLUTION FAVORING EXTENSION OF THE TRADE AGREEMENTS ACT 


The committee on foreign commerce of the New York Chamber of Commerce 
believes it is in the Nation’s best interests to extend the trade agreements pro 
gram beyond its present expiration date of June 12, 1953; and it believes that 
the act should he extended for at least 3 years. 

rhe committee also believes that the Congress should reexamine the opera- 
tion of the restrictive features of the act, and to effect reasonable modifications of 
the peril-point and escape-clause provisions so as to emphasize the protection of 
the national interest as well as the interest of domestic industries. 

Finally, the committee believes that the National Government should initiate 
an immediate study of the whole problem of foreign trade in its relationship to 
national security and the needs cf the domestic economy; and that this study 
should lead to a revision and modernization of our tariff structure, now more 
than 20 years old and largely outmoded and unduly restrictive. 

Now, therefore, be it 

Resolved, That the New York Chamber of Commerce urgently recommends that 
the Trade Agreements Act be extended, to prevent a return to the application 
of the uneconomic and outmoded rates of the Hawley-Smoot Tariff Act of 1930, 
which would ultimately become applicable if the present act were to expire; 
and, he it 
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Resolved, That the extension of the Trade Agreements Act should broaden 
the authority of the Executive to grant tariff concessions beyond the limits 


presently in effect ; and, be it 
Resolved, That in the extension there should be reasonable modifications of 


those sections of the present law, known as the peril-point and escape-clause 
sections, in order to bring these more in line with the spirit of reciprocal reduction 
of trade barriers, and with emphasis on the protection of the national interest; 
ind, be it further 

Resolved, That the New York Chamber of Commerce urges that the National 
fovernment initiate an immediate study of the whole problem of foreign trade 


n its relationship to national security and a solvent economy, which would 
include a thorough revision and modernization of our tariff structure; and that 
the trade agreements program be extended for a minimum period of 3 years, 
so as to furnish a stable basis for trade during the period in which the longer- 
range program is being developed 
Respectfully submitted 
CHARLES E. BINGHAM, 
Acting Chairman, 
FRANK N. Bowers, 
Cart C. JENSEN, 
RAvcpH I. STRAUS, 
THOMAS J. WATSON, Jr., 
Of the Committee on Foreign Commerce. 


New York, N. Y., March 19, 1953 
Grorce H. Coppers, President. 


Attest: 
JoHNn T. GwYNNeE, Secretary. 


New York, April 2, 1958. 
At the regular monthly meeting of the Chamber of Commerce of the State of 
New York held April 2, 1953, this resolution and report, submitted by its Com 


mittee on Foreign Commerce, were unanimously adopted. 
THE RECIPROCAL TRADE AGREEMENTS PROGRAM 


Renewal and extension of the reciprocal trade agreements program constitutes 
one of the most important matters facing the first session of the 838d Congress. 
The present act expires on June 12, 1953. In its present session, therefore, 
Congress must decide whether: 
1. To extend the present act; 
2. To modify and extend the present act; or 
3. To terminate the program, either replacing it with a more desirable 
alternate better to promote our trade relationships with the nations of 
the free world, or actually to discontinue the trade agreements program, 
thus reverting ultimately, to the tariff policy and rates laid down in 

the Hawley-Smoot Tariff Act of 1930. 

The critical position of leadership of the free world which has become the 
responsibility of the United States makes the decision of the Congress with regard 
to foreign trade policy of extraordinary importance. The implications of United 
States policy in foreign trade extend far beyond a proper concern for the welfare 
of the domestic economy. Our concern must now include, also, a consideration 
of the welfare of the economy of the entire free world, and the effects, direct and 
indirect, of American trade policy on the economies of free nations who are joined 
with us in the struggle against aggressive communism. 

Never in the history of our Nation have we faced a foe so implacable, so ruth- 
lessly unscrupulous as the one which now confronts us from the Red world. 
It is doubtful that our Nation alone could successfully meet this danger. 

There are in the world many other peoples who, equally with ourselves, desire 
to remain free and to stand with us in the defense of their liberty, but they cannot 
do this unless they have the means of maintaining their own sound economies. 
Many of these nations must obtain from us foodstuffs and other things necessary 
for their life which they formerly obtained from lands now behind the Iron 
Curtain. If we are to supply these allies with these basic requirements, we 
must either pay the cost of this ourselves at the expense of our own taxpayers, 
or we must place these peoples in position whereby, through trade rather than aid, 
they themselves can pay with goods for the cost of the things they must have 
not only for their survival, but also to stand with us and bear their share of the 


common defense. 
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A revision of our own tariff and other various trade barriers is not the sole 
solution to the problem but is a part of a major program which must be developed 
by us and by them. It is, however, one of the extremely important parts, of this 
program, a part which lies within our sphere, and which as a leader of the free 
world we dare not fail to achieve, whereby we and they may stand together, and 
may not only become strong enough to withstand the attack of our enemies, but 
may one day push back that threat and dispel the fear which now hangs over 
the free world like a sword of Damocles. 


1 brief history of the trade agreements program 


Under the Constitution Congress has the power “* * * to lay and collect taxes, 
duties, imposts and excises "and “* * * to regulate commerce with foreign 
ons * ; 

In the exercise of this constitutional! responsibility, Congress has written many 
tariff acts, the one currently in effect being the Hawley-Smoot Act of 1930 which 
committed the United States to a program embracing the highest degree of pro- 
tection ever given by an American tariff 

Che Tariff Act of 1980 is a complex law. It identifies approximately 25,000 
articles of commerce subject to duty, and it prescribes some 8,000 separate and 
(different rates. But even this detailed tariff fails to cover the multiplicity of 
goods imported into the United States, the greater number of which are covered 
by 264 “basket clauses” in the act applicable to articles not specifically enu 
merated 

Recognizing the impracticability of Congress acting on each of the “adjust 
ments” in tariff rates that might be desirable in the conduct of American policy 
in foreign commerce, the Hawley-Smoot Act contained a “flexible tariff’ provi- 
sion which permitted the President to adjust rates on certain items, and with 
certain countries, but in carrying out this function, the President was required 
to take into consideration comparative costs of production, and to follow the 
findings of the United States Tariff Commission, an independent agency. In 
effect, the Tariff Commission regulated the flexible tariff program set out in 
the 1930 act. 

When the Hawley-Smoot Act went into effect, the United States was entering 
the depression. It was felt by many that a stimulation of foreign commerce would 
aid materially in overcoming domestic unemployment and increasing the pur- 
chasing power of the American people. Accordingly, in March 1934, the Presi- 
dent requested congressional authority to enter into agreements with foreign 
nations to modify duties and other import restrictions. This was proposed as 
an amendment to the Hawley-Smoot Act. 

In June 1934 Congress approved the Trade Agreement Act of 1934, which per- 
mitted the President to enter into trade agreements with foreign countries, and 
to lower or raise tariff rates by an amount not to exceed 50 percent of the rates 
laid down in the 1930 act. The Trade Agreements Act, which was approved for 
a 5-year period, also included the most-favored-nations clause, and it provided 
for reasonable public notice of intention to negotiate. 

It is important to note, at this point, that the 1934 Trade Agreements Act 
exempted agreements made under the program from the cost-of-production 
principle that had been written into the Hawley-Smoot flexible tariff provision ; 
and it also nullified the 1930 act’s provision for judicial review, of rates of duty 
established by the executive. 

In 1937 and 1940 the Trade Agreements Act was extended, each time for a 
3-year period, and with no change. In 1943 the act was extended for 2 years, 
with a minor amendment designed to minimize the effects of foreign cartels on 
the program. In a separate action, the President, by executive order, provided 
for an escape-clause procedure whereby parties to a reciprocal agreement could 
back out if it was found that unforeseen developments were hurting domestic 
industry. The executive order specified that the escape clause should be in- 
cluded in all future agreements. 

The act was extended again, in 1945, for 3 years with a major amendment which 
authorized the President to reduce import duties up to 50 percent of the rates 
in effect.on January 1, 1945. This meant that rates already cut the full 50 per- 
cent from the 1930 tariff level might be cut another 50 percent—or a total of 75 
percent from the 1930 level. Another amendment added the Departments of 
the Army and Navy to those with which the President was required to consult 
prior to making agreements. 

In 1948 Congress extended the act for 1 year, and added the so-called peril- 
point clause which required the Tariff Commission to survey all commodities on 
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which the President proposed to negotiate agreements, and to establish a specific 
rate of duty (peril point) below which tariffs, in the Commission’s judgment, 
could not be lowered without damage to United States domestic industry. If the 
President reduced rates below the peril point he was required to explain to Con- 
vress 


- 


‘his peril-point procedure was eliminated in 1949, when the Congress repealed 
the 1948 law, and extended the trade agreements program, in substantially its 
original form, until 1951. The 1949 extension was important, also, in that it 
dropped from the act’s statement of policy any reference to conditions of “emer- 
gency” or “depression the basis on which the trade agreements program was 
originally justified. This appeared to mean that reciprocal trade agreements 
were now part of the normal trade pattern of the Nation. 

In 1951, after a lengthy consideration, Congress again extended the trade 
agreements program for a 2-year period, but with important changes. These 
included: 

1. The reintroduction of the peril-point procedure, without, however, pro 
hibiting the Tariff Commission from participating in interdepartmental trade 
greement conferences ; 





2. A directive to prevent the application of trade agreement concessions to 
the Soviet Union or any nation or area dominated or controlled by the world 
Communist movement; 

3. The addition of an escape-clause procedure to all trade agreements; 

4. The addition of a provision giving perishable agricultural products pre- 
ferred escape-clause action, and making it clear that trade agreements may not 
interfere with the operation of section 22 of the Agricultural Adjustment Act; 

>. Jtepeal of the provision in trade-agreement legislation prohibiting appeal to 
the courts on customs classification of items subject to trade-agreement con- 
ce@SS1OUS ; 

6. A prohibition of the importation of furs produced in the Soviet Union and 
Communist China ; 

7. A statement of congressional policy that enactment of the extension of 
authority under the trade agreements program does not indicate congressional 
approval or disapproval of GATT—the General Agreements on Tariffs and 
Trade—which 23 countries, including the United States, established in 1947. 
The current trade agreements program continues in effect until June 12, 1953. 


i summary of the trade agreements negotiated since 1934 


from 1934 to 1947—during the first 13 years of the trade agreements program 
the President had negotiated bilateral agreements with 29 foreign countries 
which involved the reduction or binding, by the United States, of rates of duty 
on products accounting for 70 percent of our total dutiable imports (based on 
1939 statistics) 

In 1947 the United States and 22 other countries meeting in Geneva negotiated 
the General Agreement on Tariffs and Trade (GATT), and the United States 
entered into trade agreement negotiations with each of these countries. 

The participating countries concluded 123 tariff negotiations involving duty 
reductions or bindings on products important in their trade. This represented 
the most comprehensive undertaking for reducing trade barriers ever completed. 
Subsequent negotiations at Annecy, France, in 1949 and Torquay, England, in 
1951, further enlarged GATT, which now has 34 contracting parties accounting 
for 80 percent of the world’s trade. 

Of the 27 countries with which the United States had bilateral trade agree- 
ments in 1947, 13 of our trading partners have since acceded to GATT, and our 
agreements with them under the trade agreements program, therefore, are now 
embodied in the general agreement. 

Since 1949 we have concluded only one agreement outside GATT—a supple- 
mentary agreement with Venezuela, only recently put into effect. 

As a consequence of the Trade Agreements Act, the United States has reduced 
or bound 2,590 rates out of a total of 3,552 rates affecting products with a trade 
coverage of dutiable imports in 1949, of $2,548 million, or 95 percent of our 
dutiable imports in that year. On the basis of all our imports—dutiable and 
free—our total concessions cover about 90 percent of our total imports, 

While the average ad valorem equivalent of United States rates on dutiable 
imports appears to have decreased from 46.7 percent. in 1934 to 12.5 percent in 
1951, and the combined free and dutiable rate equivalent fell from 18.4 percent 
in 1934 to 5.6 percent in 1951, nevertheless it should be understood that the actual 
rates of duty have not decreased by this amount. The following compilation of 
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the distribution of United States tariff rates in 1934 and 1951 indicates the broad 
changes in rates that have occurred since the inauguration of the trade agree- 
ments program in 1934: 


Percent of Percent of 
Rates total rates, total rates 
19034 51 

percent and less ‘ 2 
to 20 percent 10.8 20.3 
20.1 to 40 percent 29 97.9 

1 to 60 percent 22. | 1] 
0.1 percent and over 19.2 4.7 
pecific rates. 8.9 7 

Source: International Trade Policy Issues, United States Chamber of Commerce, 1953 


According to the Tariff Commission, on the basis of its most recent study 
conducted in 1949, the permissible additional reduction in rates on dutiable im- 
ports under the trade agreements program (as of 1949), approximated 28 percent 
In other words, for all dutiable imports as a whole, the Executive by 1949 had 

ready used 72 percent of his authority to reduce rates of duty on imports under 
the program. 


The foreign commerce of the United States 
The table which follows summarizes the foreign commerce of the United States 
since 1930. It serves to illustrate the importance of foreign trade to our economy. 
Exports and imports of merchandise 


[000 omitted] 














M, X¢ 0 

Year Exports Imports eae e Year Exports Imports o 
1930 $3, 843, 181 $3, 060, 90S $782, 273 1941 $5, 147, 154 $3, 34 ) $1, 802, 149 
1931 2, 424, 289 2, 090, 635 $33, 654 1942 &, O78, GSS 2 893 095 
1932 1, 611, 016 1, 322, 774 288, 1943 12, 964, 906 3, 381, 498 } . 408 
1933 1, 674, 994 1, 449, 225 1944 14, 258, 702 3, 928, 866 10, 329, 837 
1934 2, 132, 800 1, 655, 055 177, 745 1945 9, 805, 625 4,159, 138 5, 646, 487 
1935 2, 047, 485 235, 38° 1946 9, 738, 321 4, 942, 054 4, 796, 267 
1936 2, 422, 592 $3, 386 047 14, 429, 747 756, 333 8, 673, 413 
1937 3, OR3, 668 265, 499 1948 12, 653, 058 7, 123, 877 5, 529, 181 
1938 3, 004, 440 1, 960, 428 1, 134, 012 1949 12, 051, 108 6, 622, 390 », 428, 718 
1939 3, 177,176 2, 318, 081 859, OOS 1950 10, 275, 102 &, 852, 161 1, 422, 941 
1940 4,021, 146 2, 625, 379 1, 395, 767 1951 15, 020, 409 | 10, 961, 550 4, O58, RSS 


Source: Statistical Abstract of the United States, 1952 


Measured as a percent of total product, exports in 1951 represented 8.9 percent 
of our production of movable goods. Total exports of manufactures amounted to 
$10 bililon, and (based on 1950 statistics) they exceed 10 percent of the produc 
tion in a considerable number of industries, including machine tools, 22 percent ; 
textile machinery, 25 percent; tractors, 21 percent; printing machinery 19 per- 
cent; oilfield machinery, 15 percent; diesel engines, 13 percent; motortrucks, 
11 percent ; agricultural machinery, 11 percent. 

For the agricultural community, exports of $4 billion in 1951 represented an 
average of $1,100 per commercial farm. For our two leading crops—cotton and 
wheat—annual exports over recent years have amounted to more than a third 
of production. For agriculture as a whole, exports have represented about one- 
eighth of total production. Obviously, any substantial decline in agricultural 
exports would have an important impact on American agriculture. 

More than one-half of the imports into the United States represented crude 
and semimanufactured materials, many of which, such as crude rubber, tin, 
industrial diamonds, are essential to our national security, but are not produced 
in this country. Others such as copper, lead, zinc, oil, and wool are not produced 
in sufficient quantity to meet essential domestic requirements. 

The 1951 imports of crude and manufactured foodstuffs amounted to $3.1 
billion, the most important being coffee, cane sugar, and cocoa beans. Imports 
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of finished manufactures amounted to $1.3 billion in 1951. They represented a 
miscellaneous collection of articles only one of which, wool manufactures, 
:mounted to $100 million. 

Che foregoing summary indicates the substantial growth of the foreign trade 
of the United States since World War II, and it illustrates the interdependence 
if the countries of the free world. United States exports now represent 20 per- 
cent of the trade of the free world; and its imports 15 percent. But the growth 
n exports and imports has been uneven; and the import lag underlies the serious 
dollar payments problem facing most of our trading partners. 


The dollar deficit 

The enormous task of reconstruction facing many countries after World War 
II, the destruction of productive facilities, and the disruption of the prewar pat- 
tern of international trade and payments increased greatly the reliance of many 
countries on the products of American agriculture and industry. Added to these 
was the need for strengthening the free world against the threat of Communist 
uperession 

As a consequence, the countries of the free world have accumulated a large 
deficit in payments with the United States which, from 1946 to 1952, amounted to 
about $34 billion. This was covered by aid from the United States, paid by the 


taxpayers, and the use of gold and dollar reserves. 
Obviously, there is no simple answer to the problem of restoring a balance in 
international payments. A long-range answer must include the establishment 


of sound financial and production policies by the nations of the free world, in 
order that they might compete in world markets; a program to expand the 
exports of the underdeveloped regions to Europe and to the dollar countries; and 
the reduction of trade barriers by the United States to permit other countries to 
compete in the American market and thus to increase their dollar earnings. 
While the reduction of trade barriers by the United States is only part of this 
program, it is, nevertheless, essential to the achievement of the whole solution. 


The trade-agreements program and American foreign-trade policy 

Since 1934 the trade-agreements program has been the cornerstone of our 
foreign-trade policy. 

As originally conceived, it provided for a delegation of powers to the Executive, 
permitting him, in commercial negotiations with foreign countries, to grant con- 
cessions, within defined limits, from the Hawley-Smoot tariff schedules, in return 
for reciprocal concessions to the benefit of American producers. 

The principal advantage of the trade-agreements program is that it provides ¢ 
means of establishing tariff rates based upon the interest of the Nation as a 
whole, rather than upon the interests of local industries, as was true under the 
logrolling tactics which prevailed under the old tariff-writing procedures. It also 
permits of a degree of flexibility in tlie administration of the tariff that would be 
impossible of achievement if Congress, with its time-consuming and cumbersome 
procedures, were to consider and act upon each tariff modification that might be 
desirable, as a result of commercial negotiations with foreign countries. 

In the world today, with the growing emphasis on the interdependence of the 
nations of the free world, it is desirable that the United States foster the freest 
possible commercial relations between nations, Consistent with a proper regard 
for our own national interest and security. 

The trade-agreements program has been one of the means by which the United 
States has sought to reduce barriers to trade and commerce between nations. 
It is in the national interest that this program be extended. 


~ 


Some difficulties arising out of restrictions in the present Trade Agreements Act 

The present Trade Agreements Act, however, contains several restrictive fea- 
tures that limit its effectiveness as a means of further reducing trade barriers. 
In the opinion of many, these serve to limit the usefulness of the program. 

1. The 50-percent limitation—The trade-agreements legislation limits tariff 
changes to 50 percent of the rates in effect on January 1, 1945. Less than one-half 
of the reduction authority remained unused at the end of 1951. It must be 
pointed out, also, that the arbitrary percentage of 50 percent bears little relation- 
ship to the actual tariff needs in a particular case, as even a 50-percent reduction 
in an excessively high tariff rate might have little effect. This arbitrary limita- 
tion on the power of the Executive to reduce tariff barriers restricts substantially 
the scope of possible trade negotiations and narrows the area of further negotia- 
tions, to that extent limiting the usefulness of the trade-agreements program. 
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Many believe that Congress should consider the desirability of granting the 
Executive broader powers to negotiate trade concessions. 

2. The peril-point and escape-clause provisions.—These are perhaps the most 
controversial subjects in the present act. In the opinion of many, they constitute 
substantial handicaps to the efficient operation of the trade-agreements program. 

Both were placed in the act in an attempt to protect a domestic industry 
threatened with serious injury as a result of concessions granted in a trade 
negotiation. 

The peril-point amendment requires the President, before negotiations are 
inaugurated, to submit to the Tariff Commission a list of articles on which 
negotiations are to be held with a foreign country; and it requires the Tariff 
Commission to report its views to the President as to the limit to which conces 
sions might be made without causing or threatening serious injury “to the 
domestic industry producing like or directly competitive articles.’ If the Presi- 
dent grants a concession beyond this peril point he is required to explain his 
action to Congress. 

The escape clause provides that, upon the request of the President, upon 
resolution of either House of Congress or the Committees on Finance of the 
Senate or Ways and Means of the House of Representatives, upon its own motion, 
or upon application of any interested party, the Tariff Commission shall “make 
an investigation * * * to determine whether any product upon which a conces- 
sion has been granted * * * is being imported into the United States in such in 
creased quantities * * * as to cause or threaten serious injury to the domestic 
industry producing like or directly competitive products.” If the Tariff Com- 
mission finds that such injury is resulting, it must recommend to the Presi- 
dent withdrawal or modification of the concession. If the President does not 
follow the recommendations of the Tariff Commission, he must report his rea- 
sons to the Committee on Ways and Means and the Committee on Finance. 

Two principal criticisms are made of the peril-point and escape-clause pro- 
visions of the present act. First, it is charged that these provisions create con- 
cern on the part of foreign exporters who are apprehensive over increasing 
restrictions on their exports to the United States arising out of actual or threat- 
ened escape-clause actions. This makes them reluctant to undertake the ex- 
penditures required to enter the American market; and this, it is alleged, consti- 
tutes an unnecessary and undesirable, although intangible, barrier to effective 
trade negotiation. 

Secondly, it is held that the serious injury concept to an industry or a com- 
pany, which is the criterion laid down in the act for the guidance of the Tariff 
Commission, fails to take into consideration the larger national interest which 
may be furthered by the granting of a tariff concession, although a single com- 
pany may suffer. 

It would appear desirable that there be a congressional reexamination of the 
peril-point and escape-clause provisions of the present act, in order to determine 
whether they do not, in fact, constitute undesirable limitations, as now operative, 
on the trade-agreements program; and to determine whether there may not be 
better methods than tariff protection to safeguard an industry from damage re- 
sulting from competing imports. 

3. The time limitation on the trade-agreements program.—Finally, it is sug- 
gested by many that the trade-agreements program is unduly handicapped by 
the time limits that Congress has placed on the act. The current extension, 
which expires on June 12, 1953, was in effect for 2 years. Most previous ex- 
tensions have been for 3-year periods, although in 1948S the extension was for 
but 1 year. Here, again, many observers believe that the full effectiveness of 
the trade-agreements program is not achieved because of the reluctance of foreign 
countries to enter into long-term commitments under a program which is of a 
temporary nature, and which, they feel, they have no guaranty will be continued 
by the Congress at the end of the current expiration date. It would appear 
desirable that Congress consider the advisability of extending the authority of 
the trade-agreements program for perhaps a 3- or 4-year period, in order to 
stimulate this greater confidence in the program on the part of those foreign coun- 
tries with which we may negotiate. 

Other handicaps to the lowering of trade barriers 

There are at least three other handicaps to lowered trade barriers in the 
United States: the inconsistency between our agricultural policy and trade policy ; 
the costly and cumbersome customs procedure; and the operation of the so- 
called buy American acts. 
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It would appear desirable that Congress review these impediments to the 
development of our foreign commerce in the interests of removing all unnecessary 
handicaps to the free flow of commerce among nations of the free world. 

The long-term necd—development of a new trade and tariff policy in the na- 
tional interest 

There is growing sentiment throughout the Nation that the position of leader 
ship of the free world that has become the responsibility of the United States 
requires a reeXamination and reorientation of our trade and tariff policy. 

This is no simple task to be accomplished in short order. It will require a 
thorough and painstaking study of the whole problem of foreign trade in its re 
lationship to national security and the needs of the domestic economy. It will 
necessarily include a revision and modernization of our tariff structure, now more 
than 20 years old, and although modified substantially by the operations of the 
trade-agreements program, still outmoded and unduly restrictive. 

The hope of the free world depends in no small measure on the furtherance 
of the commerce between nations. As the leader of the free world the United 
States has an obligation to advance that goal. 

Mr. Brnenam. I do not consider it appropriate to add anything 
as to my own status, but we should say with regard to the New York 
Chamber of Commerce that it is the oldest commercial organization in 
the country and I believe the most carefully deliberative and most 
democratic commercial organization. Matters that are brought before 
the chamber are announced by publication in advance, and there is 
every opportunity for free disc senha 

The resolutions which have been adopted by the chamber on the 
subject of reciprocal trade were so considered and voted upon with 
unanimous approval in full meeting. 

Gentlemen, no solution of any problem in these complex times can 
be accomplished without injury to some. For the interest of our 
Nation, nay, for the security of our Nation, we must have a balance 
in trade. But we realize that it is a proper concern of the Members 
of Congress that some of their constituents might be thereby injured. 

The CHarrman. Pardon me, would you mind if I interrupt ! 

Mr. Brneuam. No. 

The Cuarrman. I notice in your statement here: 

After the war, I served under General Clay in the military government for 
Germany, where I was Director of Foreign Trade, and where I endeavored to 
help Germany get back on her feet and devise ways to return foreign trade to 
private hands. 

Were you connected with the Army group that made a survey of 
the economic conditions of European countries? 

Mr. Brneuam. No; I was not a member of that. 

The Cuatrman. I have been very anxious to get hold of a copy of 
that report, it is quite large and I imagne worthwhile. I did not 
know but possibly you might have been a member of that group. 

Mr. Brnenam. I was called in as a presumed expert on foreign 
trade to help Germany in that direction. Some people say we did too 
good a job. 

The CuarrmMan. Your headquarters were at Bonn? 

Mr. Brnenam. No; our headquarters was in Frankfurt. 

We had in mind today breaking ground, but others have already 
broken it ahead of us in submitting to you a supplemental statement 
which I would like to submit for the record. 

The CuatrmMan. Pardon me, how large is it ? 

Mr. Bryeuam. It is a brief statement and I do not propose to 


read it. 
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The Cuamrman. Without objection, it may be made a part of the 
record. 
(The statement referred to follows :) 


MEMORANDUM ON COMPANIES AND INpUSTRIES THAT May SuFFreR BECAUSE OF AN 
INCREASE IN IMPORTS 


While it is realized that American prosperity is based on free competition, and 
we would not think of subsidizing an American producer who is damaged, or 
perhaps even unable to continue his business, by reason of some new competition 
by another American producer; nevertheless, it is realized that an act of 
Government which changes an established tariff structure, and thereby intro- 
duces a new and troublesome competition from a foreign producer, does give 
some basis for relief by an offsetting act of Government. Therefore, it may be 
both proper and in the national interest that a basis of relief be granted in 
meritorious cases and under proper and equitable control, pending an oppor- 
tunity for an injured American producer to adjust his business. 

There follows an outline of possible approaches to the problem of companies 
and industries damaged by a substantial increase in imports. There may be 
other solutions. 

For “essential” industries—industries producing either raw materials or 
manufactured products essential to military security : 

1. Maintain tariff protection, or quotas; or 

2. Subsidize, through Federal money, maintenance of essential production, 
or essential reserves of raw materials. 

For “nonessential” industries : 

1. Make duty reductions gradually—permitting companies to convert to other 
lines where they might compete. Here some measure of Government financing, 
either through direct loans or some type of guaranty for bank or private loans, 
uiay be necessary to enable a company to convert its production. 

2. If a company is unable to convert, then, in the interests of equity, it may 
be necessary for the Federal Government to provide for some kind of equitable 
adjustment for owners to cover the worth, or some portion thereof, of their prop- 
erty which has lost its value because of a change in import policy. The estab- 
lishment of some type of “court of claims” or “board of liquidation” has been 
suggested for that purpose. 

3. In any event it would appear essential for the Federal Government to 
maintain some form of activity, probably on a regional basis, to handle the 
problems of companies that might be damaged by changes in rates of duty. 
The function of such an activity, perhaps a branch of the Department of Com- 
merce, would be to facilitate the readjustments that might be required as a 
result of tariff reductions. 

4. It should be borne in mind that our system of unemployment compen- 
sation is geared to provide workers with a subsistence income during any 
limited period of idleness that may result from the necessity of a company’s 
changing its product line, and this can apply equally if the change comes as a 
result of import competition. Thus we already have built into our economy 
a “cushion” to prevent drastic hardships for employees affected by such prod- 
uct changes. 


Mr. Brncuam. Therein we are attempting to submit certain sug- 
gestions. We know they are not all the appropriate means and prob- 
ably not the best means, but certain means at least as to ameliorating 
the injury that may occur to some who are injured by increased 
imports, methods which should be less expensive and less dangerous 
than the general increase of tariff for that protection. They are sub- 
mitted not with the thought of our indicating the precise method 
but rather that Congress in is wisdom will work and can work out 
appropriate means to that end. 

Now the essence of the problem is that we are an exporting Nation 
and that many of our exports have been to established markets other 
than those from which we obtain tin and fiber and other essential 
items which we must import. Such exports can be balanced only 
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by the importation of other articles which we do also produce our- 
selves to some degree. By exporting things which we make better 
than other people do and being paid with things which they make 
better than we do, both are enriched, but these are the arguments 
that apply in normal times, and today we do not live in normal times. 

Those of us who have served close to the Red frontier are perhaps 
more pressingly aware than others of the threat that hangs over our 
head today. We are faced as America has never been faced before 
by an unscrupulous and an implacable enemy. It is not probable 
that standing alone in the world we could successfully face that 
enemy, successfully save the institutions which our fathers have built 
and established upon this continent. Yet we do not need to stand 
alone. There are many other free peoples who value their freedom 
and who would fight in defense of that freedom if given the economic 
means to do so. 

There are some of these nations, Germany would be an example, 
who cannot produce of their own means and on their own soil the 
foods and certain other essential things which they must have for 
their survival. To drive them into the hands of Russia from whose 
li ands they formerly obtained these things would be unthinkable. We 
lave only two options, we must provide them with the food and the 
essential items which are essential to their survival, and we can only 
do it by giving it to them as we have been doing it in large part, or 
by permitting them to pay us with goods. 

It is just as simple as that. For our own survival as a Nation we 
must adopt a policy, the objective of which will be the balancing of 
trade with our allies. 

Although this problem is so extremely vital, as Representative 
Javits has already called attention to in Europe, it is not entirely un 
vital in other areas. We do have the need of friends in Asia and 
in the Near East and in South America. Today, for example, we 
have a trade with Venezuela of half a billion dollars a year. We 
have an investment of American interests in Venezuela of $2.5 billion. 
That is being paid for by the Venezuelans with shipments of oil. If 
we are to cut off the oil, we not only cut off equal exports of our own 
products here, but we will drive that trade, that oil, that strategtic 
material, into the hands of the enemy, and we will change what is 
now a friendly nation to possibly one that cannot be so friendly in 

day when we need friends in Latin-America as well as we do in 
Europe and the other parts of the world. 

We believe that this whole problem is so intricate, this problem of 
balancing our trade for national security and yet with a minimum 
of injury to those who may be affected that none of us or none of you 
individually could be wise enough to point to individual solutions 
but that it is a thing with policy set that could be referred to an able, 
honest administration. 

We have confidence in the national administration; we believe that 
this is a problem which can be left to the administration that now sits 
in Washington. 

While we would prefer that some of the restrictive clauses ” the 
present act were lessened, we believe that an interim extension of 
the present act without material change and the creation of a body 
to study the entire foreign-trade problem of our country is the best 
current solution, and we have incorporated that in our presentation. 
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With that I would like to close by reading the text of the precise 
resolutions that were adopted by the chamber. 

Resolved, That the New York Chamber of Commerce urgently recommends 
that the Trade Agreements Act be extended to prevent a return to the appli 
eation of the uneconomic and the outmoded rates of the Hawley-Smoot Act 
of 1980 which would ultimately become applicable if the present act were to 
expire ; be it 

Resolved, That extension of the Trade Agreements Act should broaden the 
autbority of the Executive to grant tariff concessions beyond the limits presently 
in effect ; be if 

Resolved, That in the extension there should be reasonable modification of 
those sections of the present law known as the peril-point and escape-clause 
sections in order to bring these more in line with the spirit of reciprocal reduc 
tion of trade barriers and with emphasis on the protection of national interest ; 
and, be it further 

Resolved, That the New York Chamber of Commerce urges that the National 
Government initiate an immediate study of the whole problem of foreign trade 
in its relationship to national security and a solvent economy which would 
include a thorough revision and modernization of our tariff structure and that 
the trade-agreements program be extended for a minimum period of 3 years 
so as to furnish a stable basis for trading during the period in which the longer- 
range program is being developed. 

Those are the precise resolutions which were adopted by our cham- 
ber, but speaking for our committee, I join with prior speakers in 
feeling that the interim extension of one year without material change 
and pending time for study would perhaps be the happiest solution 
which might be effected under the circumstances. 

The Cuarrman. That concludes your statement ? 

Mr. BrincuHam,. That concludes my statement. 

The CHatrMan. We thank you for your appearance, Mr. Bingham, 
and for the appearance of your associate here. 

Are there any questions? 

Mr. Stmprson. Yes, Mr. Chairman. 

The CHarman. Mr. Simpson. 

Mr. Simpson. Mr. Bingham, in that statement you last read you 
used the phrase “spirit of reciprocal reduction of trade barriers.’ 
It is a kind of idealist viewpoint, one that we had for many years 
as we discussed the reciprocal-trade agreements and we sought to 
accomplish great good through them and measured by the results in 
inter national affairs. I personally do not see that the Vv did much good. 

It is stated here that we have today more barriers than we ever 
had before; that may or may not be true, but I think there is a 
measure of truth in it. Would you comment on that? Are there more 
barriers between countries so far as trade is concerned ? 

Mr. Bineuam. Definitely yes. 

Mr. Simpson. Yes? 

Mr. Brneuam. Yes. In the interim we have had a world war 
which has completely dislocated Europe, if not the entire world. It 
has placed countries in Europe where, as I said before, they cannot 
get the essential things they want, and they therefore have to restrict 
themselves to bri inging in the essentials, holding down on the luxuries. 

There are of necessity barriers which are implicit in the conditions 
that the war has brought about. 

Mr. Stmpson. Now you are suggesting on page 6 what you call the 
arbitrary limitation on the power of the Executive to reduce tariffs by 
not more than 50 percent of the 1945, January 1 rate; that that should 
be changed ? 
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Mr. Brncuam. We believe sincerely, sir; that if you are to enable 
our allies to pay their way that we must provide some opportunities 
for bringing in increased products. 

Mr. Srurson. Is it not true that we do not have nearly as much to 
bargain with today as we had prior to 1935? We have bargained 
away a good deal of our possible concessions, they are gone, and the 
persons with whom we made agreements for one reason or another 
have not lived up to their part of it, they have imposed embargoes and 
quotas, and they have devalued their money, and in many ways have 
gotten around the anticipated effect of the trade agreements. They 
have not used proper good faith with us, as I see it. 

Mr. Brncnam. We could bargain by introducing a greater stability. 
\t the present time a foreign businessman who is asked by his own 
gyovernment as a patriotic thing to try to produce things which can 
be sent to America and to help them pay their way is hesitant to go 
nto a production scheme if he has no assurance that by the time he 
las produced those things and has them r “aud for sale that the tariff 
basis here might be changed. 

Mr. Stwpson. Do you mean literally that you would favor legisla- 
tion which would permit the establishment of a duty ? 

Mr. Brnenam? I did not get that last question. 

Mr. Simpson. Do you mean that you would favor the elimination 
of legislation which denies the right to cut a duty below a point which 
the Tariff Commission has found apt to be dangerous to American in- 
dustry? Would you favor cutting the tariff below that point ? 

Mr. Bryeuam. It depends on the interpretation, sir. There can be 
injury to an industry which may be an inconsequential industry, it 
may be a small section of an industry and where the damage to that 
industry may be very genuine and very real and yet very small to 
the benefit to be gained for the country. 

Mr. Stimpson. You would like to have the peril point and the escape 
prov iSIONS as they are in the present law removed ? 

Mr. Brneuam. I believe we would benefit. 

Mr. Suwpeson. How would you give relief to the industry that has 
suffered ? 

Mr. Brnenam. For that we have introduced certain suggestions 
here. 

Mr. Suwpson. Where? 

Mr. Bryeuam. In our supplemental statement. 

Mr. Srwpeson. You are making a suggestion as to some new legis- 
lation ? 

Mr. Brncuam. We have submitted this as a result of our study, the 
study of our own research staff. 

Mr. Suvpson. Does that include the provision that if the indus- 
try is put out of business we would provide relief for the industry or 
its workmen, retrain them ? 

Mr. Bryenam. Yes, sir. Many of the suggestions that we have 
made here have been suggested in whole or in part by previous 
speakers today. : 

Mr. Smwrson. Then you do see areas where it might be desirable to 
eliminate—— 

Mr. Bryenam. I would suppose that the same arguments would ap- 
ply there that would apply in domestic competition, 








rr rn 
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Mr. Stmpson. Of course domestically you are bound by the same 
rules, the same tax rates, the same social-security laws, and the same 
compensation laws. When you are competing with cheap labor, you 
do not. have that relative competition. 

Mr. Brneuam. I have a great confidence, sir, in American indus- 
try and in its competence, in its ability to stand on its own feet and 
to compete in any market, our own or any other. 

Mr. Stmpson. I have, too, but I do not have it to the extent of be- 
lieving that we can outproduce them when we sell them the best 
machines we make today and then their product is made by a man 
working in Japan who is a skilled mechanic who receives a tenth or a 
fifth of the wage that they do here, I do not call that fair competition 
if we allow them to dump thei produc ‘ts here, do you? 

Mr. Brnenam. I thought Mr. Straus might want to answer that 
because I believe the answer is that if we can raise the standard in 
other countries, if we can raise the standard in Japan somewhat 
nearer to our own standard where a worker can produce much more 
in a given time and therefore have a higher standard of living that 
incidentally with it we will increase our own market there for the 
things which we produce better than they produce. 

The raising of the standard of living in the rest of the world can- 
not result in injury to us. 

Mr. Simpson. We will not raise their standard of living as long 
as we simply buy the stuff because they produce it cheaply. We 
cannot tell their Government what they must pay their people for 
working. I say that. we have to take care of our own people first 
and then buy from them if necessary. 

Mr. Brneuam. We do. 

Mr. Simpson. Thank you, sir. 

The Cuarman. Any other questions? 

Thank you, sir, for your contribution and the information you have 
given to the committee. 

Mr. Bincuam. Thank you, gentlemen. 

The Cuarrman. The next witness will be Mr. Sherlock Davis, of 
the United States Cuban Sugar Council. 

Will you please give your name and the capacity in which you 
appear ¢ 


STATEMENT OF SHERLOCK DAVIS, GENERAL COUNSEL, UNITED 
STATES CUBAN SUGAR COUNCIL, WASHINGTON, D. C. 


Mr. Davis. My name is Sherlock Davis, and I am general counsel 
of the United States Cuban Sugar Council. 

The United States Cuban Sugar Council, which I represent, is com- 
posed of a group of companies which own or operate sugar properties 
in Cuba, the stockholders of which are predominantly United States 
citizens. The securities of 11 of these companies are listed on se- 
curities exchanges in the United States, and their share are widely 
distributed among investors in this country. These companies ac- 
count for approximately 40 percent of the ‘total output of sugar in 
Cuba. The names of the companies are listed at the end of this 
statement. 
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RECIPROCAL TRADE AGREEMENTS ACT SHOULD BE EXTENDED 


In former years, when the act has been before this committee for 
renewal, the United States Cuban Sugar Council has strongly urged 
the extension of the Reciprocal Trade Agreements Act for periods of 

least 3 years. The council would favor a 3-year extension of the 
act at this time, but inasmuch as the President has recommended to 
the Congress a renewal for 1 year, pending completion of a reexami- 
nation of the economic fore ign policy of the United States, the coun- 
cil supports the Presidential recommendation. The council believes 
that in extending the act it would be preferable to eliminate the peril 
point and escape-clause provisions 

The council is strongly opposed to H. R. 4294 as introduced on March 
30, 1953, because of the restrictions it would impose on the authority 
of the President, and the adverse effect we believe it would have on 
the foreign trade of the United States. 


UNITED STATES-CUBAN EXPERIENCE DEMONSTRATES VALUE OF RECIPROCAL 
TRADE PROGRAM 


The increase in volume of trade between the United States and Cuba 
since 1934, when the first agreement, that with Cuba, became effective 
provides a convincing demonstration of the value of the trade-agree- 
ments program. 

In 1941, before this country became actively engaged in World War 
IT, the value of United States exports to Cuba was about 177 percent 
above the 1934 figure. During the same period, the value of United 
States imports from Cuba increased about 129 percent. 

In the 18 years from 1934 to 1952, the value of United States ex- 
ports to Cuba multiplied 11 times, and the value of imports from 
Cuba more than 5 times. In 1952 United States exports to Cuba were 
valued at approximately $516 million and imports from Cuba at 
$438 million. The value of United States exports to Cuba exceeded 
that of imports from Cuba by $52 million in 1950, $124 million in 
1951, and $78 million in 1952. 

These important increases in trade occurred in spite of the fact that 
during much of the 18-year period, United States imports of sugar 
from Cuba were restricted by quotas established by legislation dating 
from 1934. Trade with Cuba increased most rapidly from 1942 
through 1947, when sugar quotas were suspended. 

During this war period, United States consumers suffered from a 
shortage of sugar. In an effort to alleviate this shortage, the United 
States Government urgently requested increased production from 
growers in all areas supplying this market. Producers in Cuba were 
the only ones to respond with a substantial increase. The large 1947 
crop in Cuba was the major factor enabling the United States to end 
sugar rationing that year. The bulk of this crop was sold by Cuba 
to the United States at a price substantially below prices quoted for 
sugar sold to buyers from other countries. 

Also, the larger sales of Cuban sugar in the United States from 1942 
through 1947 increased Cuba’s ability to buy from this country, and 
United States exports to Cuba increased substantially. 

The volume of trade between the two countries has remained at a 
high level since quotas on sugar were reestablished in 1948. A major 
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factor enabling Cubans to maintain this high level of purchases from 
the United States during the past 5 years has been the shipment to 
various countries in Europe and Asia of substantial quantities of 
Cuban sugar, which have been paid for with funds supplied by the 
United States through the Economic Cooperation Administration 
and other agencies. Since such transactions are generally expected to 
decrease in size, and ultimately disappear, the quantity of Cuban 
sugar permitted to enter the U nited States is likely to become of in- 
creasing importance in maintaining the level of this country’s exports 
to Cuba. 


INCREASED EXPORTS TO CUBA BENEFIT EVERY SECTION OF THE UNITED 
STATES 


United States exports to Cuba cover a wide range of farm and fac- 
toory products, one or more of which is prod uced in every section of 
this country. Products purchased by Cubans in large volume, and 
the increase in these purchases between 1934 and 1951 include: 


Number of times United States exports to Cuba multiplied, 1934-51 


Product: 


Rice 4, 748 
Fruits and vegetables 25 
Lard 14 
Wheat flour 3 
Other foods and beverages . 14 
Machinery and vehicles ; 30 
Rayon and other synthetic fibers 29 
Chemicals and related products 13 
Iron and steel products 9 
Cotton manufacturers 3 


In 1951, Cubans purchased about $52,000,000 worth of United St: ites 
rice, which amounted to approximate ‘ly 20 percent of this country’s 
production and more than half of its total rice exports. Nearly half 
the rice produced in the United States in 1951 was exported. 

The Cuban market for rice is, therefore, of great importance to 
farmers in Louisiana, Texas, Arkansas, Mississippi, and California, 
where nearly all United States rice is grown. The farm value of 
rice in Louisiana exceeds that of sugarcane. 

United States exports of machinery and vehicles to Cuba were 
valued at $141,000,000 in 1951. Automobiles, trucks, and tractors 
were among the items in this group which the Cubans purchased in 
large quantities. 

The sale of synthetic textile products to Cuba has also become of 
increasing importance to producers in this country. Cuban pur- 
chases of ‘$21 000,000 worth of these products in 1951 were larger than 
those of any other country. 

Some statistical tables and a chart showing the importance of 
United States trade with Cuba are attached to, and form a part of 
this statement. 


CUBAN SUGAR ESSENTIAL TO UNITED STATES CONSUMERS 


The value of United States imports from Cuba increased from 
about $79,000,000 in 1934 to $418,000,000 in 1951. Sugar has ac- 
counted for approximately three-fourths of this increase, rising in 
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value from $55,000,000 in 1934 to $312,000,000 in 1951. The quantity 
of sugar received from Cuba was 58 percent larger in 1951 than in 
1934. The increase in the price of sugar to United States consumers 
from 1934 to 1951 was substantially less than the average increase in 
prices of all foods in the United States. The increased quantity of 
sugar imported into the United States has been of great value to 
consumers here, assuring them of an adequate supply at reasonable 
prices. During World War IT, and for a year or more following the 
outbreak of war in Korea, it was indispensable, and saved this country 
from real sugar famines. 


CONCESSIONS MADE BY BOTH NATIONS IN THE INTEREST OF INCREASED 
TRADE 


Many important concessions by Cuba to the United States, as well 
as by the United States to Cuba, are included in the General Agree 
ment on Tariffs and Trade, of which the United States-Cuban agree- 
ment isa part. The concessions which Cuba made in this agreement 
covered commodities which accounted for about 95 percent of the 
total value of Cuba’s imports from the United States in 1939. The 
major item on which the United States has granted a concession to 
Cuha is sugar, which accounts for approximately three-fourths of all 
United States imports from Cuba. 

A further expansion of trade between the United States and Cuba 
would provide an outlet for increased quantities of the many farm and 
factory products sold to Cuba, and further safeguard future sup- 
plies of sugar for United States consumers. Larger sales to Cuba 
would benefit agriculture, industry and labor in all sections of the 
United States. 


INCREASED IMPORTS WOULD BENEFIT, NOT INJURE, THE UNITED STATES 
ECONOMY 


If the present volume of United States exports is to be maintained, 
this country must find ways of increasing its imports. A decline in 
exports will necessarily mean a decline in the volume of business 
some of our most important industries. 

An increase in imports, which would enable other countries to 
maintain their recent levels of purchases from the United States, 
would benefit not only exporting industries, but consumers generally 
would be able to buy more goods at lower prices. 

Mr. Henry Ford IT has been quoted as saying: 

I believe we could easily absorb another 5 or 6 billion dollars’ worth of goods 
from abroad each year * * * business would benefit, labor would benefit, agri- 
eulture would benefit, and the consumer—that means all of us—would benefit 
very materially. 

Dr. Yale Brozen, of Northwestern University, speaking at the an- 
nual meeting of the American Farm Bureau Federation in December of 
1952 said: 

Because of our tariff and our complicated customs procedures, we buy less 
goods from foreigners than we otherwise might. As a consequence, foreigners 
have less dollars available for use in buying American farm products. In the 
last 3 months, American agricultural exports have dropped 31 percent from 
last year’s level because of our declining purchases abroad and also in retalia- 
tion against our program of import restrictions. 
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ELIMINATE OR MODIFY PERIL-POINT AND ESCAPE CLAUSE 


Present provisions of the Trade Agreements Act concerning the 
establishment of peril points and the operation of the escape clause 
ippear to have been designed to protect domestic industries from 
even the threat of serious competition from abroad regardless of the 
effect such protection may have on the people of the United States 
as a Whole. The provisions, in their present form, completely disre- 
gard the interests of consumers and exporters in expanding the for- 
ign trade of the United States. 

The termination or modification of a trade agreement so as to pro- 
tect one or more domestic industries not only injures consumers by 
forcing them to pay higher prices or go without something they 
could otherwise afford; it also reduces the ability of people in other 
countries to buy from the United States. Foreign trade is a two-w: ay 
street, and when the United States reduces its imports, the amount 
of funds available in other countries for purchases of United States 
commodities is also necessarily reduced. 

Operation of the escape clause encourages other nations to take 
retaliatory action against the United States. Backing out of a trade 
agreement to protect some domestic industry obviously encourages 
the nations most affected to increase their restrictions on imports from 
the United States. This type of trade war is the reverse of the eco- 
nomic cooperation so badly needed between the United States and 
other nations of the free world. 

Because of these considerations, the Council recomme _ that the 
peril-point and escape clause be omitted when the Trade Agreements 
(ct is extended. If this is not done, they should at least be changed 
so as to require consideration of the interests of consumers and ex- 
porters as well as those of domestic industry. 


H, R. 4294 WOULD REDUCE, NOT EXPAND, FOREIGN TRADE 


Sections 5 and 6 of H. R. 4294 would require the President to with- 
draw or modify any concessions made on any product in an existing 
trade agreement, if the Tariff Commission should find that the product 
is being imported into the United States in such increased quantities 
or under such conditions as to cause or threaten ger peg or 
injury to anyone engaged in the production of the article or of a 
competing product. 

Under the present law, the President has authority to consider fac- 
tors such as the interests of United States consumers and exporters, 
and the general foreign policy of the United States, in determining 
whether a concession should be withdrawn or modified. Such author- 
ity would be entirely removed under H. R. 4294. If enacted, this bill 
would almost certainly result in increases in rates of duty and in 
reduced imports. The extremely narrow basis upon which action 
would have to be taken would force the President to ignore the vital 
interests of exporters and consumers—that is all of us. 

The Public Advisory Board for Mutual Security in its recent report 
to the President recommended : 

That decisions on trade policy be based on national interest, rather than the 
interest of particular industries or groups * * *, 


H. R. 4294 violates this sound recommendation. 
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The provisions of H. R. 4294 regarding import quotas on crude 
petroleum and residual fuel oil, and additional duties on lead and 
zinc, would restrict imports and would, thereby, reduce the foreign 
trade of the United States at a time when the expansion of that trade 
s of the greatest import ince, 

In any event, provisions with respect to individual commodities 
eem out of place in a gene ha law providing for the negotiation of 


trade agreement 

In conclusion, may I say, Mr. Chairman: 

1. The trade agreement with Cuba is a good example of the value 
of the Reciprocal Trade Agreements Act. This has been amply dem- 

strated by the increase in the volume of trade between the two 
ountries since 1954 

Le ‘J he avreement with ( uba is also a good example of increased 
trade resulting from concessions made by both nations. The agree- 
ment has not been a one way street. 

3. Incre: aed exports to Cuba and to other nations since 1934 have 
benefited the producers of one or more products in every section of 
the U nited States. 

tL. H. R. 4294, if enacted, would hinder the development of the for- 
eign trade of the United States instead of encouraging the expansion 
needed to maintain a high level of economic activity in this country. 

5. Further increases in trade with Cuba and with other countries 
would be of obvious and lasting benefit to the United States by in- 
creasing both the supply of needed imports, and the ability of people 
in other countries to purchase our exports, thus helping to improve 
standards of living and combat communism throughout the free world. 

In view of these facts, the Council strongly recommends the exten- 
ion of the Reciprocal Trade Agreements Act, eliminating the peril- 
po nt and escape clause prov isions, SO that it will further encourage 
the development of foreign trade. 

Thank you very much, Mr. Chairman. 

The Cuamrman. We thank you very much. 

Are there any questions ? 

We thank you for your appearance and the information you have 
given the committee. 





CUBA’S PURCHASES BENEFIT EVERY SECTION OF THE UNITED STATES 


VALUE OF SOME MAJOR UNITED STATES EXPORTS TO CUBA IN 1951: 
SOME OTHER PRODUCTS EXPORTED IN QUANTITY TO CUBA 
R Mach ' 
ice $ 52,225,483 inery and vehicles $ 141,260,217 lh caliiseraecdinith, Clee appliances, Glass 
lard $ 25,333,453 tron, steel and products $ 31,673,183 and glass products, inedible fats and oils, Rubber 
Wheat flour $ 10,989,856 Cotton manufactures $ 25,492,666 de manufactures, Fish and fish products, Copper manu 
; 5 factures, Scientific and professional equipment 
$ 26,167,970 Rayon and other synthetic fibers $ 21,373,030 Pigments, paints and varnishes, Aluminum manufac 
Other foods and beverages $31,291,921 Chemicals and related products $ 37,500,208 tures, Coal, Shoes ond other leather articles 


Fruits and vegetables 
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(The tables referred to follow :) 


UNITED States TRADE With CUBA—-REPRINT OF SELECTED MATERIAL FRoM SuGAR 
Facts AND FIGURES, $952 


By the United States Cuban Sugar Council, Washington, D. C 


TABLE 24.—Value of visible Cuban. imports from and exports to the United States 
and all countries, 1902 to 1951 ° 


Cuban visible imports from Cuban visible exports to 


Period 
All coun ‘ All cour 


l States ? I es 
nited States thr calad 











Thousands |Percent| Thousands Per t T sands 
of dollars of total of dollars t of 
Average, 1902-05 31, 745 43 73, 999 RD 
Average, 1906-10 48, 279 () 06, 56 
Average, 1911-15 71, 793 o) 127, 09 
Average, 1916-20 247, 612 74 336, 06 7¢ 
Average, 1921-2 188, 837 68 278, 142 81 
1926 160, 051 61 260, 826 81 
192 159, O5t 62 257, 384 79 
1928 129, 349 61 212, 817 73 
1929 127, 051 216, 21 7 
1930 91, 872 162, 452 6 
131 45, 940 57 80, 11 7 
1932 27, 653 54 51, 024 71 
1933 22, 674 4 12, 36 68 
1934 41, 22 6 76 
19. 55. GSE AN ) 
it 66, 494 64 7u 
193 RS, 847 69 SO 
138 75, 152 71 7 
1939 73, 381 74 7 
1940 81, 042 78 R2 
1941 117, 111 87 SH 
1942 123, 163 s4 90 
1943 138, 565 78 x4 
1944 168, 84] &1 379, O75 84 
1945 an 187, 963 79 223, 33 79 409, 924 
14 ai 229, 094 76 7 320, 684 67 475, 864 
1047 436, 448 s4 519, 890 497, 706 67 746, 592 
1948 420, 260 80 527, 45¢ 366, 407 52 709, 872 
1949 375, 676 83 451, 390 369, 802 64 578, 307 
1950 407, 120 79 515, 070 380, 848 59 642, 049 
1951 492, 222 77 640, 215 417, 401 54 766, 140 


1 Visible imports and exports do not include numerous items such as payment for ocean freight and insur- 
ince, tourists’ expenditures, and returns on American investments in Cuba, 

? These figures differ from U. 8. Government data covering the same years. See tables 26 and 27 

* Preliminary. 


Source: Cuba Sugar Yearbook. 
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TABLE 26.—Value of United States exports to Cuba, by groups of commodities, 








1951* 
Animal and animal products, edible: 
Rn CNG: TO We rice nen en ---.. $9, 082, 509 
Lard, including neutral-_ ees clita eal iiedeilaiaiaalsetamseanend: a 
Evaporated and condensed milk--__--_~_- ioiiaaseiiigltadinpirialaidictitaaat . 4, 907, O75 
ier Gaity procucs._..._.............. peienaeae cians lan alien a aie 1, 874, 279 
Fish and fish products____- a al ae see ge 1, 480, 278 
Other products____--~- ontia atic arr ae ees om 2, 965, 934 
PN a laut i a 45, 643, 





Animal and animal products, inedible: 
RE” RE: CE ai nn sv ics tescdncsienagig lena benininenneniteni 5, 67 
Animal and fish oil and fat, inedible____.__________ 5, 14: 
Gther producté......... I ila Re ora el 37 


Total i bsecni eck areca ieee stidecia an ested silieusailad ‘ 11, 200, 913 


Vegetable food products and beverages: 


Rice sal isn si Pai gl mB alla i i aac annua Oa» Ged, S00 
Wheat flour - ‘ a 10, 989, 856 
Other grains and preparations___~~ ipsa contdelteaielae Coes 3, 096, 956 
Beans, dry ripe__- . icdhhidaaihinelan dee Woidaitabasiadenhamiecieesibaee 6, 663, 524 


Potatoes, white fresh 
Onions, fresh a 


= : . . 2, O80, 456 
eae ea 1,517, O87 


Tomato paste, puree and juice : ; ie 2, 787, 397 
Other vegetables and preparations e ; 2, 933, 799 
Apples, fresh tei teal acre ss 2 ; 1, 165, 490 
Pears, fresh and canned 1, 226, 144 
Fruit juices , 390, 201 
Other fruits and preparations : ; 3, 403, 872 
Candy and chewing gum aoa ; aa 1, 358, 145 
Soybean oil, refined edible 5 : 1, 497, 911 
Fodders and feeds aia 3, 517, 549 
Other products : i. 1, 711, 485 

Total - eaten aes o _ 100, 365, 155 


Vegetable products, inedible, except fibers and wood: 


Tires and tubes 1, 815, 907 
Other rubber and manufactures ice 3, 388, 671 
Naval stores, gums and resins me 978, 397 
Coconut oil 4 silat leieietiaihdiiceatei a ina 1, 150, 116 


Soybean oil, crude ‘ a 1, 396, 006 
Other vegetable oils and fats, inedible... Z 2, 066, 574 
Cigarettes : mines 7 ; 1, 270, 522 


Other products » 1, 618, 920 
Total 7 13, 685, 113 


Textiles: 


Cotton, unmanufactured 4, 375, 383 
Cotton manufactures and semimanufactures 30, 439, 23 

Vegetable fibers and manufactures ‘ 1, 919, 496 
Wool and manufactures 1, 790, 786 
Synthetic fibers and maufactures ; . 21,373, 030 


Other products ° 7 3, 640, 739 


Total 





Wood and paper: 


Wood and wood products han dimytiecniiil 7, 391, 137 
Paper and paper products 19, 105. 214 
Total eptulieth tate putea atadined ea ereenaccmaamnnpsntitndtein 26, 797, 351 


Footnotes at end of table 


32604—53 111 
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TABLE 26.—Value of United States exports to Cuba, by groups of commodities, 


1951 Continued 
Nonmetallic minerals: 

Petroleum and products__-- ieetnitenniedacivinatueat atic oda ctilakads” ue 
Stone, cement, and lime .____-----__ ibe aie at Rae. 1, 720, 407 
Glass and products_-_- ite ica caceee tetas assis ea eee Ee dl 8, 582, GOO 
Clay and products__-- . aaa - pean careers envaivapasbtneghaincnustiinGiiiante 4, 160, 215 
Other products ne eldinasahaninidiaspiaciadanimdsindanms iain cbc aenicmcesani acme tena 5, 818 3, 735 

EIN cc canaeraenaieammandeaen Sbaiepstadep on onan cp iaescel-cbinabseoses-iveaseietaataseaaaen taal 36, 420, 000 


Metals and manufactures, except machinery : 


Iron, steel, and products ’ aa a a aS a le 673 aor 
Aluminum and manufactures____-------~-- potest ine oes Ie calaasg 1, 423, 033 
Copper and manufactures scoocajiap pp iiionbapeenatlings apeiron eterimetas aie 742; 419 
Brass and bronze manufactures____ acidtinlb-cautuchiplastactaadktoeonaas 1, 216, 049 
Tuer SN cen pntetiann ce adta ade eodicinan aoberetel 1; 646, 885 

rotal csieniniais ee pabeinsabiieistdh i adbeneniadianibeian - 36, 701, 569 


Machinery and vehicles: 





eaectrsea! machinery and apparatus___--_--_ ee ll 
Industrial machinery_ seleertacadewneedleedpneaiprais castes cians eaalidin aabetarsitanseiegenei i ons 37, 328, 295 
ties: enattedeees mil printing machinery - we i 5 4, 323, 151 
Agricultural machinery and implements___ ae ce nee: 2, 871, 929 
Tractors, parts, and accessories alice tchabinteicasclbiiad ee toiatilieacassih deenincesiegs 8, 011, 522 
Automobiles, trucks, buses, and parts__-_-__-_____-__ s __ 52, 444, 339 
Other vehicles and parts__- wid RRA IR tn i cy ps ea ce 4, 248, 512 

Potal cummed asvinacaapnerts ail ad fatulligdiatanigiieingnecaghenigar . mi: TnL aor 

Chemicals and related products: 

Medicinal and pharmaceutical preparations allen satia atten 13, 128, 701 
Chemic | specialties : et Alpodlacibivashtel degree loess tine catai tims 8, 826, 775 
Industrial chemicals _ acnteiainiaialsinaaiinamanetaieei aan eeovita tates 3, 941, 715 
Pigments, paints, and vi irnishes isaiecemnia ais anienecmasiae ater se See 8, 510, 955 
Fertilizers and fertilizer materials pean atarelb eebetabe A Lagu 6, 455, 702 
Se. ee isda aeh ni hil lessens tis aitnaheidabainlilaseis acces 1, 641, 360 

i ex ceccidesnetistetitieinen sentinel tah ln ain 37, 500, 208 





Miscellaneous: 








Photographie and projection goods___-__- id Scoala ae ebceduninnedemet 2, 245, 708 
Scientific and professional equipment____~- 1, 904, 898 
Musical instruments, parts, and accessories 1, 129, 657 
Miscellaneous office supplies ae ieee eee eeepc ees 1, 281, 983 
Toys, athletic and sporting goods apveblebelcirabeenaniiniats aateaall 1, 614, 416 
Books, maps, pictures, and other | rint ed matter____ mance 1, 713, 396 
Jewelry Ss 7 2a padi idecaegl ke aanicanibackasniolvasen 1, 117, 827 
Bottle and container closures, except cork SulimascAdieiccedieaes 1, 768, 144 
Notions and novelties aie ee ee emt 1, 074, 818 
Shipments valued at less than $100__.__._______________- es 5, 804, 448 
Other p oducts a ee o - men Reciecttiheenininmnanneamtitinmetiil 4,2 213 , 639 

Total_ ana iiiibattniadiidi aiadticen ebvanensigaac: ae 
Reexports of foreign merchandise__ . istonioaee panei albania tebe 2, 775, 815 

Total, all groups EE 


1 Exclusive of commodities in “special category” for which data are withheld by the 
Government for security reasons 


Source U. S. Department of Commerce 

The Cratrman. The next witness is Mr. Peter Franck on behalf of 
the Friends Committee on National Legislation, Washington, D. C. 

Mr. Franck, if you will give your name to the reporter and the 
capacity in which you appear, we would be glad to hear you. 
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STATEMENT OF PETER G. FRANCK, ON BEHALF OF THE FRIENDS 
COMMITTEE ON NATIONAL LEGISLATION, WASHINGTON, D. C. 


Mr. Franck. Thank you, Mr. Chairman. 
My name is Peter G. Frane k, and I am a resident of Washington, 


Dp. CG. For the last 2 years I was director of research in soci: i and 


technical assistance at Haverford College, outside Philadelphia, a 
college closely affiliated with the Religious Society of Friends. I spe- 
cialize in international economics, and I am now at the evening school 


of the American University here in W ashington. 
Mr. Chairman, this is an abbreviated version of my statement which 
I prepared for the committee and which I would like to have inserted 


in the record. ESiaeynds Aas © 
The Cuairman. Without objection, it will be inserted in the record. 
(The statement referred to follows :) 


STATEMENT OF PETER G. FRANCK FOR FRIENDS COMMITTEE ON NATIONAI 
LEGISLATION 


My name is Peter G. Franck and I am a resident of Washington, D. C. For 
the last 2 vears I was director of research in social and technical assistance at 
Haverford College, outside Philadelphia, a college closely affiliated wifh the Re- 
ligious Society of Friends. I am now a teacher at American University here in 
Washington, D. C., and have specialized in international economics. 

I appear before you to oppose the enactment of H. R. 4294 for several reasons: 
First, the bill would undo the efforts of our Government since 1934 to lead the 
family of trading nations toward a freer exchange of goods and services. Sec- 
ond, it would hamstring the present administration in working out singly or in 
oncerted action with the governments of other free nations a new departure 
in trade policy. Third, it fails to offer any constructive policy which would 
contribute to the solidarity and economic stability of the independent peoples of 
these nations, an immensely practical contribution. As long as financial aid has 
not yet solved the problems of international imbalance, United States leader- 
ship, combined with a patient, consistent, and continuous worldwide effort, would 
help to bring about that balance by a liberalized trade policy. Fourth, the bill 
disregards completely the interests of our export industry, which with an output 
of $15.5 billion last year is the most widespread industry of the Nation and ac- 
counted for over 10 percent of production of all movable agricultural and manu- 
factured industrial products. The bill ignores the fact that serious declines in 
exports would force far-reaching changes on American agriculture, far more 
severe than the admission of competitive imports.’ 

Congress would indeed be remiss if it failed to take action for stability of ex- 
ports. 

Fifth, the bill strips the President of the United States of his constitutional 
role in safeguarding the national interest, both in the matter of overall domestic 
economy and in the conduct of international affairs. Though he has exclusive 
constiutional responsibility for determining foreign-trade policy and is the in- 
ternational spokesman for the Nation, his function is demoted to that of an 
automatic rubber stamp. 

In substitution for the Simpson bill which is before you I would wish we had 
the power and ability of persuasion to make you see that the 1934 Trade Agree- 
ments Act stripped of all crippling amendments is the right point of departure. 
But under the circumstances, with the choice between the 1951 legislation and 
the Simpson bill, the former is preferable. 

In the following paragraphs I would like to take up first, the role of a liberal 
trade policy in international economic cooperation, second, the probable effect 
of the Simpson bill on United States trade policy and, third, the case of specific 
commodities which are being given a special privilege in the Simpson bill. 


( 


In many industries exports in the years 1949-51 exceeded 10 percent of the domestic 


production Rice, 39 percent; cotton, 38 percent; tobacco, 26 percent; textile machinery, 
«0 percent ; tractors, 21 percent. The average commercial farm would lose $1,100 annual 
revenue if the $4 billion worth of exports were to disappear 
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I. A LIBERAL TRADE POLICY IS ESSENTIAL IN INTERNATIONAL ECONOMIC COOPERATION 
WITH PEACEFUL NATIONS 


The struggle, on the floor of this committee, for a reformulation of the trade 
policy of the United States cannot be neatly isolated from our global position. 
While the representatives of a score of industries can legitimately claim from 
you the protection of their localized interests—you being their only direct link 
with the National Government—they have not given, and perhaps cannot be 
expected to give, you a balanced picture of the national economy in its global 
setting. Our country has urged other governments to work constructively to- 
ward integration of national markets, to get rid of obsolete trade barriers, 
especially in Western Europe. This endeavor, it is felt, is in support of general 
American efforts to strengthen the ties holding together the nations still willing 
to work with our Government for a peaceful world. A stream of money, tech- 
nicians, and goods has been financed by Congress in the last decade in order 
to share the burden of other nations in reconstructing their economies, and 
their trade, and in rebuilding their faith in the productive use of the world’s 
resources. The Congress has given its consent to the sacrifice of the taxpayers’ 
money or his savings because it had become true that the prosperity of others 
of our trading partners particularly—was a requisite of further economic progress 
here. But beyond the economic objective Congress had recognized that financial 
aid and technical assistance and a gradual freeing of trade from the shackles 
of depression-born controls and barriers were part and parcel of a policy to 
pacify anxiety, fear, and despair caused by the economic and political pressure 
of war and rearmament. 

In the final instance it was not the dollar and cent in foreign aid or the 30 
or 40 percent in reduction of tariff rates which helped substantially to reduce 
the sense of frustration among the peoples of the free nations in the prewar 
depression years and in the postwar reconstruction period. It was the spirit 
in which unilateral, arbitrary, and isolationist economic policies were replaced 
by a concerted bargaining between the free nations. In the course of this new 
bargaining process, new international bodies serving practical ends in the field 
of economic cooperation were created that had never existed before. These 
ustitutions demonstrated to a war-torn world that nations of diverse economic 
interests, of varied cultures and religions could be true to their domestic political 
ideals and yet make economic internationalism work 


ACHIEVEMENTS OF THE UNITED STATES GOVERN MEN 


The United States has prevented a trade war, dictated by the law of the jungle, 
which would have grown in scope and intensity in the postwar years, by effecting 
a trade policy truce through the Trade Agreements Act This policy has been 
maintained since 1947. 

It is frequently stated that the United States merely swapped reduction in its 
tariffs for erection of import quotas, exchange controls, and multiple-exchange 
rates by other countries. It is true that much of the restrictionism and regi 
nentation of world trade that had cropped up during the war and after has 
survived the 7 years efforts to whittle it down. But the real question is or 
should be What would have been the state of affairs in the absence of these 
efforts? Surely, nobody can say with certainty what would have happened had 
there been no general agreement on tariffs and trade for 36 nations, had 
there been no international monetary fund or no organization for European 
economic organization—all fostered, if not fathered, by the United States Gov- 
ernment But there is persuasive evidence that the free world might have been 
thrown back to the primitivism of barter, just as the nations behind the Iron 
Curtain have been. Instead, there has at last been a firm commitment of nearly 

ll great trading nations—and adherence.to the commitment—that fixing tariffs, 
ntroducing exchange controls, import quotas, and exchange depreciation, can 
no longer be a matter of discretionary decision by one government . Our present 
policy 





relies on multilateral negotiations, agreement, and cooperation in abiding 
by common rules where conflict of interest requires mutual adjustment and 
compromise. 

This achievement, for which the past administration has found bipartisan 
support from the Congress, was based on a simple and healthy principle, namely 
that the continued economic growth of the United States depends in part on a 
vigorous exchange of goods with other countries, i. e., on international division 
of labor American exports cannot lastingly stay at their present high level 
unless either a corresponding increase in imports is achieved, or private and/or 
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public funds flow out of the United States to make it possible for the borrowing 
countries to boost their export capacity. This principle helped to build the eco- 
nomie foundation for this Nation in the 19th century because the United States 
was given a fair opportunity in world markets. But this principle involves 
continuous adjustment in trade channels and in the commodity composition of 
trade, in response to the never-ceasing stream of new methods of production, of 
new products and of new resources among the trading families. Similarly, in 
the United States, technology has never stood still; the volume of trade between 
the 48 States has increased with discoveries of new resources, new methods, and 
new tastes. It has been the genius of this economy to teach those operating it 
and depending on it that the sooner an adjustment is made to new technology or 
new price relations, the greater the volume of interstate trade and the higher the 
national income will be. In this process old economic opportunities give way to 
new ones, flourishing hand-operated cottage-like industry yields fo mechanized 
manufacture, and prosperous New England hilltop farms bow to the more pro- 
ductive flat loam in Indiana or Wisconsin. If private enterprise had not rapidly 
responded to fairer opportunities and put its weight into those fields in which 
loomed the highest return, no other class or group, let alone the Nation, would 
have shared in these higher returns. 

Basie objective of United States liberal trade policy 

rhe 1934 Trade Agreements Act translated this principle (and all the pain of 
adjustment which adherence to it entails) into an effective international trade 
policy. By giving the executive branch the power to bargain with other govern- 
ments for a place for American exports, and to grant measured opportunities in 
the American market for foreign products, Congress made it possible at a given 
moment to alter rapidly and sometimes drastically the terms on which American 
goods were to be exchanged against foreign goods, to deal effectively with dis- 
criminations, dumping, etc. Since similar power had already been given to the 
executive branches of most other governments, the United States Government 
was thus enabled to negotiate effectively for reciprocal trade concessions. The 
legislators foresaw that some segments of some industries would suffer passing 
losses, others would have to shift to new products and diversify. But assurance 
was given that no “sound and important American interest” would, in the “light 
of public interest” be “injuriously disturbed.” Asa result, in part, of the gradual 
whittling down of United States and foreign-trade barriers, in several rounds of 
bargaining, exports from the United States increased by over 75 percent before 
the war and by 50 percent since the war. Separate data for trade with trade- 
agreement countries show that exports to them advanced 30 percent faster than 
to nonagreement countries. 

The act has been amended frequently and the consideration of the public 
nterest has gradually been forgotten. Serious injury or the threat thereof to 
one industry, regardless of its importance and the soundness of its operations, 
was frequently enough of an excuse for refusing more concessions or for revoking 
concessions. The existing legislation which, with its mandatory peril-point inves- 
tigation prior to negotiating of new concessions, has already slowed down the 
process of swapping fair opportunities for trade, and has already departed so far 
from the sound and tested idea of 1934 that it can hardly deserve support. Mr. 
Simpson's bill, however, would leave little if anything at all of a Reciprocal Trade 
Agreements Act. Let me demonstrate that in some detail. 


Il, THE EFFECT OF THE SIMPSON BILL ON UNITED STATES TRADE POLICY 


The equalization of cost—an obsolete doctrine 

For decades the principle of equalizing the cost of an important article with the 
cost of the same or a similar article made at home has dominated tariff making 
in the United States. In fact, since 1908 it has been the touchstone by which the 
justification of every duty was to be tested. The principle has indeed an engaging 
appearance of fairness. As the first Chairman of the Tariff Commission wrote: 

“It seems to say, no favors, no undue rates. Offset the higher expenses of the 
American producer, put him in a position to meet the foreign competitor without 
being under a disadvantage, and then let the best man win. Conditions being thus 
equalized, the competition will be a fair one.” ” 

Despite the complexities of making a valid investigation into a comparison of 
cost of production in different countries, respite indeed, the slippery character of 


*F. W. Taussig, Free Trade, the Tariff, and Reciprocity, p. 134 
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the st of production”,’ the equalization doctrine was paraded as a 
worthy principle. 

) i lemo! ‘ l’ idrich T ff Act were set so as to 
f ilize the conditions of the then young C: ‘nia lemon growers. And to this 
day we have tariff rates in effect on 1 knives, scissors, optical instruments, leather 
gloves, ¢ , which were defe! ded id still are defend: lon this ground. 


n, held not just by economists and writers, 
ized the absurdities to which this doctrine 
» convinced, for all practical purposes, that 
e of cost equalization would make it im- 
possible for the United Sta otiate rapidly and effetively for wider oppor- 
tunities for American exports in exchange for a fair place for larger imports. 
Congress in 1934 agreed with them and knocked out the application of the cost 
equalization doctrine insofar as articles covered by a reciprocal-trade agreement 
were concerned (sec. 336 of the Tariff Act). The success of the trade-agreements 
program was largely due to the fact that it was not hampered by the cost 


But t 1934 a growing bh 
but businessmen Me 
could, and did, lead. They 


the continued adherence 





equalization doctrine. 





The Simpson bill, by reviving sectio1 of the Tariff Act, reinstates the 
doctrine for all articles regardless of whether they have been covered by an 
agreement or not. In addition, the Simpson bill prohibits the President of the 


United States from exercising his judgment, or that of the person he selects to 
judge for him, in the matter of determining the amount of the equalization, 
Instead, he must proclaim the rates proposed by the Tariff Commission (which 
in return must make an investigation upon request by an interested party or by 
resolution of either Senate or House). In other words, in addition to the 
escape clause which is supposed to protect domestic industry against injury due 
to increased imports; in addition to the peril-point clause which forces a proposed 
rate reduction through a row of bureaucratic hoops, the Simpson bill proposes 
to subject each imported commodity on which tariff concesssions have been 
granted to the test of cost equalization. The result is clear: The old tariffs, and 
perhaps still higher ones, are likely to be reinstated and other nations will have 
the right to revoke the corresponding concessions as well. 

Underlying the survival of the equalization doctrine are 2 beliefs or prej- 
udices: 1, that domestic production is in itself good. Since there is no limit 
to which one can go in equalizing cost differences (at least the doctrine does not 
say where to stop) the question is being begged as to whether goods could best be 
obtained through imports or domestic production. There is nothing more com- 
monsensical than to determine that making an article at home is to our advantage 
only if it takes less domestic resources than exports needed to buy the foreign 
equivalent would. To import a thing is not a source of loss when we import 
it more cheaply than we can make it at home. It should be noted that this doc- 
trine does not necessarily lead to more jobs for possibly idle workers and capital. 
To the contrary, it encourages workers to shift to an industry they are not work- 
ing in and abandon other perhaps less efficient industries. The equalization 
doctrine is based on an old mercantilistic fallacy that imports by themselves are 
ominous 

The other prejudice on which the cost-equalization doctrine rests is the belief 
that the American manufacturer finds himself compelled to pay higher wages and 
hence cannot hold his own unless the labor-cost differential is made up by a tariff. 
The belief that tariffs are necessary to maintain a high level of wages is an 
article of faith with many. 

Yet businessmen have testified that an efficient man is cheap at high wages. 
They have denied, in a score of industries, that the employer who pays high 
wages must therefore suffer from high cost. The nub lies in the efficiency of labor 
and in the proportion of labor cost to total cost. Consider our export industries. 
They are made with the same high-priced labor as articles competing with im- 
ports. But they are made under favorable conditions, under skillful manage- 
ment. And they compete successfully with similar articles in foreign countries—- 
cotton textiles, machinery, woodenware, shoes, etc. The test, therefore, in order 
to relate this equalization doctrine to protection of wage rates, should be a com- 
parison of efficiencies. Now it must be admitted that there are certain industries 


* The author’s own experience during World War II in helping set maximum prices vou 
the basis of cost of production was a painful lesson demonstrating beyond doubt to him 
that costs in an industry, especially one producing a multiplicity of products, cannot be 
foun d out accurately without an elaborate system of accounts such as few establishments 
keep See Problems in Price Control: Pricing Standards, Historical Reports on War 
Administration, General Publication No. 7, 1947, chs. III, V, VII. 
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which employ an above-average proportion of labor to other factors ; for example, 


hand glassblowing or hand glasscutting. Here the high cost of labor in the 
product, in relation to the foreign product, is not offset by a corresponding 
superiority in labor efficiency. But reaction of business—the normal reaction— 


the absence of a Government policy instrument such as a tariff—-has been 


hat labor’s high wage in this case simply is not justified by the production re- 

ults. And when you try to equalize costs in such a case, you are actually seduc- 
ing capital and labor away from industries in which they are more efficient, and 
in which international division of labor warrants a higher wage than in the 
competing foreign country. “You divert labor and capital from the industries 
hat are best worthwhile, diminish the general product from which all wages 
eventually come” (F. W. Taussig, op. cit., p. 141). The real source for high 
wages is not protection, then, but efficiency, good natural resources, and skillful 
management; in short, general productivity of industry. 

My final word on the revival of the equalization doctrine is one of logic which 
requires no economic analysis at all. If the cost of all imported commodities 
were equalized with the cost of the comparable commodity produced at home, 
there would be no reason for consumers to pick the foreign variety. The result 
would be annihilation of imports, except for those that appeal because of style 
or other nonutilitarian features. 





The escape clause—a tool for special interests 

Ever since the trade agreement with Mexico in 1942, the administration of the 
Trade Agreements Act has been subject to the so-called escape-clause test. It 
owes its origin to the feeling of uncertainty with regard to the stability of em- 
ployment in the United States postwar economy. It was feared that adjust- 
ments due to reconversion might combine with increased imports to cause injury 
to domestic producers of like or similar articles. In response to repeated com- 
plaints, particularly from industries having specialized in one line or concen- 
trated in one area, Executive Order 9832 was issued in February 1947 which 
promised restoration of a reduced duty if: (a) Imports of the article concerned 
had increased; and (0b) the increase of imports had resulted from the reduced 
duty and from unforeseen developments, that is not foreseen at the time of the 
reduction; and (c) The increase had been of such etxent as to cause serious 
injury. But, in weighing each factor, the President was to make a decision in 
the light of the public interest. 

In three respects, the old escape clause is superior to the one now proposed by 
Mr. Simpson. In the first place, the old escape formula recognizes that the Presi- 
dent should have the power to consider that in some cases some injury to some 
producers resulting from tariff reduction might be a lesser injury than the loss 
caused by the revocation of the reduction. This latter loss could be threefold: 
To consumers of the articles, who have to pay higher prices; to the foreign busi- 
ness community, which suffers a restriction of markets for its wares; and to 
exporters who face retaliation by the foreign countries against their products, 
In the Simpson bill there is not even a recognition of the problem of weighing the 
sum total of the legitimate interests of the specific domestic industry against the 
broader national interest. The new clause is designed exclusively for erecting 
a special privileged sanctuary around the market of one industry. 

In the second place, the old clause could come into operation only if the indus- 
try producing the product was hurt as a whole. In other words, the large num- 
ber of cases where only one line of an industry was hurt (and in the United 
States the multiline industries prevail) could not claim protection. Under the 
bill before the committee, even the temporary unemployment of workers, miners, 
farmers, or producers would be enough to warrant a finding justifying revoca- 
tion or modification of a concession. An industry might actually employ more 
people producing other goods, but the mere fact that workers making one gadget 
are out of a job because of increased imports would lead to a reimposition of the 
higher tariff. This obviously would broaden the applicability of the clause and 
swamp the Tariff Commission with a flood of applications for investigations and 
revocations of concessions. 

In the third place, the rules of evidence are new in the Simpson version of the 
escape clause. Instead of leaving it to the judgment of the Tariff Commission as 
to whether a downward trend of production, or of employment, prices, or prits 
or wages was due in part or in whole to larger imports after the enactment of 
the lower tariff, the new rule, proposed by this bill, dictates to the Commission 
the rules of evidence. The Commission must accept any one of the foregoing 
events, or the likely occurrence of these facts, as proof of injury. The possibility 
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that demand for domestic fur felt hats, for example, has shrunk over the last 
several years, not because more foreign hat bodies have come into the country, 
but because more men prefer to go without cover than a decade ago, must be 
ignored by the Commission since a decline in sales and an increase of imports 
are to be considered as evidence of injury. This is tantamount to loading the 
rules of the game from the outset. Under such rules, the hearings before the 
Tariff Commission are likely to become a farce. 
Peril-point clause slows down international bargaining 

Similar changes are proposed in the peril-point clause designed by powerful 
opponents of a liberal trade policy to dissuade the President from granting tariff 
concessions before learning of the bargain offered to him by the partners to the 
negotiations. Again, actual injury to an industry apparently is too much to wait 
for; in the Simpson version, unemployment or injury (lower wages) to workers 
or farmers or producers, or a threat thereof, is enough of a reason for ruling out 
even entering into negotiations. Here, by the logic of the proposed amendment, 
even if the President’s own finding were restored to its former role, neither the 
President nor the Commission could consider the advantage that might accure 
to the Nation from the successful negotiations of mutual concessions. It is 
hardly conceivable how an examination of the case against tariff concessions 
could have been more narrowly confined to the special interests of one single line 
of producers, workers, or farmers. 


Ill, THE CASE OF SPECIFIC INDUSTRIES 


In the following paragraphs I would like to comment briefly on some of the 
amendments affecting individual commodities or groups of commodities. 


1. Petroleum 

This is of particular concern to independent oil producers. Imports of crude 
and residual (fuel) oil supplement the domestic production. In the latter cate- 
gory the proportion of imports to production was 26 percent in 1951. In other 
words, domestic consumption was in excess of local production. Apparently the 
yield of fuel from foreign crude is higher than domestic, or our domestic pro- 
ducers prefer to distill for gasoline rather than for fuel. That the need for 
foreign supplements to domestic production is intense can be seen from the fact 
that quantities of import during the past year did not depend on the reduction 
of the tariff nor on elimination of the tariff quota in October 1952, but rather on 
the level of consumption and production here. The fact is that even the higher 
pre-1952 duties did not deter domestic consumption of foreign fuel. 

Had the quota now proposed for residual fuel been in effect in 1951 only 24 
million barrels would have been permitted to come in instead of 122 million ac- 
tual imports. The competition here is not one of lower priced versus higher 
priced domestic material, but is a technological one: by the proposed quota coal 
would have to be counted in as supply and would be forced on consumers because 
the President would be permitted to lift the quota on fuel oil only if domestic 
coal and oil were inadequate to meet demand. In essence, then, we have here an 
attempt to arrest a technological shift to oil, including the shift which has been 
so widespread on American vessels from coal to oil. The argument is, of course, 
that a further reduction in coal consumption would put miners out of work who 
can shift to other occupations with much more difficulty and at much greater 
cost than can burners from fuel oil to coal. Are we not reminded of the argu- 
ment of 100 years ago that defended the charcoal makers in the woods against 
the inroad of anthracite? It pays to look up the attacks made on the first steel 
plants switching to the new black fuel. I need not ask you where the American 
steel industry would be today if a quota had been imposed on anthracite produc- 
tion in order to preserve the jobs of hundreds of small charcoal operators and of 
steel plants using charcoal furnaces. The dynamics of technical change which 
marked the development of every major industry in the United States in the 
20th century can ill afford a privilege sanctuary for a fuel technology unsuited 
to the changing demands of industrial enterprise. ndustry in the 19th century 
in the end did better by testing the merits of a new technology in the .market 
place than by relying on Government quantitative restrictions, subject to rulings 
of a Government bureau. 

( NOTE.—1951 imports of crude petroleum were 177 million barrels, worth $375 
million; those of residual fuel were 122 million barrels worth $148 million. The 
portion coming from Venezuela, Colombia, was $317 million.) 
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Che impact of fuel imports should of course be cushioned domestically. The 
Government owns and operates fuel-from-coal plants and private industry has 
for some time experimented with new methods of extracting coal dust from 
underground veins. Such efforts should be pushed and the plans for selling 
the fuel pilot plant be reconsidered. 

2. Long-staple cotton 

producers in the Southwest and Far West. Che present import limitation 
consists of relatively modest duties, equivalent to 6 percent ad valorem. A far 
more effective weapon is the quantitative restriction imposed under section 22 


The industry affected in the United States consists of a few long-staple cotton 


of the Agricultural Adjustment Act which has kept foreign extra-long fiber 
(above 1% inches) and ordinary long fiber (above 1.18 inches) to 91,000 bales 
per year. Because domestic production of this material needed for fine or 
strong thread, for fine yarns and dress goods and for shirtings, is small (only 
16,000 bales in 1951) the demand for the foreign material has been intense and 
has always greatly exceed the domestic supply. Egypt, the largest supplier 
of these imports into this country, earned $26 million in the United States mar 
ket. Egyptian long-staple cotton is generally of the 11% inch and longer variety, 
smooth and strong. It does not directly compete with the domestic ordinary 
long-staple fiber of 1144 to 134 inches. Only a few irrigated cotton-growing areas 
have been designated by the Department of Agriculture as suitable for the 
production of such varieties. One would assume, therefore, that the domestic 
producer of the extra long variety does not need any protection. But the ordi- 
nary length apparently needs help—supply greatly exceeding demand. Here 
again the quota (not the tariff this time) serves to force upon industry and 
consumers a commodity which does not meet the foreign competition quality- 
wise and which producers feel they ought to produce and sell with preference 
over the extra-long variety. Again, our import restrictions serve to perpetuate 
an unhealthy technological situation in which a more desirable, better quality is 
withheld (not by tariffs—which presumably would be surmounted by our indus- 
try) but by a rigid quota. What is more important for consumers and hurts 
the Egyptians is that our Department of Agriculture has pegged all last year 
the price of extra-long fiber at a price of $1.04 per pound while the Egyptian 
equivalent could be bought—under the quota—at 60 cents. 

A much more drastic quota protects the 15 million bales of annual short- 
staple output in the United States. Imports of less than 1 percent are per- 
mitted in, and because that is too little for many potential suppliers to aim for, 
the quotas allotted to various supplying countries are not filled. Other new 
cotton exporters (Pakistan, Turkey) who would be most happy to meet American 
sellers in the market place are prohibited altogether from earning dollars on 
their varieties. What is particularly tragic about our cotton quota is that 
several of the countries including Mexico and Turkey have received large 
amounts of American loans—partly Government funds which have in part 
gone into improving their agricultural methods and yields \ widening of the 
American market for them would give them a chance to repay their debts and 
at the same time supply the American consumer with cheaper quantities of 
cotton of the American short-staple quality. 

Undoubtedly, in the case of short staples the inroad by foreign imports would 
be great if the quota were lifted. A general suggestion here applies of con- 
sidering gradual or staggered increase of imports over a 5- to 10-year period 
with advance announcement of the time intervals at which larger quantities 
would be admitted. 

It could be argued that the purpose of the quota is to prevent interference with 
a cherished domestic program, financed by the taxpayer—the agricultural loan 
and/or purchase programs. It should be rememLcred that the import-quota per- 
mission was inserted into the Adjustment Act in August 1935, over 2 vears after 
the May 1933 legislation went into effect. The objective of the basic legislation 
(much like the basic objective of the 1984 Trade Agreements Act) was to use 
the mechanics of adjustment for an end, not for their own sake. And the end 
was to restore the purchasing power to the farmers and to repair the agricultural 
assets by reestablishing an orderly exchange of commodities, by gradual correc- 
tion of inequalities and by adjusting farm production. The end was not to con- 
tinue forever artificial props under an unadjusted crop and production pattern. 
Had the original objective been followed, there would be no need today to con- 
tinue the import restrictions and other devices perpetuating maladjustment. The 
time has come for the Congress to revert to some of the lofty objectives of the 
legislation which have been distorted by amendments and alterations 
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What does the Simpson bill propose to do here? It kills the authority of the 
President to supplement or terminate the quota when in his own judgment, or 
those supplying it to him on his behalf, the circumstances warrant it. 

The proposed new section 22 of the Agricultural Adjustment Act not only re- 
serves the right to make investigations and findings in the matter of agricul- 
tural quotas to the Tariff Commission but in addition forces the President to 

ept the Commission’s findings on the justification of such quotas and on the 
amount of such quotas. The President becomes a rubber-stamp institution under 
these arrangements; and the responsibility of the Presidency not only in the 
administration of the Agricultural Act but also in the conduct of our foreign 
affairs is impaired. A change in domestic supply or requirements which could 
lead to a modification of the quota (as has happened several times in the past) 
would find the President stuck since he could not issue the modification until the 
Tariff Commission found that he might do so. In terse words the Simpson bill 
adds to this proviso: 

“Any finding of the United States Tariff Commission as to facts under this 
section shall be final.” 

To put the stamp of infallibility on the Commission’s findings on agricultural 
quotas is undesirable enough. What is more serious is the consequence: An 
agency, set up by Congress and reporting to Congress at intervals determined by 
Congress, would have powers greater than the Executive who appoints the Com- 
missioners, and would not be subject to the veto that the President has over con- 
gressional tariff legislation, nor the decision of Congress to override a Presiden- 
tial veto by a two-thirds vote. There is evidence in history that concentration 
of powers in relation to imports control in one agency (without a counterbalanc- 
ing system of checks and balances) leads to abuse, and, of course, provides fertile 
territory for lobbyists. The advantage of simple administration in such a case 
is more than outweighed by the disadvantage of easy access to pressure groups. 





8. Lead and zinc ores 


For years private efforts and Government premium payments as well as tariffs 


(ranging from 7 to 18 percent ad valorem) have been spent on the many small 
mines west of the Mississippi River. Yet domestic production has failed per 
sistently to meet all domestic requirements. Having observed from close by the 


working of the wartime policy of “dollars for domestic aid,” I cannot escape the 
conclusion that many of the domestic veins have been exhausted and that others 
can be tapped only at prohibitive cost. Such developments are to be expected in 
the exploitation of an exhaustible, nonreproducing asset. The Government’s tax 
policy recognizes the depletion of such resources by liberal writeoffs, not only in 
oil drilling. It is only logical to expect a gradual closing down of the more 
expensive mines 

The erection of a tariff wall as proposed by the Simpson bill can do nothing 
but postpone the end of the agony in which some of the mines find themselves 
now. Like some of the old silver and gold mines in Nevada, they cannot escape 
the workings of a law which forces industry to look for the cheapest raw 
material in order to furnish consumers the largest possible volume of finished 
goods. What is particularly undesirable at this time is the cutoff of trade from 
Canada, Mexico, Peru, which together supply over 75 percent of the metal im- 
ports. In these countries lead and zine mining provides not only a major source 
of dollar income, but also provides the only employment for the skilled labor 
and technicians required in this kind of work. Being far less developed, poorer, 
and far less diversified than the United States, the idle Mexican and Peruvian 
miners could find hardly any substitute use for their labor power unless they 
take a severe cut in income and return to farming or cattle raising. In the 
United States a fully diversified economy would permit a more rapid and smoother 
reabsorption of Missouri and Nevada lead miners in other employment where 
similar skills are demanded. Iam not blind to the pain and cost such reabsorp- 
tion will cause. At the same time we are dealing here with a phenomenon 
that hundreds of other industries have been confronted with throughout the 
economic history of this country. The competition from imports is only one 
of many other causes for which industrial capital, industrial labor and manage- 
ment had to move to new lines of activities and to apply their skill to more 
lucrative resources. We are not concerned here with inefficient labor that 
should be pitied. We are dealing with skilled and efficient. workmen who— 
because of no fault of their own—cannot bring the ores to the surface at the low 
cost others elsewhere can. 
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New mining opportunities for uranium, and others that we cannot predict 
now, are opening up all the time and bringing with them a greater degree of 
employment security than can high-cost mines behind a tariff wall. 

To add to the embarrassment of importing countries: The additional injurious 
feature of the tariff proposed for lead and zinc is the sliding scale. Put yourself 
in the position of the Peruvian mine operator who every quarter is confronted 
with the possibility of a change in the sales revenues in the United States market, 
due not only to the normal fluctuations in demand but also in the market price 
for lead, thanks to the gyrations of the United States wholesale price index for 
all goods except food and to the adjustment in the rate of duty that would be 
related to that index. In any event, the bill’s endeavor to preserve a minimum 
domestic price somewhere above 15.5 cents would at present lead to a tariff 
increase of over 400 percent, denying processors and consumers alike the foreign 
metal at 12 cents a pound. 


IV. CONTRADICTION BETWEEN TRADE POLICY AND AID POLICY MUST GO 


The political peace of the world is threatened by economic debility. Economic 
growth is hampered, if not arrested, by restrictionism and regimentation of 
trade channels, choking the natural outlets both for the world’s industrial prod- 
ucts and raw materials and farm products. With nations that are economically 
developed we should heed in a tangible manner their pleas for “trade, not aid.” 
Underdeveloped areas, on the other hand, need both. Although they will also 
benefit from a reduction in trade restrictions, they will continue to need large 
sums in economic and technical assistance. For the time being, therefore, a 

orldwide approach to the problem confronting the United States demands that 
continued foreign aid be accompanied by an accelerated reduction of trade bar- 
riers. Aid is not a substitute for trade, but trade can take the place of aid— 
f it grows in a balanced manner. We cannot reasonably keep on asking the 
aided nations to find a way to closing to so-called dollar gap without aid until 
ve have opened the trade routes wide enough for them to export the equivalent 
of their import needs. No single action could be more inspiring in encouraging 
other countries to work toward a constructive solution to thi pre blem than the 
further reduction of United States trade barriers. As a minimum, therefore, the 
United States Congress should extend the Reciprocal Trade Agreements Act, and 
if not in the 1934 version, then at least in the 1951 form. I urge you to do so, 

(Note.—The factual information included in the foregoing statement was taken 
from the following references: Howard §S. Piquet, Aid, Trade and the Tariff, 
New York, T. Y. Crowell Co., 1952; U. S. Tariff Commission, Operation of the 
Trade Agreements Program, June 1934—-April 1948, pt. I, Summary; pt. II, 
History. Washington, 1948, 1949; Public Advisory Board for Mutual Security, 
A Trade and Tariff Policy in the National Interest, Washington, 1953; U. 8. 
Tariff Commission, Supplemental Quota on Long-Staple Cotton, Report to the 
President, Washington, 1947.) 

Mr. Franck. I appear before you to oppose the enactment of 
H. R. 4294 for several reasons. 

First, the bill would undo the efforts of our Government since 1934 
to lead the family of trading nations toward a freer exchange of goods 
and services. 

Second, it would hamstring the present administration in working 
out singly or in concert with other free governments a new departure 
in trade police: y. 

Third, the bill fails to offer a constructive policy which would con- 
tribute to the solidarity and economic stability of the independent 
nations. Reduction of international trade barriers is, in the eyes of 
the citizens of these nations, an immensely practical contribution. As 
long as financial aid has not yet solved the problems of international 
economic imbalance, United States leadership combined with a pa- 
tient, consistent and continuous worldwide effort would help bring 
about that balance by a liberalized trade policy. 

Fourth, the bill completely disregards the interests of our export 
industry which with an output of 15.5 billion last year, is the most 
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widespread industry of the Nation, accounting for over one-tenth of 
all movable agricultural and manufactured industrial products. The 
bill ignores the fact that serious declines in exports caused by higher 
mport tariffs would force far-reaching changes on American agri- 
ulture—far more severe in their effect than those resulting from the 
admission of competitive imports. Congress would indeed be remiss 
if it failed to take action for st: abils zing exports. 

Fifth, the bi : strips = President of his constitutional role of safe- 


euarding the national interest , both in the matter of overall domestic 
COnOonY and In q« a ict on mnterl at tional affairs. Although he 
exclusive constitutional responsibility for determining foreign 


trade policy and is the Nation’s international spokesman, this bill 
emotes his function to that of an automatic rubber stamp. 


In substitution for the bill before you I would wish we had the 


powel and ability of persua n 1 to convince you that the 1934 Trade 
Agreements Act stripped of all crip pling amendments is the soundest 
basis fora tariff policy. But under the circumstances, with the choice 


only between 1951 legislation and this bill. the former is preferable. 

Sin e ot he - witne SSeS have disc usse d the role of a liber: ul tre ade policy V 

international economic cooperation I shall only touch on it and 

hall concentrate on the probable effect of - bi I] under consideration 
( United States trade policy and the cases of specific commodities 
being given special privileges in this bill. 

A liberal trade policy is essential in international economic cooper- 
ation with peaceful nations. 

Our country has urged other governments to work constructively 
toward integration of national markets. to get rid of obsolete trade 
barriers, especially in Europe. This endeavor is in support of general 

merican efforts to strengthen the ties hold ne together the nations 
still willine to work with our Government for a peaceful world. 
Congress has recognized that financial aid and technical assistance 
and a gradual freeing of trade from the shackles of depression -born 
controls and barriers were part and parcel of a policy to pacify anx- 
iety, fear, and despair caused by economic and political pressures of 
war and rearmament. 

The achievements of the United States Government under the 1934 
Trade Agreements Act have been substantial. It is frequently stated, 
Mr. Chairman, that the United States merely swapped reductions in 
its tariffs for reduction of import quotas, exchange controls, and 
multiple exchange rates by other nations. It is true that much of the 
restriction and regimentation of world trade that had cropped up 
during the war and after has survived the 7 years’ efforts to whittle 
it down. 

But the real question is, or should be, What would have been the 
state of affairs in the absence of the efforts of the United States Gov- 
ernment? Surely nobody can say with certainty what would have 
happened had there been no general agreement on tariffs for 36 na- 
tions, no International Monetary Fund, hp SF eee oe for European 
economic organization, all fostered, if not fathered, | Vv the United 
States Government. 

But there is persuasive evidence that the free world might have 
been thrown back to the primitivism of barter just as the nations 
behind the Iron Curtain have been. Instead, there has at least been a 
firm commitment of nearly all great trading nations and adherence 
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to the commitment that fixing tariffs, introducing exchange controls, 
import quotas, and exchange “depreci iation can no longer be a matter 
of discretionary decision by one government. 

Our present policy 1 relies on multilateral negotiations, agreement, 
and cooperation in abiding by common rules where conflict of interest 
requires mutual ¢ adjustment and compromise. 

The Trade Agreements Act, for which the past administration 
found bipartisan support from Congress, was based on a simple and 
healthy principle, namely that the continued economic growth of 
the United States depends in part on a vigorous exchange of goods 
with other countries—that is, on an international division of labor. 
American exports ¢ ane forever stay at their praeat high level un- 
less imports increase in proportion or private and/or public funds 
continue to flow out of the United States to help Fetes coun- 
tries boost their exports. 

The principle of exchange of goods helped build this Nation’s eco- 
nomic foundation in the 19th century because the United States 
was given a fair opportunity in world markets. But this principle 
involves continuous adjustment in trade channels and the kinds of 

goods exchanged, in response to the never-ceasing stream of new 
methods of production, new products, and new resources among the 
trading families. 


THE EFFECT OF THIS BILL ON UNITED STATES TRADE POLICY 


The equalization of cost an absolute doctrine: From 1908 to 
1934 the principle of equalizing the cost of an imported article with 
the cost of similar articles made here has dominated tariffmaking in 
the United States. It has been the touchstone by which every duty 
was justified. The principle does have an engaging, if false, ap- 
pearance of fairness. Despite the complexities of making a valid 
investigation into a comparison of production costs in different coun- 
tries, despite the vague character of the very words “cost of produc- 
tion,” the equalization doctrine was paraded as a worthy prince iple. 

But by 1934 a growing body of opinion, including businessmen 
as well as economists, recognized the absurdities to which this doc- 
trine could and did lead. In 1934 Congress agreed with them and 
knocked out the application of the cost equalization doctrine (sec. 
336 of the Tariff Act) insofar as articles covered by a reciprocal-trade 
agreement was concerned. The success of the trade-agreements pro- 
gram was largely due to the fact that it was not hampered by the 
cost-equaliz: em doctrine. 

This bill, by reviving section 336 of the Tariff Act, reinstates the 
doctrine for all articles regardless of whether they have been covered 
by an agreement. In addition, this bill prohibits the President from 
exercising his own judgment, or that of the person he selects to judge 
for him, in determining the amount of the equalization. 

In other words, in addition to the escape clause, which is supposed 

protect domestic industry against injury due to increased im- 
ports, in addition to the peril-point clause, which forces a proposed 
rate reduction through a row of bureaucratic hoops, this bill pro- 
poses to subject each of them to the test of cost equalization. 

The result is clear. The old tariffs and perhaps still higher ones 
are likely to be reinstated, and other nations will in turn have the 
right to revoke corresponding concessions. 
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Underlying the survival of this equalization doctrine are two be- 
liefs, or pre judices: the first, that domestic production is in itself 
good, and better than foreign production. But to import a product 
is not a source of loss when we import it more cheaply than we can 
make it at home. 

The second prejudice is the — that the American manufacturer, 
compelled to pay higher wages, cannot hold his own unless the labor 
cost di fferential is made up by a i iriff. Yet businessmen have testi- 
fied that efficient labor is ¢ hes ap at high wages. 

The nub lies in the efficiency of labor and in the proportion of labor 
cost to total cost. Our sine products in general are made by the 
same high-priced labor as are the articles competing with imports. 
But they are made under favorable conditions, under skillful man- 
agement. Thus they can compete successfully with similar articles in 
foreign countries. So the real test in relating this equalization doc- 
trine to the protection of wage rates is to compare efficiencies. High 
wages come not from tariff protection but from ample natural re- 
sources, skillful management, and efliciency—in short, the general 
productivity of the industry. 

My final word on the revival of the equalization doctrine is one 
of | logic which requires no economic analysis, If the cost of all im- 
ported commodities were equalized with the cost of the comparable 
commodity produced he re, the re woul 1 | be no reason for consumers to 
pick the foreign variety. The result would be annihilation of im- 
ports, except for those appealing because of style or other nonutili- 
tarian features. 


THE ESCAPE CLAUSE, A TOOL FOR SPECIAL INTERESTS 


Ever since the 1942 trade agreement with Mexico the administra- 
tion of the Trade Agreements Act has been subject to the so-called 
escape-clause tests, providing for the restoration of a reduced duty 
if: 

(a) Imports of the article had increased, and 

(6) The increase in imports had resulted from the reduced duty 
and from developments unforeseen at the time of the reduction, and 

(c) The increase had been so great as to cause serious injury. 

3ut in weighing these factors the President was to decide in the 
light of the public interest. 

The text of the escape clause in the present legislation does not 
live up to the original idea of Executive Order 9832 but the clause 
was administered in the spirit of that order. How does it compare 
with the clause proposed in this bill ? 

First, the old escape formula recognizes that the President should 
have the power to consider that occasionally an injury to certain 
producers from 2 given tariff reduction is less than the loss caused 
toa larger number of producers and consumers if the reduction were 
revoked. This new bill does not even recognize the problem of weigh- 
ing the interests of a specific domestic industry against the broader 
national interest. 

Secol dly, the old escape clause could come into operation only if 
the industry producing the product was hurt as a whole. In other 
words, the large number of industries in which only one line was 
1urt could not claim protection. Under the bill before this commit- 
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tee even the temporary unemployment of workers or farmers making 
one article in an indus try would be enough to justify revoking or 
modifying a concession. 

An industry might actually employ more people producing other 
goods, but the mere fact that workers making that one article were 
out of a job because of increased imports would lead to a reimposi- 
tion of the higher tariff. This provision obviously would broaden 
the applicability of the clause and swamp the Tariff Commission 
with a flood of applications for investigation and revocation of con- 
cessions. 

In the third place, this bill does not leave it to the Tariff Commis- 
sion to judge whether a downward trend in production, employment, 
prices, profits, or wages was due in part or in whole to larger im- 
ports following a lower tariff. Instead, the bill dictates the rules of 
evidence to the Commission. The Commission must accept one of 
these downward trends, or even its likelihood, as proof of injury. 

To cite one example, the demand for domestic fur felt hats has 
shrunk. It is possible that this is due, not to the fact that more for- 
eign hat bodies have come into the country, but to the fact that more 
men prefer to go without hats. But this real reason must be ignored 
by the Commission since a decline in sales and an increase in imports 
must be “considered as evidence of injury.” This is tantamount to 
loading the rules of the game from the outset. Under such rules the 
hearings before the Tariff Commission are likely to become a farce. 


PERIL-POINT CLAUSE SLOWS DOWN INTERNATIONAL BARGAINING 


Similar changes are proposed in the peril-point clause designed by 
powerful opponents of a liberal trade policy to dissuade the Presi- 
dent from granting tariff concessions even before learning of the bar- 

gain offered to him by the negotiating partners. Again, actual in- 
jury to an industry is too much to wait for; in this bill unemploy- 
ment or lower wages for workers, farmers, or producers (or even a 
threat of it) is sufficient reason to rule out even entering negotia- 
tions. Here, by the logic of the proposed amendment, even if the 
President’s own judgment were restored to its former role, neither 
the President, nor the Tariff Commission could take into ne 
the advantage that might accrue to other industries or to the Nation 
from mutual international concessions. 

I now come to a few remarks on the few specified commodities. 

First, petroleum, which is of concern to a large number of inde- 
pendent oil producers. 

Since domestic consumption of fuel oil is greater than domestic 
production, crude and residual (fuel) oil are imported. Even the 
higher pre-1952 duties did not deter this domestic consumption of for- 
eign fuel. Had the quota now proposed for residual fuel been in ef- 
fect in 1951, only 24 million barrels would have been let in, instead of 
the 122 million actually imported. 

The competition here is not one of lower-priced versus higher- 
| riced domestic material but rather of technology : Under the pro- 
posed quota, coal would have to be counted in as supply and would 
be forced on consumers because the President could lift the quota on 
foreign fuel oil only if domestic oil and coal were inadequate to 
meet demand. 
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In essence we have here an attempt to arrest a technological shift 
to oil, including the shift from coal to oil so widespread on American 
vessels. The argument is that a further reduction in coal consumption 
would put out of work miners who can shift to other occupations only 
with much more difficulty and at much greater cost than burners can 
shift from coal to fuel oil. Are we not reminded of the argument a 
hundred years ago that defended the charcoal makers against the 
inroad of anthracite? 

The dynamics of technological change marking the development 
of every major American industry not only absorbed the idle char- 
coalers but, thanks to cheaper and more abundant steel, increased em- 
ployment in steel-using industries. American industrial progress in 
the 20th century can ill afford a privileged sanctuary for a fuel tech- 
nology unsuited to the changing demands of industrial enterprise. In 
the 19th century industry tested the merits of a new technology in the 
market place rather than relying on quantitative government restric- 
tions, subject to the rulings of a Government bureau. 

Of course the impact of fuel imports should be cushioned domestic- 
ally. The Government does own and operate fuel-from-coal plants 
and for some time private industry has experimented with new ways 
of extracting coal dust from underground veins. Such efforts should 
be pushed and the plans for selling the Government fuel pilot plant 
be reconsidered. 

Second, long staple cotton: The producers of long staple cotton are 
few—in the Southwest and Far West. The present duties are modest, 
equivalent to 6 percent ad valorem. <A far more effective limitation on 
imports is the quota imposed under section 22 of the Agricultural Ad- 
justment Act which has kept extra-long fiber imports to 91,000 bales 
a year. Because domestic production of this material is small (only 
16,000 bales in 1951), the demand for the foreign material has always 
greatly exceeded the domestic supply. 

\s the largest supplier of long-staple cotton Egypt earned $26 
million in the United States market in 1951. Egypt’s 11% inch variety 
or over, smooth and strong, does not directly compete with the domes- 
tic ordinary long-staple fiber of 13¢ inches or less. 

Furthermore, only a few irrigated cotton-growing areas in the 
United States have been designated by the Department of Agriculture 
as suitable to produce this extra-long st: iple cotton. But apparently 
the ordinary length needs help, since its supply greatly exceeds 
demand. 

Here again the quota forces upon industry and consumers a com- 
modity which does not meet the foreign « compe ‘tition qui ality wise. Im- 
port. restrictions serve to perpetuate an unhealthy technological sit- 
uation in which a more desirable quality is withheld by a rigid quota, 

What does the bill DEppoere here do? Far from eliminating this 
undesirable quota, the bill under consideration kills the President’s 
authority to sup plement or terminate the quota when the circum- 
stances warrant it. The proposed revised section 22 of the Agricul- 
tural Adjustment Act not only reserves to the Tariff Commission the 

eht to investigate and make findings, but also forces the President 
to accept the Peat. findings on quotas. The President be- 
comes a rubber stamp. This bill provides specifically and tersely: 

(ny findings of the United States Tariff Commission as to facts under this 
section shall be final. 





¢ 
¥ 





TRADE AGREEMENTS EXTENSION ACT OF 1953 176: 


To put the stamp of infallibility on the Commission’s findings in 
regard to agricultural quotas is bad enough. What is even more 
serious is the consequence: An agency, set up by and reporting to 
( vongress would have powers gre: ater th: an those of the Executive who 
ap pots the Commissioners: the Commission would not even be 
subject to the veto the President has over congressional tariff legisla- 
tion nor to the decision of Congress to override a Presidential veto 
by a two-thirds vote. There is evidence in history that concentration 
of import control in one agency (without checks and balances) leads 
to abuse and provides fertile territory for lobbyists. 

3. Lead and zinc ores: For years private efforts. Government 
premium payments and tariffs—from 7 to 13 percent ad valorem- 
have been directed to preserving many small mines west of the Mis- 

ssippi. Yet domestic production has persistently failed to meet all 
domestic requirements. The Government's tax policy recognizes the 
depletion of such resources by liberal writeoffs. 

It is only logical to expect a gradual closing down of the more ex- 
pensive mines. The erection of the proposed tariff wall can only post- 
pone the present agony. Like the old silver and gold mines in 
Nevada, the lead and zine mines cannot escape the market law which 
forces industry to look for the cheapest raw material in order to fur 
nish consumers the largest volume of finished woods 

What is particularly undersirable at this time, for international 
reasons, is the cutott of trade from Canada, Mexico, and Peru yore 
supply over 75 percent of our metal imports. In these countries lead 
and zine mining provides not only most of their dollars but the onl) 
employment for certain skilled workmen and technicians. Mexican 
and Peruvian miners, being poorer and far less diversified than Amer- 
ican miners, cannot find substitute work unless they take a severe 
income cut and return to farming or cattle raising. 

Our fully diversified American economy would permit a more rapid 
and smoother re: absorption of Missouri’s and Nevada’s lead miners 
into other employme nt where similar skills are demanded. New min 
ing op portunities for uranium and other minerals we cannot predict 
now are opening up and bringing with them a greater degree of em- 
ployment security than can old high-cost mines protected by a tariff 
wall. 

For the countries sending us minerals the tariff proposed for lead 
and zinc has another injurious factor, the proposed sliding scale. Put 
yourself in the position of the Peruvian mine operator who every 
quarter is confronted with the possibility of a change in his income 
from sales in the United States due not only to as Secictiakn 
in demand but also in the market p rice for lead, thanks to the gyra 
tions of the United States wholesale price index for all goods except 
food and to the adjustment of duty that would be related to that index. 
In any event, the bill’s effort to preserve a minimum domestic price 
above 15.5 cents per pound would at present lead to a tariff increase 
of over 400 percent, denying both processors and consumers the for- 
eign metal at a price of 12 cents a pound. 

I come to my conc ‘lusion, Mr. Chairman. 

The contradiction between trade policy and aid policy must come 
toanend. The politic ‘al peace of the world is threatened by economic 
debility. Economic growth is hampered, if not arrested, by the restric- 
tion and regiment tion of trade channels, choking the natural outlets 
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both for the world’s industrial products, raw materials, and farm 
products. We should heed the pleas of nations that are economically 
devel pe | for “trade, not aid.” 

Underde veloped areas, on the other hand, need both. Although 
they also will benefit from a reduction in trade restrictions, they will 
continue to need financial and technical assistance. 

lor the time being, therefore, a worldwide approach to the problem 
confronting go United States demands that continued foreign aid be 
— ied by an accelerated reduction of trade barriers. Aid is 
not ubstitute for trade, but trade can gradually take the place of 
id's a good proportion of trade, if it grows in a balanced manner. 

We cannot reasonably keep on asking aided nations to find a way 
without aid of closing the so-called dollar gap unless we have opened 
the trade routes wide enough for them to export the equivalent of 
their import needs. No single action could be more inspiring in 
neouraging other countries to work toward a constructive solution 
to this problem than the further reduction of United States trade 
barriers. Asa ee the Congress should extend the Reciprocal 
Trade Agreements Act, if not in the 1934 version, then at least in the 
1951 form. I urge you to do so. 

Th: "3 you for your attention. 

The CuamrmMan. We thank you for your contribution of the infor- 
mation to the committee from your point of view. 

Are there any questions ¢ Mr. Utt would like to inquire. 

Mr. Urr. Mr. Franck, you have covered quite a range of subjects 
here. I would just like to ask whether you have ever been engaged 

i the production of petroleum ? 

Mr. Franck. I have not. 

Mr. Urr. Have you ever been engaged in the production of lemons? 

Mr. Franck. I have not. 

Mr. Urr. Have you ever been engaged in the production of cotton ? 

Mr. Francx. I have not. 

Mr. Urr. Have you ever been engaged in the production of lead 
and zinc? 

Mr. Fra: ANCK. I have not. 

Mr. Urr. Well, we have had before us a solid stream of producers 
of these ite ms, and they are all in trouble and they are all asking for 
help. It just seems that if we do not give them some type of protec- 
tion, that we are going to destroy the American economy, and I think 

that your treatise on theory is beautiful, but I must say that I do 
not think it is practical. 

Mr. Franck. Could I answer that, sir? 

Mr. Urr. Yes, sir. 

Mr. Franck. While I have not produced any of these commodities, 
Mr. Utt, I have studied their production carefully, and I agree with 
you that the reduced tariffs and a reluctance on the part of the ad- 
ministration to reduce further would probably create injury in these 

\dustries. The statement before you, Mr. Chairman, admits that 
quite frankly and bluntly. 

It is my feeling, however, that it will be to the long-run interests of 
the United States economy to gradually permit that adjustment of 
these industries. I am not proposing a sudden influx of these foreign 

modities in all the industries mentioned by you. Instead I pro- 
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pose a staggered staircase type of reduction of tr ade barriers over a 
ionger per iod of time with advance announcement to the industr yas to 
the intervals at which such reduction of tariffs and other barriers will 
be permitted so that a norma] adjustment of these industries can dades 
ple Lce,. 

You might call that by a simple word, a cushioning effect. I believe 
that the United States economy in the long run will benefit from that 
gradual adjustment. 

Thank you, sir. 

Mr. Urr. I appreciate your answer, but I still think it is theory. I 
have es engaged in every one of these industries that are set forth 
here, and believe me, I would hesitate to go into one of those businesses 
if there was a repeal] of the peril point and escape clauses in our tariffs. 

The Cuarrman. Thank you very much. 

Mr. Curtis will inquire. 

Mr. Curris of Nebraska. You do not consider the tariff is the only 
trade barrier, do you? 

Mr. Franck. I do not. 

Mr. Curtis of Nebraska. Under this plan of trade agreements which 
has been in operation since 1934, has there been an increase or decrease 
in the trade barriers imposed by the many countries of the world 

Mr. Franck. My statement admits that there has been an increase 
since 1934. 

Mr. Curtis of Nebraska. We have not used our bargaining power of 
reducing tariffs to get other barriers eliminated, have we? 

Mr. krancx. I would care to answer that in a roundabout way. I 
think we have used it to avoid a greater increase in trade barriers than 
is now before us. 

Mr. Curris of Nebraska. What is greater than an embargo? 

Mr. Franck. Not all countries trading with us have imposed em- 
bargoes. 

Mr. Curtis of Nebraska. No, but some of them have very severe 
quota systems. 

Mr. Franck. They have quota systems, exchange allocations, and so 
forth. 

Mr. Curris of Nebraska. And currency apparatus? 

Mr. Franck. Depreciation. I agree with you 100 percent on the 
facts, sir, but I believe that it could be worse, we could be back in a 
world of primitive barterism and much of the trade behind the Iron 
Curtain is carried on through physical swapping at the border under 
Government supervision. T Phat could have been the oute ome of a trade 
war between the United States and other countries. 

I therefore suggest, sir, that the bargaining power while perhaps 
not used to full perfection, has at least avoided that extreme possi- 
bility; that the Br itish were ready to consider such extreme limitations 
is evident from the record, and had it not been for the United States 
hard-hitting diplomacy of 1945 and 1947, making the British at least 
commit themselves to stop that kind of trade barrier, and they did 
commit themselves to stop it, I think we would be worse off today. 

Mr. Curtis of Nebraska. In other words, you contend that our tar- 
iffs have been reduced since 1934 not to eliminate existing trade bar- 
riers but to keep from getting worse ? 

Mr. Franck. That is correct, sir. I think that will be the general 
conclusion if you take a look at the world as a whole. In individual 
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countries you perhaps might find reduction of barriers has taken place 


in response to our concessions But if you take a global point of view, 
your conclusion will be a proper one. 
Mr. Curtis of Nebraska. There is more state trading than there 


ever was; is that not true? 

Mr. Franck. [ did not get that. 

Mr. Curtis of Nebraska. There is more state trading? 

Mr. Franck. Some of that state trading was threatened. Sir, while 
I have not produced commodities, I witnessed the discussion for 4 
months in Cuba where the United States faced 22 national delegations, 
and, believe me, as Mr. Javits, who was here this morning, would be 
able to ce rtily, sritain and New Zealand and others would not have 

gone along. They threatened not to go along, but our delegation was 

a with the he Ip of the Representatives of this Congress, to stop 
them and make them sion on the dotted line that they would not 
Increase such barriers. 

Whether that is all the advantage that might have been gotten from 
our concessions it is hard to say, but I do firmly believe that without 
these concessions made by our Government these countries would 
have gone ahead w ith imposing oreater barriers than they have. 

Mr. Curtis of Nebraska. I am interested in eliminating these trade 
barriers that are tying up the woods of the world and making it im- 
possible for an individual in one country to locate a buyer in another 
country and sell his goods, but when we keep on reducing the- tariff, 
when we get down to zero, then where do we go? 

Mr. Franck. In the first place, I would propose that we do not 
exhaust our bargaining weapons until the other countries’ bargaining 
W a are exhausted. 

Mr. Curtis of Nebraska. My point is that there is a tendenc ’ for 
qui ite a group of people in the United States to ove rsimp ify this thing. 
They have the millennium coming by reducing the tariff a few cents 
on something or other. It has not stopped trade barriers, and it has 
not restored the normal trade between the countries. 

Mr. Franck. May I comment on that, sir, with your permission ¢ 

Mr. Curtis of Nebraska. Yes. 

Mr. Franck. I agree with you that we should not give up our bar- 
gaining weapons in a spirit of idealism. These other countries are far 
too smart not to recognize any weakness on our part, and I would 
certainly recommend that we extend our bargaining agreements to 
other than tariff barriers, and I think we have done so. We have bar- 
gained quota restrictiens with them; we have extended our original 
approach to cover all possible barriers that they are playing with. 

I would certainly assume that from here on, as in the past, the thing 
will be like a poker game, you do not play your cards until you have 
the ecards of the other fellow on the table. I would agree, therefore, 
sir, that you should not exhaust our bargaining weapons until the 
other fe How’ s barg ining weapons are exhausted. 

Mr. Curtis of Nebr: aska. He has more than when he started. ac- 
cording to your testimony. His barriers have increased, and we have 
lessened ours. 

Mr. Franck. But they have signed 3 different international agree- 
ments to which 36 nations and more are parties. They have no way 
of escaping that limitation now, and from here on the process should 
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be to whittle them down, whittle them down by patient, consistent 
efforts. It is a painful task, but I do not see any escape. 

The same obligation, in other words, if you want to add, that is 
imposed on the members of the International Monetary Fund. They 
have underwritten obligation assumed in 1947 to continue to whittle 
down the exchange control depreciation system, and so on. Unless we 
consistently pursue that same road that we have done in the past we 
will not get them down, but we have had some success in the sense that 
it prevented the worst. 

The worst was coming. 

Mr. Curtis of Nebraska. That is all. 

The Cuairman. We thank you for your presentation. 

Mr. Franek. Thank you, gentlemen. 

The CuHatrMan. The next witness is Mr. Richard Frost, of the 
D r'( it Board of Commerce. 

Mr. Frost, if you will give your name to the reporter and the capac- 
ity in which you appear, we W ill be very rlad to hear from you. 


STATEMENT OF RICHARD FROST, ON BEHALF OF THE DETROIT 
BOARD OF COMMERCE, DETROIT, MICH. 


Mr. Frost. The Detroit Board of Commerce, representing the many 


diversified industries and businesses operating within the Detroit area 
vhose connections and investments are extended throughout the world, 
as long been concerned with the problems of world trade. 

The Detroit area is the center of mass production and one of the 
most important producers of industrial products destined for world 
markets. The port of Detroit is a major port of entry and exporta- 
tion. Its industries have invested heavily in the markets of the world. 
The economic well-being of the city of Detroit and the State of Michi- 
gan is dependent upon a high level of international trade. 

For these reasons, the Detroit Board of Commerce, through its vari- 
ous committees concerned with world trade and world affairs, has a 
special interest in international economic policies and in the reciprocal 
trade-agreements program. 

Today the entire world is confronted with the impact of totali- 
tarian philosophies and ideologies such as communism, fascism, and 
SOC inlism. These sterile philosophies have obscured the real revolu- 
tion of our time, mass production. This world-shaking development 
has changed the face of the earth, the habits and customs of all peoples, 
and holds a promise for all for a free and more abundant life. The 
reciprocal trade agreements program has contributed toward the 
greater dissemination of mass production throughout the world, the 
exchange of the products of the world, and the raising of standards 
of living both in the United States and abroad. 

New Detroit-made automobiles, drugs, paints, agricultural machin- 
ery and many other products produced in the State of Michigan are 
an effective answer to communistic and other alien propaganda di- 
rected against the United States. Our firms and our labor must, in 
the interests of national defense as well as our economic security, have 
access to the markets of the world. Unless these markets are likewise 
offered reasonable entry to our markets, they will not be able to obtain 
the purchasing power to pay for the goods we wish to sell abroad. 
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World trade is a two-way street. We cannot forever continue to 
sell, if we refuse to buy; nor is it wise to continue to give away the 
pre ducts of this Nation, our raw mate rials and resources, while refus- 
ing to accept payment in kind from abroad. This will serve only 
to impoverish our peoples, lower our standard of living and deplete 
our national resources. 

We believe, as indicated by the report of the a ntial Commis- 
sion on Raw Materials and Resources, that this Nation must in the 
future conserve those raw materials and resources remaining in the 
United States, and greater emphasis must be placed upon the develon- 
ment and importation of materials from the other nations of the 
world. 

During the postwar years, the United States has expended billions 
of dollars in an effort to pay for the deficit in our world trade in 
the form of foreign-aid programs at tremendous cost to the United 
States taxpayer. We are committed, as part of the cost of world 
ence to the task of assisting friendly nations in the mainte- 

ice of their economies. It is now a question as to whether this is 
ie be accomplished by Government- controlled international dole pro- 
crams or on a basis of free enterprise industry-to-industry trade. 
The latter is the only effective method. It is the only way in which 
we can meet our world responsibilities without placing a staggering 
burden on the shoulders of the American taxpayer with a resultant 
lowering of our standard of living. 

The continued prosperity of the State of Michigan and the city 

' Detroit is dependent upon a reasonable free flow of world trade. 
\ Vithout imports this area cannot export. Without exports our econ 

ymy is threatened. The members of the Detroit Board of Commerce 
am the year just ended exported over $114 billion in products to all 
the markets of the world. Over 900 Michigan firms are engaged in 
this world trade. One out of every seven workers in the city of 
Detroit is directly dependent upon this vital trade for his employ- 
ment. Many others are indirectly affected. 

Over 15 percent of Detroit’s production finds its way each year 
into overseas and foreign markets. Statistically this does not loom 
large, but it is great enough to make Detroit the No. 1 producer of 
indus trial products for world trade. It is also true that this 15 percent 
is, in the case of many Detroit firms, the difference between profit 
and loss. To other companies, export markets afford the necessary 
production to permit them to sell, through the savings of mass pro- 
duction, to consumers at home and throughout the world at lower 
prices. 

Increased world trade makes it possible for Detroit and Michigan 
firms to invest abroad in wealth-producing facilities. The Detroit 
program of cooperative investments in money, skills and techniques 
abroad has materially increased prosperity ‘throughout the world. 
The Detroit program continues, but its continued success is dependent 
upon an ever-increasing free flow of trade throughout the world. 

This investment program benefits the nations of the world. It 
results in increased purchasing power, productivity, and proselytes 
to the cause of freedom. It is likewise of benefit to consumers and 
labor in the United States. Production abroad means greater and 
more productive production at home. These overseas operations are, 
however, dependent upon the nations of the world having access to 
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the United States market in order to obtain the necessary dollars to 
pay for the parts and equipment needed to sustain an increased pro- 
duction in plants abroad. A failure in our overseas operations will 
nevitably result in financial reverses at home and serious unemploy- 
ment amongst our workers. 

The importation into the United States of numerous products and 
raw materials is also of vital importance to the Detroit area. With- 

heavy imports of commodities and products unobtainable in the 
United States, our chemical, pharmaceutical, automotive, and othe 
ndustries could not continue to operate. Increased duties on im- 
ported products will be reflected almost immediately in increased 
prices to the American consumer of Detroit-made goods. Over 300 
mported items are needed for the production of a single automobile. 

Since the inauguration of the Trade Agreements Act, the export 
trade of the city of Detroit and the State of Michigan has increased 
steadily from a low of $82 million in 1933 to the present high of over 
$114 billion. The import trade has likewise increased. 

The Detroit Board of Commerce wholeheartedly concurs in the 
recommendation by President Eisenhower for a 1-year continuation 
of the reciprocal tré ide agreements program W ithout cha 

It is the o )pinio1 1 of the members of the Detroit Board of Commerce 
that the reciprocal trade agreements program is insufficient. The 
limited period for which the act runs and the necessity, therefore, for 
periodic reenactment of the legislation—often w with stultifying amend- 
ments—makes it difficult for businessmen, both abroad and at home, 
to enter into long-range planning. In our opinion, it is also too 
narrow a concept and too unstable a method of lowering the American 
tariff wall. We would advocate a revision of the American tariff laws 
in order to lower duties across the board rather than on the piecemeal 
basis presently followed under the Reciprocal ‘Trade Agreements Act. 
However, the development of such a far-reaching economic policy pon . 
United States foreign trade would require deep study and planning 

President Eisenhower has asked for a 1-year extension of the 
Reciprocal Trade Agreements Act without change in order to afford 
the administration the op vestarta of reexamining the American 
foreign economic policy. We believe this action by the President is 
wise. To drastically alter the Reciprocal Trade Agreements Act at a 
time when the administration is attempting to reexamine our foreign 
economic policy and to develop a policy of its own would be h: wzardous 
at best. To adopt the provisions contained in the Simpson bill, H. R. 
4294, would be tragic. 

The directors of the Detroit Board of Commerce strongly oppose the 
so-called Simpson bill (H. R. 4294). 

Section III of the Simpson bill changes the definition “serious in- 
jury to domestic industry producing like or directly competitive prod- 
ucts” to a test of “unemployment of or injury to American workers, 
miners, farmers, or producers, producing like or competitive articles, 
or impairment of the national security.” This could mean that the 
unemployment of one man in any field ‘of endeavor could theoretically 
stop the importation of a product with the resultant unemployment 
of a large number of men dependent upon not only the import of 
such products but likewise the export of American products resulting 
from the dollar availability abroad gained through the sale of foreign 
products in the United States. Such a ruling as that contained in 
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section III of the Simpson bill can be termed nothing other than 
econo mic stupidity. 

Section IV of the Simpson bill, making it mandatory in the present 

» follow the peril-point recommendations of the Tariff Commission, 
is equally foolish. The Tariff Commission’s job is to protect Ameri- 
can industry. The President’s job is to look after the economy and 
the welfare of all the people of the United States. To forbid the 
President to ignore the recommendations of the Tariff Commission 
because of considerations of great interest to the remainder of the 
American economy, to the American people as a whole, and to the 
conduct of our international affairs is not only a dangerous precedent 
but it ignores the task of the Government to look after the interests 
of the whole rather than any individual part of the American 
economy. 

The Simpson bill provides that tariffs would have to be increased 
if necessary to prevent any injury, whether serious or not, or to pre- 
vent unemployment of any workers or producers. Further, any in- 
crease of imports, reg: ardless of the state of ce of domestic 
producers, would have to be regarded as evidence of injury. So 
would decline in employment in given lines of csi ction or any 
falling-« if in output of individual firms or any increase in their in- 
ventories, no matter what the reason might be. The judgment of the 
Tariff Commission on escape-clause actions would be final and bind- 
ing, and the President would have no authority to set them aside. 

This would make it possib le for us to end nearly all the trade con- 


cessions we have made in the past years. It likewise ignores the 
shia of the whole in the interest of the few. 
As an organization of businessmen we have a high regard for con- 


tracts, written, oral, or implied. On this matter maybe we are a bit 
oversenstitive. But in negotiating a trade deal we like to be pretty 
certain about the things we want and equally sure about the things 
we are willing to concede. Having arrived at a meeting of minds 
we are willing to say, “That’s the contract and it binds both of us 
so long as it is in effect.” The idea of a peril clause or escape clause 
indicates either that we haven’t full authority to negotiate or that we 
don’t know for sure just what we want. And to make use of such 
bypasses seems to us like welshing on our agreements. It isn’t good 
business morality. 

While the present escape clause makes long-term contracts and 
foreign trade difficult, the provisions of the Simpson bill would de- 
stroy all sanctity of a contract and make long-range planning in the 
field of foreign trade in the future virtually impossible. 

The provisions of the Simpson bill, making decisions on peril 
points by the Tariff Commission binding on the President, as previ- 
ously mentioned, ignores the responsibility of the President and the 
Government to give attention to the welfare of the whole of American 
economy and the American people rather than the few. 

The provisions of the Simpson bill, calling for the United States 
to increase tariffs to offset disparities in domestic and foreign costs 
of production, could, theoretically, prohibit all international trade. 
Such provisions discourage competition, subsidize inefficiency, and 
are contrary to every economic concept of free enterprise. 

Industry and business in Detroit and the State of Michigan is like- 
wise greatly concerned over the provisions in the Simpson bill which 
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impose a 5-percent quota on the importation of residual fuel oil and 
10 percent for crude petroleum. Quotas are the most inflexible and 
serious type of restriction in world trade. Our industries are facing 
a problem of quota barriers throughout the world. Our State De- 
partment is doing everything w ithin its power to convince the nations 
of the world that such trade restrictions are not in the interests of 
either their own countries or the free world economy. For the United 
States to establish more quota restrictions on imports at this time is 
to weaken our efforts to break down trade barriers in the world and 
to actually spur the increase of this type of inflexible restriction 
against the importation of American products abroad. 

Of particular interest to Detroit industry is the effect that the pro 
visions of the Simpson bill relating to crude petroleum and residual 
fuel oil will have upon the American market in Venezuela. As a re 
sult of these provisions, we anticipate that Venezuela will lose about 
10 percent of her dollar earning power, which must be compensated 
for by an equivalent diminishing in the purchases by Venezuela of 
products manufactured in the United States. If Venezuela does not 
have the dollars, there is no way of her continuing to purchase as she 
has in the past. 

Detroit’s and Michigan’s second best customer in world markets is 
Venezuela. Businessmen and industrialists in this area have labored 
for many years to build and strengthen the commercial ties between 
Venezuela and the United States. 

Asa result of the efforts of business and industrial leaders in Detroit 
and Venezuela, the State of Michigan in 1949 exported to that country 
over $50 million worth of goods. Members of our organization with 
plants i in and outside of Mic higan exported to Venezuela between $75 
million and $100 million worth of products in 1949. 

The following statistics show the importance of Venezuela as a 
market for automobiles, trucks, and busses. Over 90 percent of these 
vehicles were produced by members of the Detroit Board of Com- 
merce: 


1949 14, 268 14, 545 28, 813 
1950 14, 979 12, 641 7, 620 


7 months of 1951 9, 975 9, 570 19, 545 


Besides automobiles, firms in the Detroit area export to Venezuela 
machinery, agricultural machinery and implements, metal products, 
pharmaceuticals and drugs, office equipment, paints and numerous 
other products. This trade employs labor throughout the Michigan 
economy. 

Venezuela is one of the last markets in the world where American 
sales are paid for by cash rather than by governmental bookkeeping 
and financing operations at the expense of the American taxpayers. 

In 1949 Venezuela spent $514 million in the United States, which 
represented almost three-fourths of all Venezuelan purchases from 
the entire world. To alter this trade at this time by governmental 
action would do little other than destroy a lucrative market laboriously 
established by United States business and industry, and would inevi- 


rs 
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tably hand this market over to our competitors in Europe and other 
areas of the world. 

lo deprive American business of the Venezuelan market would 

It in lower profits and unemployment in the Detroit area. 

e tremendous demand in the world today for petroleum. 

If V CZ la cannot sell « l. iro} ore and othe r products of he sr coun- 

ti { United States, she will readily find a market for these goods 

¢ area and in many other regions of the world. Vene- 

ela w ot. however. be able to convert the currencies, received in 

iLyment for her exports to Europe into United States dollars for con- 

tinned purchasing of American products. Thus, she will be forced to 

reo} t her e1 at trade patte rn to other regions of the world. Brit- 

! tomobiles will replac Ameri ‘an-made vehicles on the streets of 


Caracas, Mararsl ibo and other cities in Venezuela. American-made 
drugs and chemica Is will k replaced on the shelves of stores in Vene- 
zuela by those made in Britain, France, Germany, and so forth. 

Conclusion: There are m: ny other provisions in the Simpson bill 
to which we equally object, such as the imposition of additional duties 
on Zl Cc. zin c oxide, ores and concentrates. In gene ‘ral we disapprove 
entirely of H. R. 4294 and strongly en a it is a long step back- 
ward in the development of American world trade and an intelligent 
American economic foreign policy. Passage of this bill could lead 
to another depression. It would certainly affect profits and employ- 
ment in the city of Detroit and the State of Michigan. It is dangerous 
in the extreme. 

Therefore, the Detroit Board of Commerce and its entire member- 
shi P strongly urges the committee to follow the advice of President 
Eisenhower and adopt a 1-year extension of the reciprocal trade agree- 
ments progr: am without change. 

The Cuatmrman. Does that conclude your statement, Mr. Frost # 

Mr. Frost. Yes, sir. 

The Cuarrman. Mr. Curtis 

Mr. Curris of Nebraska. Are you opposed to the present peril point. 
and escape clause provisions ? 

Mr. Frost. Yes, we are oppose d to the whole reciprocal trade agree- 
ments program. We would rather have the tariffs lowered across the 
seat It is a little futile for us to go in and expect to have a quid 
pro quo basis on cutting trade barriers when you have a dollar short- 
age ab read such as you have. 

Mr. Curtis of Nebraska. Is Sturgis, Mich., close to Detroit ? 

Mr. Frost. It is about 100 miles. 

Mr. Curtis of Nebraska. The Derridge Shear Co. of Sturgis, Mich. 
is one of the applicants for relief under the escape clause now before 
the Tariff Commission. 

Mr. —- That does not particularly surprise me. There are 
probably a great many people that would like to come down here for 
a subsidy or tariff concession of some kind. The point we are making 
is let us look at this in the interests of the American economy. Which 
is more important, a minor industry in Sturgis or the automotive 
industry ? 

Mr. Curtis of Nebraska. Do you know anything about that 
situation ? 

Mr. Frost. I am not familiar with it at ail. I am a bit familiar 
with the dairy situation, having been over in Denmark a short time 








ys 
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eo where we poured millions into Denmark to build up the a eese 
! ndlus stry so that they would be able to sell cheese to us in exchange for 
» machine ry and other produc ts that the “Vy SO | adly need. 

‘ Curtis of Nebraska. Now in this Derridge Shear Co. case, it is 
our theory that if it becomes necessary that they be sacri! ced, why, 
we should do it? 

Mr. Frosr. There is nothing, Mr. Curtis, in free enterprise to the 
ff t that ho one should be s icrificed. The very idea is that the mar- 
<etplace is the place to make the decisions. In other words, someone 
who can make a better product at a cheaper price oug!it to be allowed 
todo so. Certainly there will be people hurt. There are people hurt 
every day in our domestic economy. There was a question that came 
up wl hile Mr. Simpson was discussing with another witness the sub- 
ject of equalization of costs. We do not have equalization of costs 
n the United States itself. You are bound to have people hurt; that 
is the basis of free enterprias, 

Mr. Curris of Nebraska. But it is your position that even under 
the trade agreements we should not have the peril point and the es- 
‘ape c lauses ? 

Mr. Frost. No, sir, our feeling is, though, that this whole problem 
has to be studied, and we believe that the President is on the right 
track when he asked for 1 year to review and study and see what type 
of program the administration ought to have, and we think he ought 
to have that opportunity. 

Mr. Curtis of Nebraska. That is all. 

The Cuarrman. We thank you. 

Mr. Frost. Thank you, gentlemen. 

The CuHarrmman. The next witness is Mr. Samuel Fraser, executive 
vice president of the National Apple Association. 

We are very happy to have you here, sir. I am happy to have 
you as a constituent from Livingston, N. Y. 


STATEMENT OF SAMUEL FRASER, EXECUTIVE VICE PRESIDENT, 
INTERNATIONAL APPLE ASSOCIATION, WASHINGTON, D. C. 


Mr. Fraser. I would like to thank this committee and the chairman 
for _ many kindnesses which have been given me during the years. 

The Cuairman. If you will just state your full name for the record. 

Mr. F RASER. Samuel Fraser, executive vice president for the Inter- 
national Apple Association. 

The International Apple Association is a nonprofit membership 
association with oflices at 1302 18th Street NW., Washington, D. C. 
Its United States membership is located in all the important produc- 
ing sections and distributing markets of the United States. The 
membership includes the leading apple and pear shipping organiza- 
tions, individual shippers and firms, leading growers, apple and pear 
cooperative associations, wholesale dealers, distributors, exporters and 
importers, and service organizations. 

In addition, its membership extends to other countries, including 
Canada, South and Central America, Great Britain, continental 
Europe, Africa, Asia, and Australasia. The association was organized 
in 1895, and is representative of the apple and pear industries of the 
United States. 
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[ will restrict my comments to the apple and pear industries and 
some of the problems which attend and their relationship to the 
proposed legislation. 


TAKING APPLES FIRST 


The apple came in with the colonists. Apple exports were a matter 
of record in 1755. London, England, reported a glut in 1773. The 
business is long-established. 

I may say that my father was here buying apples for export in 
1870 following his service in the War Between the States, so my 
contact with the subject comes from my family. 

From 1870 to 1900 the apple was a slowly but steadily expanding 
industry. It moves in periods—heavy plantings followed the War 
Between the States which reached peak production 1880-1900. A 
moderate increase in planting was seen in 1900, with a heavy increase 
in planting 1910-20 which came into production 1920-30. 

World War I caused restriction in exports between 1914 and until 
November 1918 followed by a strong development in the export busi- 
ness in the years 1920-30, when exports in certain years totaled in 
excess of 21 million bushels and England took 10 million bushels of 
the total. 


OTTAWA ACCORD AND THE TRADE AGREEMENT POLICY 


Following the Ottawa accord, effective in 1930, and the restrictions 
applied by Canada, Great Britain, and by others, the industry was 
thrown into difficulties and violent adjustments due to the loss of 
one market and another. 

This led to interest in the trade agreement policy looking to restora- 
tion of markets and on behalf of the industry it was my privilege to 
work for the passage of this legislation and participate in practically 
every trade agreement made. 

From 1934 the policy was one of growth—the agreement with 
England was not reached until 1938 and it has had no chance to 
operate because World War II began that year. By the close of 
the war in 1945 world markets were so decimated that export trade 
was in difficulty, except shipments which were practically gifts, not 
trade. 


EXPORTS LIMITED 


Tod: iy there are few exports, the past year, 1951, showed a total 
of 3,500,000 bushels. In 1952—and I am speaking now of crop years 
boniuns I have not yet sold my 1952 crop, it runs from June to 
June—it may run perhaps 1 million, chiefly to markets where Ameri- 
can dollars are available in trade such as Venezuela with its million 
barrels of oil a day, and even Koweit, the State of Bahrein, Cuba 
in exchange for sugar. Exports may be shown to places where Ameri- 
can troops or officials are fed. Brazil, an important outlet, is in 
financial difficulties now and is seeking aid in financing. The after- 
math of war is still with us. She owed some $400 million, and we 
picked up the chit for $423 million, and I am oa in receipt from 
some of our members there that seek a subsidy of $1.25 a bushel, and 
they will apply, instead of the official $0.55 to the cruzeiro to 
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| of 20 cruzeiros to the dollar which is in use in Argentina and buying 
apples in Argentina they want them to apply 44 cruzeiros to the dollar. 
In other words, the price of our apple would be up to a point two 
times that of the Argentine. 

You know we are good friends with Brazil, and yet that is about 
the way exchange is manipulated, and we have a very good trade 
agreement with Brazil. 


PRODUCTION RESTRICTED 


To meet the loss of markets the industry has restricted production. 
At one time the census report showed 200 million trees, these were on 
farms. Today there is estimated 40 million bearing trees and barely 
enough not in bearing to maintain 40 millioan trees in production. 
The industry nas gone through 5 years of unprofitable returns and 
with increasing labor costs (often 500 hours of hand labor to grow 
and pick and pack an acre of applies of 400 bushels yield at $1 an 
hour against 20 cents in 1914). 

We see mechanized production in many other competitiye food 
crops and under these conditions an increasing number of orchards 
have been removed or abandoned. This continues, and even young 
orchards are being bulldozed out in order to 2Tow hogs, something 
that can harvest the crop at less expense and go to market in a con- 
centrated form. 

A few areas are showing sufficient new plantings to maintain pro- 
duction, but as a taxpaying industry, the apple is not at present one 
on which you can place much reliance. With the present tax struc- 
ture there is but limited possibility of interesting eat capital i 
the apple business. To put new capital in annually for a 10-year 
period and no returns, and then meet the present uncertainties in sell- 
ing a crop when it arrives, necessitates a specific type of ability and 
mind. It isan urge. It is hardly business. 

The apple indus try needs and misses the markets which formerly 
took specific varieties and sizes, and since it takes 10 years to bring 
an orchard into production in most varieties, the variety problem is 
a marked determining factor in success and the cycle is long—25 to 
30) ae ars, While hogs can go from cellar to peak and back in 5 years. 

Capital once placed in an apple orchard is not easily changed. In 
recent years, with the demand for dollars, we are receiving importa- 
tions of apples. Great Britain this year has set aside a sum of money 
available for apples and pears, but none are permitted to enter from 
Canada or the United States, no permits being available. 

Canada is therefore moving into the United States as has been the 
case for a decade, with a steady annual movement, sometimes 2 mil- 
lion bushels may enter. 

In the past calendar year, 1952, there was a movement from the 
United States to Canada to the extent of about 316,000 bushels. This 
movement is through normal channels of trade. 

Importations into the United States are also seen from Australia, 
New Zealand, Argentina, and recently some from Europe—Nether- 
land and Denmark, with Italy and Switzerland showing keen in- 
terest. A complete reversal is possible. I had a letter this morning 
from Italy asking if I could name the man who would be ready to 
handle some of the Italian crop. 
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With peace with Japan the movement of apples from Hokkaido has 
~ year taken the Hong oat market. In the past year Delicious 
ym Ji apan have been delivered Hong Kong at $2.80 a box with a 
San Francisco price of $4 for United States apples. With shipping 
n Japanese hands, should Korea secure peace, the supply of apples 
foie Korea and Japan would, on price, take the Pacific coast markets. 


I may say that 30 years ago I had a man at Cornell with me who 
served 3 years in Korea, and I know full well that their oppor- 
tunity, once they vet these, and had the y stayed under the control 
which the Japanese exercise, and the supply I - now they got from 
this country you woul Id » 20 million or 30 milli bushels moving 


in short order. 

Japan’s northern islands are stepping up production. Korea is 
very well adapted to apple growing. 

On the other side, Western Australia moving deck cargo or ventila- 
tion would take the market the balance of the year, also that of Java, 
India, Ceylon. 

We have had movement in the past to all of these points. These 


i 
few items illustrate a problem. ‘There is the problem of loss of 
markets continuing and exchange complexities favoring importations 


in a crop which we have developed to supply domestic and export 


markets. 


I will try to give further illustrations. With interest previously 
roused and supplemented by the training and fi iancial aid extended 
by the United States ECA and other programs, the development of 
ple production in Europe has moved ahead in recent years from 
million bushels to a possible 250 wnillion bushels annually not 
including cider apples with a marked increase in apples for use fresh. 


Denmark, some 25 years ago, grew about 600,000 bushes and in recent 
years has offered 9 million boxes for export. That is from an area 
the size of Delaware. 

The Netherlands has markedly increased production and facilities 
for cold storage of apples. 

Italy has made marked advances in production, grading, and pack- 
ing and has taken a firm place in the British market and is shipping 
on consignment and with payment in soft lira and transportation 
connections and charges favorable. Switzerland has shown increased 
production and the same is true of France and Belgium. 

I may say, gentlemen, that within 90 miles of Trieste, in the span 
of : c circ le, you have a crop of 40 million bushes, as large as that of 
Washington, our leading producing State. So there is a great prob- 
cand there. 

Great Britain has 250,000 acres of apples and where they formerly 
grew 12 erp at bushels a year and imported 18 million bushels, a 
heavy proportion from the United States and Canada, along with sup- 
Pp i es from shinee alia and sles Zealand, in certain recent years their 
production has been above 25 million bushels and with supplies from 
the Continent and Australasia they got along after a fashion. 

As shown in the 1951 season, the British consumer demonstrated 
that they desired and would pay good prices for American apples. 
The demand is there. The whole of Europe and other countries 
are showing increasing interest in apples and the competition for these 
and other markets promises to be keener. 





TRADE AGREEMENTS EXTENSION ACT OF 1953 1774 
I would like to say a word about Russia, because she has some ex- 
cellent apple-producing areas. We have no recent record of de- 
velopment. 

Estonia, Latvia, and Lithuania, from whom we formerly received 
reports, are closed. Even Finland has failed to be able to furni sh 
lata from these areas, and I am in constant contact with Finland. 
All formerly were important apple-producing areas. From Poland 
we get tragic reports that under the nationalistic plan, spraying is 
neglected and weather has not been favorable, the w inters severe, fruit 
is of poor quality, and imports from Switzerland and the regions 
on the Danube sell at high prices. 

Czechoslovakia, Bulgaria, Rumania are closed and tragedy controls. 
1 had contact until 3 years ago in Bulgaria, and I have contacts in 
Czechoslovakia. We have hot had other than individual data for 
ome years. We forn 1e rly hs id close contacts. Mat ny pers nal contacts 
re gone. The 90 million people on the Danube who were enslaved 
following World War I] are a tragic legacy of war. lor them , today, 
as in Russia, there is no trade. W e hope the duration of such poli y 

ll be short. 


I would like to mention more about the Danube. <A tria, on the 
argin of con itrol, has excellent app le produ ing districts, and the 
same is true of Y ugosl; LV lt i, these be Ing extensions of the app gre, 
Ing region of the Tyrol, both Italian and Swiss, which is the center of 
heavy European production. The areas that are free to do so are 
moving ahead and the same is true of the headwaters area of the 


Danube in Germany—all good producing areas. 

We see Israel buying in Italy, Lebanon, and Turkey and even Greece 
nstead of the United States. Italy has the Egyptian trade we have 
lost. All of Europe has awakened. Where there is interest in a com- 
modity, discrimination in quality develeps. There must be sufficient 
volume to attract talent and to justify the deve lopme nt of advanced 
merchandising methods. We see it going on, and advices from E urope, 
that is free, as well as Latin America are that a strong demand exists 
for American apples and pears and that removal of political controls, 
together with freedom of exchange would see business return. Prices 
for quality fruits are high. In pears the situation is brighter. 

The Pacific Coast States, Wishiniten.Oeseen ena California, grow 
95 percent of the pears of the United States. We see barter in opera- 
tion, houses from Sweden to Israel and with some of the krone thus 
secured used to buy American pears, again Swedish nails bartered for 
pears but on the whole it seems to be more successful to let the other 
merchant handle the barter deal and get the dollars into New York. 

Recent export data have been submitted by others and I will not 
repeat. You already have them on file. 

Now a word about tariff. Apples or pears have never had a protec- 
tive tariff. In the United States the pear duty is half a cent a pound 
on the weight of the fruit. Apples at one time were the same. Today 
they are one-quarter of a cent a pound on the weight of the fruit. No 
quotas or other restrictions have been used in the United States. In 
marked contrast to many other countries there have never been restric- 
tions. In these matters governments have a part 
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My next subject is most favored nations. I spent a lot of time pre- 
paring the data, Mr. Chairman, for the Geneva Conference. In fact, 
Is spent quite a length of time training the men, training them in what 
[ thought was essential, data on every country, and did quite a bit of 
work. 

I suggested that the meaning of the most favored nation be defined 
as like treatment with that given any other country on the commodity. 

For instance, Argentina once gave us duty-free entry on apples, and 
today the duty into Argentina is 42 percent on United States apples 
and pears. In certain Latin-American countries there is no duty. 

Argentina enters the United States for one-quarter of a cent a 
pound on apples and half a cent a pound on pears. Of course, we are 
n difficulty with Argentina. I do recognize that. But there is the 
problem of government. 

With the picture as it is, an extension of the Trade Agreement Act 
for a year, without any change, meets our approval. It is recognized 
that the whole matter needs careful and thorough study. We trust 
that in the year the Commission may have the essential time to make 
the study proposed. 

Based on our contact with these problems and active participation 
therein for well over half a century, we believe that so long as there 
are nations and men who are ready to go to work to develop a Schuman 
plan for steel to aid in raising the standard of living of their people, 
or a Mansholt plan to aid in improvement of their agriculture, it is 
incumbent on the United States to be ready to show a sympathetic 
approach and extend our moral support and not fail to meet an oppor- 
tunity to advance civilization. Living in Europe, I do not want to 
See any more money. 

The end we know not. It may be a greater self-sufficiency for 
Europe. Again it may be such an improvement in the standard of 
living that eventually Western Europe, with buying power reestab- 
lished, will become an American market, and 250 million people are 
involved. 

Again, we need these people to have our way of thinking, and the 
present war isa war of the mind. This area may then be a leaven to 
penetrate the rest of Eurasia. 

This is the long view, yet not so far away. 

We believe these are reasons for extending this legislation and with 
a minimum of entanglements, for we should be free to set. as good an 
example as is possible. 

With this stand we would reaffirm our position taken that for our 
fruits we seek “Like treatment with that given any other country 
on the commodity.’ 

The Cuatrman. We thank you very much for your appearance. I 
have enjoyed your testimony, as I always do. 

Mr. Fraser. Thank you, Mr. Chairman. If there are any questions, 
I would like to try to answer them. 

[ want to promise this, gentlemen: Any time I may be of service, I 
am at your service. Any time you desire to call me, I will come. 

Mr. Kran (presiding). Mr. Samuel Mindel is the next witness. 

Mr. Mindel, will you give your full name and the capacity in which 
you appear ¢ 
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STATEMENT OF SAMUEL MINDEL, A REPRESENTATIVE OF THE 
INTERNATIONAL FUR AND LEATHER WORKERS UNION, NEW 
YORK CITY, N. Y. 


Mr. Minpex. My name is Samuel Mindel. I aim a represent: ative of 
the International Fur and Leather Workers U nion. 

Mr. Kean. Who is the gentleman with you / 

Mr. Minveu. This is Mr. James Wishart. He is the research direc- 
tor. He has some of the pertinent facts for reference. 

I have a delegation consisting of Mr. Burt, Mr. Winogradsky, and 
Mr. Lucchi. 

Mr. Kean. You may proceed. 

Mr. Mrinpet. The 100,000 workers who are members of this union 
and who earn livings in the fur, leather, and allied industries are 
deeply concerned with the deliberations of this committee. Through 
the y would claim no special familiarity with the complexities of 
reciprocal trade policies, they are deeply alive to the impact of such 
policies on their jobs in the shops, and their living standards in the 
community. Their livelihood—their status as consumers—depends 
upon industries which, even in these days of soaring national income 
and skyrocketing production levels, are in the shadow of depression. 


INDUSTRY PROBLEMS 


The leather-tanning industry faces serious problems. American 
industry as a whole has been booming. ‘Total industrial production is 
150 percent higher on an overall average than it was in the late 1930's. 
But production of the leather industry is scarcely equal to average 
output in the 1935-39 period. Where 50,000 workers were employed 
in leather tanning in 1939, now only about 42,000 are at work. The 
sharp decline of the leather industry in the total pattern of American 
industry stems from two primary causes: (1) synthetic leathers have 
been introduced upon a wide scale; (2) production of shoes has not 
kept pace with the overall increase in national output or income. The 
purchase of Cadillacs for the wealthy has increased enormously. But 
production of shoes has scarcely kept pace with the growth of 
population. 

“Stagnation” is the word for the state of the leather industry. In 
the fur industry the word “collapse” is more nearly accurate. 

Based on the skill and productive power of the workers, America 
had become the center of the world fur trade. No country could 
match it in skills or surpass it in production, Thousands of men and 
women found jobs in its dressing, dyeing, and manufacturing shops. 
Thousands more — livings in the sales and distribution of fur 
coats. Year by y -it produced fur coats for the American women. 
There were f: echoes coats of sable selling for $50,000 or more for the 
few on Park Avenue, and coats of rabbit or sealine at $100 for wives 
or daughters of workers and farmers. 

Now this industry is on the edge of collapse and bankruptcy. 
Production of cheaper coats has all but come to a standstill. 


UNEMPLOYMENT 


Employment in the fur industry in the past season has been scarcely 
half the normal prewar level of 30,000 workers. Even at the peak 
of last year’s production season, fur industry employment failed to 

32604 53 113 
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reach much over 14,000. (Labor Market Review, Bureau of Research 
and Statistics, Department of Labor, State of New York.) 

More than 10,000 workers in the industry suffer long months of 
unemployment every year. A ve ial study carried through by New 
York State officials, reported in Women’s Wear Daily for March 4, 
1953, indicates the seriousness of this situation. That study showed 
that in 1950, with production levels higher than those now current, 
20 percent of fur workers earned less than $1,000 per annum, 40 per- 
cent less than $2,000, and 61 percent less than $3,000. Such earnings, 
in view of wage rates set to match the very high skill requirements of 
fur production, indicate the disastrous unemployment problem now 
faced by most fur workers and their families. 

Thousands of fur workers in New York have been unable even to 
qualify for unemployment compensation under the Hughes-Brees 
law which requires 20 weeks of employment per year. These are 
older men with the highest skills developed in long years within the 
industry. For these skilled artisans there can be no transfer to other 
industries. I am sure, gentlemen, you understand the bitter prob- 
lems faced by such workers and their families in these days of high 
prices. Through the union, fur workers have sought to help each 
other in the face of privation and economic disaster. Employed fur 
workers have and are contributing hundreds of thousands of dollars 
from their own pay to aid their unemployed brothers and their 
families. 

While other industries have prospered on the basis of RFC loans, 
mounting orders from Government and “certificates of necessity” 
providing plants paid for out of tax deductions, the fur industry has 
had to face its problems strictly on its own. 

The problems of the fur workers compel action from Government 
and decisive action if the industry is to avoid collapse. 


SUPPORT NEEDED 


Whatever may be the cause of economic distress in leather indus- 
tries and the deep crisis in fur—on one fact there can be no dispute— 
both industries have suffered from shrinking sales and production. 
For both industries protection given under present tariffs is at mini- 
mum, and cannot be reduced under present world conditions. 

Accordingly, our organization urges that tariff policy in rela- 
tion to these industries be governed by the following principles: 

That no downward adjustment be made under the Reciprocal 
Trade Agreements Act in tariff duties now levied on dressed or man- 
ufactured furs and leather goods. 

That loopholes be closed in the present law which allows furs par- 
tially processed to come in duty free as raw fur skins. 

This includes furs, fur plates, and manufactured furs in sections 
which find their way into this country duty free, which has resulted 
not only in the loss of hundreds of thousands of dollars to the work- 
ers in the fur industry, but the Government has lost millions of dol- 
lars in duties. This case has been fought twice by the Government. 
We participated in that case. The result, of course, was that they lost. 
There was a very powerful force, a foreign force, that se emed to be 
influential in bringing the disaster in this case. 
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That no tariffs or special obstruction be placed in the way of the 
mport of the hides and skins needed for the production of the fur 
ind leather industries of the United States. 

Our union does not look to tariffs, or trade restrictions as any so- 
lution to the basic problems of leather and fur workers in this Na 
tion or abroad. 

You can’t forever quarantine world poverty by tariff walls set 
around the boundaries of the United States of America. Only an 
increase in world living sts eS aided by the powerful initiative 
of our own Governn nent, n in the long run protect the American 
workers and American Sint, Any other policy will mean in- 
evitable and ominous erosion to the living and working conditions of 
the millions of the American people along with rest of the human race. 
Our union will continue to Support every measure aimed toward this 
goal. 


THE EMBARGO 


Fur workers represented by our union have a special and deep 
concern with one section of the Reciprocal Trade Agreements Act. 
This is with the rider attached to the present act which bans the im 
port of seven furs from Soviet Russia, Eastern Europe, and China. 

Members of our union speak with one voice on this issue. Whatever 
may be their views of foreign policy and the sharp conflicts which 
have marked recent relations among the nations of the world, fur 
workers are solidly united in condemning the current embargo on 
kins as harmful to the American fur industry and to the national 
interests of the United States. This is by no means the opinion only 
of the union. 

Let me quote to you from the market report of Joseph Ullmann, 
a leading brokerage corporation and a well-known expert on raw 
furs: 

The embargo on seven different types of Russian furs into this country has 
adversely affected our export possibilities, because these Russian furs which 
formerly came to this country have been dumped by the Kussians in Europe 
at relatively low prices which has caused the Europeans to lean more to Russian 
furs, especially as these can he paid for in the currency of their own country, 
thus relieving them of the difficulty of getting the import licenses and the United 
States dollars . 

Foreign trade figures for 1952 indicates that millions of dollars’ 
worth of skins normally received by the United States have been di- 
verted by the embargo to other markets in the world. The embargo 
has simply shifted this section of the world fur trade aw: iy from the 
United States of America, distorting free world markets to the dis 
advantage of this country. 

The total dropped from $104 million in 1951 to $74 million in 
1953. This source is the United States Department of Commerce. 

Effects of the embargo, as reported by industry sources (Women’s 
Wear Daily, Jan. 9, 1953) include: 

Lack of diversity of furs in America necessary to stimulate 
sales of other than mink coats. 

The assumption by London of a position as the major fur center 
of the world. 

I may add that I have just returned from a trip to Canada, and 
Canada has taken second place. While our factories are empty be- 
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cause of the embargo, Canada is capitalizing on the situation and 
[ find them loaded with all Chinese goods, such as Chinese mink and 
so forth. 

a. A dangerous loss of pre duction and employment in the dressing, 
dyeing, and manufacturing branches of the fur industry. 

American fur merchants have made contact with Canadian firms 
because of the boom in business there, and several have merged with 
Canadian firms and some have shut down completely. 

A fur expert quoted by the trade paper Women’s Wear as follows 
(January 9): 

The fur trade cannot exist alone on skins produced by American fur farmers 
In order to survive and prosper, our industry requires huge quantities of skins 
not produced on farms in this country or in the wild 

The truth of this opinion is fully supported by the employment 
picture of the fur industry in New York State following the imposi- 
tion of the embargo on the seven skins- ~ermine, fox, kolinsky, marten, 
mink, muskrat, and weasel. Here is how employment in the period 
August to December 1952 after imposition of the embargo, compared 
with employment in the same period of 1951: 


Muy orkers employed 

5] 1952 
Au 17, 400 14, 306 
16. 600 14, 300 
( 14, 900 12, 100 
7.100 13, 100 
D t 15, 000 11, 100 
16, 200 12, 000 
I ) Marth Review I 1 und Statistics, Department of Labor, State of New 


Currently, about 7,000 workers are employed. I might add that 
lmost all of these were on part-time work. 

[t is difficult to measure exactly how deeply the embargo on the seven 
furs has affected the American fur industry, and just the American 
ndustry. In 1951 total imports of the now banned furs (with the 
exception of mink) from all countries amounted to roughly $21 
million, of which $6 million came from countries now under the 
mbargo. 

| i952 the total n ports « f these 6 furs amounted to only a little 
more than $5 million, as compared with $21 million in 1951. Appar- 
ently the loss of the essential imports from Russia and other coun- 
tries had the general effect of killing off the whole market in this 
country for these Important furs. 

Phis conclusion is supported by the judgment of many industry 
experts as reported in Women’s Wear Daily for May 3: 


fur importers pointed out that the freeing of banned furs could well 

he the answer to recent statements that the trade sorely needs diversification in 

| sto regain a he tion Return of such furs to the American 

market could prove to be the stimulus needed to broaden the base of consumer 
aeman I irs 


Lhe effect of the embargo froi this evidence has been to narrow the 
tr ; ee 
American fur industry more and more to the manufacture of mink 
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rments. In all the so-called cheaper lines of manufacture there 
is been not simply stagnation, but total collapse. 
From these facts it is clear that the price of the embargo to the 
\merican fur indusrty and to the thousands of workers whose liveli 
od depends on it has gone far beyond the $6 million officially 
eporte ad for import s. 
The International Fur and Leather Workers Union does not, of 
urse, place sole blame for the present state of the fur industry on 


the nbargo. Even before the enactment of the embargo at the 
eoinning of 1952, fur workers were suffering very substantial unem- 
oyment. The men and women who created the industr y and its long 
ecord of profit were the victims of speculative control of raw fur 
iwrkets, of declining consumer demand and purchasing power for 
furs. and the 20 percent excise tax on fur garments. The embargo 


idded new and dangerous handicaps to an industry already in a state 

of total depression. Where action to relieve the industry might have 

been hoped for from Government, there was instead the new blow of 
ie embargo. 

Gentlemen, we urge you to give serious consideration to every 
measure within your power for the protection of the American fur 

dustry. We urge now, as In the past, the ending of the inequitable 
and paralyzing excise tax on furs. We ask for an end to the embargo. 
We ask for the maintenance of current tariff levels on processed furs, 
leather and leather products, and the closing of tariff loopholes on 
mt mj rocessed furs. 

Action along these lines will enable the 100,000 men and women of 
the fur and leather industries to move toward a solution of their 
problems. 

We ask you to act for this purpose. 

We thank you for your attention. 

Mr. Kran. Are there any questions? 

Thank you, Mr. Mindel. 

Mr. Mennexv. Thank you. 

Mr. Kean. If there is anybody else who has to catch a plane, and 
who would want to talk for not longer than 3 or 4 minutes, we can 
take care of them. 


TATEMENT OF E. J. GOLDSCHMIDT, JR., VICE PRESIDENT, ARMCO 
INTERNATIONAL CORP., MIDDLETOWN, OHIO 


Mr. GotpscuMipr. Mr. Chairman, my name is E. J. Goldschmidt, 
Jr. Lam vice president of the Armco International Corp. 

The following is a statement which I desire to make before your 
committee with respect to section 322, import quotas for crude pe- 
troleum and residual fuel oil contained in H. R. 4294 on pages 13, 
14, and 15. 

I am not engaged in the oil business so I feel I can make a candid 
statement with respect to the subject on an objective basis from 
the viewpoint of its effect on United States of America exports. 

I have been given to understand that the United States of Amer- 
ica oil producers, as an industry, are not requesting import quotas 
as indicated in the bill. I might state, however, that this is merely 
hearsay and I have no way of knowing whether this is a fact but 
I sincerely hope it is. 
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Having been engaged in the export business since 1930 I under- 
stand quite well that United States of America cannot sell if we do 
not buy, particularly since gold has more or less ceased as a medium 
of exchange. 

The imposition of quotas on petroleum would strike a blow at one 
of our best customers, namely, Venezuela. Incidentally, this coun- 
try has always purchased more from the United States of America 
than the United States of America has purchased from them. 

In the year of 1951, according to United States Department of 
Commerce report FT 420, Venezuela purchased from the United 
States $145 million of agricultural and related products, $60 million 
of metals and manufactures, $172 million of machinery and vehi- 
cles, $34 million of chemical and related products and $42 million 
of miscellaneous products or a total of $453 million. 

We purchased from Venezuela $322 million of which $241 million 
was crude petroleum, leaving a balance of $81 million for all other 
products. 

1951 is not an unusual year as the following figures indicate just 
how good a customer Venezuela is of our United States: 


Dollars Dollars 
ezuela Le Ass 
sol sold 

U.S.A. | Venezuela 


is 8, 330,000 | 25, 506, 000 
1929 42,308,000 | 48, 179.000 
19238 37, 146, 000 54, 939, 000 
1045 69, 183, 000 193, 956, 000 
1 322, 300, 000 | 453, 700, 000 
1 


t : it 395, 400, 000 500, 000, 000 


I would like to emphasize that Venezuela was not and is not the 
recipient of any aid other than several businesslike loans, some of 
which went to private industry. 

Venezuela has no objection to the flow of capital or earnings and 
has no arrears of commercial indebtedness. 

Our own company has a substantial investment in Venezuela. We 
employ between 75 to 80 employees, of which presently 3 are United 
States citizens. Naturally, along with other exporters, I am anxious 
to see Venezuela’s purchasing power in dollars maintained. 

Venezuela has all the attributes of an excellent customer for United 
States and the United States will do well to refrain from doing 
anything that will take away from them the opportunity to continue 
to be such a good customer of United States. Venezuela is one of 
the few countries that can freely pay us in dollars. 

I am sure you have economists serving your committee and I would 
suggest you have them work out the value of United States payrolls 
lost by our imports of petroleum from Venezuela and the value of 
United States payrolls gained in our exports to Venezuela. Tam sure 
they will find the difference to be a gain in value of payrolls to the 
United States workers by a tremendous amount. 

I trust this suggestion will be accepted as I would then have no fear 
of the passing of the legislation to place quotas on the importation of 
petroleum products into the United States and by which Venezuela 
would suffer along with payrolls of United States industry. I cannot 
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irge too strongly serious consideration of this suggestion so you can 
deal with facts for the overall good of our U nited States economy 
rather than with a small segment which at times can be very misleading 
without such facts. 

The Cuarrman. Your time is up. 

Mr. Gotpscumipr. Thank you. 

The Cuatrman. The balance of your statement will be placed into 
the record. 

(The statement referred to follows :) 

In conclusion, I cannot help but feel every consideration should be given to 
President EisenLower’s request for a renewal of the Reciprocal Trade Agree- 
ment Act in its present form for one year so as to permit the necessary assembling 
f all the facts. I believe, in this manner only, can Congress decide what is best 
or all segments of the economy of these United States of America. 

I thank you, gentlemen, for the opportunity of appearing before you and 
sincerely hope my statement will be of help to your exceedingly important 
leliberations. 

The Cuamman,. The next witness is Mrs. Oscar Ruebhausen. 

Mrs. Ruebhausen, will you give your name and the capacity in which 
you appear ¢ 


STATEMENT OF MRS. OSCAR M. RUEBHAUSEN, DIRECTOR, LEAGUE 
OF WOMEN VOTERS OF THE UNITED STATES 


Mrs. Rursuausen. IT am Mrs. Oscar M. Ruebhausen, a member of 
National Board of the League of Women Voters of the United 
States. There are now over 120.000 members of the league in 917 com- 
munities in all 49 States, Hawaii, Alaska, and the District of Columbia. 
rhe league apanee iates this opportunity to appear before members of 
the House Ways and Means Committee to present our vieWs on inter- 
onal trade and on the bill, H. R. 4294, now before you which ex- 


d the ' trade Agreements Act for 1 year and would add to and 


uce sevel | provisions of the existing law. 
! dante tadehall in international trad e dates back to the 1 Y's. 
ihe league first sup ported the Trac » Agreements Act in 1956, a id at 
last convention in \pril ee , de oe from local leagues through- 
the country reiterated ¢ Ir support for a United States trade 


policy that we ald expan 1d eal trade and increase United States im- 
ports. 

Briefly, the league’s position at present is as follows: 

|. We would like to see the Trade Agreements Act in its present 
orm extended for 1 year while a commission is allowed time to study 
hole of United States foreign economic policy 
. The league neers like to see the administration and the Congress 
dopt a trade pol y hat would be more effective than is the present 

ade As gvreements Me ID P yromoting world trade and e pe lally In €li- 


couraging U nited States imports. 
Tl py vue is opposed to the escape clause and peril point amend- 


ments z the present act an 1d would like to see them modified. Per- 
haps the commission studying our foreign economic policy will rec- 
( _ end such modific ‘ations. 

The league, therefore, is opposed to H. R. 4294, the Simpson bill, 
because to us it represents a step backward in aero of world 
trade. 
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I would like to explain the lea ie ; positi on a little more Fully on 


each « f these points: 

| The league Is fully aware that the new administr ition needs more 
than a few months to formulate policies in the many fields of foreign 
rel; tio} s as well as in areas of domestic policy. To us it seems de- 


sirable that a commission composed © »f Representatives of the Congress, 
the executive bri ud ch of the Government. and private ¢ ( ‘itizens make a 
study of our policies on trade, foreign aid, and our other international 


economic obligations and see that these polic ies are consistent with 
each other and consistent with the long -range fore 10N policy V ob} yec tives 
of the United States. The leagi ie hope 5 the commission will report in 


time to have its recommendations studied by interested citizens 
throughout the count ry as well as by members of the Congress and the 
executive branch. 

At the same time the league would like to caution that there is a 
danger in waiting a year before the United States formulates a new 
trade policy. All free nations are looking to the United States and 
are Waiting to see what our international trade policy will be. Many 
of these countries will not take steps to liberalize their own policies 
until they see that the United States is willing to increase imports. 
The result of a protective policy may be a continued decline of Ameri- 
can exports. Another possible result is that if other countries cannot 
be assured of a United States policy that will encourage imports, they 
will look to the Soviet Union for the commodities the »y need to keep 
their economy healthy. 

The present Trade Agreements Act is not adequate to meet the 
situation in world trade that is confronting the United States. The 
present act assumes that world trade is in balance and that we cannot 
offer a trade concession unless other nations offer trade concessions 
in return. What is needed by the United States is a policy that will 
help restore the serious imbalance of trade existing in the world today 
which is reflected in the large dollar gap. If this imbalance continues 
to exist and our foreign aid program is reduced, the United States 
economy and the economies of all free nations will suffer. The United 
States is the greatest creditor nation in the world today, and if we do 
not take the leadership in reducing our barriers to trade, other nations 
will not reduce theirs. 

3. In 1951, Congress added the escape-clause and peril-point amend- 
ments to the Trade Agreements Act. The league questions whether 
it is possible to set a peril point; that is, a point below which a domes- 
tic industry will suffer injury because of imports. Moreover, the 
League objects to the prince 'p le that at no time should imports “injure” 

. domestic industry. We believe that imports furnish competition 
“id that competition is generally healthy to the American economy. 
If we have laws in this country against monopoly which impairs com- 
petition, then we should not at the same time have laws which assist 
domestic industries to obtain a monopoly of the American market. 

The League objects to the present prov isions of the esc ape-clause 
amendment because they also assume that domestic industries must 
be protected from import competition. We do not advocate free 
trade, and we would not like to see our own industries harmed because 
of unfair practices adopted by other countries. We do think that 
national security must be considered in terms of protecting some 
industries which are vital to our defense. But we do not think that 
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one industry should be protected at the expense of the public interest 
and at the expense of endangering our foreign policy objectives of a 
peaceful and economically healthy “world. We believe that the esc ape- 
clause amendment creates the impression abroad that at any time the 
market in the United States may be cut off or seriously curtailed. The 
league would like to see a tariff policy that represented greater 
stability. 

!. It is apparent, therefore, that the League of Women Voters 
does not wish to see the Trade Agreements Act amended so that the 
President would be required to accept the determination of the Tariff 
Commission in escape-clause and peril-point actions as is stated in 
the Simpson bill. The Tariff Commission is not required to consider 
the national interest; it is not required to consider foreign polic; y ob 
jectives; it is not required to consider national security; it is not re 
quired to consider the consumer; it is not required to consider the 
omer of a tariff increase on the level of United States exports. It 

ked to consider only whether a particular industry has been 
aad or might be hurt in the future because of imports. We believe 
that the President must be free to view a recommendation by the 
‘Tariff Commission in light of the larger factors enumerated above. 

The league would like to see the Tariff Commission remain a fact- 
tinding nonpolitical body. If the number of members on the Tariff 
Commission is increased from 6 to 7, we fear that partisan considera- 
tions will enter into and may come to dominate the findings of the 
Commission. The league believes that if the Tariff Commission’s 
nature is changed, the public might lose confidence in its studies. In 
conclusion, let me say that members of the LWV will continue to 
work in our communities to arouse interest in and greater under- 
standing among all citizens of the importance of world trade. 
Finally, we believe that a United States policy of expansion of world 
trade is one of the very best ways to work toward increased living 
standards and toward international cooperation to solve our common 
problems. 

The CuatrMan. We thank you. Does that conclude your ‘state- 
ment ¢ 

Mrs. Rurspyausen. Yes, it does, Mr. Chairman. 

The Cuatrman. We thank you very much for the information you 
have given the committee. 

The next witness will be Miss Sally Butler, of the General Federa- 
tion of Women’s Clubs. 


STATEMENT OF SALLY BUTLER, DIRECTOR, LEGISLATIVE RE- 
SEARCH DEPARTMENT, GENERAL FEDERATION OF WOMEN’S 
CLUBS, WASHINGTON, D. °C. 


Miss Burier. I am Sally Butler, legislative research director of 
the General Federation of Women’s Clubs, which has a me mbership 
of 514 million women in the United States, with a voting membe rship 
of 81) 5,000. The General Federation supports or opposes legislation 
only after it has been given authority to do so through resolutions 
adopted at national conventions. 

Mr. Chairman, I know the time is late and we have waited a long 
time, too. We would appreciate it if you will just accept my report 
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and let me say that the General Feceration of Women’s Clubs be- 
lieves that the women played a great part in electing Mr. Eisenhower 
last fall. We believe it is pretty essential to the sec urity of this 
country and to the welfare of the rest of the world to give him ample 
time in ~ h to review the situations that exist today. 

We do favor letting him have the year in which to make up his 
mind and see what is good for the country. We will be glad to stop 
with that. 

The Cuarrman. We thank you very much for your presentation. 
You may make your written statement a part of the record. 

(Statement referred to follows :) 


RECIPROCAL TRADE AGREEMENTS PROGRAM 


I am Sally Butler, legislative research director of the General Federation of 
Women’s Clubs, which | a membership of 514 million women in the United 
States, with a voting membership of 815,000. The General Federation supports 
or opposes legislation only after it has been given authority to do so through 
resolutions adopted at national conventions. 

All except emergency resolutions are mailed in the convention call to mem- 
ber clubs 6 weeks before the national meeting. This enables them to take action 
and, if desired, instruct their delk gates 

The General Federation of Women’s Clubs has Supported the Reciprocal Trade 
Agreements Act continuously since its inception and believes that this act makes 
possible the most equitable system of trade among the nations. It believes fur- 
ther that under the reciprocal trade-agreements program, price ranges for im- 
ports have been kept more reasonable at the consumer level, which in turn affect 
the standard of living in the United States of America. 

It is the opinion of the General Federation of Women’s Clubs that the exten- 
sion of the Reciprocal Trade Agreements Act, as it now is without any major 
changes for the 1 year as requested by President Eisenhower on May 2, 1953, is 
essential to the economic welfare of the United States, as well as the rest of the 
free world 

The women of the General Federation played an important part in the election 
of President Eisenhower and, as practical homemakers, they understand the 
necessity of supporting the President's request that a commission be set up to 
prepire a program of reciprocal trade in conformity with our foreign program 
designed to promote good international relations. 

The raising of tariffs now might well force other nations to increase their 
trade with Russia and her satellites, perhaps against their desires. It would 
almost inevitably result in retaliatory measures against our trade. People must 
live and therefore purchase necessities where they get the best bargain. 

Stalin said, in 1924, that the Soviet leaders could now reliably assume that 
Britain and France would gradually break from the embrace of the United States. 
At the time of his death in 1955, there was some evidence that his prediction was 
being fulfilled. We must use our greatest ingenuity to prevent the weakening of 
our friendship with our former allies 

Higher tariffs right now, when many nations are just beginning to make real 
headway toward their own economic recovery, could well upset their progress and 
divert their trade into the realm of our enemies. 

The General Federation of Women’s Clubs gives its support to the program 
of our President, believing it is in the best interest of the United States as well 
as the rest of the free world. We believe that the reciprocal trade agreements 
program is essential to the maintenance of a high standard of living in this 
country and to a rising standard of living for the rest of the free world. We 
therefore urge that the Reciprocal Trade Agreements Act be extended without 
major change for the 1-year period requested by President Eisenhower. 


The CyHairman. I will call the next witness, Mr. Bernard Smith, 
and allow him 3 minutes. 
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STATEMENT OF BERNARD B. SMITH, COUNSEL, THE AMERICAN 
TRADE ASSOCIATION FOR BRITISH WOOLENS, NEW YORK CITY 


Mr. Smiru. I filed a statement for the convenience of the committee. 
I would like a few moments to highlight one point. 

The Cuatrman. Very well. Will you again give your full name and 
address ¢ 

Mr. Smiru. Bernard B. Smith, counsel, American Trade Associa- 
tion for British Woolens. 

I simply want to highlight that under the terms of this bill, because 
of the limitations on the power of the President, we can find ourselves 
protecting an industry that we do not intend to protect. I simply 
want to point out that in the 5-year period from 1947 to 1952, man- 
nade fibers used in the United States increased from 0.8 to 4 percent of 
all textiles, while in the same period wool dropped from 11 to 7.4 
percent. 

So the increased use of manmade fibers was precisely equal to the 
displacement of wool in use in the United States. 

The point I want to bring home here is the fact that any attempt 
to provide increased tariffs or quantitative limitations on the use of 
wool will protect not the American wool grower, not the American 
wool industry, but will protect only the manmade fiber industry at a 
cost, in the last analysis, to the American consumer in the cost of his 
wool clothing. ‘Thank you very much. 

The Cuamman. Thank you, sir, for your presentation. 

(Mr. Smith’s prepared statement follows :) 


STATEMENT PRESENTED BY BERNARD B. SMITH IN BEHALF OF THE AMERICAN TRADE 
ASSOCIATION FOR Britis WooLENs, INC. 


The membership of the American Trade Association for British Woolens, Inc., 
consists of the leading importers of British woolens, the leading clothing manu- 
facturers who use British cloth in the fabrication of clothing, and the leading 
retail and department stores who feature garments made of British woolens. 
The vast majority of these firms sell or use American woolens as well as British 
woolens. 

All of these firms are engaged in business in the United States, pay taxes to our 
Treasury, employ American labor, and rely in part at least on British woolens in 
the operation of their respective American business enterprises. They are, there- 
fore, necessarily concerned with the tariff policy of the United States insofar as 
it affects the flow of British woolens to American shores. 

In opposing in this statement the limitations on the power of the President, 
provided for under H. R. 4294, introduced by Representative Richard M. Simpson, 
we propose to concern ourselves primarily with the following considerations: 

(1) The need for the maintenance of a consistent policy by the United States 
with respect to imports. 

(2) Trade relations between the United States and the United Kingdom. 

(3) A comparison of the woolen industry in the United Kingdom and in the 
United States as they relate to H. R. 4294. 

(4) The rising use of manmade fibers in the United States as it will relate to 
the use of wool if H. R. 4294 is adopted 

Before proceeding with the specific subjects to which this statement will 
address itself, I should like to remind this committee that woolen exporters 
in the United Kingdom and importers in the United States have proceeded on 
the assumption that our Government, as a matter of affirmative policy, is 
dedicated to the purpose of expanding trade among the free nations of the 
world and not in contracting such trade. Until such time as the Government 
of the United States indicates by direct action that its national policy is one of 
contracting world trade, we are presupposing that neither this committee nor 
the Congress nor the administration intend to deviate from a national policy 
of maintaining, if not actually expanding, the volume of world trade 
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Too many witnesses have appeared beforé the committee in support of the 
concept of expanding the trade between the free nations of the world to take 


the time of this committee by presenting again the reasons which I regard as ~ 


sound, which underlies such a policy. On the assumption, therefore, that this 
committee believes that the best interests of the United States will be served 
by the maintenance and, ultimately, expansion of trade between the free nations, 
this statement will address itself to H. R. 4294 as it affects the exports of British 
woolens to the United States and the importation and use thereof within our 
country. 


I rHE NEED FOR THE MAINTENANCE OIF A CONSISTENT POLICY BY THE UNITED 
STATES WITH RESPECT TO IMPORTS 


sritish woolen and worsted mills sell the output of their looms in the home 
markets in Great Britain and in other countries all over the world, inclusive 
of the United States of America. The woolens and worsteds which they sell 
in this market are on the whole classes of goods that are difficult to manufac- 
ture, that require painstaking care, for it is these classes of goods alone that 
are in demand in the United States. The clothing industry in America does 
not call upon Great Britain to provide them with the garden-variety type of 
cloths that are mass-produced by our great vertical mills in the United States, 
‘The kind of goods that we call upon Great Britain to make for our clothing 
industry here are largely exclusive in character and are not readily sold, there- 
fore, in other markets which do not demand of Great Britain the degree of 
perfection and exclusivity of design and fabric that this market demands. 
Accordingly, only a small fraction of the mills of Great Britain are prepared 
to go to the great pains and trouble that servicing the American market requires. 
The importers and users of British woolens in the United States are therefore 
obliged to solicit British manufacturers to service this market rather than 
sritish manufacturers soliciting the American market. Our clothing industry 
in America decides the kind of styles and designs they require of British mills 
for the American market, and, in fact, demand not only unusual styles and 
designs, but fabrics far lighter in weight than the fabrics produced for use in 
the United Kingdom and most other markets. 

If British manufacturers are to be induced to continue to service the American 
market in keeping with its requirements, they will require assurance that the 
ports of the United States will consistently remain open for the products of their 
looms. It takes many years before British fabrics can be evolved that will meet 
the specific demands of this market. If, once these fabrics are evolved, our 
Government should threaten to limit quantitatively, or by increased tariff the 
low of such woolens to the United States, the British will have no alternative 
but to abandon this market for markets in which such threats do not exist 
The threat, therefore, implicit in this bill in limiting the power of the President 
to carry out an affirmative policy of this Government in world trade, is calcu- 
lated to contract the flow of British woolens to this market as readily as by 
an actual increase in tariff. The mills of Great Britain cannot afford to design 
the hard-to-make goods that this market requires without assurance and cer- 
tainty that this market will, for the foreseeable future, remain open to them. 
The threat of violent change in tariff rates, the threat of change through the 
imposition of quotas is calculated inevitably to contract the export of British 
woolens to the United States 

No manufacturer in the conduct of a sound enterprise can allocate a portion 
of his productive machinery annually for the manufacture of goods for a specific 
market if such a market can open and close, contract and expand in keeping with 
the changing forces and changing economy within the specific importing country. 

As will be pointed out later in this statement, the manmade-fiber industry is 
the basic threat to the woolen industry in the United States and not imports of 
British woolens. Under the bill, as here proposed, the British manufacturer 
and the American importer and user of British woolens could become the inno- 
cent victims of the rising strength of the manmade-fiber industry if H. R. 4294 
should be embodied into law For example, section 6, subdivision (c) of H. R. 
4294 provides that if the Tariff Commission should find that a product on which 
a concession has been granted is being imported under such conditions as to 
cause or threaten unemployment of or injury to American workers or producers 
prodneing like or competitive products, that the concession could be withdrawn, 
modified or suspended, or that the quantity of such products could be limited, 
and then further provides that the President must, within 30 days after receipt 
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of the Tariff Commission’s report, take such action as is found by the Commission 
in such report to be necessary. 

The danger of this section is indicated by a recent application of the Textile 
Workers Union to the Tariff Commission seeking an increase in tariff on imported 
wovolens because the flow of woolens to the United States in the vear 1952 had 
materially increased. Under this section of the proposed bill, the Tariff Com 
mission would inevitably make a finding that the flow of woolens into the United 
States represents a threat, for unemployment actually does exist in the New 
England woolen mills. The fact that this unemployment is due primarily to 
the rising tide of manmade fibers in the United States could not serve to prevent 
a finding by the Tariff Commission that the importation of woolens represented 
a threat to employment in the woolen industry in the United States, for so long as 
there is any unemployment, every yard of woolens that reached the shores of the 
United States could well be interpreted as depriving American workmen of the 
right to weave a yard of American woolens to clothe the people of the United 
States. As the language of this paragraph now reads, it would be virtually 
impossible for the Tariff Commission to reach any other conclusion and it 
would be justified to call upon the President to place an embargo on the import 
of woolens to the shores of the United States. If H. R. 4294 should therefore 
become part of the established laws of the United States, the threat implicit 
in the language of such a statute would be sufficient to contract the flow of 
British wovlens to the United States and deprive every clothing manufacturer 
who now relies on British woolens in whole or in part, from persuading Brtish 
manufacturers to make the kind of woolens that they alone are equipped to 
manufacture. With such a Sword of Damocles hanging over the heads of the 
sritish woolen industry, no sound British woolen manufacturer would undertake 
to Weave woolens designed and styled specifically for the American market, for 
it is basically these exclusive Classes of woolens that on the whole can be sold 
in the United States. 

If, therefore, it has become the policy of our Government to contract the flow 
of woolens to the United States, we have nothing more to do than to enact H. R. 
$294, for this act alone, without any further action on the part of the Tariff 
Commission, will serve as notice to the British woolen manufacturer that the 
trade policy of the United States is a contracting one and that therefore this 
liarket must be abandoned in the interests of an independent operation of his 
mill in Great Britain. For precisely the same reasons as are hereinabove set 
forth, we must oppose the proposed amendment contained in H. R. 4294, section 
S (a), subsection (a) of section 22 of the Agricultural Adjustment Act, as 
amended. For, under this section, again the President is proscribed from carry- 
ing out a declared policy of the United States, and under the language of this 
section, whenever there is a contraction in the use of fabric made of wool, despite 
the fact that it may be primarily the result of the use of such substitutes as man- 
made fibers, a limitation on the flow of woolens could become mandatory upon 
the President. For, whenever our wool production is not fully consumed, the 
Tariff Commission would inevitably be obliged to make a finding that imports 
of wool and of woolens are materially affecting quantitatively the use of Amer 
ican wool, In depriving the President of the discretion to examine the entire 
situation as it exists in the United States and as the overall economy of the 
United States is affected, we are again announcing to the world that our world 
trade policy is not only no longer a consistent one, but indeed a contracting one, 
znd under these circumstances, the threat implicit in the proposed amendment 
to section 22 of the Agricultural Adjustment Act, as proposed in H. R. 4294, 
will be sufficient without actually implementing the statute to contract the flow 
of British woolens to the United States, for we must not underrate the sagacity 
of a British woolen manufacturer who must try to operate his plant efficiently 
in the interest of his stockholders, and who must therefore serve markets he 
can rely upon and not markets that are at best elusive and unreliable, and at 
worst contracting. 

And this committee will not, I trust, overlook the fact that in the field of con- 
sumer goods, products serving the same purpose, differ in consumer appeal ; 
British-made fancy worsted cloth, shetland, tweed, cheviot, or tropical worsted, 
while serving the basic purpose of providing material for clothing manufacture, 
differ from each other and from American woolens in consumer appeal. We can 
provide the American public with freedom of choice and thereby increase con 
sumer demand for clothing made of wool or, by limiting this choice, open the 
door much wider to the manmade fibers which are having such a calamitous effect 
on the use of wool in the United States. 
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And what is true of British woolens is true also of British cashmere sweaters, 
British shoes, British automobiles, and the many other c'asses of consumer goods 
that Britain manufactures and exports to the United States. All these articles 
differ in character to some measurable degree from American goods directed to 
the same purpose. If, for example, the time should come when, while major 
American automobile manufacturers are operating close to capacity, certain of 
the independent car manufacturers are shutting down their assembly lines, with 
consequent unemployment in Detroit, shall we place an embargo on the importa- 
tion of foreign automobiles on the theory, as is implicit in the statute, that it 
might cause or threaten unemployment in these independent automobile factories? 
Do we intend by the proposed statute to deprive the American consumer of the 
right to purchase a British car if he prefers one on the ground that such pur- 
chase will cause unemployment in Detroit? Do we, therefore, propose to lump 
ail woolens in one class as though they were uniforms, and all cars in one class 
as though they were Army trucks? I cannot believe that such a policy does jus- 
tice to the resourcefulness and efficiency of major segments of our economy or is 
in keeping with the basic tenets of the free enterprise system, which is certainly 
not intended to provide by Government fiat protection to those who are neither 
ingenious nor efficient 


II TRADE RELATIONS BETWEEN THI UNITED STATES AND THE UNITED KINGDOM 


The importance of the markets of the United Kingdom to the economy of the 
United States is frequently overlooked. I do not propose here to take the time 
of the committee with an analysis of imports and exports between the United 
States and the United Kingdom during the war period and the years that have 
followed, for these were years of lend-lease, of Marshall plan, and of foreign-aid 
programs and the figures would therefore indicate in too staggering a degree, the 
measure of reliance of American producers on United Kingdom markets. I have 
therefore undertaken to set forth instead an analysis of the total United States 
exports to the United Kingdom and the total of United States imports from the 
United Kingdom for the prewar period—1926—40. 


Trade between United States and United Kingdom 


In thousand dollars 


, Tonk United States United States 

otal United . iit . » tr 

Won States export exports to Percentage imports from 
trade \ nited of total I nited 

Kingdom | Kingdom 

direrage | 

19 *¢ 4, 777, 314 837, 219 17.5 325, 834 

1931-35 2,025, 195 374, 476 18.0 118, 388 

1936-40 3, 219, 581 602, 744 18.7 165, 156 

Source: U. S. Department of Commerce 


As is indicated in the foregoing chart, for the period 1936-40 the average 
annual value of the United States exports to the United Kingdom amounted to 
$602,744,000 worth of goods, while the average annual value of American im- 
ports from the United Kingdom was only $165,156,000 worth of goods. 

On a prewar basis, therefore, we find our country’s exports to the United 
Kingdom flowing at a rate almost four times as large as Great Britain’s exports 
to the United States. Even in the years 1951 and 1952, when Britain was obliged, 
because of its dollar shortage, to impose drastic limitations on the import of 
American products, American exports to the United Kingdom averaged in volume 
more than twice the volume of British exports to the United States. 

In the prewar world, when currencies were freely convertible, it was possible 
for Britain to correct, to some degree at least, the imblance of trade with the 
United States through the conversion into dollars of the currencies it acquired 
through its surplus exports to other markets. Today, with the world shortage 
of dollars, with the monetary restrictions imposed by most of the democracies 
of the world, it finds itself unable to convert its trading surplus (when such a 
surplus exists) with the rest of the world into the dollars it requires to make up 
the imbalance between its exports to the United States and its imports from the 
United States. Its income from securities in the United States has been sharply 
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reduced because British nationals were obliged to sell their securities in the 
United States in the period before lend-lease to pay for the armaments and other 
essential products that Britain was obliged to obtain here in the United States 

ring the period that it waged war singlehanded against Germany and Italy. 

Today, therefore, it is more vital than ever that Britain sharply increase its 
exports to the United States if it is to acquire the dollars required to pay for 
he things Britain must buy in dollars in the United States in order to insure 

economic well-being. Because it has been unable thus far to increase its 
exports to the United States to any material degree, Britain has been obliged to 

arply limit its purchases of goods in this country, to the detriment of Ameri- 
in industry and American agriculture. 

If Britain’s goods are denied access to the American markets because of the 
refusal of the United States to adopt a consistent and sound tariff policy, 
Britain must limit her imports from the United States. Such an exclusion 
f British goods from the American market must inevitably impel the United 
Kingdom to embark upon an intensified program of negotiating preferential 
trade agreements with her dominions and other nations, to the deteriment of 
the American economy, which will seriously injure the dominant role the United 
States must play in the economic life of the free democracies of the world. No 
ne expects on either side of the Atlantic to create a precise balance in the trade 
vetween these two countries. All that can be reasonably anticipated is that, as 
a result of a sound American tariff policy, Great Britain can reduce to a meas- 
urable degree the amount by which her imports from the United States will, 
under reasonably normal conditions, exceed her exports to the United States. 
Recognizing that one of our basic purposes in endeavoring to broaden the base 
nternational trade is to maintain a high level of employment in industry and 
on the farms in the United States, we must be, and are principally concerned with 

aintaining the volume of exports from our factories and farms to Great Britain. 
It is axiomatic that in order to maintain a high level of prosperity in the United 
States, we must expand the world market place for our goods. However, the 
only way in which we can expand the world market over a long period of time 
without the perpetual subsidy of foreign markets, (now disguised under the title 
of a foreign-aid program) is to permit the goods of other countries, such as the 
United Kingdom, to enter our country; for this is the only way in which our 
exports can be paid for on an economically sound basis. 

When we refuse, therefore, to permit a steady flow to the United States of 
products from the United Kingdom, we will start importing—instead of British 
products—unemployment on our plantations and farms and in our mills and 
factories, 

It ought to be abundantly clear that the problem is inescapable—either a 
onsistent and sound tariff policy, which will permit foreign goods to enter our 
harbors in payment of our exports, or economic isolation as the rest of the world 
moves reluctantly into an orbit of world trede from which we must in time be 
excluded—not by any express wish of ours, but as a consequence of the incon- 
stancy of our trade policy. 


ot 


IIf. A COMPARISON OF THE WOOLEN INDUSTRY IN THE UNITED KINGDOM AND IN THA! 
UNITED STATES AS THEY RELATE TO H. R, 4294 


The American market for woolen and worsted piece goods is concededly the 
nost exacting in the world. The kind of British woolens that American im- 
porters are prepared to use here are the most difficult to manufacture. Even 
when prices of British woolens are competitive with prices of those woolens 
manufactured in the United States, American users find it economically unde- 
sirable to rely to any marked degree on British woolens in the economy of their 
perations. The reasons therefor are fairly obvious. Deliveries of British 

oolens Which normally constitute the major portion of woolen imports to the 
United States, are long delayed. Nine months’ delivery is today a minimum 
period within which British worsteds can be landed in the United States from 
the time of the placing of the order therefor. The American clothier, however, 
can purchase his requirements of American woolens from American woolen 
manufacturers, for delivery within 3 or 4 months of the time of the placing of 
the order therefor. Few clothiers can afford to place orders for woolens for 
lelivery on anything longer than a seasonal basis, which means less than 6 
months. For the velocity of style change in the United States is so great that 
placing an order for woolens to be delivered 9 months hence is a hazard that few 
clothiers can afford to take. 
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The clothier in placing an order, recognizes that the style for a succeeding 
season is likely to be sharply different than that for the season following the 
placing of his order. This condition serves as a self-contracting mechanism on 
the flow of British woolens to the United States. Moreover, if the clothier 
should find that certain of the styles of these woolens prove very popular, and 
the suits he manufactures therefrom, it is impossible for him to secure repeat 
quantities of these British woolens in time for use in the season for which they 
are intended, whereas, in purchasing American woolens, he can always place 
repeat orders for the more popular styles witbin time for the season for which 
they have proven popular. Moreover, the American manufacturer cannot afford 
to travel frequently to Great Britain, 3,000 miles away, for discussions with the 
manufacturers of the cloths with respect to design, style, and pattern, whereas 
in the United States he is in a position to deal directly with the manufacturers 
at their mills and sales offices 

In addition, there exists today, a demonstrable shortage of the type of yarn- 
spinning mills in Great Britain able to spin the fine yarns required for weaving 
cloth for the American market, and there are no signs that there is any possibility 
of expanding the production of such spinning mills. The peculiar needs of the 
American market for British woolens and worsteds, the limited production of 
yarn suited for the American market, together with the economic conditions 
hereinabove set forth, impose definite limitations upon the quantities of British 
woolens which can ever be exported to the United States. If we are now to su- 
perimpose on these limitations the policy implicit in H. R. 4294, namely, that of 
a contracting world-trade policy in the United States, then as has hereinabove 
been stated, without further implementation by Tariff Commission or any other 
governmental agency, the flow of British woolens to the United States will inevi- 
ably contract in keeping with the contraction policy of the Government of the 


t 
United States 


I\ rHE RISING USE OF “‘“MANMADE” FIBERS IN THE UNITED STATES AS IT WILL RELATE 
TO THE USE OF WOOL IF H. R. 4294 IS ADOPTED 


Not infrequently, a policy of protecting one American industry from foreign 
imports results in nothing more than protecting a second American industry 
from the first. This inevitably will be the effect upon the American woolen 
industry if any attempt is made to protect it by increased tariffs or quota 
restrictions on the imports of wool and woolens. The manmade-fiber industry 
(dacron, orlon, nylon, vicara, dynel, and other acrylic polyester and protein 
fibers) derived its greatest impetus for growth in this country during the 9 
onths after the outbreak of hostilities in Korea in June 1950, when the price 
of wool accelerated at such a fantastic rate that manmade fibers found ready 
acceptance in a market that was finding it difficult to absorb the high prices 
of wool. For it is not a few million extra pounds of foreign woolens that are 

ffecting the American market for wool and woolens, but over 200 million pounds 
of manmade fibers, made in America, that is rapidly displacing the use of wool 
n the United States. 

In 1947 the year when the general agreement on tariffs and trade was drawn 
up at Geneva, 11 percent of United States consumption of textile fibers con- 

sted of wool. By 1952 this figure had dropped to 7.4 percent. In the same 
period of time the use of manmade fibers in the United States had increased 
from 0.8 of 1 percent to 4 percent. Thus it appears that the drop in the use 
of wool in the United States is almost precisely equal to the gain in the production 
of manmade fibers. In actual figures, the use of wool during this period went 
down by 224 million pounds, while manmade fibers, in going from 50 million to 
260 million pounds in this 5-year period, had increased by 210 million pounds. 

roday, consumer demand for manmade fibers is such that there is scarcely a 
fine-clothing manufacturer in the United States who can undertake to manu- 
facture a line of clothing unless in such line is clothing made either entirely 
of manmade fibers, or of a blend containing manmade fibers. And with com- 
panies of the size of du Pont de Nemours, American Viscose, Monsanto Chemical, 
American Cyanamid, Eastman Kodak, Union Carbon & Carbide, and Allied 
Chemical, and others, devoting in the aggregate hundreds of millions of dollars 
toward plant and equipment for the production of manmade fibers, we can be 
sure that we are now only at the threshold of an increasingly substantial dis- 
placement of wool as a fiber by the manmade variety. 

It is submitted that it is scarcely sound policy to increase tariffs on wool 
and woolens, or to impose quota restrictions thereon, because of unemployment 
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in New England mills, when the sole effect thereof will be to protect not the 
New England woolen industry, but the manmade-fiber industry now mushrooming 
at an accelerated pace in the Southeast of the United States. If we are thinking 
of protecting the New England woolen mills, we need more a tariff barrier on the 
Mason-Dixon line than one on the Atlantic coastline. 

It should be scarcely necessary to argue against a policy of making wool 
increasingly less competitive to its chemical tival by imposing quota restrictions 
or increased tariffs on imported wool and woolens The exclusion of a few 
million extra pounds of woolens, stemming from several hundred small mills 
n Great Britain, is not going to resolve the problem of unemployment in New 
England mills. 

If, indeed, we want to protect the American wool grower and the American 
woolen industry, we Inust protect it against the manmade fibers produced within 
our own country, by reducing the price of wool by subsidy and not by increasing 
it by tariff or quota restriction The first course will improve the competitive 
position of wool; the latter course, in increasing the domestic cost of woolens 
will serve only to protect the very manmuade-fiber industry which has produced 
the decline in wool use in the United States 

Che bill before this committee would make the President the administrative 
servant of the Tariff Commission, bound to carry out its dictates regardless 
of the President’s own judgment of the effect of such dictates on American world 
trade policy. It would subordinate this trade policy to every segment of Amer 
ican industry and to every labor union in the United States. 

It is therefore respectfully urged upon this committee that the President's 
power to enter into reciprocal trade agreements with the free nations of the 
vorld be not fettered by the strangulating limitations contained in the bill be 
fore this committee, so that the President, in carrying out the trade policy of 
he United States, can exercise his judgment and wisdom exclusively in terms 
of the national interest as a whole. 

The CuarrMan. The next witness will be a 3-minute witness also. 
Our next witness is Mr. Steele L. Winterer, president of the A. & M. 
Karagheusian, Inc., Carpet Institute, Inc., New York City. 


STATEMENT OF STEELE L. WINTERER, PRESIDENT OF A. & M. 
KARAGHEUSIAN, INC., CARPET INSTITUTE, INC., NEW YORK 
CITY 


Mr. Winrerer. My name is Steele Winterer. I would like permis 
sion, Mr. Chairman, to read about a page and a half of my prepared 
statement and to submit the rest for the record. 

The Crarman, All right. 

Mr. Winterer. I am president of A. & M. Karagheusian, Inc., and 
I am here today on behalf of my own company and the Carpet Insti- 
tute, Inc., a trade organization whose members produce 90 percent of 
the wool carpets and rugs made in this country. We, as an industry, 
directly employ 31,000 people and, of course, furnish employment to 
thousands of other American workmen who produce the materials 
and supplies we purchase outside. Because domestic wools are too 
fine and too soft, all wools we use are imported. In this importation 
we create large dollar balances abroad. A capsule description of our 
industry is that we import jute and wool from all corners of the world, 
add American dyestuffs, American cotton, American labor and sell 
the resultant product in the American market. 

Our position on the issue before this committee is that we are not 
opposed to the President’s recommendation for a 1-year renewal of the 
Trade Agreement Extension Act of 1951 because such renewal should 
enable the new administration to get its bearings. We are, naturally, 
deeply concerned about the feature of the act which would permit any 
further reductions in the rates of duty on wool carpets and rugs 

32604—53 114 
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entering this country. Certain provisions of Representative Simpson’s 
bill would be more to our liking, and we assume that some sound middle 
ground will be reached as a result of these hearings that will be best 
for this country. 

The Cuarrman. We thank you for your appearance and the infor- 
mation you have civen the committee. 

(Statement referred to follows:) 


STATE MEN y STEELE L VINTERER, PRESIDENT A. & M. KARAGHEUSIAN, IN« 
IN Recarp To H. R. 4294 


My name is Steele Wintere1 I am president of A. & M. Karagheusian, Inc., 


and I am here today on behalf of my own company and the Carpet Institute, 
Inc., a trade organization whose members produce 90 percent of the wool car- 
pets and rugs made in this country. We, as an industry, directly employ 





31,000 people and, course, furnish employment to thousands of other Ameri- 
can workmen who produce the materials and supplies we purchase outside. 


Because domestic wools are too fine and too soft, all wools we use are im- 
porte In this importation we create large dollar balances abroad. A cap- 
sule description of our industry is that we import jute and wool from all cor- 


ners of the world, add American dyestuffs, American cotton, American labor 
and sell the resultant product in the American market. 

Our position on the issue before this committee is that we are not opposed 
to the President's recommendation for a 1-year renewal of the Trade Agree- 
ment Extension Act of 1951 because such renewal should enable the new ad- 
ministration to get its bearings. We are, naturally, deeply concerned about 
the feature of the act which would permit any further reductions in the rates 
of duty on wool carpets and rugs entering this country. Certain provisions of 
Representative Simpson’s bill would be more to our liking, and we assume that 
some sound middle ground will be reached as a result of these hearings that 
will be best for this country. As good Americans we accept the basic principle 
that carpet manufacturers located in friendly nations should have access on 
even terms to the American market even though we ean never stretch our 
imaginations far enough to picture our products being competitively sold in 
their markets. 

In the interests of fair play, we believe the carpets manufactured abroad 
should carry only enough tariff to offset their lower direct and indirect labor 
costs. On this basis foreign carpet manufacturers can get a good share of 
the American market, and with their lower costs completely control the rest 
of the free world carpet markets. We believe the present tariff is low and, 
as I will illustrate later, certainly enables the foreign manufacturer to take 
an ever-increasing share of this market. We are firmly committed to the belief 
that the American market that is viewed enviously by the rest of the world 
exists only because of the high wages paid to American workmen. Americans 
have money left over after subsistence to buy additional material comforts 
and that makes this envied American market. The greatest share of this 
disposable income is created by the production of products consumed in the 


American arket Income will rapidly decline if the number of people pro- 
ducing domestic consumption is reduced. We also believe that our export 
trace w eventually be confined to those products produced with a minimum 
of labor, so if the American market is taken over by imports in order to in- 


crease the export opportunities, fewer people are going to be employed. If 
fewer people are employed the envied American market will decline in import- 
ance and thus in the long run our foreign friends will lose also. Along this 
line, we were relieved to see that Secretary Dulles made the statement before 
this committee that he does not believe that domestic agriculture and indus- 
try should be sacrificed in the interest of exports. 

Although all types of rugs which are imported into the United States enter 
into direct and indirect competition with the output of the American carpet and 
rug industry, our principal concern is with the products covered by paragraphs 
1116 (b) and 1117 (a) of the Tariff Act of 1930. In general these products are 
woven machine-made carpets and rugs of all major types, weaves, and descrip- 
tions, which are comparable with the axminster, wilton, and velvet carpets and 
rugs constituting the bulk of the domestic industry’s output. In the Tariff Act 
if 1930, the rate of duty on these imported items was 60 percent, ad valorem. 
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This rate was reduced in 1939, again in 1948, and once more in 1951. At present 
it stands at 25 percent, ad valorem, less than half of what it was 23 years ago. 

Rapid increases in imports have taken place under the current rate of duty. 
In January of this year, machine-made carpets and rugs were entering the coun- 
ry at the rate of 3,300,000 square yards a year, and since 1945, the annual rate 
f growth in imports of this type has averaged 36 percent per year. Domestic 
utput during the same period increased on the average only 644 percent per year 
This, I submit, is evidence that the present duty is no barrier. We are con 
inced that the foreign producer can bypass the present rates of duty as a result 
of advantages in labor. For example, in October 1952, the average earnings of 
workers in the British carpet and rug mills amounted to $26.20 per week. It is 
robable that earnings on the Continent were even lower. In the same mont 
employees in the American carpet mills received, according to Government 
sources, $71.71 per week and this figure does not include additional and costly 
benefits in the form of pensions, hospitalization, paid vacations, and the like. 
This direct cost differential is only part of the story. Additional factors increas 
ng the relative cost of American carpets are high American wages paid to coal 
miners, transportation workers, and suppliers of all types. 

American producers do not have any advantage over foreign producers in 
regard to style, design, and technical efficiency. As I will show you in a moment, 
American patterns and designs are being copied to the extent that it is impossible 
for the consumer to tell the difference. Unfortunately, in an occasional store, 
an unbranded foreign copy is often sold as the branded American article. 
Furthermore, foreign rugs and carpets are being produced on modern 12-, 15-, 
and 18-foot looms, many of which have been bought in the United States with 
funds supplied by the mutual security program and its predecessor the Economic 
Cooperation Administration. American carpet manufacturers have absolutely 
no mechanical advantage over a foreign producer. Importers and dealers are 
taking our best-selling products abroad to be copied and returned to this country 
it a lower price. So, whether we like it or not, we have assumed all styling costs 
for the foreign producers. In order to develop and maintain an interest in 
carpets, the American manufacturers generally advertise to help create this 
interest. The foreign manufacturer fills the want without that expenditure 

In addition to importing all of its wool, the American carpet industry also 
uses large amounts of imported jute and jute yarn, and these purchases create 
substantial dollar balances abroad. Wool purchases alone have averaged $100 
million a year over the last 5 years. However, to the extent that domestic 
production of carpets and rugs is displaced by imports, purchases of imported 
wool and jute may be reduced and dollar credits lessened in the countries which 
export these products. It is by no means clear that it is in our national and 
international interest to shift such dollar credits from the wool- and jute 
exporting countries to the carpet manufacturing and exporting countries In 
fact, the establishment of dollar credits in the countries which are the sources 
of carpet wool and jute may be more important to this country economically and 
politically than the establishment of dollar credits in the countries which are 
carpet and rug exporters. 

Our wool and jute come principally from Iran, Iraq, Exypt, Argentina, New 
Zealand, Scotland, Portugal, India, and Pakistan. Carpets are imported princi 
pally from Belgium, Italy, Holland, Germany, and Great Britain, with Belgium 
accounting for over 70 percent of the total. 

Competition in the American industry is at a peak as a result of the postwar 
introduction of new fibers and new methods of production. The industry is now 
made up of several hi ndred producers of floor coverings made of wool, cotton, 
wool and rayon blends, and other man-made fibers. Many mills which formerly 
produced only woven wool carpets now. produce both woven and tufted cotton 
carpets as well. In fact, in the South many new cotton carpet plants have been 
opened up. We are building one ourselves in Albany, Ga. These developments 
ire healthy for the national economy for they have brought about new markets 
and new jobs for American workers. Imports, on the other hand, have the 
opposite effect, for every time a yard of carpet is brought into the United States, 
approximately 1 hour of American labor is displaced. We, as an industry, are 
willing to meet our foreign competition on equal landed cost terms in the Ameri 
can market, but we don't think it is doing anyone any good any place to give 
idditional advantage to their cheap labor and eventually abandon the American 
market to them 

Under the present tariff of 25 pereent, the foreign producer is getting an ever 
ncreasing share of the American market. There are two reasons for this. One 
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is that the foreign product is generally able to undersell the American product, 
ind another very important reason is that many retail outlets prefer to sell an 
inbranded product. With all facts in mind it is clear that the present tariff is 
low But we are willing to support the administration in its proposal to extend 
the policy of reciprocal trade for another year. However, we feel that such an 
extension should be bolstered by limitations which would prevent injury to Ameri 
can industry and labor standards, 


The Cuatrrman. The next witness is Mr. Oliver Williams. 
STATEMENT OF OLIVER WILLIAMS, NEW YORK, N. Y. 
Mr. Wituiams. May I suggest, Mr. Chairman, that I omit some of 


this. and put the correct co Pv into the record ¢ 

Phe CuatrrmMan. Wi thout ‘objection it is so ordered. 

Mr. Witu1ams. My name is Oliver Williams and I am in the real 
estate business in New York City. I ap ypreciate this opportunity to 
present a point of view of no group, but of all citizens, in favor of 
extending the Trade Agreements Act with the elimination of the 

lause, “peril point” and comparative cost-of-production 
provisions. 

It is doubtless true that most legislation is a compromise. But if 
we set up ho principles there ay be a catastrophe instead of a com- 
promise. It seems that certain facts ave not being stressed, which 
indicate the urgency of lowering ratherthan raising our trade barriers 
In any renewal of the Trade Agreements Act. 

In the first place, the assumption that tariffs can protect American 
workers and farmers from the lower wage levels of poorer lands is a 
costly error. We « ‘an only @ain by competing wit h other peoples— 
but not by copying their labor lous types of production and by assum- 
ing their handicaps, which is what tariffs make us do. We should 
ask “Why are wages higher in the United States?” The answer is 
that wage rates are set by a process of supply and de mand, The supply 
of workers in America is properly limited by immigration restrictions, 
and on the demand side we have the greatest amount of invested 
capital in the world for each worker. 

The constant bidding between expanding units of capital for the 
ervices of a virtually fixed number of oper: utives, has raised the price 
of a man’s time higher here than it is in any other country. In our 
principal steel-producing concern the amount is $12,000 and in its 
new Fairless plant above Philadelphia the capital per worker will be 
$75,000, The enterprises which embody the greatest amounts of 
capital per worker are in general those which have attained the lowest 
costs of operation per unit of output. America has the lowest cost 
per unit in the world in the quantity output of certain things which 
can be called key products and the factories and farms producing them 
are the pacemakers of our high-wage system. Paul G. Hoffman, in 
Peace Can Be Won, tells of how a valve-grinding operation cost $10 
in the United States, but $18 in England; 1 American workman using 
a power grinder was paid $4 for the work while in England 3 men 
working by hand received an average of only $2.60 each. 

The greater the amount of new investment in productive industry, 
the faster will be the rate of increase in the American wage level. 
And a corollary of the free expansion of profitable enterprises is an 
unsentimental willingness to abandon other ones. Our great indus- 
trial centers—the world’s leading sources of manufactures in peace and 


escape ( 
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in war—could never have arisen had we protected all of the industries 
and plants which lost men and thus lost out in the competitive process. 

The silent auction of the labor market diverts men to the more 
profitable factories and farms. If we were to permit genuine free en- 
terprise in America, the bidding at this auction would heighten, and a 
general category of industry would contract in our progress toward 
higher standards. This is industry in which handwork without bene 
fit of much capital predominates and which could be carried on in our 
interest abroad—sewing gloves, for example, and embroidering, mak- 
ng handwrought jewelry and toys, and jomer work in shipbuilding. 
Converse ly, if overseas peoples who have less ¢ apits al per wor ker than 
we do are to let us engage in higher paid work through an exchange 
of merchandise, that is the sort of work which they will carry on, 
‘ his interaction of domestic and overseas production presents an argu 

nentative straw to be grasped at by the American producers who are 
on the loss side of the profit and loss system and want the American 
public to absorb the loss. If they receive tariffs to make up the 
margin between the so-called foreign low wages which are all that 
they can pay and the higher wages which their men are offered to 
shift to a profitable business, they are not paying these higher wages 
The American consumer is paying them through the price increase 
caused by the tariff. 

Unfortunately, the payment of this margin by consumers, to avoid 
this healthy shift, has ‘become our national policy. It is expressed in 
the theory, written into our tariff law, that regardless of the sort of 
production, the tariff rate must make up the difference between the 
general labor cost here and abroad. ‘This fallacy should be removed 
from the law. 

The so-called fair-trade policy is a fear-trade policy. In pursuit 
of it the United States has been like a chemical engineer who spent 
his mornings in washing cars on the ground that garage attendants 
were paid less than engineers. And in compliance with this idea the 
United States Tariff Commission has made exhaustive studies and 
reports to the President, one of which concerned the exact difference 
in the cost of producing live bobwhite quail in the United States and 
Mexico. In similar fashion the escape clause and peril-point pro- 
visions of the Trade Agreements Act, which apply a ene glass 
to every industry affected regardless of how unprofitable it may be to 
itself and to the country, could result in a self-imposed b lockade of 
the Nation and should be taken out of the law now before it is too 
late. 

Since there is practically no increase from year to year in the pro- 
ducing power of handworkers, we must construct machinery and 
plant as quickly as possible. The formation of this desired new capi- 
tal is braked—Wall Street is prevented from helping to pave Main 
Street—if we continue to abandon free enterprise in favor of a planned 
uneconomy which forces business expansion in the direction of the 
handwork which less-favored nations cannot avoid if they are to work 
at all. 

In the second place, our tariffs at their present height prevent Amer- 
ican capital from responding to the challenge of the underdeveloped 
areas of the world. The issue here is our willingness to save more 
and to invest part of our savings overseas, versus the overthrow of 
freedom in this world. One billion people in the untooled regions of 
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the world average only $80 a year in earning power, compared with 
$473 for Western Europe and $1,453 for the United States. If the 
West continues to lack the enterprise to instill hope for a better life 
in the minds of these peoples, is it not probable that these vast areas 
will be pulled back of the Iron Curtain? Which means all of Asia 
and Africa. 

Our falling short of the adequate use of our resources to increase 
overseas productivity leads to a question not touched upon in the 
Advisory Board’s report—why should Americans invest their savings 
or the proceeds of their taxes abroad if their own Government con- 
tinues to leave tariff rocks in the channels of its earnings? Indonesia, 
for instance, is trying against odds to establish herself as a going 
democracy, and the fact that her exports of strategic materials are 
only about half of prewar volume is forcing her to move in a direction 
opposite to a free economy. Indonesia is having difficulty in earning 
foreign exchange to buy the western products which are vital to her. 
and in January 1953 she set up exchange controls, with no exchange 
at all to be granted for the import of 27 items. Indonesia has reserves 
of manganese ore, and for every ton of steel made in the United States 

pounds of manganese are required for its strengthening. Only 
one-half pound of this 13 pounds is domestic, yet we maintain an 
import tariff on manganese metal of 1% cents per pound and 15 
percent of value. 

In reviewing the Trade Agreements Act all tariffs on raw materials 
should bee liminated, and the proposal to make exchange-rate manipu- 
lation by foreign countries a reason for our imposition of counter- 
vailing duties should be dropped. Removing our duties would make 
our goods convertible by exchange with the goods of our customers. 
This would make currencies convertible, because they are yardsticks, 
and would make it unnecessary for us to pay any export subsidy, 
as we now do for wheat. 

In the third place, national security has no place in a tariff law and 
the current proposal to put it there : should be denied. 

The Crarman. Time is getting very short. You have filed your 
statement, have you ¢ 

Mr. WiiuiamMs. Yes, sit 

The Cuatman. I will appreciate it very much if you will make it 
a part of the record. Thank you very much for your appearance and 
consider: tion. 

(Statement referred to follows:) 


STATEMENT ON H.R. 4294 ¢ HE EXTENSION OF THE TRADE AGREEMENTS ACT 

My name is Oliver Williams and I am in the real estate business in New York 
City I reciate this opportunity to present a point of view of no group, but 
of all citizens, in favor of extending the Trade Agreements Act with the elimina- 
tion of the escape clause, peril point and comparative cost-of-production pro- 
VISIONS 

I doubtless true that most legislation is a compromise. But if we set up no 
pri ples there may be a catastrophe instead of a compromise. It seems that 
certain facts are not |} g stressed, which indicate the urgency of lowering 
rather than raising our trade barriers in any renewal of the Trade Agreements 
Act 

In the first place, the assumption that tariffs can protect American workers and 
farmers from the lower wage levels of poorer lands is a costly error. We can only 


gain by competing with other peoples—but not by copying their laborious types 
) 


of production and by assuming their handicaps, which is what tariffs make us do. 
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We shoud ask, “Why are wages higher in the United States?’ The answer is 
that wage rates are set by a process of supply and demand. The supply of work- 
ers in America is properly limited by immigration restrictions, and on the de- 
mand side we have the greatest amount of invested capital in the world for each 
worker. The constant bidding between expanding units of capital for the serv- 
ices of a virtually fixed number of operatives, has raised the price of a man’s 
time higher here than it is in any other country. 

In our principal steel-producing concern the amount is $12,000, and in its 
new Fairless plant above Philadelphia the capital per worker will be $75,000. 
The enterprises which embody the greatest amounts of capital per worker are 
in general those which have attained the lowest costs of operation per unit of 
output. America has the lowest cost-per-unit in the world in the quantity 
output of certain things which can be called key products, and the factories and 
farms producing them are the pacemakers of our high wage system. Paul G. 
Hoffman, in Peace Can Be Won, tells of how a valve-grinding operation costs $10 
in the United States, but $18 in England; 1 American workman using a power 
grinder was paid $4 for the work while in England 3 men working by hand re 
ceived an average of only $2.60 each. 

The greater the amount of new investment in productive industry, the faster 
will be the rate of increase in the American wage level. And a corollary of the 
ree expansion of profitable enterprises is an unsentimental willingness to aban- 
don other ones. Our great industrial centers—the world’s leading sources of 
manufactures in peace and in war—could never have arisen had we protected 
all of the industries and plants which lost men and thus lost out in the com- 
petitive process. 

The silent auction of the labor market diverts men to the more profitable fac- 
tories and farms. If we were to permit genuine free enterprise in America, the 
bidding at this auction would heighten, and a general category of industry would 
contract in our progress toward higher standards. This is industry in which 
handwork without benefit of much capital predominates and which could be car 
ried on in our interest abroad—sewing gloves, for example, and embroidering, 
making hand-wrought jewelry and toys, and joiner work in shipbuilding. Con 
versely, if overseas peoples who have less capital per worker than we do are 
to let us engage in higher-paid work through an exchange of merchandise, that 
is the sort of work which they will carry on. This interaction of domestic and 
overseas production presents an argumentative straw to be grasped at by the 
American producers who are on the loss side of the profit-and-loss system and 
want the American public to absorb the loss. If they receive tariffs to make up 
the margin between the so-called foreign low wages which are all that they can 
pay and the higher wages which their men are offered to shift to a profitable 
business, they are not paying these higher wages. The American consumer is 
paying them through the price-increase caused by the tariff. 

Unfortunately, the payment of this margin by consumers, to avoid this healthy 
shift, has become our national policy. It is expressed in the theory, written into 
our tariff law, that regardless of the sort of production, the tariff rate must 
make up the difference between the general labor cost here and abroad. This 
fallacy should be removed from the law. The so-called fair-trade policy is a 
fear trade” policy. In pursuit of it the United States has been like a chemical 
engineer who spent his mornings in washing cars, on the ground that garage 
attendants were paid less than engineers. And in compliance with this idea 
the United States Tariff Commission has made exhaustive studies and reports 
which concerned the exact difference in the cost of pro- 
ducing live bobwhite quail in the United States and Mexico. In similar fashion 
the escape clause and peril point provisions of the Trade Agreements Act, which 
apply a magnifying glass to every industry affected regardless of how unprofit- 
able it may be to itself and to the country, could result in a self-imposed block 
ade of the Nation and should be taken out of the law now before it is too late. 

Since there is practically no increase from year to year in the producing power 
of hand workers, we must construct machinery and plant as quickly as possible. 
The formation of this desired new capital is braked—Wall Street is prevented 
from helping to pave Main Street—if we continue to abandon free enterprise 
in favor of a planned uneconomy which forces business expansion in the direc 
tion of the hand work which less favored nations cannot avoid if they are to 
work at all, 

In the second place, our tariffs at their present height prevent American capital 
from responding to the challenge of the underdeveloped areas of the world The 
issue here is our willingness to save more and to invest part of our savings over 


“if 
to the President, one of 
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seas, versus the overthrow of freedom in this world. One billion people in the 
ied regions of the world average only $80 a year in earning power, com- 
with $475 for Western Europe and $1,453 for the United States. If the 
ontinues to lack the enterprise to instill hope for a better life in the minds 
se peoples, is it not probable that these vast areas will be pulled back of 
the Iron Curtain which means all of Asia and Africa? 


Our falling short of the idequate use Of our resources fo increase bverseas 





} 


productivity leads to a question not touched upon in the advisory board’s re- 


port vhy should Americans invest their savings or the proceeds of their taxes 
abroad if their own Government continues to leave tariff rocks in the channels 
w its earnings? Indonesia, for instance, is trying against odds to establish 
herself as a going democracy, and the fact that her exports of strategic ma- 
terials are only about half of prewar volume is forcing her to move in a direc- 

opposite to a free economy Indonesia is having difficulty in earning for- 
eign exchange to buy the western products which are vital to her, and in Jan- 





uary 1953 she set up exchange controls, with no exchange at all to be granted 
for the import of 27 items. Indonesia has reserves of manganese ore, and for 
every ton of steel made in the United States 13 pounds of manganese are re- 
quired for its strengthening. Only one-half pound of this 13 pounds is domestic, 
yet we maintain an import tariff on manganese metal of 1% cents per pound and 
15 percent of value 

in renewing the Trade Agreements Act all tariffs on raw materials should be 
eliminated, and the proposal to make exchange rate. manipulation by foreign 
ountries a reason ror our imposition of countervailing duties should be dropped. 
moving our duties would make our goods convertible by exchange with the 
roods of our customers. This would make currencies convertible, because they 
yardsticks, and would make it unnecessary for us to pay any export sub- 
sidy, as we now do for wheat 

In the third place, national security has no place in a tariff law and the cur- 
rent proposal to put it there should be denied. The free nations are now faced 
with the threat of air and land attack by an armed might which is more secret 
and may be more dangerous than that of the Nazis, who had no atomic bombs 
or planes able to fly over the Arctic to Chicago. Moscow would like us to forget 
this and fall out with our friends, which brings us to the argument that tariffs 
are needed to maintain defense industries. This opinion assumes that we are to 
have no allies with whom we can seriously plan a sharing of defenses. But if 
we make the defense effort a united plan of freedom’s allies, we can have a 
much stronger defense force and at the same time help to reduce the tax burden 
which each citizen is shouldering and which has increased eightfold since 1939. 
It may be desirable to maintain certain domestic plants which are unprofitable 
vet which involve special skills or scarce products, but this does not mean that 

riffs or quotas are needed In sueh cases we should determine what quantity 
of domestie output is required for security, and maintain this amount by direct 
ind limited subsidy. A competitive subsidy principle could be followed by the 


Government by purchasing this quantity from the lowest bidders and selling 




















to the highest bidders, any loss to be considered as being the necessary subsidy. 
This would not restrict world production nor raise the price to American con- 
sumers above the free world-market price, as does the present invisible and un- 

ited subsidy paid by the consumer in tariff-induced price increases. And it 
would not abet the very frustration of the free peoples which the defense program 
should guard against 

A fourth point about the present levels of our tariffs is that they have pro- 
longed the farm crisis and made it chronic. Our oversufficiency in agricultural 
capacity has been stranded by the tariffs impoverishment of our farmer’s poten- 
tial customers overseas. While many of our allies have gone hungry and under- 

lad we have curbed planting and hoarded foodstuffs and cotton fiber on a scale 

unimagined before. The wheat surplus—about half of a crop—is now so great 
that we are storing it in ships—ships that go nowhere, but are moored in our 
rivers. And we face a reimposition of curbs on farm production which may con- 
vert many farmers into surplus labor and force more Americans who believe in 
growing more cotton to go to Brazil to plant it. , 

The device of parity is a means of taxing the consumer by price increases to 
compensate the farmer for the increases which he, in turn, has to pay because 
of tariffs. Carter Glass aptly called these taxes the tweedledum and tweedledee 
of theft. As the situation becomes not only ridiculous but foreboding, we should 
cease the attempt to adjust these twins into giants of the same enormity and 
take steps to dismiss both from the scene. 





oe, 
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American agriculture has been leaning upon exports paid for by overseas 
economic grants. As these are reduced and replaced by Mutual Security pay- 
ments there may be a drop in farm prices which will transfer the “dollar gap” 
to the “parity gap,” and this stopgap may become as politically impossible as 
nonmilitary gifts to our European allies. Our 55 million nonfarm workers 
will not pay higher taxes and may not be receptive to the further devaluation 
of the dollar to continue subsidies to a 15-percent minority of farmworkers 

There is no conflict between farming and industry—the dispute is with the 
neffectives of both. Our protection against fine cured cheese and butter from 
Holland, for example, resulted in that country having to restrict its imports 
of American flour by 24 percent, or 18,000 tons. 

A test of the ability of American agriculture to help make freedom workable 
in the world may come if the Chinese overrun Indochina, Thailand, and Burma— 
the rice bow! which makes up the domestic food shortage of India, Ceylon, Java, 
the Philippines, Formosa, and Japan. The ability of millions of people in this 
area to stay on the free side of the Bamboo Curtain may depend on the avail 
ability of American wheat and rice and it then may be against the law in the 
United States to grow more than a domestic allotment. Unless we are willing 
to gamble on losing the freedom which we are asking our men to struggle for 
n Korea we must set up forthwith a new objective for American farming: 
instead of parity prices we must look to parity income in the only possible 
direction—by removing the farmer’s disparity, the tariff. Then he will be free 
to reap a doubled harvest and use it in trade. There is strength in our farm 
surplus. It is an ace card for the survival of liberty in the world, provided that 
we summon the resolution to take it out of storage and play it—-which the 
amendments introduced by Mr. Simpson, of Pennsylvania, do not permit 

In the fifth place, it is not recognized that the rate of protection given by 
tariffs in the law as it stands is often double the nominal tariff rate, due to the 
markups of distribution. Since the usual markup between the producer and the 
consumer is 100 percent, a tariff of 20 percent of the foreign price often results 
in a retail price increase of 40 percent of the foreign price. 

A sixth point is that in the discussion of the present trade act the claim is 
made that the rates have been reduced to an average level of about 54% percent. 
The official figure for the “average rate of duty on free and dutiable imports” is 
meaningless, however, because it counts only the duties paid on those dutiable 
goods which manage to surmount the hurdles and get in. If all items except 
one had a prohibitive rate of 1,000 percent and the single item to be imported 
had a rate of 1 percent, then the statistical “average rate of duty” would be 1 
percent. Against merchandise of the sort which Britain could deliver we have 
tariffs like that 87% cents per pound and 25 percent of the value on suits and 
overcoats—which is equivalent to about one-third of the English price, before 
the markup. The rate on decorated chinaware is 10 cents per dozen and 70 
percent. On the embroidered woolen gloves which the French can make for us it 
is 90 percent and it is 55 percent on low-priced jewelry. The rate on sherry is 
$1.25 per gallon, which is equivalent to about 40 percent of the foreign price of 
the medium-priced Spanish vintage, or about 85 percent at the retail level. 

In the seventh and most important place we are locked in a bitter war for 
liberty, yet our economic policy at home disheartens freedom the world around. 
If the Chinese elected peace and liberty tomorrow, they could not work freely 
to obtain the American cotton, chemicals, machinery, pumps, and trucks which 
they need. The “Voice of Russia” has reminded them that the United States pre 
vents them from being able to earn these things in trade by tariff taxes such 
as those of 50 percent on tungsten metal, 90 percent on handmade cotton lace 
articles, and 75 percent on cotton rag rugs. 

To summarize, in the absence of Government interference with imports and 
exchange rates, and aside from loans, investment services, and gifts, the value 
of the goods imported will balance that of the exports. And for every hour 
of low-wage employment which is lost because of a new import we shall gain 
an hour of higher-paid employment in an expanding exporting industry. In 
this beneficial transition, which we should make the aim of our policy, helping 
individuals to help the country and themselves is quite another thing than 
taxing the public to pay damages to ill-adapted investments which cannot 
stand on their own feet. And it is a pleasanter task than drafting our youths 
into Army camps in a crumbling world economy. America has been shoring 
up a dam against a flood of economic facts instead of building a sluiceway to let 
the stream give us power. 
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In its recommendations concerning the proposed amendments which would 
raise our tariff barriers, it is to be hoped that the Ways and Means Commitee 
will begin to tear down the nationalistic customs of cultivated mistrust, to 
permit America to lead the free toward unity while there is still freedom 
to lead. 


The CuHatrrmuan. Mr. Isador Lubin, Americans for Democratic 
Action. 

Will you give your full name and the capacity in which you appear ? 
We will be glad to hear you. 


STATEMENT OF ISADOR LUBIN, ECONOMIST, ON BEHALF OF 
AMERICANS FOR DEMOCRATIC ACTION 


Mr. Lusi. My name is Isador Lubin. I am an economic consult- 
ant, and I am appearing here in behalf of the Americans for Demo- 
cratic Action. 

Mr. Chairman, in view of the lateness of the hour, and in order to 
save some strain for you, who I know has been here all day long, 
I wonder if I might file a complete copy of my statement with the 
reporter and just deal only with the latter part of it? 

The CuarrMan. That is very considerate of you, Mr. Lubin. With- 
out objection you can file that statement. I hope you can be a little 
brief on that portion remaining. 

(The statement referred to follows :) 


TESTIMONY OF ISADOR LUBIN ON BEHALF OF AMERICANS FOR DEMOCRATIC ACTION 


I want to thank this committee for the opportunity to appear here and testify 
on behalf of the Americans for Democratic Action. The ADA favors a trade 
policy that is adequate to our needs as a creditor nation, a nation which wishes 
to be paid for its exports. 

President McKinley before the turn of the century, and President Wilson 
after World War I, stated, in substance: “The United States cannot continue 
to sell its products abroad unless it is willing to buy from abroad.” But too 
few Americans have been willing to accept this economic fact of life. The result 
has been that in virtually every year since 1914 the United States has, in effect, 
been giving away a good part of its national wealth and refusing to accept 
payment in foreign goods in return. 

The excess of United States exports over imports during the period since 1914 
has reached the staggering total of more than $100 billion. This fact, more 
th: any other, has pulled vast amounts of gold out of the national purses 
of the world and put it in a deep hole in the ground at Fort Knox. 


In the postwar period from 1946 to 1952 the cumulative dollar deficit of the 
rest of the world with the United States amounted to approximately $34 billion. 
To a very great extent, this dollar deficit has been covered by aid from the 


American taxpayer. A significant part of the balance of the deficit has been 
covered by drains on the gold and dollar reserves of our foreign customers. 

President Eisenhower was so right when he recently stated that international 
trade is a two-way street and that increased foreign trade is not only essential 
to the prosperity of the United States but also a necessary foundation for the 
security and well-being of the free world. 

When the United States Government, with bipartisan support, undertook the 
program of economic assistance to the Marshall plan countries, it was started 
on the premise that we would assist friendly foreign countries to reestablish war- 
torn economies so that they could become strong enough to resist Communist 
aggression from without and Communist subversion, which thrives on poverty 
and distress, from within. 

The United States aid program has always been based on the assumption that 
eventually those nations receiving aid would become self-sustaining. It was 
based on the assumption that unless they become self-sustaining, the political 
and security objectives of the joint defense effort and the cooperative program 
for the development of countries in other areas would be seriously weakened. 
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Some of these countries have reached the stage where they can stand on their 
own feet. But they must pay for the food they must import to feed their people. 

They must pay for the raw materials they require to keep their industries 
going. And like any business firm, the only way they can pay for what they 
need is by selling what they produce. There certainly isn’t much logic in our 
spending billions to help rebuild the economie strength of free nations and then, 
when they have reached the stage where they can pay their own way, erect 
obstacles to their selling goods in the United States so they can earn the dollars 
they need to pay for things they have to buy from us. 

From the time of the establishment of the Economic Cooperation Administra- 
tion, considerable effort has been devoted to programs to increase the flow of 
technology, improve productivity, eliminate barriers to trade, and encourage 
increased exports to the United States by others receiving aid. European busi 
nessmen have been encouraged to come to the United States to study this market 
with a view to increasing sales here. Marketing experts have been sent to 
Europe to give advice and guidance to businessmen on the products for which 
the United States offered a ready market at competitive prices. The countries 
that received aid from us, have in turn, encouraged the establishment of boards 
of businessmen to study the problem of how increased exports to the United 
States could replace dollars received in aid by dollars earned in trade. 

I should like now to turn to H. R. 4294, and point out certain aspects of this 
bill with which the ADA cannot agree. 

As Under Secretary of State Walter Bedell Smith has said, this bill would, 
in effect, change the existing Trade Agreements Act from a tariff-reducing pro 
gram to a tariff-raising program. ‘This result would be brought about primarily 
through the operation of the escape clause and peril-point provisions included 
in the bill. 

Under the present act trade-agreement rates may be increased only when 
necessary to prevent serious injury to a domestic industry as a result of increased 
mports following the granting of tariff concessions, The judgment as to serious 
injury is made by the President on the advice of the Tariff Commission. 

Under H. R. 4294 tariffs would have to be increased if necessary to prevent any 
injury, whether it be serious or not, or to prevent unemployment of any workers 
of any producers. Further, any increase of imports, regardless of the state of 
posperity of the domestic producers, could be regarded as evidence of injury. 
So could any decline in employment in given lines of production or any falling 

ff in output of individual firms or any increase in their inventories. The judg 
ments of the Tariff Commission on escape-clause actions would be final and bind 
ing on the President who would have no authority to set them aside 

Once in operation these provisions would unravel over a wide range of imported 
goods the tariff concessions which we have made to other governments in our 

ade agreements. Even if the bill should be changed to eliminate the mandatory 
feature of the Tariff Commission’s judgments, the Government would be vir- 
tually compelled to withdraw concessions in conformity with these new standards. 

Under the present act the Tariff Commission sets peril points which reflect 
its judgment of the extent to which tariff reductions may not be made in future 
trade-agreement negotiations without causing or threatening serious injury to a 
domestic industry. The President is not required to abide by these peril points 
<o long as he gives an explanation to the Congress in individual cases. 

Under H. R. 4294 a tariff reduction could be considered as “perilous” if it 
resulted in any injury to any domestic producer (and not the domestic industry 
as a whole), or in any unemployment. Again, any increase in imports which 
might be expected from a tariff reduction, would have to be regarded as evidence 
of injury. Furthermore, tariff increases would be compulsory if existing rates 
were found to be perilous. As in the case of the escape clause, the judgments 
of the Tariff Commission on peril points would be binding on the President. 

This feature of the bill alone, quite apart from other aspects, would rule out 
any future international trade negotiations since an effort to negotiate would 
nevitably require the United States to make proposals for rate increases as a 
part of such negotiations. 

When we make trade agreements today we undertake to reduce tariffs, or 
bind ourselves against increases, for a fixed period of time, subject only to 
withdrawal under the escape clause. 

Under H. R. 4294 the United States would be required to violate the tariff 
commitments whenever necessary to increase tariffs to offset disparities in 
domestic and foreign costs of production. The cost-of-production formula 
(see, 336 of the Tariff Act of 1930) is an illogical piece of legislation which was 
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l pplicable to trade-agreement commodities in the Trade Agreements Act 
1934 and in all succeeding trade-agreements legislation. Pushed to its logical 
re the theory of imposing tariffs to equalize costs of production between 

esti | foreign producers —_— prohibit all international trade. 
H.R 44 would impose rigid absolute quotas on imports of crude petroleum 
nto the United States and w wuld increase the existing tariffs on imports of 
lead and zinc. Both of these actions would violate existing trade-agreement 


commitments on those commodities. 
If we reverse our policy by imposing additional restrictions on imports from 
ir allies we will not only be working at counterpurposes to our aid program, 
ut we will also be undermining the mutual defense effort which we have so 
boris y fostered in cooperation with friendly foreign countries. In effect, 
gentlemen, we will be destroying with one hand what we are trying to build with 


Restrictions on trade have a direct relationship to United States programs to 
strengthen the tree world. I would like to cite a few instances of what I mean 

First, the effect on NATO. If our joint defense efforts are to be strong enough 
to stem Soviet pressures, they must be built on a solid foundation of strong 
ndependent nations acting together. This will not occur automatically. It 
requires cooperative action and strong leadership. And the United States must 
furnish that leadership. However, when inconsistencies show up in United States 
policies, reflecting the pressures for restrictions on trade, United States leader- 
ship is weakened. We cannot throw up barriers here while at the same time we 
urge cooperation and a growing partnership in the North Atlantic community. 
Inconsistencies of this sort undermine the basis on which our position of leader 
ship rests. Such inconsistencies raise fundamental doubts in the minds of the 
peoples of other countries as to our sense of responsibility and the nature of 
our goals. 

Second, trade restrictions would hinder the movement toward Western Euro- 
pean economic integration. Europe has been slow to integrate because of deeply 
ingrained national attitudes and vested interests. For generations the individ- 
ual nations have been accustomed to act on their own. They still fear the effects 
of economic action by other nations on their own plans for economic and political 
stability If the United States, the leader in urging the building of a strong, 
unified, economic, political, and military effort among the nations of the free 
world, reverts to a restrictive trade policy, it will be hard for Europeans to believe 
that other governments will not do the same thing. The result could well be that 
our efforts in Western Europe to increase productivity, secure the best utilization 
of resources, and employ the manpower of the areas most effectively will suffer 
a severe setback. 

Third, additional restrictions on imports will also have a direct effect on our 
attempts to curb trade in strategic goods to the Soviet bloc. One cannot repeat 
too often that if our allies are to live they must be able to buy and sell. If we 
refuse to let them sell their goods in the United States market the pressure to 
trade with the Soviet bloc will undoubtedly inerease, bringing with it a danger to 
the security of the free world. This problem has been intensified since the his- 
toric trade between Eastern and Western Europe hase been reduced. Before 
World War II nearly one-third of the commerce of Western Europe, considered 
asa unit, was conducted with the countries that are now behind the Iron Curtain. 
We certainly will seem inconsistent and unreasonable to our friends if we ask 
them to cut down their trade with the Soviet bloc and then increase the barriers 
to trade with the United States 

Fourth, additional trade restrictions would make it more difficult to keep Japan 
on the side of the free world. Japan is an outpost against communism in the Far 
East. The more than 80 million people crowded into the islands of Japan have 
to trade if they are to live. We have spent hundreds of millions of dollars a year 
to keep Japan’s economy on an even keel. Japan has cut down most of her rich 
trade with China, although this has meant paying higher prices for raw materials 
and losing what, to her, has been an important market. 

If we wish to keep Japan on the side of the free world, she must be allowed to 
trade with us or we must be ready to subsidize her economy. Unless we do, we 
shall force her to increase her trade with the Soviet bloc, particularly China. 

Fifth, further restrictions on imports will provide the Communist propagand- 
ists with an additional weapon in their battle to separate our alliies from us. 
the leaders in the Kremlin, both past and present, realize the close relationship 
hetween our tra policy and the defense effort of the free world. They have 
constantly propagandized that the free nations haven't got what it takes to work 
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and prosper together. Stalin and Malenkov have both predicted an inevitabl 
trade conflict between the countries of the free world which will result in the dis 
solution of free world unity and the ultimate triumph of world communism, 
Their spokesmen in the United Nations have again and again told our allies 
that they cannot count on the United States permitting them to trade here i hie 
United States only wants to sell,” is their line, “The United States wants you 
*a market in which to dump her surplus products,” they repeat ad nauseam 
Qne American official who traveled in southern Italy following the imposition 
of restrictions on Italian products, including, I believe, cheese, reported that th 








Communists were using this as an effective propaganda measure st NATO 
Walls were plastered far and wide and the ¢ munists repe: word 
cuth, “The United States is ready to take our sons but she ike ou 
oods,” 
ixth, whatever action we take in the trade policy field will, in addition to its 
effect on our mutual security, have an effect on e economic stability of the free 
world, Our creat size and strength means that any slight ripple in America’s 
economic activity is magnified several times over in its impact on the rest of 
the free world. <A short period of inventory adjustment by American industry 


an mean a drop in the sales of foreign countries of as much as 20 or SO percent 
A moderate decline in our demand for tin, or rubber, or wool, can lead to serious 
economic difficulties in large areas of the Far East and Latin America if we 
make it more difficult for the free world to sell to us, we make it harder for our 


friends to get dollars. And the harder it is for our friends to get dollars, the 
faster is the drain on the dollars they have in their reserves 

I should aiso like to point out that in our search for external strength and 
security, We must not permit ourselves to overlook the fact that our own internal 


trength also depends upon wise foreign economic policies 
Americans have an enormous stake in exports Foreign markets provided a1 

outlet for $4 billion worth of our farm product in 1951. 

Exports of nonagricultural products are even greater than our large ey ports 

rm commodities. In 1951, $11 billion worth of nonagricultural goods was sold 

abroad. The United States exported many millions of dollars’ worth of ma 


} 


nery, automobiles, coal, steel-mill products, metal products, turpentine a 
rosin, lumber, electrical apparatus, and equipment, cotton textiles, chemicals and 
pharmaceuticals, tobacco products, rubber, and petroleum product ihese ¢ 


port goods were produced in cities and towns located in every section of the coun 
try. They represent the difference between profit and loss for many important 
industries. 

The production of exports also provides jobs, according to an estimate made 
by the United States Chamber of Commerce, for over 3 million workers in the 
United States. This is a larger number of workers than is employed in any 
single manufacturing industry in this country. And I might point out that the 
purchasing power of urban export workers increases the domestic market for 
farm products. Likewise, the farm income resulting from exports previde: 
larger rural markets throughout the country for our manufacturers. 

I do not think T am exaggerating when I say that our standard of living in 
the United States would be lowered if we were to adopt a foreign trade policy 
which meant a cutback in the production of our most efficient and expanding 
industries—industries, incidentally, which pay the highest wages. Finally, as 
President Eisenhower stated only recently, United States domestic and foreign 
policy cannot be dissociated. At home we have practiced the doctrine of ex- 
panding production and expanding trade. We must continue to practice this 
policy in our international dealings. We are interested in maintaining markets 
for our goods. Part and parcel of this problem of marketing our goods abroad 
will be our willingness to permit foreign nations to earn dollars honestly and 
economically by allowing unhampered trade with us. Thus we will clearly 
demonstrate that we ourselves are prepared to practice what we preach. We 
will convince the free world by our deeds as well as our words, that expanded 
trade is a vital element in our common defense and our common achievement 
of world peace, 

Americans for Democratic Action urges that your committee and the Congress 
extend the present Trade Agreements Act as requested for at least 1 year with 
ut amendment. We believe such action is clearly in the nationa! inter 

Mr. Luni. First I want to thank this committee for the oppor 
tunity of being here, and to represent the Americans for Democratic 


Action. 
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The Americans for Democratic Action feel that the United States 
should have a trade policy to meet two tests: One, a trade policy which 
is adequate to our needs as a creditor nation, and, secondly, a trade 
policy which is based on the premise that we ought to be paid for our 
exports. 

i am not going to go into detail, Mr. Chairman, relative to the atti- 
tude of the Americans for Democratic Action toward H. R. 4292. 
The Americans for Democratic Action are opposed to H. R. 4292, and 
the reasons for their opposition are included in the full statement that 
I have submitted to the reporter. 

I would deal rather with the general attitude of the ADA toward 
the entire problem of foreign trade. 

It is our feeling that restrictions on trade have a direct relationship 
to our programs to strengthen the free world. I would like to cite a 
few instances, if I may, sir, of what I am referring to. 

First, let us look at NATO. If our joint defense efforts are to be 
strong enough to stem Soviet pressures, they must be built on a solid 
foundation of strong independent nations acting together. This will 


not. occur automatically. It requires cooperative action and strong 
leadership. And the United States must furnish that leadership. 
Ilowever, when inconsistencies show up in United States policies, 
reflecting the pressures for restrictions on trade, United States leader- 


ship is weakened. We cannot. throw up barriers here while at the 
same time we urge cooper ation and a growing partnership in the 
North Atlantic community. Inconsistencies of this sort undermine 
the basis on which our position of leadership rests. Such inconsis- 
tencies raise fundamental doubts in the minds of the peoples of other 
countries as to our sense of responsibility and the nature of our goals. 

I might say, Mr. Chairman, that during the past 7 years, as the 
United States representative on various commissions of the United 
Nations, I have seen the attempt of the U.S. S. R. to stimulate among 
other governments a lack of confidence in the Government of the 
United States. They accuse us of all sorts of outlandish things, and 
we answer those accusations. But frequently little inconsistencies do 
stick in the minds of our friends among the other free nations. If 
we permit ourselves to become inconsistent in our whole attitude 
toward the question of trade between free nations, I fear that we are, 
in effect, underwriting some of the things, some of the dishonest things, 
some of the unfair things, some of the unjustified things, that have 
been said about us by the Soviet Union. 

Second, trade restrictions would hinder the movement toward 
Western European economic integration. Europe has been slow to 
integrate because of deeply ingrained national attitudes and vested 
interests. For generations the individual nations have been accust- 
omed to act on their own. They still fear the effects of economic 
action by other nations on their own plans for economic and political 
stability. If the United States, the leader in urging the building of a 
strong and unified, economic, political and military effort among the 
nations of the free world, reverts to a restrictive trade policy, it will 
be hard for Europeans to believe that other governments will not 
do the same thing. The result could well be that our efforts in West- 
ern Europe to increase productivity, secure the best utilization of 
resources and employ ns manpower of the areas most effectively will 

suffer a severe setback. 
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Third, additional restrictions on imports will also have a direct 
effect on our attempts to curb trade in strategic goods to the Soviet 
bloc. I feel that this is probably one of the most important aspects 
of the legislation now before us. 

One cannot repeat too often that if our allies are to live they must 
be able to buy and sell. If we refuse to let them sell their goods in 
the United States market, the pressure to trade with the Soviet bloc 
will undoubte dly increase, bringing with it a danger to the security of 
the free world. This problem has been intensified since the historic 
trade between Eastern and Western Europe has been reduced. Before 
World War II nearly one-third of the commerce of Western Europe, 
considered as a unit, was conducted with the countries that are now 
behind the Iron Curtain. We certainly will seem inconsistent and 
unreasonable to our friends if we ask them to cut down their trade 
with the Soviet bloc and then increase the barriers to trade with the 
United States. 

Fourth, additional trade restrictions would make it more difficult 
to keep Japan on the side of the free world. Japan is an outpost 
against communism in the Far East. The more than 80 million 
people crowded into the islands of Japan have to trade if they are to 
live. We have spent hundreds of millions of dollars a year to keep 
Japs an’s economy on an even keel. Japan has cut down most of her 
rich trade with China, although this has meant paying higher prices 
for raw materials and losing w hat to her has been an important market. 

If we wish to keep Japan on the side of the free world, she must be 
allowed to trade with us or we must be ready to subsidize her economy. 
Unless we do, we shall force her to increase her trade with the Soviet 
bloc, particularly China. 

Fifth, further restrictions on imports will provide the Communist 
propagandists with an additional weapon in their battle to separate 
our allies from us. The leaders in the Kremlin, both past and present, 
realize the close relationship between our trade policy and the defense 
effort of the free world. They have constantly propagandized that 
the free nations haven’t got what it takes to work and prosper together. 
Stalin and Malenkov have both predicted an inevitable trade conflict 
between the countries of the free world which will result in the 
dissolution of free world unity and the ultimate triumph of world 
communism. 

Their spokesmen in the United Nations have again and again told 
our allies that they cannot count on the United States permitting 
them to trade here. “The United States only wants to sell,” is tMeir 
line. “The United States wants you for a market in which to dump 
her surplus products,” they repeat ad nauseam. One American offi- 
cial who traveled in southern Italy following the imposition of restric- 
tions on Italian products, including, I believe, cheese, reported that 
- Communists were using this as an effective propaganda measure 

gainst NATO. Walls were plastered far and wide and the Commu- 
nists repeated by word of mouth, “The United States is re: uly to take 
our sons but she won’t take our goods.” 

This is a lie, but it is a fact of life and one that we are going to have 
to cope with. If we are going to get the people of Italy and the rest 
of the world to realize that is a lie, we cannot increase the burdens on 
international trade and make it still more difficult for free countries 
to sell to us. 
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Sixth. whatever action we take in the trade poli cy fie ld Ww ill, Nn ad li- 


ion to its effect on our mutual security, have on effect on sun cecilia 
tability of the free world. Our great size and strength means that 
ny slight ripple in America’s economic activity is magnified several] 
times over in its impact on the rest of the free world. A short period 
f inventory adjustment by American industry can mean a drop in 
les of foreign countries of as much as 20 or 30 percent. A mod- 
rate decline in our demand for tin, or rubber, or wool, can lead to 


erious economic difficulties in large areas of the Far East and Latin 
\merica. If we make it more difficult for the free world to sell to us, 

‘make it harder for our friends to get dollars. And the harder it 

for our friends to get dollars, the faster is the drain on the dollars 
they have in their reserves. 

[ should also like to point out that in our search for external strength 
und security, we must not permit ourselves to overlook the fact that 
ur own internal strengt h also depends upon wise foreign economic 
policies. 

\mericans have an enoromus stake in exports. Foreign markets 
provided an o rc for $4 billion worth of our farm products in 1951. 

That has all been dealt with by other witnesses, and I shall not 
repeat it. 

Exports of nonagricultural products are even greater than our 
large exports of farm commodities. In 1951, $11 billion worth of 
nonagricultural goods was sold abroad. The United States exported 
many millions of dollars worth of machinery, automobiles, coal, steel 
mill products, metal products, turpentine and rosin, lumber, electrical 
ipparatus, and equipment, cotton textiles, chemicals and phama- 
ceuticals, tobacco products, rubber and petroleum products. These 
export goods were produced in cities and towns located in every section 
Si hoa country. They re present the differences between profit and loss 

‘many import: int industries. 

"The production of exports ; also provides jobs, according to an 

timate made by the United States Chamber of Commerce, for over 
} million workers in the United States. This is a larger number of 
workers than is employed in any single manufacturing industry in 
this country. And I might point out that the purchasing power of 
irban export workers increases the domestic market for farm prod- 
ucts. Likewise the farm income resulting from exports provides 
larger rural markets throughout the country for our manufacturers. 

do not think I am exaggerating when I say that our standard 
of living in the United States would be lowered if we were to adopt 
a foreign-trade policy which meant a cutback in the production of 
our most efficient and expanding industries—industries, incidentally, 
which pay the highest wages. 

Fin lly, as President Eisenhower stated only recently, United States 
lomestic and foreign policy cannot be dissociated. At home we have 


racticed the doctrine of expanding production and expanding trade. 
We must continue to practice this policy in our international dealings. 
We are interested in maintaining markets for our goods. Part and 


p arce | of this prob Sas of marketing our goods abroad will be our 
illingness to permit foreign nations to earn dollars honestly and 
economically by allowing unhampered trade with us. Thus we will 
arly demonstrate that we ourselves are prepared to practice what 
preach. We will convince the free world by our deeds as well 
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is our words, that expanded trade is a vital element iu our commen 
defense and our common achievement of world peace. 

Americans for Democratic Action urges that your committee and 
he Congress extend the present Trade Agreements Act as requested 
for at least 1 year without amendment. We believe such action is 
clearly in the national interest. 

The CuarrMan. We thank you very much for your statement. 

The next witness will be Dr. C. T. Murchison, economist, repre- 
enting the American Cotton Manufacturers Institute, Washington, 
D.C. 

Mr. Murcuison. Mr. Chairman, and gentlemen of the committee, 
in view of the circumstances, would it be greatly presumptive on 
my part to ask that I be permitted to postpone my statement until 
tomorrow ¢ 

The CHARMAN. We are perfectly willing to hear you, sir. We try 
o conclude all of the witnesses scheduled on each day by the end of 
that day. If you are not feeling well, we will do anything for you. 
But as far as we are concerned, we will be glad to hear you. 

Mr. Murcuison. In view of the shortness of the time, I think it 
would be unfair to you. The industry which I represent “4 spent a 
great many months working on this problem, and I cannot possibly 
reduce my argument, my presentation. 

The Cuarrman. I will not ask you to. You may go all the way 
through it, through every word of it. 

Mr. Murcuison, I feel rather embarrassed to make that request, 
Mr. Chairman. Perhaps I should file my statement. 

The CHAIRMAN. No, sir. We would like to hear you, if it is all 
ight with you. 

Mr. Murcuison. It certainty is all right with me. 

The CuarrMan. All right. We will just take the time and we will 
listen to you. We can see from this paper that you have done a great 
deal of work. 

Mr. Murcuison. Thank you, Mr. Chairman. I will proceed as 
rapidly as possible, abbreviating the statement. 

The Cuarrman. You do not need to do that. We will follow you 
very closely. We have your paper here. 


STATEMENT OF CLAUDIUS T. MURCHISON, ECONOMIC ADVISER, 
THE AMERICAN COTTON MANUFACTURERS INSTITUTE, INC. 


. 

Mr. Murcuison. My name is Claudius T, Murchison, and I am ap- 
pearing before the committee on behalf of the American Cotton 
Manufacturers Institute, Inc. I am sure we are all familiar with 
that organization which represents about 85 percent of the country’s 
total spindleage, and which has about two-thirds of the total American 
cotton consumption which is by far the greatest textile industry, 
cotton textile industry, in the world. We are twice as great as India, 
which is second in importance, twice as great as the combined output 
of the United Kingdom and Japan. In fact, we consume 40 percent 
of all the cotton consumed in the free world and, naturally, we do not 
wish to be sacrificed as a tariff policy gesture. 

During the past years the textile industries of the world have been 
rebuilt, have recovered very rapidly, and the total productive capacity 
of the world is greater than it was prior to World War LI. 
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Within the past 2 years, the Japanese industry has virtually com- 
pleted the rebuilding of its plants and equipment. The United 
Kingdom has made great progress. The countries of Western Europe 
have more than recovered their losses from the war. So that in the 
meantime, world supplies of raw cotton have become adequate for 

ill countries and is actually in surplus supply relative to the current 
nr of consumption. 

These developments are of great interest to us from the point of 
view of future export possibilities and also in terms of imports into 
the home market. 

IT am now on page 3, Mr. Chairman, in the middle of the page. I 
will stick to the text more closely. 

Our industry has long been sensible of the great dangers as well as 
the great opportunities which spring from the rapid changes in the 
world trade picture. As early as 1936, only 2 years after the adoption 
of the trade agreements program, our industry was inundated by 
creat tidal wave of cotton goods imports from Japan. American tariff 
policy was unable to cope with that danger, which was then recog- 
nized even by the State Department, and it became necessary for the 
industry to seek relief through private negotiations with the Jap- 
anese industry itself. For legal reasons, negotiations of this type can 
no longer be engaged in by private industry and, wholly aside from 
this consideration, the day has long passed when international condi- 
tions make such an approach possible or desirable. 

The international textile conferences which have been held since 
World War IT in Japan, in England, and the United States, finally 
culminating in the world textile conference held in Buxton, England, 
last September, have concerned themselves with the great objective 
of expanded world consumption and the alleviation of trade barriers 
and uneconomic national procedures which serve to reduce trade and 
consumption. 

In this long and intimate contact with the immediate problems 
and practices of the international cotton-goods trade, we have de- 
rived an understanding which 1s broad and realistic. On the matters 
which are now before this committee, and on the issues which relate 
to the future foreign trade policy of the United States, we feel that 
we can speak from more than passing knowledge and from more than 
average understanding. 

I might add there that we have gone beyond the doctrine, in our 
pomt of view. We have no interest in preaching, but we are trying 
to bring oer a r the pertinent factual data of the present world 
situation, and, from that, endeavoring to arrive at a new approach. 
The cotton textile industry has appeared before this committee many 
times, on the occasion of every extension of the law. Throughout the 
years our position has been consistent. We have accepted the basic 
principle of reciprocal action in international trade, and the basic 
principle of most-favored-nation treatment. We likewise accepted 
the principle a h was the cornerstone of original administrative 
policy, in 1935, that in the making of tariff concessions those indus- 
tries which were performing effic ciently, competitively, and advan- 
tageously to the American economy should not be placed in jeopardy 
by any tariff action. 

Unfortunately the policies and procedures of the trade agreements 
authority, using the term in its generic sense, drifted rapidly away 
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from certain of these original conceptions. With each passing year 
our industry, as well as many other industries, was forced to raise 
its voice in ever louder protest against the procedures of the trade 
igreement authority which progressively subordinated the interests 
and the recommendations of American industry, while at the same 
time awarding handsome concessions to other countries whose rec ip- 
rocal concessions were promptly nullified by arbitrary trade restric- 
tions far more effective and destructive than tariff rates. 

The idea of reciprocal trade became a hollow shell. The conces- 
sions granted were of no effect except on the side of the United 
States. The most-favored-nation treatment was an empty idea except 
as practiced by America. The treatment of American industry in the 
extension of concessions lost sight of the original ideas—efliciency, 
adequacy, and advantage to our economy—and appeared to be gov- 
erned by the interests of other countries. 

Our industry furthermore believes that the establishment of GATT 
represented the supreme violation and abuse of the original intent 
and purpose of the Reciprocal Trade Act. 

The unfortunate history of this act, however, in no way weakens 
the validity of the principles upon which it was established; but 
it does demonstrate that the triumph of principle depends on the 
procedure which is followed. Reciprocal action which is the essence 
of mutuality is a precious thing. The most-favored-nation principle 
is a precious thing. In each instance the right to practice it and the 
right to benefit from it should be earned and protected. Since this 
was not done, the course of events has been as follows: 

The average level of American tariffs as a ratio of duties collected 
to value of imports has been reduced by considerably more than two- 
thirds since 1938, Fifty-eight percent of total imports in 1952 paid 
no tariff whatever. The remaining 42 percent of dutiable goods bore 
and average customs rate of between 12 and 13 percent. On the aver: ge 
our tariffs are relatively low, in fact much lower than the tariffs of 
iany other countries who use as additional protective devices import 
and exchange restrictions. In addition to progressive A reduc- 
tions, our foreign-aid program has donated since World War IT an 
average of $5 billion a year to supplement the dollar exchange pro- 
vided “by the rapidly expanding imports of goods and services into 
the United States. In addition we have supplied the major funds for 
the operation of these several international banking organizations. 

While the United States has thus been engaged in the expensive and 
thankless task of attempting to expand and liberalize world trade, 
other countries for the most part have pursued opposite tactics. Out- 
-ide of North America, most countries have established import con- 
trols which not only restrict the total volume of imports but deter- 
mine the types and quantities of the goods to be imported. Complete 
currency controls have likewise been instituted. The various gov- 
ernments have expropriated from their subjects their holdings of ‘for- 
eign currencies and bank balances, whether accumulated in the past 
or currently earned from whatever source. These funds are used by 
the state to finance its own programs or are parceled out to selected 
licensed individuals in the form of exchange allocations to provide 
payment for imports of such goods as are permitted entry. 

Rates of exchange are arbitrarily fixed and in most cases have no 
relationship to actual value. The manipulation of exchange often 
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Lakes U form of n ultiple rates which have the effect of changing the 
value of the domestic monetary unit according to the use which is 
made of it. The range of valuation may be as much, and often is, 
is D0 to 200 percent. These multiple exchange rates, as well as other 
trade restrictions, apply alike to exports and imports. In consequence 
i the a bitral’y and divergent values placed ner domestic curren- 
. most of them have lost all usefulness as media of international] 
exchange. 
Keven in the case of the pound sterling, which is the only currency 
aside from the dollar now used in any considerable degree in inter- 
national settlements, drastic limi yarOen are impo ed according to who 


has it, what country he h: appens to be in, and what he tries to spel snd it 
for. Generally speaking, and ee the appropriate degree of ex- 

‘eption regarding pound sterling, the world currency situation is such 
that even between adjoining countries international settlements can 
usually be made only in dollars. 

In South America, virtually all of the countries make their settle- 
ments with each other in dollars. For many countries outside the 
Latin American area, most international transactions are financed by 
dollars. Since t] ie doll: ar alone could hardly be expected to finance 
the total of world trade on a multilateral basis, the pattern of world 
trade has been forced into a series of bilateral barter arrangements. 
Each country can trade with another only to the extent that it can 
effect a reasonable balance. 

Lhe problem of shaking off the world network of trade restrictions 
s made more difficult by certain policies which many nations have 
committed themselves to. In some instances they are diverting their 
exchange proceeds from normal trade uses into the development of 
domestic projects which are beyond the means of the state. In these 
instances consumer goods are embargoed or restricted in order to per- 
mit entry of capital goods for industrial or transportation develop- 
ment. In certain countries, the exchanges are regulated mainly to 
support inflated price and credit structures and programs of social] 
welfare and so-called full employment. In other countries the major 
purpose is to protect inadequate and inefficient industries. In these 
cases the net result is a curtailment of consumption. 

In the case of Cuba, which has been referred to this afternoon, 
their tariff rates instead of being diminished as a result. of the trade- 
agreements program have actually been doubled in the past couple 
of years. The same is true of Venezuela, whose rates became three 
times as high as ours. In the case of Pakistan, the minimum rate 
on imported cotton goods is 65 percent ad valorem. In India the 
rate is 100 percent ad valorem on those goods which are allowed 
entry at all. Some countries utilize their controls very largely to 
reshape their external economic relations. Exports and imports are 
regulated in accordance with geographic areas or to attain trade bal- 
ances with particular countries. 

In only a few cases have internal programs or external restrictions 
been coordinated for the primary purpose of balancing an expanded 
trade, restoring national solvency, currency integrity, “and economic 
stability. We find those mostly in western Europe, although the same 
cannot be said either of France or of Italy. 

Caught in this pattern, international trade needs much more than 
an additional supply of dollar exchange. The number of dollars 
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ivailable to foreign countries has increased rapidly, within the past 2 
vears, but the growth has not been accompanied by any marked easing 
of trade and currency restrictions. As a matter of fact, they have 
become more comprehensive and intensive. 

We commonly hear the expression “how do we expect to sell when 

edo not buy.” As a matter of fact our buying has been expanding 
much more rapidly than our selling. Since 1945 imports have in- 
creased on an average of a billion dollars a year. In 1951 and again 
n 1952 merchandise imports almost reached $11 billion in each year. 
in those 2 years the dollar exchange provided by imports ex eeded 
by $6 billion the dollar exchange created by the imports of the pre 
ceding 2 years. 

On the other hand, our exports have not yet broken through the 

h level reached in 1947. Until last year they have actually sagged 
from 20 to 30 percent under the 1947 level. The greatly improved 
supply of dollar exchange, therefore, has gone into repayment of old 
lebts, into financing, the trade of other nations, and into the accumu- 
iation of monetary reserves of foreign countries. 

Here are some very startling figures, encouraging albeit: The total 
vold and dollar reserves of foreign countries now stand at $20.4 
billion, which is an increase of $6 billion over the level of 1948. Dur- 
ing the past year alone foreign dollar reserves increased by almost 
S114 billion. The countries of Western Europe which are usually 
referred to as the problem area increased their gold and dollar re 
serves last year by $114 billion, reaching, and I quote Federal Reserve 
figures, the grand total of $8.3 billion. And of this amount, $3.3 
million were dollar deposits, and the remainder in gold. Even Asia 
added $200 million to its reserves last year, and that is mainly Japan, 
the Philippines, and Indonesia. The United Kingdom has more than 
held its own. I might add here another correction to a common mis- 
conception, and that is this huge increase in the American dollars 
being held is bound to come back to us in the form of demand for 
American goods. ‘That need not necessarily be true at all, and right 
now it is not true. Those balances are being used for three other 
purposes : 

One, the acquisition of gold. Over $700 million in gold from De- 
cember 10 to March 1 was acquired by foreign countries; secondly, an 
investment in American securities, 50 percent of the total at 
balances in this country, which amount to over $9 billion invested i 
securities, and those balances which are active are being used to thatch 
the trade of foreign countries among themselves. That is, checks 
being written by one country to another, and these deposit balances 
are having rapid turnovers in what we call the interarea transfers 
outside the United States, and are not being used to buy American 
exports. 

Asa matter of fact, how can these great reserves be accumulated and 
made bigger and bigger, bigger now than at any time since 1945, and at 
the same time be used to buy American goods? So that another miscon- 
ception is the tremendous dollar deficit. Mr. Ivan Rooth, Managing 
Director of the International Monetary Fund, recently stated that the 
world dollar deficit in 1952 was only $114 billion. The fact that this 
greatly improving dollar situation has failed to meet response in an 
easing of world-trade barriers proves the problem is one of trade 
and currency restrictions instead of dollar scarcity. The most per- 
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fect illustration of this truth is found in the dropping off of American 
cotton exports. Most of these exports go to the United Kingdom, 
the countries of Western Europe, and to Japan, the manufacturing 
countries. The rapid dollar accumulations of all these areas indi- 
cate that the restricted imports of cotton are not due to inability to 
purchase it. The difliculty lies in the fact that about one-half of the 
cotton purchased in these areas is normally processed for reexport. 
The reexports normally go to the great undeveloped areas which are 
deficient in manufactured goods such as southern and southeastern 
Asia, Indonesia, Australia, Africa, and the Near East. The tight 
restrictions which have been imposed in these areas of ultimate con- 
sumption explain why our cotton exports have declined. It is not 
the problem in the countries of first destination but the problem in 
countries of ultimate destination where the restrictions are so tight. 

The current effort to substitute the market of the United States for 
the closed markets of the great undeveloped areas simply bypasses the 
world-trade problem. It would in no respect ease the economic difli- 
culties of the underdeveloped areas which I have just mentioned. 

The greater part of the American import trade consists of raw ma- 
terials and crude foodstuffs and semimanufacturers which come. pri- 
marily from the world’s undeveloped areas. Most of the goods in this 
category are duty free. Where tariff rates apply, they are usually 
only nominal and do not act as restrictives on quantity. The only 
important exception is wool which has protection because of our agri- 
cultural support policy. Even in the category of semimanufacturers. 
the duties for the most part are nominal and nonrestrictive. The 
conclusion is that for about three-fourths of the total American im- 
port trade, tariff duties have but little significance and are inconse- 
quential by way of limiting supply. 

The 25 percent of our imports which consist of manufactured goods 
is the only classification in which import duties may be considered as 
restrictive on quantity. To break down the rates in this category 
would tend to increase imports only from the industrial areas of 
Japan, the United Kingdom and Western Europe. As we have al- 
ready seen, these are not the problem areas except in a secondary sense. 
If world trade were conducted on a multilateral basis, which is a nor- 
mal basis, there would be no export problem in Western Europe, the 
United Kingdom and Japan. Their export trade would flow into 
their normal markets and the settlements would be affected through 
the familiar triangular methods which are normal and logical and 
historical. 

The current clamor for increased imports from the industrial coun- 
tries, therefore, if effective, would only make world-trade relationships 
more unnatural and more arbitrary. It would not ease the problem 
of the great undeveloped areas. 

On the other hand, it would create the serious danger of under- 
mining certain American industries and so reduce our ability to con- 
sume the raw materials of the United States and the rest of the world. 
In addition, it would create points of weakness in our economy which 
might well precipitate a general business recession in the United 
States. Such a recession would be reflected immediately in a great 
reduction of imports which always happens in a depression and a 
decline in the supply of dollar exchange to finance our exports. The 
expanding volume of imports which has been so marked in recent 
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years is conditioned upon the maintenance and expansion of Ameri- 
can prosperity. We need only to insure the continuance of that con- 
dition to solve any exchange problems. 

But America is in a position to broaden still further the basis of 
our exports through the medium of such intangible services as foreign 
investment, tourist expenditures and many other intangible items. 
No one can doubt that the ultimate solution of international instabil- 
ity lies in a more balanced economic development of the great agricul- 
tural areas of the world. Unnumbered billions of dollars will be 
needed in the years to come to attain this objective. In the United 
States alone, we are throwing in a new investment of $26 million a 
year. 

The outward flow of such investment would for many years exceed 
the return flow of interest and profits. Canada has very rapidly pro- 
vided a striking demonstration of the amazing results which can be 
achieved by a program of private investment. The building of indus- 
tries, the dorelopasant of transportation, the improvement of distri- 
bution in the various countries of the world would raise the standards 
of living from poverty to well-being and at the same time provide 
the additional and growing purchasing power which is essential to a 
greater world trade. 

But before this can be accomplished favorable conditions for the 
employment of capital must be created. These lie in the field of 
politics, as in economics and business. ‘They call for leadership in 
the human sense as distinct from economic grants. American respon- 
sibility in this leadership relates to two objectives. The first is the 
breaking down of barriers to trade; the second is the promotion of 
those positive and constructive measures which are necessary to 
economic growth. 

What needs to be accomplished is: 

(1) The restoration among the various countries of rational price 
and currency relationships ; 

(2) The establishment of procedures to restore and maintain the 
interchangeability of currencies ; 

(3) The promotion among the various countries of national stand- 
ards of action looking to internal stability ; 

(4) The general adoption of policies to encourage private invest- 
ment, both domestic and foreign ; 

(5) Theestablishment of policies which assure protection of foreign 
capital and the earnings therefrom; 

(6) The general acceptance of policies which will maximize the 
incentives and facilities of private enterprise. 

These are great objectives which cannot be attained by the simple 
preaching of doctrine. Likewise, past experience has proved that 
they cannot be attained by a policy of giving. Furthermore, the 
realities of the world situation and the facts of American trade prove 
that they cannot be attained by the device of breaking down the 
American tariff structure. 

They can be attained in part by international cooperation in build- 
ing the mechanisms which facilitate passage from a program of restric- 
tions to a program of multilateral trade and free operating markets. 
But in very great degree, success will be dependent on bilateral bar- 
gaining. The bargaining will need to embrace far more than tariff 
matters. The retention of the principle of reciprocal action is neces- 
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sary. But its administration must expect and demand in every 


stance an exchange of benefits which is real and gives full measure 


for value received. 

T) our view of the problem. It envisions a great increase in 
the breadth and flexibility of American trade policy. The problems 
are real and gigantic. Upon their solution rests the future prosperity 


of America and of the world. Nothing less than a program of the 
most profound study can map the approaches to this problem and 
the devices by which it is to be attacked. 

Consequently, and in spite of the fact that we do not like this 
trade agreements program as it has been administered, and have 
criticized it bitte) ly, and have seen it reach the acme of utter futility, 
we must concur in the recommendations of the President that the 
present ‘| rade Agreements Act as amended be extended pro\ isionally 
for another year without substantial change. We certainly could 
approve no change which weakens the present safeguards contained 
in the law, and would advocate the greatest administrative diligence 
n giving full effect to those safeguards. We take this position on 
the assumption that the studies recommended by the President through 
a joint congressional executive commission will be carried forward 
and result in recommendations which will serve as the basis of a 
well-considered, all-embracing foreign trade program which would 
assure needed protection for American industry and at the same 
time serve to reopen the channels of world trade. 

Mr. Chairman, we feel that those two objectives are not inconsistent. 

The CHsrman. Does that conclude your statement, Dr. Murchison ? 

Mr. Murcuison. That concludes my statement, and I have a feeling 
of the most profound gratitude for your patience, Mr. Chairman. 

The CHarrman. Thank you, sir. That really is a very construc- 
tive document. I want to thank you for presenting it to this com- 
mittee for our consideration. 

Mr. Murcuison. Thank you so much. 

Che CuarrMan. Are there any questions? 

Hearing none, the committee stands adjourned until 10 o’clock 
tomorrow morning. 

(Thereupon, at 6: 10 p. m., the committee was recessed, to reconvene 
at 10a. m., Tuesday, May 19, 1953.) 
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TUESDAY, MAY 19, 1953 


Houser or REPRESENTATIVES, 
CoMMITTEE ON Ways AND MEANS, 
Washington, > Y. 

The committee met, pursuant to recess, at 10 a. m., in room 1102, 
House Office Building, Hon. Daniel A. Reed, Chairman, presiding. 

Mr. JENKINS (presiding). The committee will come to order. 

The first witness this morning is Mr. Erie Johnston, president of 
the Motion Picture Association of America. 

Mr. Johnston, will you come forward / 

We have had the pleasure of hearing you, Mr. Johnston, on a 
number of occasions, and of course everybody in the United States 
knows that Mr. Johnston knows his business. He has been in big 
business for many years. 

You have a prepared statement, have you not ? 


STATEMENT OF ERIC JOHNSTON, PRESIDENT, MOTION PICTURE 
ASSOCIATION OF AMERICA 


Mr. Jounstron. Yes, I do. 

My name is Eric Johnston. I am president of the Motion Pic- 
ture Association of America, 1600 I Street NW., Washington. I 
also serve as chairman of the International Development Advisory 
Board, and as a member of the Public Advisory Board for Mutual 
Security. 

I come before your committee to urge enactment of President 
EKisenhower’s request to extend the Reciprocal Trade Agreements 
Act for another year, as proposed in bills introduced by Represen- 
tatives Keating, Cooper, Javits, Hyde, Frelinghuysen, and Ford. 

I also strongly endorse the President’s request that Congress set 
up a special commission to survey reciprocal-trade agreements and 
other phases of foreign trade, and to make recommendations on 
future legislation. 

I have appeared before your committee previously to advocate 
freer trade and I shall not impose on your time by rehashing ear- 
lier testimony. 

I would like to take the liberty, however, of stressing two aspects 
of foreign-trade policy on which I have first-hand experience. 

The first relates to the underdeveloped areas. In the last few 
years I have traveled extensively throughout the world. Just re- 
cently I completed a trip through Ethiopia, Egypt, Saudi Ara- 
bia, Jordan, Syria, Lebanon, and Israel that has strongly rein- 
forced some of my previous impressions and observations. 
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We may preach democracy all over the world, but how can we 
expect it to take root and flourish in underdeveloped or feudalistic 
societies ¢ 

The greater the development of such regions, the greater the con- 
tribution they can make to the stabilization of free-world economy 
and to our own national security and well-being. The more that 
development is promoted by private economic enterprise, the less 
will be the burden on our taxpayers. 

It seems to me that it would be far preferable to develop these 
underdeveloped areas by private capital investment than it would 
by Government money. 

Underdeveloped lands need tools, technicians, and investment. 
America is today the greatest reservoir of capital and technical skills. 
But how can our private entrepreneurs be expected to invest abroad 
if trade policies are adopted that would prevent them for realizing on 
their investments. 

It is not from activities of unadulterated generosity that we ought to 
establish the kind of trade policies that would enable the people of less 
developed areas to become stronger economically. 

Apart from the strategic materials and raw products which we need 
and which they have, they represent the markets for our new products 
and for those of our friends. 

The best assurance for our domestic economy and the economy of the 
free world is expanding and not shrinking markets. It seems to me 
that we should work toward that objective, and it should be our 
unswerving objective always. 

My second point relates to the American motion-picture industry, 
which makes an important social and economic impact on virtually 
every community of our Nation. It is commonly agreed that Amer- 
ican films are the most effective medium for telling our story abroad. 
I believe most will agree with that statement. 

However, few people are aware that, proportionately, the film indus- 
try conducts America’s largest private export business. More than 
10 percent, 42 percent last year, of the revenues of film-producing and 
distributing companies came from abroad. Nine out of ten American 
films do not recoup their cost in the domestic market. We must have 
foreign markets to survive. 

A backward step in America’s trade policies could seriously imperil 
the foreign markets of our films and thus threaten the very existence 
of the motion-picture industry. 

Another ariking fact about the motion-picture industry is that it is 
the only major film enterprise in the world that neither directly nor 
indirectly receives a Government subsidy. We want it that way. 
We do not want a Government subsidy. 

Today there are no restrictions on the import of foreign motion 
pictures into the United States and we are asking none. As a matter 
of fact, foreign importation of films into the United States has in- 
creased very rapidly in the last few years. We believe in open com- 
petition, despite the fact of this increased competition from foreign 
films, and further despite the fact that the American film industry is 
in very serious financial condition. We feel that open competition is 
healthy, and that it leads to a better product and improved service 
to the public. We feel that it is the best of American traditions, and 
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we are content to let the consumer be the final judge of our product or 
the foreign product. 

If I may say so, I believe that the principles we follow in the Amer- 
ican film industry might well permit wider application. We all know 
that there are many “conflicting factors and complications in world 
trade. What we do about trade directly affects our security. We 
might be courting grave consequences to deny to the new administra- 
tion ample opportunities to evaluate international commerce as it 
relates to American interests. 

In my opinion, the President’s dual recommendations, one for a 
1-year extension of the reciprocal trade agreements, and the other 
for a comprehensive study of trade policies in the meantime, are 
sound and deserving. I cannot too strongly urge that Congress act 
favorably on both requests of the President of the United States. 

Mr. Chairman, I will file the statement with the committee. 

Mr. Jenkins. Yes, you have that permission. 

(The statement is as follows:) 


STATEMENT ON RECIPROCAL TRADE BY ErIc JOHNSTON 


My name is Eric Johnston. I am president of the Motion Picture Association 
of America, 1600 I Street NW., Washington. I also serve as chairman of the 
International Development Advisory Board, and as a member of the Public 
Advisory Board for Mutual Security. 

I come before your committee to urge enactment of President Bisenhower’s 
request to extend the Reciprocal. Trade Agreements Act for another year, as 
proposed in bills introduced by Representatives Keating, Cooper, Javits, Hyde, 
Frelinghuysen, and Ford. 

I also strongly endorse the President’s request that Congress set up a special 
commission to survey reciprocal trade agreements and other phases of foreign 
trade, and to make recommendations on future legislation. 

I have appeared before your committee previously to advocate freer trade and 
I shall not impose on your time by rehashing earlier testimony. 

I would like to take the liberty, however, of stressing two aspects of foreign 
trade policy on which I have firsthand experience. 

The first relates to the underdeveloped areas. In the last few years I have 
traveled extensively throughout the world. Just recently I completed a trip 
through Ethiopia, Egypt, Saudi Arabia, Jordan, Syria, Lebanon and Israel that 
has strongly reinforced some of my previous impressions and observations. 

We may preach democracy all over the world, but how can we expect it to 
take root and flourish in underdeveloped or feudalistic societies? 

The greater the development of such regions, the greater the contribution 
they can make to the stabilization of free world economy and to our own na- 
tional security and well-being. The more that development is promoted by 
private economic enterprise, the less will be the burden on our taxpayers. 

Underdeveloped lands need tools, technicians, and investment. America is 
today the greatest reservoir of capital and technical skills. But how can our 
private entrepreneurs be expected to invest abroad if trade policies are adopted 
that would prevent them from realizing on their investments? 

It is not from activities of unadulterated generosity that we ought to establish 
the kind of trade policies that would enable the people of less developed areas to 
become stronger economically. 

Apart from the strategic materials and raw products which we need and which 
they have, they represent the markets for our new products and for those of 
our friends. 

My second point relates to the American motion-picture industry, which 
makes an important social and economic impact on virtually every community 
of our Nation. It is commonly agreed that American films are the most effec- 
tive medium for telling our story abroad. 

However, few people are aware that, proportionately, the film industry con- 
ducts America’s largest private export business. More than 40 percent, 42 percent 
last year, of the revenues of film producing and distributing companies come 
from abroad. Nine out of 10 American films do not recoup their cost in the 
domestic market. We must have foreign markets to survive. 











1822 TRADE AGREEMENTS EXTENSION ACT OF 1953 


A backward step in America’s trade policies could seriously imperil the foreign 
markets for our films and thus threaten the very existence of the motion-picture 
industry. 

Another striking fact about the motion-picture industry is that it is the only 
major film enterprise in the world that neither directly nor indirectly receives a 
Government subsidy. We want it that way. . 

Today, there are no restrictions on the import of foreign motion pictures into 
the United States and we are asking for none. 

Mr. Jenkins. Are there any questions? 

Mr. Kran. The investment of American dollars that you suggest in 
your first point in foreign countries is one method by which the dollar 
gap could be partly filled. 

Mr. Jounsron. Yes, it is. 

Mr. Kran. But that really is only so in the long run if the invest- 
ment is not made in loans which have some day to be entirely paid 
back, but is made in the form of equity purchases or investments in 
the foreign countries which stay there permanently. 

Mr. Jounsron. That is my feeling, that is correct. I do not think 
it should be in the form of loans. I think it should be an equity 
investment. 

Mr. Kran. And an equity investment, if the dividend is satisfactory 
and is paid, probably will remain in one of those foreign countries 
permanently because there will be trading around between the people 
that own securities, and one American will buy the equity over there. 
and it will usually remain there. 

Mr. Jounsron. That is usually correct. 

Mr. Kean. One of the troubles in the twenties was that we made 
the Joans and then we demanded them back, and the situation was im- 

ossible when we wanted to get it back. 

Mr. Jounsron. That is right. 

The Cuatrman. We thank you, sir, for your appearance. I am very 
sorry to have missed your testimony, but another engagement pre- 
vented me from being here. 

Mr. Jounston. It was a very important one, I understand, Mr. 
Reed, and I filed a statement with the committee. 

The Cuarrman. I shall read it during the day. 

Mr. Jounston. Thank you very much. sir. 

The Cuairman. The next witness is Mr. Read Dunn, National 
Cotton Council. If you will state your full name and the capacity in 
whieh you appear for the record, we will be delighted to hear you, 
Mr. Dunn. 


STATEMENT OF READ P. DUNN, JR., DIRECTOR, FOREIGN TRADE 
DIVISION OF THE NATIONAL COTTON COUNCIL 


Mr. Dunn. My name is Read P. Dunn, Jr. I am director of the 
foreign-trade division of the National Cotton Council which is the 
overall organization of the six primary cotton-interest groups—the 
producers, ginners, warehousemen, cotton merchants, seed crushers, 
and cotton spinners. ; 

The reason for the cotton industry’s interest in foreign trade is 
clear. Approximately one-third of the country’s raw-cotton produc- 
tion is exported. Another 5 to 10 percent is exported in the form of 
cloth and other manufactured products. In addition, about one-fourth 
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of the country’s edible fats and oils is e xported which means that the 
market for cottonseed oil is also strongly affected by foreign tr ade. 
£ he income and livelihood of more than 10 million people are directly 
or indirectly related to foreign trade in cotton and cotton products. 

Tt is our firm belief that the trade- agreements program has helped 
to stimulate foreign trade on a multilateral basis, and in doing so has 
benefited the cotton industry and the entire economy. The high degree 
of prosperity prevailing is proof that the program has not caused seri 
ous hoe, to the domestic ¢ economy. 

We believe that maintaining a high level of international trade and 
wider distribution of goods and services is vital to the interest of the 
cotton industry, to the welfare of the Nation and to the peace and 
security of the world. 

Should fore ign purchasing power decline as a result of a more re- 
striective United States import policy, agriculture and other raw-mate- 
rial exports will be the first to suffer. In fact, if United States pur 
chases of goods and services do not rise as foreign aid is reduced, agri 
cultural exports will decline relatively more than manufactured 
products. 

The question at hand today is how the United States can maintain 
a high vel of foreign trade. 

I would like to devote my remarks to the problem of maintaining a 
high level of trade, to suggest how we think the solution should be 

ipproached and to point out that the Simpson bill (H. R. 4294) fails 
in the solution of the problem. 

The heart of the problem lies in other countries. The United States 
will always be in a position to supply a greater volume of commodities 
than the rest of the world will be able with its own resources to buy. 
With the efficiency of American industry increasing so r: apidly, it is 
entirely likely the at the United States will be able to compete in price 
and quality on more commodities than it can sell. 

The crux of the United States trade problem is the low purchasing 
power and the low level of consumption throughout the rest of the 
world. This situation in the rest of the world stems from low and in- 
efficient production. For the people of the world to have more goods 
and services, more must first be produe ed. C onsumption cannot exceed 
production. Since the world’s natural resources are not eve ntly dis- 
tributed by countries, a wide distribution of goods and services in the 
long run can be achieved only by trade—the means by which men ex- 
change the fruits of their labor. Half the world’s population is 
barely able to feed itself and has little, if anything, left to ex change 
In many other cases trade is thwarted by rules and laws int other 
obstacles placed by men to obstruct the flow. Because of the under- 
development and the inefficient organization of resources throughout 
the world, purchasing power is low and our customers are few. 

The free countries of the world have made conspicuous progress 
since the end of World War II. The United States has been of great 
assistance in helping them to rehabilitate their economies. Despite 
progress to date many countries are still unable to satisfy their normal 
civilian requirements. The mobilization program which we as a 
nation have encouraged has increased the burden of the free world 


land placed a further strain on the economies of the respective 
countries. 








1824 TRADE AGREEMENTS EXTENSION ACT OF 1953 


Many fundamental problems remain to be solved before the rest of 
the world can hope to provide the same distribution of goods and 
services per person that people enjoyed before World War II and 
at the same time provide a reasonable measure of military protection. 
Raising the standard of living will require an even greater effort. 

Fear of hunger and deprivation has led many countries of the 
world to pursue policies of self-sufficiency which have resulted in 
the inefficient use of the physical and human resources. Social de- 
mands have encouraged the diversion of resources to nonproductive 
purposes. Unwise use of capital has restricted production, aggra- 
vated inflation, and contributed to the difficulty of converting cur- 
rencies. Cartels and fear of competition have further restricted pro- 
duction and trade and at the same time have retarded productivity 
and increased output per worker which are means of building pur- 
chasing power. A rash of trade restrictions of all forms has been 
employed to protect small-scale inefficient producers and has dis- 
couraged many countries from making the fundamental adjustments 
necessary. The overall result has been to hold down production, con- 
sumption, and the ability to trade. 

To become a better customer the rest of the world will have to 
take positive measures to step up its output so it will have the means 
of satisfying its demands. The purchasing power of individuals 
and of nations will have to be increased. This will require greater 
investment of capital in power and tools, greater ingenuity of man- 
agement in organizing the resources of production, and greater pro- 
ductivity on the part of labor. 

Foreign governments will be required to adopt policies to this end. 
These must include fiscal and monetary policies that will stabilize 
currencies, policies that will encourage savings and investments, poli- 
cies that will encourage and not discourage competition, and policies 
that will stimulate trade and that will not restrict the mobility of 
capital and of goods. 

Only through economic development can the rest of the world have 
a wider distribution of goods and services, a higher standard of liv- 
ing and a greater measure of security. Only with this economic de- 
velopment can the United States hope to find permanent markets 
abroad because this is the means by which the rest of the world must 
finance its purchases. 

This economic development will require United States capital and 
United States know-how. What is even more important, it will re- 
quire basic changes in economic policy and attitude in foreign coun- 
tries. 

The time has come, in our opinion, when the United States must 
condition its actions and its cooperation in the international field to 
the establishment of constructive policies in other countries that 
will lead to this economic development. This means that the United 
States should make concessions in its import policy only if and when 
other countries make improvements in their policies not only with 
respect to tariffs but also with respect to all other policies which in- 
fluence economic development. This is the section which relates to 
the problem which is directly before the House in the Simpson bill. 

Our foreign aid should be conditioned on agreements to this end. 
The extension of loans and the investment of funds should also be 
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made conditional on assurance of more constructive policies in the 
respective countries. 

Maintaining a high level of international trade also involves many 
actions with respect to transactions across United States borders in 
addition to tariffs, 

Establishing and maintaining a clear and consistent policy with 
respect to imports is necessary if foreigners are to be expected to 
spend the time and money 1 required to dev elop markets in this coun- 
try. Unilateral action by the Congress or by any other agency of 
Government is not conducive to a stable and consistent policy y. Ad- 
justments in tariffs and quotas should only be made through an estab- 
lished and agreed upon procedure which is recognized by the other 
countries with whom we have trade agreements. Unilateral action 
by this Government which cuts across existing agreements with for- 
eign countries without consultation or negotiation of any kind simply 
invites retaliation. Furthermore, such unilateral action takes away 
the United States bargaining pow er which is necessary in order to 
effect improvements in economic and trade policies in other coun- 
tries—necessary in our own interests, 

Policies with respect to domestic preferences are also important in 
determining the level of trade. This applies not only to the Buy 
American Act, but to the restrictive policies regarding the use of 
American transportation. 

United States customs procedures and tariff classifications are anti- 
quated, cumbersome, and often inconsistent. Customs procedures 
are often expensive and create considerable uncertainty and for this 
reason tend to limit trade. They represent barriers to trade. 

Actions and policies with respect to these aspects of trade may be 
equally as important as tariffs in determining the level of trade. Cer- 
tainly tariff action must be considered along with all facets of trade 
policy y. 

This is not to say that the tariff in and of itself does not present 
a problem in an effort to achieve a high level of trade. It does. The 
general attitude toward the acceptance of imports is highly important. 
It is absolutely necessary for the United States to decide whether it is 
willing to accept foreign competition and in what form and to what 
extent. If the policy is going to be to exclude all imports which are 
competitive directly or indirectly, then we must resign ourselves to a 
low level of trade and to a greatly reduced volume of agricultural 
exports. There are only a few, if any, commodities such as coffee, 
bananas, and some of the metals that are not directively competitive. 

Industry is developing new products and substitutes so fast there are 
almost no imports that do not offer indirect competition in price if not 
in volume. We can expect some growth of imports of the so-called 
noncompetitive agricultural commodities and minerals depending on 
growth of the population, economic activity, rate of depletion, rate of 
substitution, and so forth, but, we cannot see anything substantial - 
the way of increases in terms of dollars from these imports in the ne 
future. There have been enough studies in this field to make that 
rather definite. 

The real question occurs on competitive imports. Tariffs and quotas 
are the big problem here. Though our tariff rates have been cut back 
about 50 percent since 1935, we still have a great many that are re- 
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strictive and some are prohibitive. There are almost 500 items that 
still carry import inn rates of more than 50 percent ad valorem. 

There are quite a few with rates ranging up to 150 and 200 percent 
and higher. In this day and time when the farmers would rather 
sell their products for earned dollars instead of aid dollars, some of 
these rates look pretty high. There may be good and sufficient reason 
for some of those rates. We do not actually know. On the other 
hand, they may not be important either from the standpoint of volume 
involved or because the products are obsolete. But their existence 
does indicate the desirabiltiy of further inspection and the desirability 
for a complete study of the tariff structure. This does not mean that 
we feel there is no justific ation for protection. There are many cases 
where we think protection is desirable and necessary. 

The real difficulty, as we all know, hes in reconciling protection to 
individual industries with the national interest. This is true in all 
lines. One of the greatest problems will be reconciling import policy 
in agricultural commodities with domestic price support policy, es 
pecially on those products in which production is less than domestic 
requirements. Agriculture we know cannot be in the inconsistent 
position of urging a tight import policy on agricultural commodities 
and a liberal policy of nonagricultural commodities. 

The tariff problem may very well become more complicated and 
foreign competition may become more intense in certain areas, espe- 
cially if some improvement is not achieved in economic development 
and in trade policy in general throughout the world. Such develop 
ments appear desirable as a means of broadening the range of com 
modities offered in the American market so as to spread instead of 
concentrating competition. Diversification of products, for instance. 

Unless this happens foreigners may be forced by a shortage of 
dollars to concentrate on a few products to an even greater extent and 
in their desperation may even resort to subsidies or more vicious forms 
of dumping which are difficult to combat with the tightest laws. 

As a practical example, all of us in the cotton industry realize that 
the pressures on Japan to export cotton textiles to the United States 

ll increase if United States military expenditures in Asia are reduced 
and unless Japan can find markets for these goods elsewhere. It is 

atural and logical for Japan to develop sources of raw materials in 
the Far East and find markets for her textiles there. It is vital that 
United States policy be directed to this end. If not, our tariff prob- 
lems will become much more severe. 

We believe the Reciprocal Trade Agreements Act should be extended 
in its present form for a period of 1 year as an interim procedure and 
that in the meantime a comprehensive study should be made for the 
purpose of developing a broad, clear, concise, and integrated foreign 
economic policy. This broad aiken should determine tariff policy, 
not in and of itself, but in the light of policy with respect to other 
transactions across the United States borders including domestic 
preferences, transportation and the purchase of other services, and 
foreign investments. The study should relate our import polity to 
our policy with respect to technical assistance and economic develop- 
ment throughout the world, and of course of foreign aid. 

In favoring the extension of the Reciprocal Trade Agreements Act 
in its present form, we oppose extension in the form of the Simpson 
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bill, H. R. 4294, because of the drastic chaages which it makes in 
established policy. The unilateral action proposed with respect to 
set um, lead, and zine is a radical departure from the reciprocal 
srinciple and takes away the United States bargaining power to effect 
improveme nts in economic and trade policy in other countries which 
ie SO necessary in United States interests to attaining a high level 
of trade. Changing the character of the Tariff Commission from a 
fact-finding, advisory body to an autonomous and partisan political 
body whose decisions are subject to no review not only changes com- 
pletely the established function of the Commission but departs from 
ie system of checks and balances inherent in our form of gevernment. 

hen, changing the criteria which will guide the Commission in its 
decisions, and changing the procedure as the Simpson bill does, denies 
the right to consider the national interest, and is therefore contrary 
tothe original concept of the reciprocal trade uvreements program and 
ivainst the public welfare. 

Mr. JENKINS (presiding). You have made a full and complete state- 
ment of your case and your views. Are there any questions? 

Mr. Byrnes. Mr. Dunn, does not cotton today enjoy a qutoa under 


section 22 ¢ 


Mr. Dunn. Yes, sir. 

Mr. Byrnes. Do I understand that you would recommend a reexam- 
nation of that quota for the purpose of probably eliminating it so 

hat we could have this freer exchange of goods and accept some of 
the imports from the foreign countries ? 

Mr. Dunn. We feel that all these restrictions must be reexamined 
n the light of present conditions and in the light of our broad objec 
tives. With respect to the quota on cotton, I think it is only fair to 
point out that in most years its existence has been academic, ‘That 
s, we have an export balance. We produce much more than we con- 
sume. There are occasions now and then when the world price is 
below the United States price. Since we have a price-support program 
operat Ing in the United States, then that does create a problem which 
alls for some type of action. But we are saying we must review the 
entire program. 

Mr. Byrnes. You are saying we should review it from the stand 
point of eliminating any protective devices, as I understand it. kor 
nstance, on page 8, you say that mm oppose the action with respect 

o petroleum, lead, and zine in the bill as radical departures from 
reciprocal principle, which take away the United States bargaining 
powe Te 

Section 22, and the imposition of quotas under section 22—would 
you consider that as consistent with reciprocal principles ¢ 

Mr. Dunn. Yes. 

Mr. Byrnes. How? 

Mr. Dunn. It is recognized in the reciprocal-trade agreement pro- 
grams, the principle of section 22, just as the escape clause is recog- 
nized in the reciprocal-trade agreements programs which have been 
entered into. 

Mr. Byrnes. In the petroleum proposal, all you are doing is estab- 
lishing a quota there. That is all the bill suggests be done. If you 
have it for cotton, why can you not have it for petroleum # 

32604—53—— 116 
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Mr. Dunn. The particular statement to which you refer is a ques- 
tion on procedure. The question of unilateral procedures as against 
negotiated procedures. 

Mr. Byrnes. I have difficulty in reconciling your overall statement 
in representing the National Cotton Council and its attitudes toward 
international trade with the protection that cotton does enjoy under 
the legislation and practice in the field of control of imports. 

We also have duties, do we not, on cotton ? 

Mr. Dunn. There is a small duty on specific quality. 

Mr. Byrnes. And cotton textiles. 

Mr. Duxwn. Cotton textiles, certainly. 

Mr. Byrnes. And on cotton waste. 

Mr. Dunn. I do not recall now, but presumably there is. 

Mr. Byrnes. There is also a quota on cotton waste. 

Mr. Dunn. I believe there is an import quota. Please understand 
we have not suggested the elimination of all restrictions. What we 
have suggested is that in view of the national interests of the United 
States, and in view of our total foreign objectives, that is, our inter- 
national-policy objectives, that we must review all of these programs, 
including our own. 

Mr. Byrnes. But you would hope at the same time, I suspect, that 
they do not interfere too much with the present restriction on the 
importation of cotton ? 

Mr. Dunn. As I stated, we are inclined to feel that it is rather 
academic in the case of cotton, since we have an export surplus. 

Mr. Byrnes. And because you have a situation where sometimes 
the world market is below the American market ? 

Mr. Dunn. But that is not often. 

Mr. Byrnes. But it protects you against that. Is not that what 
the zinc people are here complaining about, and is not that why they 
feel they have to ask for some kind of protection, because the world 
market 1s away below the American market, and below what they have 
to get in order to keep their mines open ¢ 

Mr. Dunn. The difference is the existence of the price-quota pro- 
gram on cotton with these other basic agricultural commodities. 

Mr. Byrnes. I do not think it makes any difference if you have a 
support price or not when you come to the principle of whether you 
are going to let an industry be killed off. Just because you do not have 
a support price for zine does not mean that you can just sell that in- 
dustry down the river, while at the same time you protect cotton 
because we have a support price on cotton. 

Do you think that the question of whether you have a support price 
should be the controlling factor? 

Mr. Dunn. You do have a broad principle that you are pointing 
to, that is true. Again, I point to the section of my statement in 
which we say that we recognize that agriculture cannot be in an in- 
consistent position of urging tight import policies with respect to 
agricultural commodities and loose import policies with respect to 
nonagricultural commodities. 

Mr. Byrnes. You are advocating a loose policy toward other im- 
ports, are you not? 

Mr. Dunn. We have not made a specific recommendation as to the 
nature of the adjustment in any case. Our recommendation is to 
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study the whole thing so as to be sure we relate the national interest 
to the specific interest. 

Mr. Byrnes. I got the impression from what you said that we 
should reexamine our policies from the viewpoint of trying to elimi- 
nate certain restrictions that we have on imports. 

Mr. Dunn. I would also like to call again attention to the main 
burden of the presentation, which is that the heart of the problem 
lies outside of the United States, and that there are many other things 
which may be equal, if not more important than tariffs, or quotas, 
at the border. 

Mr. Byrnes. With that I agree 100 percent. I think too many 
people put all the emphasis on the matter of what the Trade Agree- 
ments Act provides. I think they are overemphasizing the impor- 
tance of this particular area of action as against the overall picture. 

Thank you. 

The Cuarrman. Are there any other questions? If not, we thank 
you, Mr. Dunn, for your statement, and the information you have 
ziven to the committee. 

Mr. Dunn. Thank you. 

The CuatrmMan. The next witness will be Mr. William Sullivan, 
president of the National Association of Cotton Manufacturers, 
Boston. 

Mr. Sullivan, if you will give your name and capacity in which you 
appear for the rec ord, and also if you will give the name of your expert 
who is with you, we will appreciate that. 


STATEMENTS OF WILLIAM F. SULLIVAN, PRESIDENT, NATIONAL 
ASSOCIATION OF COTTON MANUFACTURERS; AND MALCOLM G. 
CHACE, JR., PRESIDENT, BERKSHIRE FINE SPINNING ASSO- 
CIATES, INC., BOSTON, MASS. 


Mr. Foranp. Mr. Chairman, I want to say that Mr. Chace is from 
Rhode Island and is one of the big cogs in the wheel that provides 
employment for our Rhode Island people. He is a highly respected 
citizen and I am sure what he will have to tell the committee will be 
worth while and I am proud to have him here. 

The CuarrMan. You are well represented by Mr. Forand here. 

Mr. Cuace. Thank you. 

Mr. Suuirvan. My name is William F. Sullivan. I am president 
of the National Association of Cotton Manufacturers, 80 Federal 
Street, Boston, Mass. This association, formed in 1854, represents 
northern cotton, silk, and synthetic-textile mills which are located 
predominantly in New England. 

I should like to share the time permitted to us with Mr. Malcolm 
G. Chace, Jr., president of Berkshire Fine Spinning Associates, Inc., 
which operates 10 fine-combed-goods mills in 3 New England States. 
Mr. Chace is also chairman of the national committee of the associ- 
ation. 

The New England mills constitute about 20 percent of the cotton, 
silk, and synthetic- textile industry. Many of them have been oper- 
ating in the region since the founding of the cotton-textile industry 
over 125 years ago. There are approximately 100 mills employing 

70,000 workers with an annual payroll in excess of $190 million. 
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During the period 1946-51, a survey of 58 of these mills employing 
40,000 workers shows that addit ional amounts have been spent for the 
following purposes: Taxes, $170,306,000 ; local supplies, $168,690,000 ; 
modernization of plant and equipment, $96,447,000. 

Since the founding of textile manufacture in this country, it has 
been necessary to prov ide protect Ion against foreign producers. Oper- 
ating under those conditions, the industry has grown first in New 
England and then throughout the United States and developed a scale 
of wages commensurate with the American standard of living and 
far above the levels of compensation prevailing in foreign countries. 

The New England cotton textile industry has traditionally favored 
protection for workers and stockholders from the low-wage competi- 
tion of foreign countries and today continues to endorse such a policy 
in the interests not only of themselves, but the area, the industry, and 
the Nation. 

This statement sets forth the reasons for this position and signifi- 
cance of current and pending legislation. Briefly, New England will 
be hurt first and worst if foreign fabrics are substituted for American, 
because its mills produce goods with a high labor content at the highest 
wages paid in the industry. 

We favor proposals for a thorough investigation and examination 
of current trade policy, including tariff policy through a congressional 
or other governmental body. 

In anticipation of such an undertaking, and in view of the state- 
ments of the administration that no change in existing tariff rates is 
contemplated during the next year, we favor an extension of the prin- 
ciples of the Reciprocal Trade Agreements Act, with certain modifica- 
tions, for an additional year. 

Because at least a year and possibly longer may elapse before a 
settled trade and tariff policy becomes effective, interim legislation 
is of primary importance. We therefore urge that an extension of 
the Reciprocal Trade Agreements Act include a provision whereby, 
within 6 months, relief under the escape-clause provisions shall be 
granted when the Tariff Commission finds that imports resulting from 
concessions “cause of threaten unemployment of or injury to Ameri- 
can workers, miners, farmers, or producers, producing like or com- 
petitive articles, or impairment of the national security.” 

We also approve in principle such other amendments as grant the 
Tariff Commission sufficient flexibility to provide an effective remedy 
for injury, the use of duties to equalize costs of production, the use 
of countervailing duties, and the prevention of unfair practices, 
including dumping in import trade. 

Our reasons for supporting these modifications in the interim legis- 
ation rest upon the knowledge of certain fundamental characteris- 
tics of our industry which make it susceptible to rapid economic 
changes. The nature, location, and makeup of the industry is such 
that rapid changes cause widespread hardship. 

The cotton and synthetic textile industry of the United States con- 
sists of almost 1,200 plants from Maine to Texas, employing 564,000 
workers and producing an annual gross product of 12,220,000 linear 
yards of broad woven fabrics worth $5,103 million. 

The textile industry is made up of thousands of small- and medium- 
sized businesses in a 27-State area 








Vee. 
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Forty-three percent of the textile mills in the United States employ 
less than 20 persons and 73 percent employ under 100 workers. 

The average number of employees in textile mills in the United 
States is low in all regions and all branches of the industry. 


Employees per establishment 


United New Mid 

States England | Atlantic South 
Cotton and related broadwoven fabrics 401 169 8! 688 
Yarn and thread mills, except wool &8 212 74 250 
Rayon and related broadwoven 193 257 7 615 
Woolen and worsted manufactures 217 | 249 172 305 


The textile industry in addition to being one of the largest employers 
of American labor (1.25 million workers) is characterized by the fact 
that mills employ a relatively high proportion of the workers in the 
labor-market area where they are located. Hundreds of mills are 
situated in small towns where they provide either the sole or principal 
source of outside income to their community. Hundreds of other 
mills are located in textile centers such as Fall River, New Bedford, 
Spartanburg, and Greenville where they represent a large proportion 
of the total manufacturing employment in the area. 

In New England 1 out of 6 manufacturing jobs are in textiles, in 
Massachusetts 1 out of 7 jobs, and in Rhode Island 35 percent of the 
labor force is employed in textile manufacturing. Similar or higher 
proportions prevail in North Carolina, 54 percent; South Carolina, 
62 percent; and Georgia, 35 percent. 

The following table shows the concentration of cotton and syn- 
thetic textile employment alone as a percent of the labor force in a 
limited number of selected locations in New England and South 
Carolina. 

(The table is as follows:) 


Massachusetts: Percent Percent 
Adams : Be nein Bath es inupantaaigge 
Fall River’ pik cles ee Blacksburg__- écaste: a 
New Bedford’ a |S Buffalo ; iit SS 

New Hampshire: Manchester’... 16.9 Calhoun Falls ren ee 

Connecticut : Cateeche ‘ 1138 
Stonington 62 Central ae ee 
Baltic pith thnteht tee Jess. 83 Cherokee Falls 178 
North Grosvenor-Dale - 92 Chesnee_. ‘tae dictates 

Rhode Island: IN saat sie cite 'D ahd <cabbictschtbiielh 88 
Albion ; simi tcee nn Clifton ee etait, 
Anthony Ae) Clinton__ siecaccpeiachies: | da 
Ashton : AS 215 Cowpens na ae 

Maine: Easley ...__- ; head EE 
Lewiston sinvbbbadberiees, | Hee eee ee a ae ue oe 
Biddeford aitintutslas” sae Fairmont aarti tail 95 
Saco ee Ss Glendale ences: 
Sanford 101 Graniteville 177 

South Carolina: Joanna india bse Ba 
Anderson a a | Jonesville eee ae 
Areadia mnicietitneianeceatie: ee Lando a 
Bamberg ane ae Newberry Au - 


1 Percent of manufacturing labor force 
Source: Davison'’s Textile Blue Book, July 1952; United States Population Census, 1950. 
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Mr. Suuuivan. A relatively small number of the employees of cot- 
ton and synthetic textile mills are employed in large metropolitan 
areas where there is a diversity of manufacturing. Because of the 
size, distribution, and location characteristics of these mills, a change 
or shift in demand for their output causes particular hardship on 
textile workers. The history of numerous New England textile towns 
is ample proof of the suffering which is occ sioned by the loss of 
such employment. 

The outstanding characteristic of the industry is its highly com- 
petitive character with the resulting low free market price of textiles 
to the consumer. Because of the size of the American industry and 
the American market, as well as the ease with which new producers 
enter industry, price levels are determined by the forces of free do- 
mestic competition. Our wage levels would have to bear the burden 
if unprotected from low-wage world competition. 

During the 4 years 1942-45, inclusive, 51.4 percent of the produc- 
tion of cotton broad woven goods in the United States was used for 
war. 

Cotton broad-woven goods 


{Million linear yards] 


. . mn Percent 
» ] 
War Civilian Total War 
1942 5, 485.3 11, 108.3 419.4 
1943 5, 517.6 10, 582. 2 52.1 
1944 5, 789. ¢ 9, 546.7 60.6 
1945 3, 752.2 8, 711.7 43.1 





Because of the decline in production during the war, withdrawals 
from the military ranks of certain skilled workers became necessary 
to maintain production. 

The cotton-textile industry is also noted for its relatively high per- 
centage of labor costs to other costs. In the fine-combed-goods field 
in which New England mills specialize, costs of production are as 
follows: Labor, 45 percent; cotton, 40 percent; overhead, 15 percent. 

The labor cost is of particular significance when one realizes that 
raw-material costs vary only slightly from mill to mill, and the West- 
ern European mills export fine-combed goods to the United States of 
America. 

The characteristics of the industry are basically the same through- 
out the world. All the principal cotton and synthetic textile produc- 
ing countries have access to raw materials, machinery, and techniques 
available to us and have had years of experience in the production of 
goods. The cotton spindles of Western —— are twice that of the 
United States of America. Japan had 7 million spindles, mostly new 
since the end of the war; India, 11 million spindles; and the United 
Kingdom, 28 million spindles. Table IA shows the spindles by 
countries. 

The significant difference between United States and foreign com- 
petitors is the vast differences in wages. Our average hourly wage 
is from 200 to 1,200 percent higher than foreign competitors. 
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iverage hourly earnings of cotton textile workers, selected foreign countries and 
United States 


Country Hourly United States 
ae earnings ! exceeds by 
Cents Percen 
rance ? 38.0 242 
treat Britain 39.1 232 
ermany (West 30.5 326 
dia 9.4 1, 283 
taly 24.0 442 
apan 10.6 1, 126 
witzerland ? 43.0 202 
Dollars 
nited States 4 *,30 


1 All data for foreign countries as of late months in 1952 except India when latest available data is for 1949 
see tables 2-5 attached 

2 Earnings for France and Switzerland represent the average of a range of earnings as an overall national 
average not available. Range in Switzerland is from a high of 56 cents per hour for skilled males to a low of 
30 cents per hour for unskilled females. Range in France is from a high of 50.6 cents per hour for skilled males 
to a low of 30.5 cents per hour for unskilled females 

* United States earnings for broad woven fabric mills, cotton, silk and synthetic fibers—February 1958 


Source: Bureau of Labor Statistics, U. 8. Department of Labor. 


The significance of these enormous wage differentials can be under- 
stood when one recalls the history of the shift of two-thirds of the cot- 
ton-goods industry in the United States. It is a lesson in the eco- 
nomics of the industry which if disregarded in the international field 
would result in increased hardship for New England and widespread 
unemployment along the whole Atlantic seaboard. 

We point out this experience, not for the purpose of raising regional 
issues, but to demonstrate what could happen to the whole United 
States cotton textile industry if we fail to understand the importance 
of differences in wages between ourselves and foreign competitors. 
The Southeast, where 80 percent of the industry is now located, stands 
to lose more than New England. 

In the free market of this country the industry, being labor oriented, 
rapidly trends (with only a slight timelag) to communities and areas 
where labor costs and wages are lowest. 

In the past generation the cotton spindles in New England have 
declined from 16 million to 4 million, the jobs of 125,000 operatives 
were lost and 220 mills have either liquidated or moved in response 
to the lower production costs of other areas of the country. While 
New England’s spindle capacity was shrinking, spindleage in the 
South increased. 

This happened to the largest employer in an industrially mature 
and competent region simply because wages and significantly higher 
than those in other States. Compared to the wage differences be- 
tween United States and foreign textile producers, our domestic 
differential of about 20 percent seems small. 

The report on the New England Textile Industry by the Committee Appointed 
by the Conference of New England Governors— 


published this month finds that— 

the major explanation of New England’s decline in textiles is the large dif- 
ferential between wage costs— 

in that area and other parts of the United States. The report further 
states— 

in highly competitive markets an addition of a few cents a yard in the cost 


of producing cloth in any one area eventually means loss of sales and brings on 
operating deficits and resultant loss of employment. 
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This is not a theoretical abstraction or history of long ago. Only 
” year ago when the wage differential in the United States increased 
by 614 percent, New England mills, faced with a buyers’ market, 
were forced to take drastic measures. Curtailment and unemploy- 
ment were 3 times greater in New England and caused layotts of 
21 percent of the workers and part-time employment for an 
additional 35 percent. Weekly hi an-hours dropped 44.2 percent and 
payrolls by 41.9 percent. Over 25,000 workers in New England textile 
centers had exhausted all employ! ment compensation by February 1952. 
To alleviate the short time and unemployment caused by the disparity 
in Wages, a reduction in New England wages was ordered by arbitra- 
tion later in the vear. 

The secondary effects of curtailment and liquidation are borne by 
everyone in the textile community. 

It is no exaggeration to say that one textile job lost and not replaced means 
a loss to the community of twice the textile wages cut off. (Governors’ Report, 
p. 20). 

Table 6 shows the direct impact on the United States textile indus 
try of a loss of 10 percent, 20 percent, and 30 percent of its market. 
Additionally many mills would go out of business completely, end 
others de pe ndent on the industry, would be so injured as to greatly 
increase the total loss. 

For many years a favorite myth of the New England public was to 
assume that its higher wages were merely a reflection ot higher out 
put per man-hour. Although there might have been some truth in the 
statement when the domestic competitive industry was in its infaucy, it 
ceased to be true long ago. The highly experienced and well estab 
lished indust ry of We ste rm Europe is freque ntly accused of such a low 
efficiency and produc tivity as to be no threat to the welfare of our own 
industry. To New England textile men such assertions have a famil- 
iar and doleful ring. Granted there is higher efficlency among the 
United States mills, it nevertheless does not follow that it is so much 
ereater that it can overcome the enormous differences in wage costs. 

There are no complete reports available comparing productivity in 
United States mills with that in other countries, but on the basis of 
the 2 mill departments studied in the United States and in England, 
the card ro a and the spinning room, the excess of OHP (operative 
aaa per 100 pounds of yarn produced) in British mills over Ameri- 
can mills is 120 percent—compared with American wages exceeding 
British wages by 232 percent. This data tends to establish the fact 
that the superior American productivity is not sufficiently great to 
overcome the wage handicap (productivity team report of a visit to 
the United States in 1949 by a group representing the British cotton 
spinning industry). 

Need for interim safeguards. The American cotton and synthetic 
fiber textile industry needs protection from low-wage foreign com- 
petition. The present tariff rates resulting from substantial redue- 
tions in 1939 and again in 1948 have not been tested under normal con- 
ditions of world competition. During the war much of the work * 
industry was destroyed. The postwar period of rebuilding until 1 
cently has been delayed by shortages of raw material. 

During this abnormal period, American wages have risen further, 
248 percent since 1939 and 21 percent since 1948. 
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The rapidity with which competition in this volatile industry can 

use ule mployment must not be underrated. Last year 1n New Eng 
and in the space of a few months, unemployment increased fivefold. 
lable 7 demonstrates the swiftness with which disaster strikes, and the 
snowballing of unen iployment. 

New England will be hurt most by the importation of English, 
French, Swiss. and German textiles bee ‘ause those countries pre CLUce 
he fine combed goods which are made by northern mills. These 
countries have the traditional] ability and skills to make these fabrics 
Furthermore, because these fabrics have the highest relative labor 
content, differences in wages cause greater differences in cost. 

Japan, although traditionally not a fine combed goods producer, 


has recently been importing such fabries into nt aE intry and plans, 
according to their official : nouncements, to increase its proportion 
of such goods 

The Kureha Textile Review, March 21, 1953, published in ‘Tokyo 
states: 


We must endeavor to manufacture cotton goods of higher process as well as 
ottons of finer qualities together with devicing to make novel cotton textiles 
blended with other manmade fibers domestically produced. 

The impact of the Japanese rebuilt modern textile industry may 
soon be felt in this country. 

Japanese towels are now selling for 80 cents a dozen in New York 
whereas the American product sells for $1.275. Better grade Japa- 
nese towels sell for $1.10 per dozen as opposed to $1.31 for comparable 
United States towels. > 

English typewriter cloth is now being imported into this country at 
an average price, with duty, of from 64 to 68 cents per y: ard, whereas 
(merican mills cannot make the cloth for less than 78 cents per yard. 
At least two New England mills have had to abandon the production 
of these fabric 

Velveteens are being imported into this country from Italy an 
Japan in substantial quantities at prices 15 to 20 percent below a 
of American producers. For example, twill-black velveteen from 
Italy sells for $1.975 to $2.075 as compared with the American price 
of $2.275. Japanese plain back velveteens are imported at 8714 cents 
compared with the United States price of $1.225 

Japanese lenos, a lightweight open mesh cloth used in the manu- 
facture of shirts, is now being sold in the United States at an average 
price, including duty, of he cents per yard finished, whereas the 
American selling price is 3334 cents per yard. sapenens broadeloths 
are being sold duty added in this country from 61% to 7 percent under 
United States prices. 

While the problem of foreign trade and tariff policy is reexamined, 
proper safeguards against the threat of unemployment and injury 
to American workers and producers should be provided. The purpose 
of the original Reciprocal Trade Agreements Act of 1934 included 
restoring the American standard of living and overcoming domestic 
unemployment. It would be unwise to risk domestic unemployment 
and the American standard of living during this interim. Failure 
to provide such safeguards might well lead to a situation in which 
careful deliberations would become impossible because of the pres- 
sures created by unemployment and injury. 

(The tables referred to follows:) 
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Tas_e l-A,—Estimated total world’s cotton spinning spindles 


[In thousands of spindles) 


Cotton aystem 
spindles, 
July 1952 


EUROPE 


| 


Austria a 578 
telgium 5 a 1, 851 
Bulgaria ’ = Se ee oe 235 
Czechoslovakia *._............ 2, 380 | 
enmark penersaane o— 5 
Denmark 116 
Finland SRISECSSOEE 337 


France 
Germany (Western Zone)*__ 
Germany (HBastern Zone)*- 
creece 7 Es hia 
Holland AF 
Hungary ’ i. . 
Italy 
Norway 
Poland * 
Portugal Sea iatiad 
Roumania * 


Spain = ae a 
Sweden : 
Switzerland ; a 1,170 
United Kingdom 27, 977 
ga sll 9, 900 
Yugoslavia * Be sid ciieataids B89 
(thers___- e 19 
Total? jccssiilcikadiaee -. %3,076 
SOUTH AMERICA 
Argentine ibaa Dake 607 
Brazil cat css apabaediaial 3, 248 
Chile ties iach emecian ictal di 191 
Colombia diesen eadicustina 386 
Ecuador a an aaa 76 
Paraguay- neuginuampeupin 30 
Peru aT 199 
Venezuela uadacomammneiin - SO 
i Se we SOs 111 
Total__ igi 


4,928 
NORTH AMERICA 

1,127 
1,114 


Canada 
Mexico 


1Estimated. No returns received. 








2 Of the 73,076 million European spindles, 


Source: International Cotton Federation, 


Cotton system 
spindles, 
July 1952 


NORTH AMERICA—continued 
Bt WO ces iccnitenaitnnns cial 17 
United States 4 : 23, 226 
| Others 150 








Total_. ‘out .. 25, 664 
AFRICA 
Belgian Congo om 1 
Kgypt * a 539 
South Africa : 125 
eta ce cian ine 103 
Tee oS 812 
ASIA AND OCEANIA 
Australia__ aah a 254 
China *___- 4,100 
Hong Kong . 200 
India_. ais 11, 241 
Iran 163 
Israel ad ile 46 
Japan Wee: ntiliatds . < 6, 948 
Korea____- 3 : 117 
Lebanon___-— i eneaiehatabenttindli 71 
Manchuria * se 251 
RR 527 
a Pare Oe A ne 35 
SN iti ca al 53 
Turkey . Feet tases 383 
Others 7 seiidad diate nated aa 381 
iii ica a cal 24, 770 
WORLD RESUME 

Europe ee ee , . 73,076 
North America ae 
Asia and Oceania___......... 24, T70 
South America____---~- oa 4, 928 
BIO R . ccowdcsine nig 812 
Geend tetel: sca 129, 250 


57,115 million are in western Europe. 
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Taste Il.—France: Wages in tertile industry, January 1953 


Sell illed worke 
Skilled worke1 
Hicl skilled worke1 
c a M terv of La nd So 1 Security, “Enquete Sur L’Activite Economique 
et I ns tins 1} pl] M Oceuvre Janua 19F 
Meliel vate of exel 0 francs equals $1 U. § 
Prepared Divisi« ‘ I ‘ n Lalh« Conditions, Bureau of Labor Statistics, 1 - 





TA Ill Great Britai lrerage earnings and hours worked last pay week 
October 1952 





( \ S Wea i 
4 
12.7 13.6 
\ Od 119 1 12 lid 
A i 37d 33.50 4.1d 
M t rk >] 4 \ rnir 42.10 41.80 42.3d 
Fer ork over 18): A hourly ear 29.4 29.2d 30.40 
Sou M trv Labour ¢ ett M h 195 
‘ k At the off rate of change hilling (s qual 4 United States cents; 1 penny (d.) equal 
1.1 i States ¢ 
I ired by D f Foreign Lat Conditions, Bureau of Labor Statistics, U. S. Department of 
Lat \ hington, D. ¢ May 19 
Taste I1V.—IJndia: Average hourly earnings in the tertile industry, 1949 
In United States cents] | 


At exchange At exchange 
rate before rate after 
devaluation | devaluation 


All text hined 13.6 9.4 
( ¢ tart 15.3 10.6 
s ‘ extile Wages in Ir ternational Stud, International Labor Office 
Prepared by Division of Foreigt ibor Conditions, Bureau of Labor Statistics, U. S. Department of 
I \ t< D. ¢ May 195 


TABLE V Japan: {verage earnings and hours worked in textile mill products, 
September 1952 


Ye er Hours px Yen per U.S. cents 


mont montt hour per hour 


Textile mill product 8, 127 200. 9 40. 45 11. 24 
Silk reel 6, 120 199.0 30. 37 8. 44 
Cott und ravon staple spinning mill &, 785 194. 6 45.14 12. 54 
Broa ( S] yo 
n 7, 549 197.1 38. 30 10. 64 
NOTE At the official rate exchange, 1 yen equals 27.78 United States cents : 
Prepared t Division of Foreign Labor Conditions, Bureau of Labor Statistics, U. 8. Department of 
La Wa t D., ¢ May 1953 


Labor Statistics and Resear Bulletin, November 1952. 








TRADE AGREEMENTS EXTENSION 














A( 





I 


Ol 





Vi Estimated distribution of economic loss to United States if domestic 
tertile industry loses market to foreign producers 
ln t | 
1 20 5 0 1M 
1, 058, 603 ] Ki 2 ( 0 
A l ea fw ker $3, 029. 034, OOK $302, 903, 404 $60. SOK SO0)N 0, 200 
f f compa es 44 000. O00 1 500. 000 RO IN wn 4 we 
] taxes panies 31, OOO, OOK 3, LOO, OOF 106, 200, O00 +, 300. 000 
( aterials, fuel, electr and 
t ct work &, 102. 36 Om R10, 236 0 620, 473. 000 2, 430, 709. 500 
t nd local taxe nd overhead 2, 9. Or 29 00 2, 590, 200 228, SSH. 300 
Unempk ent compe 0 894, ORO 111. 789. 160 67. 682. 240 
2. 870. 350, 000 |1, 342. 929, 080 HR5. S59. 166 4. 028. 787. 240 
nt ( to Fed 1G I 
I ‘ vorke 322 601, 844 2 a4 4, 521 s Mi, 78 2 
l pane 100, OOF , " Mw, 2 " l i) 
R53. 601. 844 85. 360, 184 20, 368 256, OS 2 
ut ept wool « ( 1 pet yar 1 »t Meet pu 
‘ ind ant ‘ if worke 1951 Su M tures, Bu ( ( 1s, 
Depa it of Co ( 
Prof mn | taxes of companies: Quarterly reports Securitic I hange ( 
} ‘ 
( ( , fuel, electricity and contract work: 1951 § fanufactures 
( 1} iXe ind overhead: Computed on bas f ( ided by manufacture (1951 Survey 
wciures) minus payrolls, profits, and Federal 
rv mie compensation: Computed on basis of ave naximum benef paid in key le 
Income taxe om workers: Compu f 1953 thholding table by Bure 
Internal Reve Number of depe worker base« n percentage of ¢ ees ¢ 
let how! statemer n behalf of 25 cotton il rayon te | panic New I ind 
before the National War Labor Board (Oct. 6, 1944 
Income taxes from companies: Quarterly reports for 1951 ff Securities and Excha Commissio 
ranLte VII Monthly employment and man-hours data for northern cotton and 


synthetic tertile mills, 


Number of 
production 
workers ! 


1951 
January a it 
February ‘ wo 
March 
A pril 
May 
June > = 
July 
August 
Septem ber 
October 
November i 57 
December ‘ 56, 5g 

1952 
January _ 
February - -. 
March 








, 194 
7 479 


A pril 47, 472 


May 46, 746 


1 Average for week ending nearest 15th of each month. 


Source¥ The Nationa) Association of Cotton Manufactirers. 


Nun 
man 


iber 


1951 and 1952 


of 


hours 


2, 915 


9 84] 





) 
) 
> 
9 
9 
9 


796, 


759. 


, 331 
. 514 
, 382 
, 434 

862 
, 387 











Percent decrease each 
month from January 
1951 


Number of 


Number of 
production Um Der Of 








hours 
workere man-hours 
OY { 5 
2.0 2.5 
2.3 4.1 
1.3 5.3 
2 6.7 
6.1 14.8 
0.9 21.6 
12.7 24.4 
13. 2 26. 1 
17.8 29. 9 
19.1 27.9 
21.8 30 9 
26.3 35 1 
28.2 32.2 
32.1 42 
33. 2 14.2 














1840 TRADE AGREEMENTS EXTENSION ACT OF 1953 


The Crarrman. We thank you very much for your presentation. 
Do I understand that your associate now wishes to be heard ¢ 

Mr. Cuace. Yes. My name is Malcolm B. Chace, Jr. I am presi 
dent and treasurer of the Berkshire Fine Spinning Associates, manu- 
facturers of fine combed cotton goods. We operate 11 plants in New 
England, mostly in small towns in Massachusetts, Rhode Island, and 
Vermont. We employ 9.000 people. We make goods such as broad 
cloths, handkerchief cloths and shirtings. 

During 1953 we estimate our payroll will amount to about $23 
million. We will purchase approximately $20 million worth of cotton. 

I am here today to support the position taken by Mr. Sullivan of 
the national association, and I would like to give an example of why 
we feel that we need some strengthening of the escape-clause procedure. 

Mr. Saptak. Mr. Chairman. 

The Cuarrman. Mr. Sadlak. 

Mr. Sapitak. Did you present a statement to the committee, Mr. 
Chace? 

Mr. Cuace. No, sir. I am just giving examples to support the 
position of the national association. 

I have here a sample of the cloth made in Japan. Recently we have 
encountered competition in our domestic market by these goods coming 
in. 

I have here two shirts. One is made out of Berkshire material and 
the other is made out of Japaneses material. I would like to show 
these to you, if I may. 

The Japanese cloth is selling for 29.7 cents in the market. 

The Carman. Pardonme, Mr.Chace. As long as you have passed 
these shirts up here, I remember before we got into this last war that 
the Japanese were putting the shirts deliverable in London far below 
the cost of production in Great Britain, and they were also going into 
the cheapest labor market in the world in Calcutta and underselling 
the British. 

Mr. Cuace. That is correct. 

The CHairman. I recall ina magazine article published at that time 
that the British said that the chances are 50-50 that the United States 
will get into a war with Japan. 

Mr. Cuace. We believe as far as we can find out that Japanese tex- 
tile wages are about a tenth of what ours are in New England. The 
market price of the Japanese goods is 29.7 cents. We are asking 
33.75 cents for our goods, which is a 4-cent differential. The Japanese 
price is well below our cost of production. 

We have one mill that is entirely operating on fabrics such as that 
in the shirt. It employs 800 people. How many of those goods are 
coming into our market we do not know as yet. That is a specialized 
fabric. It takes a year or two for a mill to get really into production 
on it. Last year was the first time we saw any of these goods in the 
market. 

It is perfectly possible that they may come in in a flood during the 
coming year. The Japanese Spinners Association say that they expect 
to export into this country four times as many goods as they did in 
1952. If these goods should turn out to be fabrics such as these, or 
a large percentage of them, this mill of ours employing 800 people 
might perfectly well be completely out of business and our workers 
unemployed. 
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We feel that the present reciprocal-trade treaty does not give enough 
relief to take care of instances such as this, and that is why we favor 
the strengthening of the escape-clause procedure as outlined in the 
Simpson bill. 

Thank you. 

The Cuarman. We thank you very much for your presentation. 

Are there any questions / 

Mr. Saptak. Mr. Chairman, in observing the shirts that were passed 
up here for comparison, I find no indication where they were made. 
Mr. Cuace. The shirts were made in this country, so that the qual 
ity of the sewing or whatnot does not make any difference. The cloth 

was imported from Japan. 

Mr. Sapvak. I did not understand from your remarks that the shirts 
were made here in the United States. 

Mr. Cuace. In this particular case both shirts were made in the 
United States. It is just the fabric. We make no shirts ourselves, and 
therefore our competition is the cloth, not the shirts. 

The Cuatrman. Thank you very much for your presentation. 

Mr. Cuace. Thank you, sir. 

The Cuarrman. The next witness is Mr. Stanley H. Ruttenberg, 
director of research, of the CIO. 

If you will just give your name and the capacity in which you 
appear, for the record, we will be delighted to hear you. 


STATEMENT OF STANLEY H. RUTTENBERG, DIRECTOR, DEPART- 
MENT OF EDUCATION AND RESEARCH, CONGRESS OF INDUSTRIAL 
ORGANIZATIONS 


Mr. Rutrenserc. My name is Stanley H. Ruttenberg, and I am 
director of education and research, of the CIO. I have a longer state 
ment. I will read parts of it and skip other parts. If the entire state- 
ment can be included in the record, | would appreciate it. I will try 
to restrict my presentation to 10 minutes. 

The CHarrMan. Without objecton, the statement will be inserted in 
the record. 

(The statement is as follows:) 


STATEMENT ON H. R. 4294 ny STANLEY H. RUTTENBERG, DIRECTOR, DEPARMENT OF 
EDUCATION AND RESEARCH, CIO, ON BEHALF OF THE CONGRESS OF INDUSTRIAI 
ORGANIZATIONS 


My name is Stanley H. Ruttenberg. I am director of the department of educa- 
tion and research of the Congress of Industrial Organizations. I appear here 
today on behalf of the Congress of Industrial Organizations in opposition to the 
Simpson bill, H. R. 4294. 

The CIO has been and remains a strong and ardent supporter of a reciprocal 
trade-agreements program. We support its extension for 1 year without change. 
We do this in the hope, however, that during the coming year a most intensive 
and thorough study and analysis of the role which reciprocal trade plays in the 
entire field of international economics will be made. We have some reservations. 
But such reservations as we have relate not to reciprocal trade, but to its place 
in the whole picture of international trade and development. 

At the outset, I should like to set forth some background information. In the 
first place, we in CIO realize the great need that countries abroad have for earn- 
ing the necessary dollars with which to buy the many products they need in the 
United States. We also realize that trade by our allies enhances their ability to 
improve their standards of living and thus better resist Communist aggression. 
We further realize that much of American industrial production is dependent 
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upon importation of many key basic metals and minerals. Many of these metals 
and minerals come from the underdeveloped or lesser-developed countries of the 
world. If these areas of the world fall into the control of the Soviet sphere of 


nfluence our industrial potential will be hard pressed to continue full production 
and, in many instances, to continue production at all. 
In addition, we realize that many of our industries in the United States are 


dependent upon exporting reasonable amounts of their own production. Many 


workers in key industries, such as auto, steel, electrical machinery, and others, 
are dependent for their jobs upon exports of the products which they produce. 

On the agricultural side, many commodities are exported in large quantities, 
Serious curtailments of agricultural exports, such as have occurred in the past 


months, if continued, would seriously affect the stability of the agricultural 
econom 

It is because we realize that all of these factors are so interrelated that we 
believe that substantial levels of international trade must continue and that 
nterferences with trade through various types of barriers—such as quotas, duties, 
customs regulations, etc.—are not in the best interest of our own country or 
our allies and friends around the world. The reciprocal trade agreements pro 
gram, in many ways, is a program designed to help American industries and 
American workers. However, we must simultaneously find solutions to the 
problems in the American economy which are created by increased trade. 

There is no denying the fact that promoting and encouraging trade with the 
United States tends to encourage many of the European countries to believe that 
increased trade with the United States is their sole and exclusive solution to 
the serious imbalances in trade that now exist. These encouragements in trade 
have been carried so far that miuny people thoughout Europe and many of our 
leaders here in America have taken with great force and enthusiasm to the 
slogan, “trade, not aid.” This slogan is not a cure-all for their problems or, 
for that matter, for our problems 

For example, if we in the United States were to eliminate all our barriers tu 
trade—be they duties, quotas, or customs regulations—the United States would 
till not buy enough to solve Europe’s problems of balancing trade. <A false hope 
is held out to our allies and to our own people in this country 

It appears that Communists in Europe have jumped on the bandwagon ana 
are now also strong promoters of “trade not aid.” 

Europe's acceptance of the “Trade, Not Aid” slogan, in addition, is dangerous 
because it distracts the European countries, including England, from solving the 
more basic problems which are so essential for economic stability. These prob- 
lems, for example, relate to the intra-European barriers to trade. The accept- 
ance of the slogan distracts the Europeans from aggressively developing mass 
markets in their own countries for the products which they produce. This, 
of course, means that little attention is paid to improving the living standards 
and working conditions of the people. “Trade, Not Aid” permits them to look 
elsewhere for solutions to their problems, rather than looking, at least in part, 
in their own backyard. 

Furthermore, trade with the underdeveloped countries must of necessity take 
the place of the markets which are now lost to a great degree by the curtailment 
of trade with the Iron Curtain countries. Countries throughout the world must 
realize that the sole solution to their problems does not rest in encouraging 
trade with the United States. 

Our warning, however, is that further development of trade with the United 
States is not the panacea that many people now think it is. 

As we move along in the United States toward the development of more trade 
or as the United States continues its present reciprocal trade-agreements program 
without the crippling amendments which are in the Simpson bill, there will be 
specific cases in which our domestic industries, local communities, and American 
workers will be unfavorably affected by increased trade. 

There are two ways to handle the problem of the effect that increased imports 
into the United States has upon American industries, communities, and workers. 
On the one hand, we can do what the Simpson bill tries to do, that is, increase 
duties, establish quotas, and develop further barriers to trade. On the other 
hand, we can move to find specific solutions in the American economy to help the 
individual industries, communities, and workers who are affected by United 
States imports. 

If we follow the first course of increasing barriers to trade, we may—and I 
reemphasize the word “may’’—help the individual workers directly affected. 
Lut we also, as we move to increase barriers, will affect our international rela- 
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ons with free countries throughout the world. In addition, the working people 

countries abroad, dependent on selling commodities to us, will be unfavorably 
ffected. Both of these developments will aid the cause of Communist aggres- 
sion and enable the Communist propagandists to take advantage of conditions 
which grow out of the inability of countries to sell their products on the world 

rket. By increasing barriers to trade, the countries affected by these barriers, 

o longer able to sell to us, will no longer be able to buy from us. If they are 

nable to buy products which we produce in America, our workers responsible 
for producing these products, as well as the companies and plants, will also be 
iffected. 

On the other hand, if we approach the problem of workers, communities, and 
niants affected by competition from imports directly, we gain a solution to the 

ob ein without involving the whole host of other factors mentioned above. 

We in CIO, therefore, feel very strongly that the time has come to face the 
fundamental question—a fundamental question which has not yet been adequately 
dealt with, which has been talked about, talked around, but not appreached 
positively by the responsible congressional or executive authorities—that is, 

problem of how the United States can continue to promote necessary trade 
with countries abroad and still minimize the effect that such trade has upon 
American workers, American plants, and American communities. To face this 
problem requires bold and forthright action. 

The CIO, therefore, feels that during the coming year, while these problems 
are once again studied, that we ought not to move backward in our trade policy, 
as H. R. 4294 would have us do, but we should remain at least where we are 
today. This is why we oppose H. R. 4294 and support a simple 1-year extension 
of the reciprocal trade agreements program without amendments 

As I have said before, we will move backward tradewise unless we face up 

» the Government's responsibility in this whole area of giving aid and assist- 

nee to plants, communities and workers aff-cted by increased imports. 

We in CIO feel that the channels of trade throughout the free world must 

it only be kept open, but must extend much beyond just trade with the United 
States. The problems that such trade with the United States raises must be 
net head-on through such means as retraining, relocating, and transporting 
the workers affected by increased imports. In addtion, during this period of 
retraining and relocating, supplemental unemployment compensation must be 
paid the workers to tide them over the period of dislocation. Also, financial 
assistance to communities may be given to aid these communities in finding 
and attracting new plants and new industries to produce new or different com- 
modities. Aid to particular plants and particular companies either to enable 
them to convert to production of other products or to develop more efficient 
methods whereby they can better compete with imports may well be necessary, 
also 

This is just, in brief, an outline of the areas to which any study of promoting 
nternational trade must look, if we are to be successful in keeping the channels 
of international trade open. 

In addtion to these areas of assistance to local workers, plants, and com- 
munities, some means must be developed whereby labor standards and living 
conditions abroad are improved. The International Labor Organ‘zation has 
heen making efforts in this direction now for 35 vears. We must explore new 
ways and means of accomplishing this objective. The improved labor standards 
and living conditions in countries abroad would minim’ze competition from the 
low-wage areas, particularly where such competition cannot be counteracted by 
greater American efficiency of production. 

The problems of reciprocal trade must be placed within the proper framework 
RTA plays only a small part in the solution to the imbalances of trade that exist 
throughout the world. I have already mentioned that as trade between the Con- 
tinent and the Iron-Curtain countries is curtailed, it becomes necessary for these 
countries to find markets for their products elsewhere. They can either find 
markets in the United States or markets elsewhere in the non-Iron-Curtain 
countries. 

The greatest potential area of markets is the underdeveloped and lesser devel 
oped countries of the world. But to look to these areas for a solution to the 
trade problem is a long-run solution. These underdeveloped countries will not 
become immediate markets, but potentially they do have the possibility of be 
coming extremely good customers for not only the products that Europe makes 
but also many of the products which we produce in the United States. Simul- 
taneously, of course, the underdeveloped countries become important suppliers of 
raw miterials for the free world. 
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It is, therefore, essential that we promote more aggressively the whole ques- 
tion of the development of underdeveloped areas. Not only is the development 
of these areas important in terms of international trade and international stabil- 
ity but it is important to develop these markets in these countries as a means of 
preventing them from falling prey to Communist propaganda and becoming vic- 
tims of Communist aggression. These underdeveloped countries must continue to 
receive not only technical assistance, which they are now receiving to a limited 
extent from both the United States and the United Nations but it is necessary te 
expand investment opportunities for both Government and private interests. 

In the interim period, we must continue to break down the barriers to trade 
that exist in Europe, including England 

In addition, as I have already pointed out, the development of national mar 
kets in these individual countries is also essential. However, while all of this 
goes on, continued economic aid, more extensive than that now contemplated, is 
essential to promote the economic stability of these countries, 

No one of these suggestions is meant to be interpreted as an argument against 
the gradual reduction in the barriers to trade that exist,in the United States 
These suggestions shou!d be taken only as indications of the areas that need to be 
handled properly if we are to make any serious contribution at all to the problem 
of international peace and international stability. 

These are not easy problems to solve. We cannot look to easy and simplified 
solutions. The Simpson bill, in our judgment, is an easy but false way out of 
very involved and complicated problem. We in the CIO believe in facing up to 
the serious and involved complications of the problem of international stability 
and finding sound, long-run solutions. It is to this end that we in CIO dedicate 


ourselves and hope that this administration and this Congress, as they study the 
problems during the next year, will also dedicate themselves 
CLO CALtus FoR YEAR EXTENSION OF REcTIPROCAL TRADE AGREEMENTS AND OPPOSES 


SIMPSON BIL! 


The CIO today called for extension of the reciprocal trade agreements program 


for 1 year without change and opposed the Simpson bill. 
In testimony prepared for delivery Tuesday before the House Ways and Means 
Committee, Stanley H. Ruttenberg, director of the CIO Education and Research 


Denes tment, also called for a year of most intensive and thorough study and 
analysis of the role which reciprocal trade plays in the entire field of international 
economics 

Ruttenberg pointed to the many interrelated factors to be considered and added 
‘we believe that substantial levels of international trade must continue and that 
interferences with trade through various types of barriers—such as quotas, duties, 
customs regulations, etc.—are not in the best interest of our country or our allies 
and friends around the world.” 

Reciprocal trade, he said, “in many ways, is a program designed to help Ameri- 
ean industry and American workers. However, we must simultaneously find 
solutions to the problems in the American economy that are created by increased 
trade.”’ 

Ruttenberg labeled the “trade, not aid” slogan of the Republican Party as 
“not a cure-all” for the problems of European allies or the United States. 

He noted that European Communists are now strong supporters of “trade, not 
aid” and added that congressional developments in simultaneously cutting aid 
and curtailing trade was playing into the hands of the Communist elements who 
are waiting for an opportunity to take advantage of unfavorable economic devel- 
opments in the European countries. 

The Simpson bill, by increasing duties, establishing quotas and developing 
further barriers to trade, would unfavorably affect United States relations with 
other free countries and the position of workers in those countries. Both devel- 
ypments, Ruttenberg said, “will aid the cause of Communist aggression and enable 
the Communist propagandists to take advantage of conditions which grow out 
of the inability of countries to sell their products on the world market. 

“United States workers and industry dependent upon substantial foreign sales 
would also be affected,” he added. 


Mr. Rurrenserc. I appear here today on behalf of the Congress s 
Industrial Organizations in opposition to the Simpson bill, H. R. 425 
The CIO has been and remains a strong and ardent supporter of the 


th 
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reciprocal trade agreements program. We support its extension for 
| year without change. We do this in the hope, however, that during 
the coming year a most intensive and thorough study and analysis of 
the role which reciprocal trade plays in the entire field of interna- 
tional economics will be made. We have some reservations. But 
such reservations as we have relate not to reciprocal trade, but to its 
place in the whole picture of international trade and development. 

At the outset I should like to set forth some background falemenee 

tion. In the first place, we in CIO realize the great need that 
countries abroad have for earning the necessary dollars with which 
to buy the many products they need in the United States. We also 
realize that trade by our allies enhances their ability to improve their 
tandards of living and thus better resist Communist aggression. We 
further realize that much of American industrial production is de- 
pendent upon importation of many key basic metals and minerals. 
Many of these metals and minerals come from the underdeveloped or 
lesser-developed countries of the world. If these areas of the world 
fall into the control of the Soviet sphere of influence, our industrial 
potential will be hard pressed to continue full production and, in 
many instances, to continue production at all. 

In addition, we realize that many of our industries in the United 
States are dependent upon exporting reasonable amounts of their own 

production. Many workers in key industries, such as auto, steel, elec- 
trical machinery, and others, are dependent for their jobs upon 
exports of the products which they produce. 

On the agricultural side, many commodities are exported in large 
quantities. Serious curtailment of agricultural exports, such as have 
oecurred in the past months, if continued, would seriously affect the 
stability of the agricultural economy. 

It is because we realize that all of these factors are’so interrelated 
that we believe that substantial levels of international trade must 
continue and that interferences with trade through various types of 
barriers—such as quotas, duties, customs regulations, ete.—are not in 
the best interest of our own country or our allies and friends around 
the world. The reciprocal trade agreements program, in many ways, 
is a program designed to help American industries and American 
workers. However, we must simultaneously find solutions to the 
problems in the American economy which are created by increased 
trade. 

There is no denying the fact that promoting and encouraging trade 
with the United States tends to encourage many of the FE Juropean 
countries to believe that increased trade with the United States is 
their sole and exclusive solution to the serious imbalances in trade 
that now exist. These encouragements in trade have been carried so 
far that many people throughout Enrope and many of our leaders 
have taken with great force and enthusiasm to the slogan, “Trade, 
not aid.” This slogan is not a cure-all for their problems or, for 
that matter, for our problems. 

Mr. Sapiak. At that point will you tell us why you attribute the 
“Trade, Not Aid” slogan to the Republican Party? The newspaper 
release attached to the formal statement now being made by you, 
reports, in paragraph 4: 


Ruttenberg labeled the “Trade, Not Aid” slogan of the Republican Party as 
not a cure-all for the problems of European allies or the United States. 
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Mr. Rurrenserc. There is nothing in the statement that states it is 

a slogan of the Republican one It is fair to assume that many 
pom smen for the Re pub lican Party have accepted that slogan as a 
asis for their approach to the prob lem. 

Mr. Saptax. 1 think your release ought to so specify and be 
aimel ded accordingly. 

Mr. Rurrenserec. I have not seen the newspaper release. I will be 
glad to look at that later. 

For example, if we in the United States were to eliminate all our 
barriers to trade—be they duties, quotas, or customs regulations—the 
United States would still not buy enough to solve Europe’s problems 
of balay cing trade. A false hope 1S held out to our allies and to our 
own pre ople. 

It appears that Communists in Europe have jumped on the band 
wagon and are now also strong promoters of trade, not aid. 

Europe’s acceptance of the “Trade, Not Aid” slogan, in addition. is 
dangerous because it distracts the European countries, including Eng- 
land, from solving the more basic problems which are so essential for 
economic stability. ‘These problems, for example, relate to the intra- 
Europea n barriers to trade. The acceptance of the slogan distracts 
the Europeans from aggressively deve loping mass markets in their 
own countries for the pl oducts which they produce e. This. of course. 
means that little attention is paid to improving the living standards 
and working conditions of the peop ve. Trade, not aid permits them 
to look elsewhere for solutions to their problems, rather than looking, 

least in part, in their own backyard. 

Furthermore, trade with the underdeveloped countries must of ne- 
cessity take the place of the markets which are now lost to a great 
degree by the curtailment of trade with the Iron Curtain countries. 
Countries throughout the world must realize that the sole solution to 
their problem does not rest in encouraging trade with the United 
mtates. 

Our warning, however, is that further development of trade with 
the United States is not a panacea that many people now think it is. 

As we move along in the United States toward the development of 
more trade, or as the United States continues its present reciprocal 
trade agreements program without the crippling amendments which 
are in the Simpson bill, there will be specific cases in which our do- 
mestic industries, local communities, and American workers will be 
unfavorably affected by increased trade. 

There are two ways to handle the problem of the effect that in- 
creased imports into the United States hi as upon American industries, 
communities, and workers. On the one hand, we can do what the 
Simpson bill tries to do, that is, increase duties, establish quotas, and 
develop further barriers to trade. On the other hand, we can move 
to find specific solutions in the American economy to help the indi- 
vidual industries, communities, and workers who are affected by 
United States imports. 

If we follow the course of increasing barriers to trade, we may— 
and I reemphasize the word “may ”__he ‘Ip the individual workers di- 
rectly affected. But we also. as we move to increase barriers, will 
affect our international relations with free countries throughout the 
world. In addition, the working people in countries abroad, depend- 
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ent on selling commodities to us, will be unfavorably affected. Both 
if these developments will aid the cause of Communist aggression and 
nable the Communist propagandists to take advantage of condi- 
ons which grow out of the inability of countries to sell their prod 
wts on the world market. sy ine reasing barriers to trade, the coun- 
tries affected by these barriers, no longer able to sell to us, will no 
longer be able to buy from us. If they are unable to buy products 
vhich we produce in America, our workers responsible for producing 
hese products, as well as the companies and plants, will also be af- 
fected. 

On the other hand, if we approach the problem of workers, commu- 

ties, and plants affected by competition from imports directly, we 
vain a solution to the pro b lem without involving the whole hos t of 
other factors mentioned above. 

We in CIO therefore feel very strongly that the time has come to 
face the fundamental question—a fundamental question which has 
not yet been adequately dealt with, which has been talked about, 
talked around, but not approached positively by the responsible con- 
eressional or exec utive authorities—that is the problem of how the 
United States can continue to promote necessary trade with countries 
abroad and still minimize the effect that such trade has upon Ameri- 

in workers, American plants, and American communities. To face 
his problem requires bold and forthright action. 

The CIO, therefore, feels that during the coming year, while these 
problems are once again studied, that we ought not to move backward 
in our trade policy, as H. R. 4294 would have us do, but we should 
remain at least where we are today. This is why we oppose H. R. 
1294 and support a simple 1-year extension of the reciprocal trade 
agreements program without amendments. 

As I have said before, we will move backward tradewise unless we 
face up to the Government’s responsibility in this whole area of giving 
aid and assistance to plants, communities, and workers affected by 
increased imports. 

We in CIO feel that the channels of trade throughout the free 
world must not only be kept open, but must extend much beyond just 
trade with the United States. The problems which such trade with 
the United States raises must be met head-on through such means 
as retraining, relocation, and transporting the workers affected by 
increased imports. In addition, during this period of retraining and 
relocation, supplemental unemployment compensation must be paid 
the workers to tide them over the period of dislocation. Also finan 
cial assistance to communities ay be given to aid these communities 
in finding and attracting new plants and new industries to produce 
new or different commodities. Aid to particular plants and particular 
companies either to enable them to convert to production of other 
products or to develop more efficient methods whereby they can better 
compete with imports may well be necessary, also. 

This is just, in brief, an outline of the areas to which any study of 
promoting international trade must look, if we are to be successful 
in keeping the channels of international trade open. 

In addition to these areas of assistance to local workers, plants, 
and communities, some means must be developed whereby labor stand- 
ards and living conditions abroad are improved. The International 
Labor Organization has been making efforts in this direction now 
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for 35 years. We must explore new ways and means of accomplishing 
this objective. The improved labor standards and living conditions 
in countries abroad would minimize competition from the low- -wage 
areas, particularly where such competition cannot be counteracted by 
greater American efficiency of production. 

The problems of reciprocal trade must be placed within the proper 
framework. RTA plays only a small part in the solution to the imbal- 
ances of trade that exist throughout the world. I have already men- 
tioned that as trade between the Continent and the lron Curtain coun- 
tries is curtailed, it becomes necessary for these countries to find 
markets for their products elsewhere. They can either find markets 
in the United States or markets elsewhere in the non-lron Curtain 
countries. 

The greatest potential area of markets is the underdeveloped and 
lesser-developed countries of the world. But to look to these areas 
for a solution to the trade problem is a long-run solution. These 
underdeveloped countries will not become immediate markets, but 
potentially they do have the possibility of becoming extremely good 
customers for not only the products that Europe makes, but also 
many of the products which we produce in the United States. Simul- 
taneously, of course, the underdeveloped countries become important 
suppliers of raw materials for the free world. 

It is, therefore, essential that we promote more aggressively the 
whole question of the development of underdeveloped areas. Not 
only is the development of these areas important in terms of inter- 
national trade and international stability, but it is important to 
develop these markets in these countries as a means of preventing 
them from falling prey to Communist propaganda, and becoming 
victims of Communist aggression. These underdeve loped countries 
must continue to receive not only technical assistance, which they 
are now receiving to a limited extent from both the United States 
and the United Nations, but it is necessary to expand investment 
opportunities for both Government and private interest. 

In the interim period, we must continue to break down the barriers 
to trade that exist in Europe, including England. 

In addition, as I have already pointed. out, the development of 
national markets in these individual countries is also essential. How- 
ever, while all of this goes on, continued economic aid, more exten- 
sive than that now contemplated, is essential to promote the economic 
stability of these countries. 

No one of these suggestions is meant to be interpreted as an argu- 
ment against the gradual reduction in the barriers to trade that exist 
in the United States. These suggestions should be taken only as indi- 
cations of the areas that need to be handled properly if we are to 
make any serious contribution at all to the problem of international 
peace and international stability. 

These are not easy problems to solve. We cannot look to easy and 
simplified solutions. The Simpson bill, in our judgment, is an easy 
but false way out of a very involved and complicated problem. We 
in the CIO believe in facing up to the serious and involved compli- 
cations of the problem of international stability and finding sound, 
long-run solutions. It is to this end that we in CIO dedicate our- 
selves and hope that this administration and this Congress, as they 
study the problems during the next year, will also dedicate themselves. 
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The Cuatrrman. Have you finished ? 

Mr. Rurrenserc. I have, Mr. Chairman. 

Phe CHarrMan. We thank you very much, sir. 

Are there any questions ? 

Phe Chairman hears none. Thank you for the presentation of your 

lews. 

The next witness is Mr. James H. Stebbins, vice president of the 
W. R,. Grace & Co., and president of the Peruvian American Associa- 
tion in New York City. 

Mr. Stebbins, if you will give your name and capacity in which you 
\ppear, we will be very glad to hear you. 


STATEMENT OF JAMES H. STEBBINS, PRESIDENT, PERUVIAN 
AMERICAN ASSOCIATION, NEW YORK, N. Y. 


Mr. Sressins. My name is James H. Stebbins, and I appear as 
president of the Peruvian American Association. 

Mr. Chairman and members of the committee, I appear before your 
committee today in my capacity as president of the Peruvian Ameri- 
can Association, Inc., in opposition to H. R. 4294, and any other leg- 
islation tending to impede the importation of lead and zinc. I am a 
vice president of W. R. Grace & Co., and a director of Pan American 
Grace Airways, but I am not appearing today on behalf of those cor- 
porations except to the extent that they are members of the Peruvian 
American Association and associate themselves with its views on this 
legislation. 

The Peruvian American Association is made up of firms and indi- 
viduals who have an interest in maintaining and improving trade 
ind cultural relations between the United States and the Republic 
of Peru. Since the greater part of the membership is represented by 
persons engaged in business between the two countries, it is fair to 
say that the interest in trade relations predominates, although the 
cultural aspects are not overlooked. A list of the membership of the 
association is attached to this statement. 

The association does not make it a practice to seek to be heard on 
legislation, but when measures are proposed which are clearly dam- 
aging to trade between the United States and Peru and which will 
have harmful effects not only on the Peruvian economy but on the 
economy of the United States, we feel called upon to present a 
statement. 

We regard the legislation under consideration as coming within the 
category which calls for comment by our association. It is harmful 
both to the United States and to Peru, as we propose to show. 

I have been closely following trade and cultural relations between 
the United States and Peru for m: ¥ years. I resided in Peru from 
1938 to 1947 as a manager of W. R. Grace & Co., which gave me an 
exceptional opportunity to study the commercial development of that 
country. I had the honor, during my residence there, of serving as 
president of the American Society of Peru which in turn gave me a 
most unusual insight into the cultural and political relations between 
our two countries, and the attitude of the Peruvian business com- 
munity, as well as the man in the street, toward the United States. 

Gentlemen, in this relatively short span of years I have seen the 
United States grow from a minority supplier of manufactured goods 
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to a stage where it is now supplying over 56 percent of Peru’s imports. 
This progress has not been accidental. United States products have 
won their enviable place in the Peruvian market against vigorous 
European competition by reason of quality and service and the 
superior production and salesmanship by United States firms against 
the rest of the world. 

To take away from Peru at this time the United States market for 
its lead and zine will deprive that country of one-half of its export 
trade to the United States and one-third of the dollar exchange it is 
now receiving, and reverse the wholesome trend of growth which 
United States manufacturers have been enjeying in the Peruvian 
market. 

The export of lead and zinc to the United States is of desperate im 
portance to the economy. Peru sells us 90 percent of her production 
of these minerals, and received in 1952 a total of $41 million for such 
sales. In terms of the United States consumption of these minerals, 
this is an insignificant figure. but believe me, gentlemen, when I tell 
you it is tremendously important to this friendly, neighboring repub- 
lic. In fact, it represents just one-third of the value of all of Peru’s 
imports of manufactured goods from the United States. Among the 
most important are automobiles and trucks from Michigan; agricul- 
tural machinery from Lllinois and Iowa; electrical equipment from 
New York, Ohio, and Pennsylvania; textile machinery from Massa- 
chusetts and Rhode Island: irrigation and construction equipment 
from Wisconsin and California: enamelware from Indiana: chemicals 
and drugs from Missouri, New Jersey, and Maryland; and textiles 
from New England and the South. The list is long and impressive, 
and I mention these things to bring home to you the fact that this is 
not a remote Peruvian problem but one which touches the homes and 
factories and banks and union halls of virtually every community in 
these Unitel States. 

[ said a moment ago that the sum of Peruvian imports of lead and 
zinc into this country was relatively insignificant in our entire mineral 
ple Lure Total mining product ion, plus imports of these two minerals 
into the United States in 1952, was approximately 2.400.000 tons, of 
which Peru’s contribution was 206,000 tons, or 814 percent. 

To discourage Peruy ian exports of lead and ZINC tothe United States 
at this time is to invite twin dangers. One danger is that we are con- 
stantly exhausting our own underground stockpile of these minerals 
within our own borders. The Paley report estimates our needs in 
1975 at 1.950.000 tons of lead and 1.600.000 tons of zine, which repre- 
sents an overall increase in our requirements of those two minerals of 
about 50 percent. 

With the continuing reduction of our own underground supplies, 
the prospect becomes alarming, evenh if we do not assume future 
emergencies such as World War IT and Korea, where Peruvian lead 
and zine came to our aid. It should be remembered in this connection 
that of all the ground in the Western Hemisphere, that of the United 
States has been the most exhaustively explored for deposits of these 
minerals. Mining experts state that sources of any large potential in- 
crease in the production of lead and zine in the United States are not 
known. 

Is it not then to the national interest to conserve what we do have 
to the greatest degree possible by taking advantage of the production 
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of friendly countries who badly need the dollars and are disposed to 
make their production available to us? 

The other danger to which I refer arises from the fact that by de- 
priving these friends of access to our dollars, we are driving away 
the trade which generations of United States businessmen have been 
building up and forcing our customers to look elsewhere not only for 
their imports, but also for markets for their exports. 

Peru is one of the few countries in the world today which has freed 
business entirely from exchange controls and other restrictions under 
the free flow of trade. She has recently adopted a new mining code 
ind a new petroleum code, both of which offer sound inducements to 
United States capital to enter the country and which are already 
ittracting new United States enterprises. 

At this point, I would like to mention that those portions of the pro- 
posed tariff which deal with oil are bound to have a discouraging effect 

1 Peru’s new petroleum industry. As I have mentioned above in the 

ase of lead and zinc, the day may come when we will be very grateful 
to have all the oil we can get for the needs of our ever-growing in- 
dustrial machine, not only from Peru but also from Venezuela. 

No loans by the United States or by the Mutual Security Agency 

ve been made to the Peruvian Government, nor have such loans heen 

cited by them. The Peruvian Government hao consistently been 
friendly to the United States and to the United States industries and 
itizens, and has taken vigorous steps to stamp out communistic ac- 
tivities. 

Recently it has been emphasized that our national policy should be 
to help other countries outside of the Iron Curtain to stand on their 
own feet rather than to help them directly—that we should help them 
to help themselves. 


I> 


Peru is conspicuously a country which has helped itself and is 


elding itself today. It is not asking for help from the United 
Stoufec It asks onl vthat there be no artificial barriers acamst the 
low of its proau ts into the United States and the investment of 
United States capital in Peru. 
I ldition to the harmful effects of the proposed tariff on United 
States citizens who will have to pay a higher price for lead and zine 
products mal ufactured with those minerals, and in adc ition 
wimfil effect on U ited States exporters who « in sell to Peru 
Peru can sell to the United States, there are mal 5 thousands 
f United States stockholders of North American companies which 
luce metals in Peru and are entering the oil industries in Per 
Fhese United States citizens would be adversely affected by any- 
ing that would be damaging to the producers of minerals and 
petroleum in that country. Moreover, let us remember that it is 
e policy of the United States to encourage United States private 
nvestment in Latin America. What investor will feel disposed to 
put risk capital into a country whose eee ire being threatened 
with tariff action with the obvious result that it will be more difficuit 
for him to obtain dollars with which to return his investment 


profitably. 
lo sum up, the proposed tariff can only result in increased cost 
rf lead and zine to the American consumer; it is inflationary; if, 
s possible, it should shut off Peru from access to this market, it 
will eliminate directly $40 million of sales which American manu- 
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facturers are now making to that country, and indirectly, by creating 
unemployment, depresse .d conditions, and political instability in Peru, 
it will cut off even more consumer purchasing in that country ; it will 
force Peru into other markets of the world for its imports as well 
as its exports, and thus reverse the wholesome trend of greater and 
greater trade with the United States. 

It will also reverse the trend of greater and greater community of 
interest and friendship with the United States. Decreased dollar 
availability to Peru will cut down the recently developed tendency 
of young Peruvians to travel to this country instead of European 
nations for education and te hnical training, and thus create a cul- 
tural barrier between the countries. 

The sum total is a reversal of a wholesome tendency and the nega- 
tion of a national policy of friendship and reciproc ‘al trade with our 
fellow American Republics which has existed since the days of James 
Monroe and John Quincy Adams. 

All practical and policy considerations tell us that the adoption 
of this tariff would be harmful ane shortsighted. We favor the exten- 
sion of the Reciprocal Trade Agreements Act for 1 year, unchanged, 
as recommended by the President. Gentlemen, the choice is in your 
hands. I thank you for this opportunity to be heard. 

Mr. Keax~ (presiding). We thank you. 

Mr. Harry S. Radcliffe. : 


STATEMENT OF HARRY S. RADCLIFFE, EXECUTIVE VICE PRESI- 
DENT, NATIONAL COUNCIL OF AMERICAN IMPORTERS, INC., NEW 
YORK, N. Y. 


Mr. Rapcuirre. Mr. Chairman and members of the committee, my 
name is Harry S. Radcliffe. I am the executive vice president of 
the National Council of American Importers, a national organization 
of businessmen concerned with various asapects of our import trade 
with headquarters at 45 East 17th Street in New York City. 

Since the Reciprocal Trade Agreements Act was originally enacted 
by the Congress in 1934, our organization has steadfastly supported 
the trade-agreements program. Representatives of our council have 
appeared before your committee to urge the extension of the act in 
1937, 1940, 19438, 1945, 1948, 1949, and 1951. 

Our present position is that the Trades Agreements Extension Act 
of 1951 should be extended for a further period of 3, but preferably 
5, years with a number of changes that we believe are necessary to 
unprove its effectiveness in reducing trade barriers. We are, however, 
willing to postpone these recommendations in view of the President’s 
special message to the Congress of April 7, and, therefore, do endorse 
the proposal for a simple 1-year antes nsion of the act at this time. 

I was specifically authorized by the 32d annual meeting of our 
organization held on April 16 to register approval of section 2 of 
H. R. 4294, which provides for the extension of the present act to 
June 12, 1954. 

At the same time, our organization strongly opposes all of the re- 
maining general sections 3 to 12 and section 14 of the bill. We take 

10 position on section 13 as our council does not normally participate 
in tariff debates on individual commodities. Our organization is 


’ 
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always concerned with unwarranted restrictions on any segment of 
our import trade which may also have an adverse effect on our inter- 
national trade in general. For that reason, we oppose the institution 
of quotas by unilateral action on the part of any country. 

Our objections to the remaining provisions of the bill may be 
summarized as follows: 

1. Presidential review of findings: Sections 4, 6, 8, 9, and 10 make 
it mandatory that the President accept and carry out the recommenda- 
tions of the Tariff Commission as to peril points, escape-clause cases, 
cases arising under section 22 of the Agricultural Adjustment Act, 
and im proceedinge under section 336 or section 337 of the Tariff Act. 

The adoption of these provisions would change the entire concept 
of a delegation of power by the Congress to the President to adjust 
tariffs, and would invest in the Tariff Commission a greater power 
han is possessed by the Congress itself. Although the Congress has 
he power to pass a bill to change the rate of duty on any particular 
commodity, the President can veto that bill. Of course, the Congress 
can reconsider such a bil and may override the Presidential veto. But 
H. R. 4294 would give the Tariff Commission unlimited power to 
change the rate of duty or to impose quota restrictions, or both, with- 
out any possibility of a Presidential veto. 

2. Peril points: Our organization has always approved the estab- 
lishment of peril points prior to the opening of trade-agreement 
negotiations to insure that our negotiators may have guidance when 
discussing modifications in our rates of duty. Since the trade-agree- 
ments program has been in effect, the negotiators representing the 
United States have always been furnished a list representing the 
maximum tariff concessions that were considered prudent, although 
such procedure was not required by the law until 1951. 

This accounts for the fact that in all trade agreements concluded 
prior to the statutory requirement that peril points be established, 
many of the concessions did not extend to the full 50-percent. limit 
authorized in the act. Prior to the 1951 extension providing that 
these peril points be established by the Tariff Commission alone, they 
were agreed upon by the interdepartmental Trade Agreements Com- 
mittee, and the position of our organization is that peril points should 
be fixed by that interdepartmental committee rather than by a single 
agency. 

Why, for example, should the Tariff Commission determine the 
peril points for agricultural products without the advice and con- 
currence of the Department of Agriculture? In reaching such a 
decision, the Commission must necessarily rely upon the advice of 
the Agricultural Division. This Division is very efficient, but like 
other commodity divisions of the Commission is working with inade- 
quate personnel. I shall return to the queston of Tariff Commission 
personne] a bit later in my statement. 

3. Escape clause: Our organization approves the inclusion of an 
appropriate escape clause in all trade agreements so that concessions 
made may be modified or withdrawn in case of unforeseen develop- 
ments. In this connection, we should like to point out that where an 
excessive tariff rate has been a real barrier to the imports of a particu- 
lar commodity, an increase of the imports of the commodity follow- 
ing the reduction of that excessive rate should hardly be regarded 
as an unforeseen development requiring escape-clause action. 
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We also strongly feel that the provisions of the present act which 
compel the Tariff Commission to launch a full-scale investigation 
upon the receipt of an escape-clause application from any domestic 
ae should be changed. Not only does this mandatory provi- 
sion burden the Commission and its small staff with an undue num- 
her of time-consuming investigations, but it also presents an unreason- 
able hardship upon the importers of the commodity involved. 

When an escape-clause investigation is instituted, importers must 
take time from their normal business operations, and incur the heavy 
expense involved in such investigations. Even after the Commission 
has completed a full investigation and reached the conclusion that 
no threat of injury is present, the domestic industry may, under the 
present law, lodge a new application and the whole thing starts over 
again. This may very well lead to abuses as home domestic groups 
might be tempted to make repeated applications merely to harass 
Importers. 

While such investigations are in progress, the importer is hampered 

his operations and in making the advance commitments that are 
normal in the conduct of import trade. He is in a state of uncertainty 
as to whether the rates of duty will be increased to raise his costs, and 
if so, when it will happen. Upon the receipt of each application under 
the esi ape-c ‘lause provisions, we strongly believe that the Commission 
should decide whether or not an application has merit. If it seems 
to have, then the Commission should decide, on the basis of facts 
that can quickly be determined, whether or not a full-scale investiga- 
tion is justified. 

1. Injury concept: H. R. 4294 contains a radical broadening of the 
injury concept which serves as guidance for the Tariff Commission 
in escape-clause investigations or peril-point determinations. ‘The 
proposal is to substitute “unemployment of or injury to American 
miners, farmers, or r produce rs, produc ing like or competitive prod- 
ucts, or impairment of the shana security” for the language in 
the present act, “serious aiers to the domestic industry producing 
like or directly competitive products.” 

This is a major change whieh we regard as most objectionable. It 
is a well-known fact that in many industries there is seasonal unem- 
ployment, and such unemployment of workers, miners, or farmers 
would encourage unwarranted escape-c lause applications, 


TF svtleenian re, escape-clause investigations and peril-point deter- 
minations w« ald be governed by the existence of adverse conditions 
n even a small segment of an otherwise thriving industry, even 
though the cause of the adverse condition confronting that small seg- 
ment or group of workers, miners, and farmers might have no rela- 
tionship whatsoever to any competition from imports. 


“c 


The substitution of “injury to * * * producers” for “serious 


injury to the domestic industry” implies that restrictions on imports 
are quite in order even though the competition from imports may be 
trivial, insignificant, , transitory. 

The substitu ition of “like or competitive products” for “Tike or 
directly competitive products” opens the field for unwarranted re- 
strictions of imports still further. 

We understand this to mean that imports ae cviven produ t may 
be subject to new restrictions if they are a substitute in any decree 
, domestically produced article. Baler this concept, we might 
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expect to hear complaints from domestic producers of plastic — 
such as ladies handbags against imports of leather handbags, or from 
manufacturers of synthetic textile articles against imports of articles 
made from natural fibers with which they do ¢ ompete. 

5. Tariff Commission: The bill proposes to increase the number of 
Tariff C ommissione rs from 6 to 7, nor more than 4 of whom shall be 
members of the same political party. Our objection to this proposal 
is th: it it will Cc *h range the prese nt chi aracter ol f the .; ommission from a 
fact-finding body to a political institution. In our opinion, it would 
be a grave mistake for the Congress to make such a change, particu- 
larly as the Commission is being depended upon to develop the facts 
in an objective atmosphere. 

Importers would like to see a reduction in the time now required 
for the various investigations, but we do not agree that this requires 
changes in the Reciprocal Trade Agreements Extension Act. What 
is really needed is a reasonable increase in the expert staff of the 
Commission which now only numbers about 200 under an annual ap- 
propriation of $1.3 million. 

The Tariff Commission, in reaching decisions, must rely on factual 
information developed by the commodity divisions of the Commission 
with interpretations of these facts supplied by the economic and legal 
divisions. But the commodity divisions and the economic and legal 
divisions of the Commission are very seriously understaffed. 

This is demonstrated by the fact that when President Eisenhowe1 
recently asked the Commission to undertake a special investigation 
under section 22 of the Agriculture Adjustment Act with respect to 
imports of agricultural products covered by section 104 of the Defense 
Production Act, the Commission was obliged to defer previously 
scheduled public hearings on three escape-clause investigations. 

We would earnestly suggest that this committee explore the per- 
sonnel shortages now existing in the Tariff Commission, and make 
appropriate recommendations to the House Committee on Appropria- 
tions to remedy the situation. In our opinion, the surest way to speed 
up all investigations by the Commission is not to increase the number 
of Commissioners from 6 to 7, but instead to increase the present 
small staff by about 50 percent. One hundred more experts, stenog- 
raphers, and clerks could be added to the staff by the very wise 
expenditure of less than $500,000 in public funds. 

6. Cost of production investigations: We also wish to register our 
opposition to section 9 of the bill which would eliminate the present 
prohibition against cost of production investigations under section 
36 of the Tariff Act with respect to items covered by a trade agree- 
ment. To do this would eliminate any certainty whatsoever that 
modifications of duty rates pursuant to a trade agreement could be 
counted upon to remain in force for any period of time. 

Such a great element of uncertainty would surely wreck the entire 
program of reducing trade barriers between nations. Section 336 is 
often called the flexible provision of our tariff act, and was a device 
created during the Fordney-McCumber tariff era with the primary 
ntent of having it flex as an elbow—only upward. We believe that 
rection 336 is very much outmoded and should be repealed. 

7. Unfair practices in import trade: We also suggest that section 
10 of the bill which proposes to amend section 337 of the Tariff Act 
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of 1930 be deleted, although this section has rarely been invoked. In 
the few cases where the Tariff Commission has conducted investiga- 
tions under section 337, they related to alleged infringements of a 
domestic patent. The Congress has provided suitable tribunals in 
which suits may be filed to prevent violations of patent rights or to 
obtain damages for such violations. Furthermore, the Tariff Com- 
mission is not really qualified to deal with patent cases. 

8. Antidumping and countervailing duties: Sections 11 and 12 of 
the bill propose certain amendments to section 303 of the Tariff Act 
relating to countervailing duties and to section 201 (a) of the Anti- 
Dun 1p g nt of 1921. 

Our objection to these proposed changes is chiefly that additional 
duties are to be imposed without a determination of any kind that a 
domestic industry is being injured or threatened with injury, or even 
that a domestic industry shall be in existence or be prevented from 
being established. It, therefore, is clear that these proposed amend- 
ments to our tariff and antidumping laws are purely punitive in 
nature, and not designed to achieve any useful protective purpose. 

Finally, if H. R. 4294 is adopted in its present. form, we would 
seriously suggest that it be cited as the “Protective Tariff Act of 1953” 
rather than the Trade Agreements Extension Act of 1953, as its 
purpose is obviously not to continue in effect the present trade-agree- 
ments program, but actually to destroy it. 

The entire question of our tariff and trade policy as an integral 
part of the United States foreign economic policy is an extremely 
complex subject that surely requires calm, careful, and thorough 
‘tudy. The national interest and the effect of the policies finally 
adopted upon our relations with the Nations of the free world should 
be controlling on any action taken. 

lor this reason, our organization strongly endorses a 1-year renewal 
of the Trade Agreements Extension Act of 1951 without further 
crippling amendments, and we hope that the Congress soon will 
authorize the establishment of the commission suggested by President 
Kisenhower to make a thorough reexamination of our whole foreign 
economic polic “Vy. 

The C * AIRMAN. Does 4 at conclude your statement ? 

Mr. Ravcurrre. Yes, si 

The CHarMan. We th: ank you very much for your presentation. 
(re there any questions? The Chair hears none. We thank you. 

Mr. Rapcuirre. Thank you. 

The CHarrman. Mr. Raymond H. Papernow, the American Fur 
Merchants’ Association, Inc., New York City. 

If you will give your name to the reporter and the purpose for 
which you appear, we will be glad to hear from you. I would like 
to ask you, inasmuch as it is close to 12 o’clock, how long will it take 
you ¢ 


STATEMENT OF RAYMOND H. PAPERNOW, THE AMERICAN FUR 
MERCHANTS’ ASSOCIATION, INC., NEW YORK CITY - 


Mr. Parernow. I do not think it will be more than 10 or 15 minutes. 
I will try to make it as short as possible. 
The CxarrMan. We have a pretty long day of it here. 
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Mr. Parernow. My name is Raymond H. Papernow. I am chair- 
in of the Foreign Trade Committee of the American Fur Merchants’ 

\ssociation, which consists of fur dealers, brokers, and processors of 
rs of United States and foreign origin. 

Che purpose of this memor: andum is to acquaint you, the House 
Ways and Means Committee and the Senate Finance Committee, with 
he view of the American fur trade in connection with the bill for 
e extension of reciprocal trade agreements known as H. R. 4294, on 

hich hearings are being held now before the House Ways and 
\leans Committee. 

l'urs represent an important part of our natural resources and the 

ipping of furs provides an income to hundreds of thousands of 

ippers and farmers throughout the United States and Alaska. The 
‘trade is one of the oldest trades « xisting in the United States and 
rom its very inception it has always been « trade of an international 

iaracter. Years ago, the United States used only a small part of 1 
nnual fur crop for home consumption and exported most of it to other 

ntries throughout the world but with the growth of the population 
id the economic progress of our country, we used more and more of 
irown furs and have also been importing many foreign furs to supply 

e growing demand of our population. 

Che value of the annual crop of American furs has been estimated 
o be anywhere between $125 to 175 million, depending on the existing 
uarket prices. During 1947, when the retail value of fur garments 

nd fur trimmings had reached the figure of over $500 million, we 
mported $140 million of foreign furs and, at that time, the fur trade 
vas employing 40,000 to 50,000 people in the processing, manufactur- 
ng and distribution of furs. 

During the years when we imported large quantities of foreign furs 
o supply our demand, we still exported very large quantities of 
\merican furs to foreign countries. They were furs of the type for 
hich there has been no demand in the home market and finding an 
xport market for the unwanted furs has been very important to our 
rade as we were able to pay fair prices to the trappers and farmers, 
ot only for the furs which we used in our own country, but also for 
furs for which there was no demand in our market. 

Since the end of World War II, we have found many foreign mar- 
kets either closed or restricted to the importation of American furs. 
‘or example: Australia does not allow the import of American furs 
but the Australian fur trade is permitted to buy European furs as 
well as some American furs which are processed in Great Britain. 
France allows the import of American furs only to the extent of 72 
percent of the export of French furs to the United States. At the 
same time, France permits the purchase of other European furs as 
well as the import of American furs provided they are purchased 
n London. Germany allows the import of American furs to the 
extent of 40 percent of the value of the export of German furs to the 
United States. 

When trade agreements are negotiated between various European 
countries, those countries which are producers of furs always stipulate 
that a certain amount of their furs must be included in the volume 
of trade with the country with whom the agreement is negotiated. 

The United States Government, in negotiating reciprocal-trade 
agreements, has never made any provision for the importation of 
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American furs by the country with which the agreement was nego 
tiated and we feel that in the future, whenever a reciprocal-trade 
agreement is negotiated with any foreign countries, provision should 
be made with such countries to allow a free import of American 
furs. 

When the Trade Agreements Extension Act of 1951 was passed 
by the House of Representatives, section 11 was added prohibiting 
the importation of certain types of furs from the U.S. S. R. or Com- 
munist China. ‘Those restrictions have hurt our trade a great deal 
as it cut off an important supply of furs from our market and, as a 
result of it, it has caused a oreatl shrinkage in the volume of our busi 
ness toa point where, in 1952, the retail volume of sales was only about 
$250 million against $500 million in previous years. As a result of 
that shrinkage, the fur trade has a great number of people who are 
unemployed as there is not enough work for them and the income 
of people engaged in the fur business suffered very badly. 

Also, the restrictions on the importation of foreign furs have not 
helped the American fur trappers and farmers in any way as the 
demand for furs is dictated by fashion and the absence of the em 
bargoed Russian furs from our market has not improved the demand 
for those types of American furs which this market has not pre- 
viously used. 

At the same time, it has hurt our export trade as the Russian Gov 
ernment, since the embargo on some of their furs took effect, has 
been selling those furs to European countries in competition with 
American furs and has resulted in a decline in prices of American 
furs sold to Europe and also restricted the demand for same. For 
example: Three main articles of American furs which were exported 
to Europe were raccoon, opossum, and skunk. 

In 1951. we exported 954.143 raccoons, 1.697.959 opossums, and 
1,009,400 skunks. During 1952, we only exported 739,879 raccoons, 
868,435 opossums, and 709,546 skunks. This shows a decline in ex- 
ports of anywhere from 25 percent to 50 percent. 

While the restrictions on the importation of Chinese furs have hurt 
our trade, we are not raising any objections to it since imports of all 
Chinese goods have been restricted and those restrictions were based 
on good political reasons. However, as far as the restrictions on some 
of the furs from the U.S. S. R. are concerned, we believe they were 
Im pos sed mainly as a concession to the fur farmers’ group who are 
engaged in the business of raising ranch mink. 

If our Government wanted to prevent the U. S. S. R. from selling 
its goods in the United States of America and, on that basis, restricted 
the import: ation of all goods from the U. S. S. R.. we, as patriotic 
citizens, could have had no obje ction to it. 

But, in plac ing a restriction on some Russian furs only and allowing 
the import of all other Russian products to the United States of 
America, we feel that the fur trade has been discriminated against 
and we believe we have a right to ask Congress to amend the recipro- 
cal trade-agreements law by striking out clause 11 from Public Law 50 
approved on June 16, 1951. 

Prior to World War II, London was the fur center of the world 

id even though England is not a fur-producing country she attracted 
beam rs from all over the world, mainly because the London market 
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was able to offer to the fur buyers a variety of furs from all over the 
world. During the war, the London market was closed to the rest of 
the world and New York became the main fur center and we had a 
good chance of continuing to be the world center after the war. 

At the end of World War I], the British Government, realizing the 
mportance of maintaining London as a world fur center, allowed the 
fur trade to import furs freely from all over the world for the purpose 
of reexporting same to other countries. But since the United States 
of America was still the largest fur-consuming country, New York 
still had a good chance of retaining its position as the world fur 
center. 

However, with the restrictions imposed on the importation of Chi 
nese and Russian furs, foreign buy ers prefer to go to London, where 
they are offered a greater variety of furs than we can offer in New 
York and, today, New York is fast losing its dominant position in the 
world fur trade. 

There has been in existence for many years a duty of 3714 percent 
on raw silver foxes and also a quota restricting the quantity of silver 
foxes to be imported to this country. This was done primarily to pro- 
tect the silver-fox industry in the United States. 

Experience has proven that this protection did not benefit the silver 
fox industry and, as the demand for the article declined, the world 
production of silver foxes has dropped from about 1 million skins 
valued from $40 to $50 per skin to approximately 150,000 skins valued 
at $10 to $15 per skin. We feel that the duty on the importation of 
raw silver foxes should be removed. 

In closing, we would like to say that from the experience of our 
trade gained over a period of many years, we believe that our trade 
should operate in a market free of any tariffs or restrictions on the 
raw product. We also believe that if our Government would comply 
with our request to help us to remove restrictions existing in various 
countries on the importation of American furs, we would have a much 
better chance of accomplishing it by removing all restrictions on the 
importation of foreign raw furs into the United States. 

] would also like to read to you part of a letter from A. Hollander 
& Son. Incec., who are the largest fur processors in the United States. 

The Crnamman. Pardon me, Mr. Papernow. We have a rolleall 
over at the House and if there is no objection, you insert what you 
are reading now in the record as a part of your remarks. However, 
we will have to suspend now. We appreciate your statements very 
much. We will insert the remainder of your remarks in the record. 

(The statement referred to follows:) 

A. HOLLANDER & Son, INc., 
Vewark, N. J., May 11, 1953. 


Mr. RAYMOND H. PAPERNOW, SILBERMAN Four Corp., 
Vew York, N.Y. 

Dear Mr, ParperNow: We are in complete accord with the representations that 
you and the committee of the American Fur Merchants Association are preparing 
to present to the Committee for Reciprocity Information, House Ways and Means 
Committee and the Senate Finance Committee relative to extending the Re 
ciprocal Trades Agreement Act. Reciprocal trade relations not only concern th 
welfare of the American fur merchant, but it vitally affects every element of 
America’s fur industry 

As the world’s largest fur-dressing and dyeing company, we would like to 
contribute our viewpoint in connection with extending reciprocal trade agree 
ments and on modifying if not eliminating the existing embargo on certain furs 


826004 5 11s 
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as it relates to labor employed and the threat it creates to the security of our 
business existence, 

How the scope of our operations has been affected should be reflected by our 
volume. In 1946, our total volume was in excess of $10 million. In 1952, it was 
$6,300,000—a gradual decline of about $4 million or 40 percent. We do not buy 
or sell fur pelts or manufacture and sell fur garments. We are engaged in the 
processing of fur pelts and refurbishing fur garments belonging to others. Our 
processing-unit sale in the average is far less than $1 per pelt. To achieve the 
volume making up our experience, it is obvious that millions of pelts of various 
types must be handled and processed. The market value of a pelt is usually far 
n excess of the processing chargos—often 10 or more times the processing charge. 

Our investment in plants and equipment on a replacement basis would be in 








excess of $5 mi n t the peak of our operations an average of 2,000 produc- 
tion employees are on our payrolls, Until 1952, 10 plants situated in the following 
ocalities comprised the company’s op-rations: 3, Newark, N. J.; 1, Long Branch, 
j », Middletown, N. Y.: 1, Mount Vernon, N. Y.; 1, Chicago, Ill.; and 1, 
Los Angeles, Calif. 
Declining fur business has made it necessary for the company to close, sell, or 
for sale the following plants: 1, Los Angeles, Calif., employed average of 
110 persons; 1, Long Branch, N. J., employed average of 350 persons; 1, Newark, 
N. J., employed average of 375 persons; 1, Middletown, N. Y., sold in 1952 (stand- 
by plant); 1, Middletown, N. Y., idle, empleyed average of 250 persons: and 1, 


Middletown, N. Y., receiving plant, sold in 1952, employed average of 75 persons. 

Although the viewpoints herein expressed are not registered on behalf of the 
entire fur dressing and dying industry of the United States, we are quite certain 
that a similar pattern would be supported by it. 

(mn the basis of authenticated information, it is our approximation that the 
payroll for unionized labor in the processing industry was $16 million and more 
han 6,500 people were directly employed by the fur dressing and dying industry 
in 1952. The data available to the Tariff Commission would confirm the precipi- 
tous decline in wage income which occurred in the processing industry from 
1946 to date 

Co bring into sharp focus the peril which may confront the American fur dress 
ng and dyeing industry as a result of unrealistic tariff regulations and en bargoes 
on furs, we should like to emphasize the vulnerability of our Persian lamb dressing 
and dyeing operations in the remaining plant we are operating at Middletown, 
N. ¥ 

Qur annual production over the past 10 years would average about 2 million 
pelts. We believe that the average number of Persian pelts of all scrts processed 
n the United States of America in the past 10 years would approach 4 million 
to 5 million. We appraise last year’s production at about 3,250,000 pelts. 

Until several years ago the United States of America was more or less impreg 
nable against foreign competition with respect to the dressing and dyeing of 
Persian lamb pelts of various types. The entire supply of Persian lamb pelts 
originates in Russia, southwest Africa, and Afghanistan. 

Prior to World War II, Leipzig was an important Persian lamb fur-dveing 
jut since American labor and know-how produced a result as good, if 
iot Superior in some respects, the American fur industry preferred to utilize 
the American products. After World War II, the Russians contrived to obtain 
from Germany knowledge of dressing and dyeing Persian lamb pelts. Some of 
the important dyers who were fortunate enough to leave Germany are cperating 
in other | uropean countries 

Unless trade barriers are kept at a level, making the importation of foreign 
abor unattractive, we may before long be inundated with Pers'an lamb pelts 
dressed and dyed abroad at levels far below the American workers’ standards. 
ro illustrate this peril, we should be aware of the following facts: 

It is reliably reported that Thorer who was for many years well-established in 
Leipzig as a ranking dresser and dyer of Persian lamb pelts has licensed his 
process to a dresser and dyer in France and also to a dresser and dyer in Italy. 
It is established that he is also operating a Persian lamb dressing and dyeing 
plant in southwest Africa. P 

At long last, Russia is now successfully dressing and dyeing persian lamb 
pelts in Russia evidently utilizing Leipzig talents “moved” into Russia. Obvi- 
ously American industry cannot compete with the labor standards existing in 
Europe and with the standards of other countries elsewhere. 

Our persian lamb dressing and dyeing operations represent about 50 percent 
of our total business. The income from these operations which are not too 


center 
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‘fitable, are very helpful in maintaining phases of our other operations which 
ive been totally unprofitable for about 5 years. 

If we are to be subject to the competition of foreign labor, not only will the 

ployees of our Middletown plant suffer, but the community will as well Our 
innual expenditure at Middletown, N. Y., for labor and materials and other 
perating expenses is about $2,500,000 per year. The original occupation of most 

our employees at the Middletown, N. Y., plant was farming. A great number of 
em still pursue farming and take employment with us for added income to 
ipport their farming operations. A free flow of all types of raw fur pelts into 

\merica would to a great degree insure the American worker against sharp 
depressions in the fur industry. 

While we are, as American industrialists and citizens, wholly in accord with 
ny action taken by our Government in the name of patriotism or for the pres- 
rvation of our way of life, it is difficult to understand what good objective is 
ccomplished by an embargo on furs which seems to be selective in the most dis- 
riminatory and baseless sense. Why were not products and commodities other 
han some furs embargoed too? 

We belive that if it were made apparent to the legislators in Washington how 
ijurious the existing embargo on furs has been to the fur industry’s well-being 
nd America’s economy, other means would have been created to apply sanc- 
ions against those foreign governments which may be unfriendly to us, or 
vhose conduct is inimical to our best interests. 

The prevailing embargo has added to the industry’s problems by reducing the 
iriety and the quantity of pelts normally available to it. The fur industry 
s restricted in expressing its business ingenuity by the sharp reduction in the 
iriety aud quantity of fur pelts, thus harming American labor. 

Other friendly countries have benelited materially from the embargo we have 
established. For example, A. Hollander & Son, Ltd., in Montreal and Toronto 
ilso engaged in the fur-processing business is experiencing an extremely suc- 
essful year. Its volume in 19538 will exceed any preceding peak. For most 
f this year, A. Hollander & Son, Ltd., has been behind 6 and 8 weeks in its 
production. Its facilities have been greatly taxed by the demands of the Can- 
dian fur industry. The experience of other fur dressers and dyers in the 
lyrom'inion of Canada is undoubtedly similar, while American workers in large 
numbers ure walking the streets in idleness. A. Hollander & Son of France is 
ilso expericncine an all-time high in its volume. 

On the other hand, we have for many years past been losing substantial sums 

money as our published figures would show. The loss of about $500,000 in 
1952 has approximately been duplicated for the first 4 months in 1953 in spite 
of severe and almost destructive cutbacks we have made in operating costs. 

If furs peculiar in their origin to other countries which are presently em- 
bargoed wou'd be permitted to enter this country, American industry would 
have a chance to create a better degree of prosperity. As it is, Canada and 
several European countries are benefiting by the embargo we have initiated 

hich at once is increasing the strangulation of our own American fur industry. 

We beseech you to make the most urgent appeal to our legislators in Wash- 
ngton, who have always demonstrated an acute understanding of American 

industry, to apply their characteristic wisdom toward relieving the American 
fur industry from those perils which may be minimized or avoided. Oddly 
enough, most of the furs under embargo are not similiar in character to furs 
nhabiting the North American continent 

We are confident that America’s first industry will not be compelled to breathe 
its last by the risk of being banished from America’s industrial scene. Our 
awmakers wil! not permit it. 

Sincerely, 
ALBERT J. FELDMAN, President. 


As this memo was completed, the article below appeared in Women’s Wear 
Daily (Tuesday, May 12, 1953), reporting a shipment of 5,000 persian lamb pelts 
dyed in Germany scheduled to arrive in the United States in July. 

Our company has invested almost $400,000 in the past 5 years in developing 
a variety of colors on persian lamb pelts. Our marketing program is presently 
being launched. While it cannot be determined at this point whether the Markle 
(o., which processes its own pelts (probably purchased under very advantageous 
conditions abroad because of United States help and foreign monetary manipu- 
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lations), will place the American fur merchant and the American dressing and 
dyeing industry at a disadvantage, the impending project serves as a warning 
signal. 

New Perstan LAMB DyeinG TECHNIQUE BEING INTRODUCED 


London Bureau 

LAINDON, May 11 A new process for dyeing raw black persian lamb in al 
the classic and high fashion colors will be marketed in the United States shortly, 
it is made known hereby Franz Markle, inventor of the process 

Skins treated with this process were first seen at the recent Frankfurt Fair, 
as noted, and have been marketed in Germany, according to Mr. Markle, who 
operates Frankische Pelzindustrie Markle & Co., Furth, Bavaria. The first ship 
ment of treated skins will number 5,000 and are scheduled to arrive in New York 
by July. Mr. Markle, who was here to attend the recent persian lamb auctions 
will go to New York at that time. 

lhe process enables skins to be dyed in a wide range of colors to match prac 
tically any color of cloth, Mr. Markle stated. Colors already produced include 
light beige, light brown, dark brown, brown sur, gray, and smoke brown. The 
skins are dyed either in plain colors or with a shaded center stripe. 

Mr. Markle, who is known for his developments in two-tone dyeing of Indian 
lambs, stated his new process is the result of 20 years of experimenting. He 
described the process as ‘“‘very complex and very expensive.” He estimated the 
use of the process would add 15 to 20 percent to the retail price of a persian 
lamb coat. 

Mr. Parernow. Thank you. 

The CuarrMan. The committee will now stand in recess until 1 
o'clock. 

(Whereupon, at 12:05 p. m., the committee recessed, to reconvene 
at 1 p.m. the same day.) 


AFTER RECESS 


The CuatmrmMan. The committee will come to order. 

The first witness this afternoon is Mr. Philip P. Gott, president of 
the National Confectioners’ Association, Washington, D. C. 

Mr. Gott, will you give your name and the capacity in which you 
appear for the record? Ialsosee, Mr. Gott. your associate, for whom 
I have a very high regard. I-would like to have his name in the 
record. 


STATEMENT OF PHILIP P. GOTT, PRESIDENT, NATIONAL CONFEC- 
TIONERS’ ASSOCIATION, WASHINGTON, D. C., ACCOMPANIED BY 
JAMES E. MACK, MANAGER, WASHINGTON OFFICE OF THE 
NATIONAL CONFECTIONERS’ ASSOCIATION 


Mr. Gorr. Thank you, Mr. Chairman. My name is Philip P. Gott 
and I am the president of the National Confectioners’ Association 
of the United States. My associate is Mr. James E. Mack, manager 
of the Washington office of the National Confectioners’ Association, 
and he has here some evidence which we would like to present to 
the committee in due course. 

The Carman. Thank you very much. 

Mr. Gorr. I am appearing here in behalf of the members of that 
association which was organized in 1884 and represents approximately 
85 percent of the production of candy and confectionery manufac- 
tured in the United States. 
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It is our desire to support some provisions of H. R. 4294 and to 
report the injuries incurred and the difficulties encountered by the 
confectionery industry operating under inconsistent foreign trade 
policies as reflected under the reciprocal trade, the agricultural, and 
the defense production programs. 

Before enlarging on this subject, may I express my appreciation for 
the privilege of appearing here today. 

From the standpoint of international trade, the confectionery indus- 
try is unusual in many respects. It fosters and promotes international 
trade. In fact, it could not exist without the purchase of vast quan- 
tities of ingredients from other countries which are not produced in 
the United States, such as cocoa beans, coconuts, and vanilla beans, as 
vell as several types of tree nuts, such as brazil and cashew nuts. 

Likewise, the industry has customarily purchased foreign-grown 
ngredients which are not produced in adequate quantities in the 
United States or which possess certain distinct characteristics as to 
taste, texture, and size. Imported products and ingredients produced 
therefrom represent over 50 percent of the total ingredient cost of 
\merican confectionery manufacturers. According to Government 
statistics, the imports of these agricultural products represent an 
mport value of over $200 million. 

Practically 100 percent of the coconuts, cocoa beans, vanilla beans, 
brazil nuts, cashew nuts consumed by the American people are im- 
ported into the United States. 

Less than 22 percent of the United States sugar supply is from main- 
land beet and less than 7 percent from mainland cane. In fact, only 
about 53 percent of the total United States supply is furnished by 
Hawaii, Puerto Rico, the Virgin Islands, and mainland sugar 
producers, 

To the extent that we are able to expand our sales of confections 
lomestically and in foreign countries, the confectionery industry 
serves as an important purchaser of foreign as well as domestic agri- 

ultural products. 

These ingredients from foreign lands are blended with enormous 
quantities of products from United States farms and orchards, such 


is peanut } 


s, representing a production from about 230,000 acres of pea- 
farmland: corn products repre senting the production of some 


500,000 acres of farmland; the dairy products from about 130,000 


cows, and eges from nearly 500,000 hens. 
This brief description of our industry is evidence of our interest in 
und foreign-trade and domestic agricultural program 
We would lil e, howe ver, To emphasi fe the statement made by the 


Honorable Sinclair Weeks, Secretary of Commerce, before this com- 
mittee on May 5, when he said: 
The tariff and trade policy of the United States is a single phase of our overall 
reign economic policy It is a very important phase of that policy, but must 
he carefully adjusted to all of the other interrelated phases which together will 
ke up a successful overall policy. 
It is the complex interrelatedness of our domestic and foreign poli- 
's that justify our appearance today. 
The Reciprocal Trade Avreement Act and related sections of the 
Agricultural Adjustment Act and section 104 of the Defense Produce 
tion Act have been exceedingly harmful to the confectionery industry. 


In port adi ties for sucar confections har e been ie cuced from 1) per- 
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cent (1930) to 20 percent (January 1, 1939) to 14 percent (January 1, 
1948) ad valorem, and on sweetened chocolate confections from 40 per- 
cent (1940) to 20 percent (February 1, 1956) to 10 percent (June 6, 
1951) ad valorem. . 

The imports of both sweetened chocolate and sugar candy during the 
past 5 years have increased tremendously. Imports of sugar candy 
(1650.500) during 1948 amounted to 2,925,929 pounds. In 1948 the 
import duty was reduced from 20 percent to 14 percent ad valorem. 
in 1952 the imports of this type of confection amounted to 14,975,949 
pounds, an increase of 412 percent. Admittedly, the total imports of 
both sugar and chocolate confections represent a small percentage of 
the total domestic production, but the increase is startling, damaging, 
and threatening. 

As evidence of that, I would like to have Mr. Mack merely present 
to you and to other members of the committee some of these imported 
candies that are coming in and competing with American-type 
confections. 

The Cuarman. What countries, principally / 

Mr. Gorr. These come from England, Holland, Scotland, and Swit 
zerland. There are none on the tray, I believe, from Italy, but imports 
are coming in from Italy and some from Israel. Those products are 
made from the same type of ingredients that we have to use in manu- 
facturing confections made in the United States. 

The Cuatrman. Are the ingredients that go into tlis candy pro 
duced over there, or are they produced elsewhere / 

Mr. Gorr. Most of them are produced in those countries. It is true 
in England if you have some of the almond candies they may not 
produce the almonds, but they may get them from Italy and Spain, 
ind, of course, they do have to import sugar. 

The Cuamman. They generally come from sources of cheap labor ; 
do they not ? 

Mr. Gorr. That is right. 


TRADE AGREEMENTS AND AGRICULTURE 


Foreign trade is of as much importance to our agricultural pros- 
perity as it is to other segments of our economy. The prosperity of 
the American farmer is as essential to the prosperity of the confec- 
tionery manufacturers as it is to our entire economy. However, it is 
essential that we recognize the fundamental conflict between the trade 
agreements program as administered during recent years and the ag- 
ricultural program as it exists today. 

Representatives of our association have on numerous occasions 
submitted recommendations with respect to the administration of the 
Sugar Act, the importation of tree nuts, and the peanut program. 
It is not our desire at this time to condemn or approve the United 
States policies with respect to agriculture. Our purpose is to ex- 
plain and to present some of the problems which confront our 
industry. 

Section 8 of H. R. 4294 relates to section 22 of the Agricultural 
Adjustment Act, as amended. Our experience in dealing with the 
subjects which have been presented by the Tariff Commission, par- 
ticularly with respect to tree nuts, does not justify the proposals in 
section 8. 
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Therefore, we oppose the adoption of that section in the Simpson 
bill. 

The scope of the inquiry which the Tariff Commission must make 
is very narrow. When a petition is received by the Tariff Commission 
from an industry requesting the Commission to undertake an in- 
vestigation in accordance with section 22, the only fact which the 
Commission must determine is whether “any article or articles are 
being or are practically certain to be imported into the United States 
under such conditions and in such quantities as to render or tend to 
render ineffective or materially interfere with” price support op 
erations of the Department of Agriculture. 

That is the sole inquiry of the Tariff Commission. Because of this, 
— are many factors which must be determined if the public interest 
Ss » he ser ved hefore Import restrictions should be imposed in ac- 
condamen with section 22. The possible impact on international re 
lations and the requirements of domestic industries which must have 
certain imported articles for processing in the goods they manufac 
ture are two example of additional factors whic h must be considered. 

Last year the Tariff Commission conducted hearings in accordance 
with section 22 of the Agricultural Adjustment Act to determine if 
imports of almonds, walnuts, filberts, cashews, and Brazil nuts were 
practically certain to materially interfere with price-support opera 
tions of the Department of Agriculture on almonds, walnuts, filberts, 
and pecans. Following this hearing, the Commission recommended 
additional import restrictions on both almonds and filberts. The ad. 
ditional restriction on almonds was to be an additional import duty. 

Incidentally, Ll might add that the duty is now 1614 cents per pound, 
plus an additional 10 cents per pound when quantities above 4,500,000 
pounds come in, which means that the duty 1s approximately 50 per 
cent ad valorem, and obviously if you coat those almonds with a little 
sugar or chocolate, they become confections and come in on the basis 
of a duty of 14 percent ad vadorem. 

The President followed the recommendation of the Commission 
and increased the duty on almonds. This has failed to accomplish 
the objective ‘ the domestic nut growers of requiring the confection- 
ery industry to purchase more California almonds, because public 
acceptance ecu our industry to use the imported almonds. It has 
merely increased our cost without increasing benefit to the domestic 
almond growers. The President did not follow the recommednation 
of the Tariff Commission concerning filberts. 

Imports of filberts have been relatively small and yet if section 8 
of H. R. 4294 had been in effect with no authority vested in the Presi- 
dent to modify the recommendation of the Commission, we would have 
had an additional trade barrier set up on filberts. It was this discre- 
tionary authority of the President which prevented the estab]ishment 
of this needless trade barrier. 

To change the law in accordance with section 8 of H. R. 4294, in 
effect, is to assume that the price-support operation of the Department 
of Agriculture on a particular commodity is more important to the 
Nation than all other factors connected with imports of a particular 
commodity. 
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\t present, there are at least five types of import quotas which 
obviously are designed to restrict Imports, 

1. The Sugar Act of 1948 authorizes absolute quotas on raw, refined, 
and liquid sugar. The quotas apply to imports, and also to domestic 
beet and cane sugar from various areas of production. Compensating 
mport and processng taxes are applied on all imported refined sugar. 
Under our regulated and taxed sugar program the world market price 

considerably lower than the domestic price. 

During 1952, the price of world raws f. 0. b. Cuba was from 0.2803 
cents to 1.7101 cents per pound lower than the United States price 
f.o. b. Cuba. <As of the close of 1952, the price of world raws f. o. b. 
Cuba was 3.8352 cents and the United States price f. o. b. Cuba was 
5.1723 cents per pound, or a difference of 1.337 cents per pound, 
United States manufacturers are at a disadvantage in competing with 
foreign manufacturers who are able to buy on the lower world-market 
DASIS, 


Chere is attached to the st 


tement a chart entitled “Sugar 1952” 
which is requested to be filed as an exhibit. 

( Phe chart referred to has been placed in the committee files. ) 

2. Section 22 of the Agricultural Adjustment Act, as amended, 
authorizes the President to impose fees or quantity limitations on 
products, the importation of which might “render or tend to render 
ineffective or materially interfere with any program or operation 
undertaken”—under the act. 

Under this authority the Tariff Commission has conducted exten 
sive hearings on tree nuts (almonds, walnuts, filberts, cashews, and 
Brazil nuts) and recommended import restrictions on almonds and 
filberts. 

Under this section export and subsidies and even dumping are 
allowed. 

3. Some of the trade agreements contain annual quotas admitting 
products at a reduced rate of duty. 


t. Certain imports are controlled under the agriculture import 
orders such as the restrictions on butter, vegetable oils, peanuts, and 
peanut butter. For instance, under section 104 of the Defense Pro- 


uction Act of 1952, the importation of peanuts is prohibited. 
\t one time, we received peanuts from foreign countries. Today 
they are not available to us because of import restrictions. 
Incidentally, a few quotations from a statement recently made by 
William F. Olsen, Curtiss Candy Co., while representing the Na- 
onal Confectioners’ Association reflect the serious situation con- 
fronting the industry due to the restrictions in the agricultural and 


defense production program : 


t 


Pear Ss are not peunuts to the United States taxpayers, whose pockets have 
een picked of $91,666,651 for peanut price supports. In fact, peanuts represent 
the most costly Government price-supported basic crop in the fiscal year 1952. 

it is business suicide to force prices up so high that consumption decreases 
as it has with peanut candies \t a matter of fact, the average usage in 1944 
{7 was about 143,000,000 pounds, as compared with less than 117,000,000 pounds 

1951-52 or a reduction of 18 percent 

It would be good horse sense if producers, and processors, would start a 
self-help program to improve quality and increase sales of this highly desirable 
ind nutritious food 


Let’s ask Cong Ss get out of the peanut business so we can stay in it. 
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5. Specific acts such as the Philippine Trade Act of 1946 estab- 
lish definite quotas, on such products as sugar and coconut oil. 

All of these five types of restrictions are in conflict with our free 
trade philosophy ot the reciprocal trade program. 

Such basie differences in philosophies nullify one another. In 
cveneral, the Government hitomi as it relates to agricultural prod- 
ucts is that of protection, whereas the reciprocal trade philosophy ap 
proac hes that of free and unrestrained world competition. 

As apphed to the confectionary industry, the reciprocal trade pro 
gram has resulted in high protection on agricultur: al products oli h 
are bought as ingredients and practically no protection on the candy 
which we sell. 

Irrespective of other factors, it is quite evident that the United 
States candy manufacturers cannot pay artificially high prices for 
their ingredients and meet the unlimited competition ol produce rs ih 
many other countries where such ingredients are readily available at 
much lower prices. 

One of the basic purposes of the establishment of import duties is 
to equalize differences in conditions which exist bet ween countries. 
Differences in living standards and labor costs as well as ingredient 
costs require consideration in the establishment of meaningful duties. 

As previously stated, the foreign-trade program is complex and 
must be considered along with many other related factors. 


CONCLUSIONS 


For the reasons heretofore stated, it is recomm ende dt hs it— 

The R ecip TOK al Trade \vreement Act he extended fo. only l veal 
with the addition of a practical and realistic provision that relief 
from in ju ry due to increased imports of competitive products be 
made more readily available. 

9. A thorough study be made on an in iparti: il and independent com 
mittee of all the factors relating to foreign trade 

That action on section 8 of H. R. 4294 be withheld pending fur 
ther study. 

The CuatrmMan. Thank vou very much for your very fine statement. 

Mr. Gorr. Thank you very much, Mr. Chairman. 

The CHarrman. It will be of much help to the committee, I am 
sure. If there are no questions, I thank you. 

Next is the Honorable Millard Tydings and William H. Fox 
counsel and executive secretary of the American Watch Association, 
Inc.. New York City. Senator, we are very honored to have you 
present with us and your associate. Will you give your name for the 
record—of course, we know ‘t—and the capacity in w hic] h you appear? 
Following that, we will be very glad to hear you 


STATEMENTS OF MILLARD E. TYDINGS, A FORMER UNITED STATES 
SENATOR FROM THE STATE OF MARYLAND; AND WILLIAM H. 
FOX, COUNSEL AND EXECUTIVE SECRETARY OF THE AMERICAN 
WATCH ASSOCIATION, INC., NEW YORK CITY 


Mr. Typtnes. Thank you, Mr. Chairman. Millard E. Tydings, 
1000 Vermont Avenue, Washington, D. C., Weir Building, and Mr. 
William Fox, New York City, whose street number is 39 Broadway. 


1 


Mr. Chairman, I am very glad to see an old colleague here again. 
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The CHarrmMan. Thank you. 

Mr. Typrnes. Shall I proceed ? 

The CuHarrMan. You may proceed. 

Mr. Typrnes. Mr. Fox and I are appearing in support of the ex 
tension of the Reciprocal Trade Agreements Act as now written for 1 
year and we are appearing on behalf of the American Watch Associa- 
tion, Ine. 

The American Watch Association, Inc., is a national trade. bedy 
whose members are engaged in the production of finished watches in 
the United States. Approximately 15 percent of the watches we pro- 
duce are manufactured almost entirely from domestic materials, and 
the rest are produced with the use of the jeweled lever watch move- 
ments of quality imported from Switzerland. The imported move 
ment is cased in American-made watch cases, and then carefully in- 
spected, timed, and regulated. American-made bracelets or watch 
straps are attached, and the finished watches enclosed in attractive 
American gift boxes, and then merchandised. They are sold to con- 
sume rs through over 30,000 retail jewelers, department stores, and 
other retail outlets. 

Our members produce the great majority of the watches assembled 
by the companies and firms engaged in this segment of the watch in- 
dustry. They are all owned by Americans, use American capital, and 
employ American labor. This does not include the Elgin, Hamilton, 
and Waltham companies, which are domestic manufacturers of 
ieweled lever watches of quality, made wholly, or almost wholly, from 
domestic materials. These three companies will hereinafter be re- 
ferred to as the domestic watch manufacturers, merely for conven- 
ience, to distinguish them from our group of manufacturers, the 
American watch assemblers. 

Completed jeweled lever watches are also imported by those engaged 
in our industry but as compared with the importation of je »weled lever 
watch movements which, as indicated, comprise one of the materials 
used by the American watch assemblers in the production of finished 
watches in this country, the imports of complete watches represent 
a minor percentage. 

According to a survey made by Dun & Bradstreet, in 1948, the 
American watch assembling industry directly employed, in 1947, over 
3,900 persons in connection with its operations, to whom was paid a 
total of $14,679,000 in wages and salaries. 

A large percentage of these employees are skilled watchmakers, who 
form a part of the country’s reserve of skilled workers, and who are 
generally considered to be an essential part of the Nation’s war poten- 
tial. In addition, we utilize the production of thousands of employees 
in the watch case, watch band, and gift box manufacturing industries. 

The survey revealed further that watch sales account for 20 percent 
of the total sales income of the typical retail jeweler, while watch 
repairs account for another 5 percent of total income, which agrees 
with results obtained in similar surveys made before World War II. 

In the typical store with a separate watch department, 2 employees 
are engaged full time selling watches, and the typical establishment 
without a watch department allots 20 to 25 percent of selling time to 
watches. As there are well over 50,000 watch retailers, and in recent 
years the total production of the American watch assembling industry 
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as been approximately upward of 6 million finished jeweled watches 

f quality annually, it is clear that our product contributes materially 
o the employment of many additional] thousands of American workers 

| the watch retailing business. 

The survey also showed that at retail price levels the total value of 
the final products of our industry, in 1947, was $322,619,000, of which 

nly $48,607,000, or 15 percent, represented the cost of imported ma- 
terials. The balance remained in this country and included $24,566,000 
vhich represents the cost of watch cases; customs duty, $16,935,000; 
avroll, $14,679,000; wrist bands, $4,563,000; gift boxes, $4,096,000; 
nd excise taxes, $35,485,000. 

The remainder includes advertising expenses, selling expenses, 
nanufacturers’ net profits, retail expenses and profits, Federal and 
State taxes, and all other costs. During the 5 years following the 
period covered in the survey, al] of the figures have increased in rela- 
tive proportion, indicating the continued substantial contribution of 
the industry to the domestic economy. In this industry there was a 
substantial increase in costs of operation, resulting in decreased 
profits, as indicated by the financial statements of the publicly owned 
companies who are members of the association. 

We have been labeled as Swiss watch importers but this is a mis- 
omer. The American companies engaged in the domestic watch 
ssembling industry do not import a finished manufactured product 
sold in this country in the condition in which it is imported and 
] eceived. 

The fact is that we are American manufacturers—and we have long 
been so classified by the United States Department of Commerce— 
who import semifinished foreign materials to be used in connection 
with domestic materials in the production of finished watches in this 
country; I might add that we also make some of those materials which 
we import in many of the factories in this country which belong to 
our association; that as such we create jobs for many thousands of 
\merican workers; and it is obvious that our watch assembling in- 
dustry is a very substantial one which necessarily plays an important 
part in the domestic economy. 

Few Americans are aware of the fact that imports of uncased Swiss 
watch movements create this huge American-owned and operated 
watch-assembling industry that otherwise would not exist. 


POSITION OF THE AMERICAN WATCH. ASSOCIATION WITH RESPECT TO TITE 
TRADE AGREEMENTS ACT 


Basically, we believe that the trade and tariff policy of the United 
States should be based on the national interest, rather than on the 
interests of any small group of producers of a particular item which 
might be faced with competition from imported goods. We believe 
that the trade and tariff policy should be based upon the objective of 
strengthening the national economy, increasing the overall domestie 
production, and raising the levels of real income and standards of 
living in our economy as a whole, and that the factors involved in the 
\ational interest must not only include those items, but must be related 
to the security of the country and its relations in the free world. 

The problems of the United States in connection with world trade 
are complicated, and the burdens in the leadership in developing a 
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trade program are heavy, in the light of the present world situation 
While we do not agree with many aspects of the present provisions of 
the Trade Avcreements Act, we support the extension of the Trade 
Agreements Act for 1 year, without amendment. 

Is is hoped that the addition: ia ear under such an extension would 
allow suflicient time to develop a constructive solution to the problem 
of increasing and balancing trade within the free world. The admin 
stration has indicated that it plans to develop such a program. Any 
amendments to the present law during such extended period would 
make more difficult the executive department’s arriving at a sound 
conclu hon mid prog tli. 

The present act has more than enough provisions to enable the 
executive department to take any necessary steps to safeguard defense 
industries, or any other oe that might be unduly jeopardized by 
imports during the period of such extension. 

The economic well-being of. our country is clearly dependent on a 
healthy and expanding international trade and the trade-agreements 
program, even in its present limited form, has operated to remove 
many of the most serious obstacles to the flow of world trade. 


rHE NATIONAL INTEREST DOES NOT REQUIRE HIGHER TARIFFS ON ANY 
IMPORTED WATCHES OR WATCH MOVEMENTS 


In the past, W hen the question ot reciprocal trade and the extension 
ol the ly vl \oreements Act Was under consideration by t| 


yress, representatives of the three domestic Watch, manufacturers a} 
11 bane 
peared before tie Various conmimilitees and contended that their bus: 

1 ° 1 1 > } 


ness Wa oe njured Dy tls | Olts of Saal watch movement 
| that country, The 
uDsta ood their arguments Was that the rates of duty fixed in the 


1} if oreement d d not evel illicient prote tio} to their 1? dustry 


from Sv erland under the track agreement with 


be HUSé of t if lower labs r cost noewitzel land. 

crac : 1 } 

There Was nothing new 1 ti s contention, if having been advanced 
over and over again during tle past 25 vears by all those favoring 
4 


] ] } { | . a 
Lis tariffs on the theory t it we must protect the merican Workmal 


y heap foreion labor. It is generally t he case, however, that 
the efliciencies of the American mass-production system, our plants, 
and equipment and tools, enable us to successfully market our produc- 
tion in compet ition with the produc ts of so-called ¢« theap foreign labor 
vhich after all is only one of the factors entering into cost o 
production, 

For example, the women’s fur-felt hat and hat-body manufacturers, 
asa result of their petition to the Tariff Commission and action by the | 
President, received tariff relief on September 25, 1950, by an almost 
100 percent tariff increase. The basis of their claim for injury and 
relief was the so-called foreign cheap labor, but in Public Affairs 
Committee Pamphlet No. 195, issued April 1953, the following 
appears: 

The American hat industry, on the other hand, had been employing only 4,000 
workers in 1950. Ironically, it employed some 10 percent fewer workers 2 years 
after the tariff increase which was supposed to benefit them. The industry had 
blamed its ills on foreign competition. When much of this was removed it turned 
out that other factors were at work. 














TRADE AGREEMENTS EXTENSION ACT OF 1953 1871 


As long ago as 1934, when the proposed trade agreement with Swit- 
zerland was under consideration, these same 3 domestic watch manu- 
facturers urged before the Committee for Reciprocity Information 

hat they were a vital industry in the time of war, and expressed the 
fear that removal of adequate tariff protection would destroy in 24 
months the organization they had built up over a period of 100 years, 
ind thereby place the U nited States in a position of depe ‘nding on 
Switzerland for essential war material and skilled artisans. 

The trade agreement was concluded and made effective on February 

1936, and a reduction in duties averaging 35 percent was granted 
on watch movements. 

Seventeen years have passed since the prophecy of “destruction 
within 24 months,” and the domestic companies are _ going strong. 
Their output and employment has been rising, and the industry has 
shown substantial net profits. 

In 1951 the Tariff Commission conducted an investigation and hear- 
ings with respect to watches, watch movements, watch parts, and 
watchcases, pursut int to section 7 of the Trade Agreements Extension 
\ct of 1951. The findings of the Commission were unanimous that 
there was no present serious injury or threat thereof to the domestic 
industry under the present tariffs from imports of (1) 0-1 ieweled 
watch movements with pillar plates more than 1.5 inches wide; (2) 
jewele “1 watch movements having more than 17 jewels, irrespective of 
the total jewel count, adjustments, or other features; (3) imported 
movements with adjustments: (4) watch parts; (5) watch-movement 
jewels; (6) watch dials; and (7) watcheases or enclosures for watch 
movements, 

Only 3 of the Commissioners were of the opinion that the domestic 
watch-manufacturing industry was presently being injured by the 
mports of jewel-lever watch movements with fewer than 17 jewels. 
Three other Commissioners found that there was no such injury. 

One of the three latter Commissioners found that there was no such 
present injury because “the output and employment were rising and 
the industry as a whole were operating on a profitable base,” but con 
cluded that there was only a threat of injury. 

The other 2 Commissioners, who found that there was no present 
injury, also concluded in regard to the jewel-lever watch-movement 
imports with less than 17 jewels, “that the domestic watch industry 
is neither being injured nor threatened with serious injury in conse 
quence of recent imports.” 

I represented this organization I speak for today before the Tariff 
Commission at those hearings, together with Mr. Fox, and, as we can 
see, they split 50-50. 

As a result of the vitally diversified conclusions of the 6 members 
of the Tariff Commission, 4 of them recommended to the President 
that in order to protect the domestic industry from a threat of injury 
there should be a 50-percent increase in the tariff on jeweled lever 
watches and watch movements containing not more than 17 jewels, 
and on certain 0-1 jeweled watches and movements. 

After an inde »pende nt study by the executive department, the Presi 
dent reported to Congress that the national interest in maintaining or 
bettering the suffering free-dollar trade balance with Switzerland 
required the present tariffs to be maintained. (During 1951, Switzer- 
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land’s imports totaled over $216 million from the United States, and 
United States imports from Switzerland totaled only $131 million.) 

This very cogent reason for rejecting the recommendation of four 
of the Tariff Commissioners was in addition to the executive depart- 
ment’s conclusion that while the Tariff Commission’s report provided 
an accurate basis for judging the present status of the watch industry, 
certain specified economic considerations supported the conclusion 
of the minority of the Tariff Commission that no serious injury or 
threat thereof has been shown. 


EXPERIENCE OF THE SO-CALLED DOMESTIC WATCIHIL INDUSTRY UNDER THE 
PRESENT TARIFFS CLEARLY ESTABLISHES NO SERIOUS INJURY OR THREAT 
THEREOF 


‘T he present trade agreement with Switzerland Was concluded Ol 
February 15, 1936, at which time a 35-percent average reduction in 
duties in watch movements was granted. 

An analysis of the financial picture of the Elgin and Hamilton 
watch companies’ financial statements clearly indicates that while 
they claim to be “slowly but steadily losing the battle with low-cost 
Swiss imports ever since the reduction of customs duties,” their 
volume and net worth have rapidly and steadily increased. 

‘| he financial statements ot both Eloin and Hamilton for the years 
covering the period of the reduced tariff rates show that the net worth 
of Hamilton increased from $4,985,000 in 1935 to $12.279,000 in 1952: 
and the net worth of Elem increased from $12,883,000 im 1935 to 
$23.571.000 in 1952. These same statements show that the net sales 
of Hamilton increased from $4,160,000 in 1935 to $19.419.000 in 1952: 
and the net sales of Elgin increased from $7,057,000 in 1935 to $50, 
ROO.000 in 1952. 

It should be noted that these substantial increases in the net worth 
of the two companies are in spite of the fact that during the period 
1935 through 1952, Hamilton paid a total of $10,322,000 in dividends, 
and Elgin paid a total of $14,263,000 in dividends. 

It is difficult to see how anyone could base a plea of future destruc- 
tion with this record of growth and expansion during the 17 years 
under the tariffs complained of. 


THP NATIONAL SECURITY ASPECTS OF THE AMERICAN WATCHMAKING IN 
DUSTRY ARE FULLY PROTECTED BY THE PRESENT TARIFF AND LAW 


The three companies comprising the so-called domestic manufac- 
turing industry have in their statements here based their plea for 
higher tariffs on imported jewel-lever watch movements having less 
than 17 jewels on a fear of a deficiency in capacity and skills in the 
industry “to meet military requirements.” We agree with all con- 
cerned that the jeweled watch industry is essential to the security of 
the Nation in wartime. 

However, the assertion that their particular segment of this indus- 
try will be destroyed unless the duties on watch movements are in- 
creased is not supported by the records relating to imports and to 
the business of the domestic watch manufacturers during the long 
period since the establishment of the present rates. Regardless oi 
what was imported, they have had a substantial increase in sales. 
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The President, in rejecting the tariff increases recommended by 
the Commission, recognized the importance of the watch industry in 
his report to Congress, and stated therein : 

In reaching my decision on this matter, I have been mindful of the importance 
of maintaining a domestic watch industry adequate to meet our defense needs. 
For the reasons I have indicated, I believe we can expect a healthy, vigorous 

atch industry to be maintained in this country—an industry that will be ade- 
quate for defense needs. And, if special measures should be necessary to pre 
serve the watch industry for defense purposes, it is by no means certain that an 
increase in import duties constitutes an effective approach to that objective. 

On January 12, 1953, the National Security Resources Board 
leased excerpts from a classified report setting forth the results of an 
interdepartmental investigation they conducted into the skilled man- 
power requirements in the watch indust ry, in the event of full mobili 
zation, and the necessity for and pr: acticability of measures to main- 
tain and develop an adequate supply base of skilled workers in this 
industry. The following is a quotation from this release of the 
National Security Resources Board, which indicates the conclusions 
and opinions they reached : 

The committee therefore concluded that in view of the critical and unique 
nature of the skills involved, a minimum number of jeweled clocks and watches 
should be continuously produced by this industry in order to preserve a base 
of skilled workers upon which expansion could be built in the event of ful! 
mobilization. A minimum production range was specified by the committee 
and is contained in the classified report. 

The committee was of the opinion that the present level of production was 
adequate to preserve this base of skilled workers, but suggested that the produc- 
tion levels of this industry be kept under review by the National Security Re 
sources Board and that the Government take specific action if production falls 
below the safety level. 

It is significant that the findings of the National Security Resources 
Board confirmed the President’s conclusion that the domestic watch 
industry was adequate to meet our defense needs. It should also be 
remembered that the re port rendered by the Tariff Commission, afte, 
its investigation of the watch industry, clearly showed that the volume 
of production and employment in the watch and clock industry has 
been steadily on the increase. 

It should be noted, in connection with the conclusion of the Board 
respecting a base of skilled watch workers required to be preserved 
upon which expansion could be built, in the event of full mobilization, 
that there are a great many more skilled watch workers employed 
in various establishments throughout the country than in the factories 
of the domestic watch manufacturers. 

The latter employ annually from 8,500 to 10,000 workers, depending 
on conditions. The United States Employment Service, in its bulle- 
tin entitled “Watchmaker 4-71.510,” March 1949, reported that the 
number of watchmakers in the United States at that time approxi- 
mated 35,000 to 40,000 which represents a substantial increase over 
the prewar level when about 25,000 watchmakers were employed. 

Upon inquiry, the Horological Institute of America advised that 
since that date, approximately 10,000 more watchmakers have been 
added through the GI bill of rights and on-the-job training. Thus, 
50,000 skilled workers are now actually engaged in the servicing and 
repairing of timepieces and of the total, 50 percent are operating their 
own watch-repair shops or smaller retail jewelry stores. Regarding 











1874 TRADE AGREEMENTS EXTENSION ACT OF 1953 


these watchmakers, the United States Employment Service states as 


follows: 


Watchmakers, frequently referred to as watch repairmen, are craftsmen who 
repair and adjust timepieces. They are not production workers employed in 
watch factories. The latter are engaged principally in assembling timepieces, 
are much less skilled, and consequently are excluded from this statement. 

The foregoing establishes that the skilled watch workers available 


for production of timing and precision instruments of high quality 
have not been impaired or diminished in any respect by the present 
tariff on watches, or otherwise, and in fact have increased some 15,000 
workers from the prewar level. 

It is paneenens to note in connection with the national defense 
aspect of the American watch-manufacturing industry, that during 
the 17 coe of reduced tariffs complained of, the domestic watch- 
manufacturing industry has grown from 3 to 4 companies. The new 
company (Bulova Watch Co.) has become one of the largest man- 
- icturers of watches domestically, turning out, I believe now, about 
. million timepieces a year. 

an previously stated herein, it has been repeatedly stressed by 
representatives of the domestic watch manufacturers that they con- 
stitute an essential industry in time of war and, consequently, must 
be preserved; and that the most important factor in this preserva- 
tion now embodies the increasing of duties on imports of watch move- 
ments from Switzerland. 

We would like to point out that our American watch-assembling 
industry also constitutes an essential industry in time of war, and 
that members of this industry also participated in war work during 
World War II. We made precision instruments, watches, and other 
items vitally necessary to the war effort. 

Our production included many erticles that required the highest 
type of precision work. The list shown below includes the most im- 
portant of the items produced by the members of this association, and 
so excellent was the work performed that several of them were 
awarded the Army and Navy“E.” Their combined production totaled 
many hundreds of millions of units and the overall value amounted 
to $70,614,825. The large difference between the total number of units 
produced and their total value is accounted for by the fact that many 
of the items were exceedingly small, and not partic uli arly expensive, 
notwithstanding that they were highly precise in every case and very 
difficult to manufacture. 

Fuzes, concrete-piercing, time, rocket, etc. 

Telescopes 

Firing pins 

Pinions 

Watches 

Rate-of-climb instruments 

Altimeters 

Navigation hack watches 

Eight-day aviation clocks 

Ammeters 

Conoscopes 

Jewel bearings 

Machinery for making jewel bearings 

Castings and bronze parts for torpedoes 
Precision parts for aviation instruments 
Ship chronometers 
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Phototimers 

Compasses 

Turn and bank indicators 

Precision meters 

Rotors 

Rifle sight parts 

Numerous other small but important parts that required precision oper- 
ations 

In addition to the large number of skilled watchmakers employed 

i the domestic watch asse mbling industry, which enables it to manu- 
facture all of these wartime materials, there is also available for 
uch defense activities the above-mentioned group of 50,000 skilled 
watchmakers outside of the domestic watch manufacturing and assem- 
bling industries from which both can draw to meet any additional 
requirements in the event of full mobilization. 

It is striking and important to add here that many of the wounded 
GI's have taken up the watch manufacturers’ trade and have been 
tutored at Government expense and quite often without Government 
expensee in many of these watchmaking industries, and that has 
increased very much the number of skilled watchmakers in the 
country. 

From this it will be seen that the American watch assembling 
industry also represents a vital part of the overall defense poiential 

of this country, and, therefore, that we should be considered a part 
if it and not an outside separate entity when consideration is given 
to the watch industry as a segment of our national-defense picture. 

Conseque ntly, any action ts aken (such asa tariff increase) that would 
be injurious to our assembling industry must necessarily affect a 
pers of the watch industry as a  national- defense factor. As a matter 

fact, several of our members at this particular time are working 
on exceedingly important contracts for the armed services. 


EFFECT OF THE RECIPROCAL TRADE AGREEMENTS PROGRAM ON THE DOMESTIC 
CLOCK AND PIN-LEVER WATCH INDUSTRY 


In the statement made by the representative of the Clock Manufac- 
turers Association of America, Inc., in support of the present bill, it 
is argued in effect that unless an upward adjustment in the tariff on 
horological imports is made, the domestic horological industry cannot 
survive. That such sweeping claim has no sound or reasonable basis 
in fact will be shown hereinafter. 

The Clock Manufacturers Association consists of 14 domestic manu- 
facturers, all of which produce clocks, and 3 of which also manufacture 
pin-lever wristwatches. Their association is claimed to represent 
the largest segment of the American horological industry. 

Pin-lever watches are so-called because in the escapement metal pins are used 
in place of jewels, which are used in the more expensive jeweled lever watches 
manufactured by other segments of the horological industry (statements, p. 1). 

That is one of the statements from our opponent’s brief. 

For convenience, we hereinafter shall refer to these domestic manu- 
facturers as the “clock manufacturers,” and our references “statement, 
page —” are to pages of the written statement hertofore filed in their 
behalf during the present hearings. 

It should be noted that the clock manufacturers also produce 
millions of pin-lever pocket watches annually (5,100,000 in 1951, as 

32604—53——-119 
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estimated by the United States Tariff Commission) but these are not 
mentioned in their statement, and as a result it is not known whether 
such pocket watches are produced only by the 3 manufacturers who 


produce the pin-lever wristwatches, or whether some of the other clock 
manutiacturers also produ e pin lever por ket watches. 
In anv event, such pocket watches represent a major portion of the 
domestic production o1 pin lever watches an d certainly must be con- 
dered in connection with the question of whether watch imports are 
tending to injure the clock manufacturers, especially as the latter 


ea virtual monopoly of the domestic market for this type of 
por ket watch. 
In its re port to the President on watches, June 1951, the United 
States Tariff Commission said (p. 86) : 


. domesic pin-lever pocket watches receive virtually no competition from 
imported pin-lever pocket watches; and consumption of domestic pin-lever 
pocket watches accounts for a large share of total domestic consumption of all 
\ hes 


y * 
| 


In view of this, it is not difficult to understand why these pocket 
vatches are not mentioned in the statement. of the clock manufac- 
turers, and why they have not been included in any of the tables 
therein giving statistics on which their claims of injury are based. 

Pra tically all domestically produced pin-lever watches are clock- 
type watches, viz, the construction is similar to that found in cheap 
spring-driven desk and alarm clocks. Hence, as the clock manufae- 
turers also produce annually ap »proximatel) 15 million of the latter 
types of clocks (which cloc ks, like the pocket watches, have not been 
referred to in any of the tables and which clocks, like the pocket 
watches, have not in the past received, and presently are not receiving, 
virtually any competition from imported clocks), it is obvious that 
the fact that the clock manufacturers are receiving more competition 
from imported pin-lever wristwatches cannot possibly reduce their 
industry to the extent that they have indicated in their statement, or to 
any extent that reasonably could be considered serious injury or a 
threat thereof. 

In this connection, there must also be considered the clock manu- 
facturers’ production of electric clocks and “myriad timing devices 
for industrial, scientific and household uses” (statement, p. 2). Such 
timing devices utilize clock type mechanisms which are made by the 
same kind of machines and workers that make the various clocks and 
pin-iever watches. 

ey to clock 5, includ ing both the spring powe red and electric-pow 
ered, Mr. Lux of Lux Clock Mfg. Co., one of the clock manufacturers. 
testified before the Tariff Commission, in investigation No. 7 covering 
watches, that the domestic eee tion of clocks is in excess of 30 mil 
‘ion units per anu (record, p. 519). 

In the hoht of this annual domes stic production of 30 million clocks, 
and 5 million pocket watches, which receive virtually no competition 
from imports, the claim that the clock manufacturers “cannot stand 
up a against floods of imports from foreign clock and watch industries” 
unless tariff relief is obtained, not only is without merit but constitutes 
G2TOSS exaggerat ion. 

With respect to watches, the table (statement, p. 15) shows the im 
ports of all watches, both jeweled and nonjeweled. As the clock man- 
ufacturers do not manufacture any jeweled watches, which they admit 


‘ 
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manufactured by other seoments of the horologi al indu try the 
rense in the imports of jeweled lever watches does not concern “the ni 
most of such watches are not competitive with then pin leve er prod 
Furthermore, the apparent consumer demand for jeweled lever 

if s about five times large than it was in 1955. 

\t that time (excluding 0-1 jewel watches) the said demand ( based 
ivailable statistics of domestic manufacturers’ sales and imports ) 
estimated at 2.584.000 units. In 1950, it was estimated at 10,700, 
units. The jeweled lever domestic manufacturers’ sales in 1935 

ere estimated at 1,246,000 units and in 1950, 2,625,000 units. 

\s their sales represent on the average a figure about 10 percent less 

an their total production, it is clear that the increase in imports of 

weled lever watches was necessary to supp ly the demand which the 
domestic jeweled lever watch manufacturers were unable to supply. 

It is true that there also has been an increase in the number of im 
ted pin lever wrist watches. From 1931 to 1936, after the enact 

of the 1930 Tariff Act, there was a drastic drop in world trade 

d only a small quantity of pin-lever watches were imported during 

hose years. The Trade Agreements Act was passed in 1934 in an 
effort to revive imports, and the trade agreement with Switzerland 


was proclaimed effective in February 1956. 
ti hereatter, Imports ¢ of pin lever watches gradually Ine reased and 
reached a total of 2.469.861 in 1952. ‘This increase, however. was not 


entirely the result of concessions granted in the 1936 trade agreement 
on watches because pin lever movements in the 0-1 jewel category, 
measuring 1.5 inches to 1.77 inches in width, did not receive any coh- 
cession whatever, the rate of 75 cents each being the same as in the 
Smoot-Hawley Tariff Act of 1930. 

The follow ing table shows the total imports of 0-1] jewel movements 
and the total number of such movements 1.5 to 1.77 inches wide which 
did not receive any concession in rate in the 1936 trade agreement : 


Tote] num} } Total number 


Tear aapoets I 5 to 
Year in me — l ri 0-1 
‘ je wad 
1948 215, 203 680, 037 
449 9 7 04. 477 
0 595, 047 
pF, 1, 044, 646 
52 208, 615 





It thus appears that of the total 0-1 jewel pin-lever imports in the 
past 5 years, over one-third did not receive any duty concession and 
the increase in the imports thereof conclusive ly was the result of fae- 
tors other than the tariff. 

With respect to the increase in the other two-thirds of the 0-1 
je wel-movement imports, while this has caused increased omen 
between the clock manufacturers and the importers, it is inconceivable 
that it could result in serious injury or threat thereof to the clock 
manufacturers under existing conditions. 

The above table shows that a total of 2.469.861 pin-lever movements 
were imported in 1952, and the table (statement, p. 18) shows that 
there were sales of domestic _pin- le ver wrist watches in 1952 totaling 
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2,908,759 units. It is well known in the trade that a considerable 
quantity of the imported 0-1 jewel movements 1.5 to 1.77 inches wide 
are cased as clocks, but assuming, for the sake of argument, that the 
entire imported quantity represented wristwatches, the clock manu- 
facturers would have supplied about 57 percent and the imports 43 
percent of the domestic market in 1952 for pin-lever wristwatches. 

However, the clock manufacturers also supply the entire domestic 
market for pin-lever pocket watches (about 5 million annually) in 
which they enjoy an uncontested monopoly, and also supply practi- 
cally the entire domestic market for clocks (about 20 million units 
annually) in which they have what amounts to a monopoly, the clock 
imports being negligible, due to the tariff thereon, which will be shown 
later herein. 

It is quite evident, in view of this situation, that the dire predictions 
of the clock manufacturers, concerning their future if something is 
not done to give them tariff relief, have no sound basis in fact. 

I have never seen a case where practically all of the clocks produced 
and used in America are made in America and where there is practi 
cally no competition and to have $30 million all'told a year and where 
the clock manufacturers say they have to have some tariff in order to 
survive. 


The table (statement, p. 17) contrasting the percentage increases to 
1951 of imports of manufactured goods over the 1931-35 average 
thereof, with the percentage increases for 1951 of imports of watches 
over the 1931-35 average thereof, is without significance and meaning- 
less in the absence of any claim or proof that the domestic market for 
manufactured goods in terms of units has enjoyed the tremendous in- 


crease that has occurred in the domestic demand for watches. If the 
domestic demand for manufactured goods other than watches had ex- 
panded to the same extent as the demand for watches, the percent of 
increase in the imports of such other manufactured goods might well 
have equaled or exceeded the percentage increases shown for watches. 

On page 18 of their statement, a table is presented which purports to 
show what happened in the domestic watch market in the period i935- 
52, by comparing the total watch imports (both jeweled-lever and pin- 
lever) per 1,000 of United States population with the number of do- 
mestic pin-lever wristwatches sold per 1,000. It should be noted that 
while this table describes the pin-lever sales as “Total domestic pin- 
lever watch sales,” the figures represent only the pin-lever wristwatch 
sales and do not include the annual sales of pin-lever pocket watches 
which average about 5 million units. 

Hence, this table does not show what happened in the domestic 
watch market generally but only with respect to imports of all watches 
as compared with sales of domestic pin-lever wristwatches. Of course, 
when presented in this manner, the figures show a substantial increase 
in the watch imports per 1,000 population, as compared with the sales 
of domestic pin-lever wristwatches. 

While this looks impressive and is quite useful in support of a claim 
of injury from imports, it is of no practical significance and‘ could 
be misunderstood as representing the total sales participation of the 
clock mannfacturers in the domestic watch market. 

As the clock manufacturers are complaining about both watch and 
clock imports, it is interesting to compare the total w- . and clock 
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imports per 1,000 population with the total domestic clock and pin- 
lever watch sales per 1,000 population for the past 3 years when the 
imports were largest. In preparing the following table, the figures 
in said table on page 18 of their statement were used, to which were 
added (1) clock imports, which were obtained from the table on page 
21 of the statement; (2) pin-lever pocket watch sales obtained from 
United States Tariff Commission statistics (the 1952 sales were not 
available but were estimated at 5 million units) ; and (3) clock sales 
of 30 million annually as testified by Mr. Lux before the Tariff Com- 
mission (which figure is corroborated by the 1947 Census of Manu- 
facturers, Department of Commerce). The sales of jeweled lever 
watches manufactured in the United States have not been included 
because the clock manufacturers do not manufacture such watches. 


Watch and clock imports per 1,000 United States population compared with 
domestic clock and pin-lever watch sales per 1,000 population, 1950-52, 
inclusive 


| Number of 


Total wateh | clocks and Total domes- ; 
Year United States and eloek watches tic clock and |Sales per 1,000 
population imports imported pin-lever population 

’ per 1,000 watch sales | 

population | 

' | 
1950 : . 150, 697, 361 9, 643, 268 | 63 plus 37, 277, 889 | 247 plus. 
1951 * ae } 15 r 844, 000 | 11, 769, 483 | 77 plus 38, 143, 278 | 249 plus. 
1952 sat 155, 750, 000 | 11, 937, 702 76 plus 37, 908, 759 | 243 plus. 


It will be seen from the foregoing table that the clock manufac- 
turers unquestionably supply the lion’s share of the domestic market 
for watches and clocks. The increased competition that they have 
experienced in the smallest segment of their business, namely, the sales 
of pin-lever wrist watches, could not possibly result in serious injury 
to them or even a threat thereof, in view of their enormous produc- 
tion of pocket watches and clocks and their virtual freedom from 
competition from imports in those items. 

With respect to clocks dutiable under paragraph 368 of the present 
tariff act, the clock manufacturers look with alarm at the imports 
thereof into this country since October 1, 1951, the date when the 50 
percent tariff reductions negotiated at Torquay became effective, and 
while admitting that the volume of such imports in 1952 was not suf- 
ficient to support a complaint of i injury by their industry, neverthe- 
less state that the sudden increase in “imports of clocks following the 
reduction in duties is both highly significant and ominous.” They 
complain, in effect, that the 50-percent reduction in the duties on clocks 
should not have been made and state that the rate of duties on clocks 
prior to the said reduction “afforded reasonably sufficient protection 
to the domestic clock industry because it was, and it still is, sharply 
competitive at a low retail price level.” 

In answer to the foregoing, let us examine the facts. The rates of 
duty provided in par agraph : 368 of the 1930 Tariff Act for clocks were 
so high that far from affording “reasonably sufficient protection” to 
the clock manufacturers, those rates constituted a virtual embargo 
on the importation of clocks. This is conc lusively established by the 
total number of clocks imported annually. 



























































ISSO TRADI AGREEMENTS EXTENSION ACT OF 1953 


The table (statement, p. 21) shows such imports to have been 10,517 
units in 1948; 32.572 units in 1949; and 135,260 units in 1950. 

Compared with the domestic-clock sales of 30 million per annum, 
the imports represented about 0.00035 percent in 1948, 0.00108 per- 
cent in 1949 and 0.00450 percent in 1950. As previously indicated 
herein, this constituted virtual monoply of the domestic clock market 
by the clock manufacturers. 

With the exception of certain level movements of plate- and bridge 
type construction, 1.77 to 2 inches wide, having more than 4 jewels, and 
clocks containing such movements (which are not manufactured by 
the clock manufacturers), the rates of duty on clocks dutiable under 
paragraph 368 were not reduced 3 n any trade agreement negotiated 
prior to October 1, 1951, when the 50-percent reduction in those rates 
iwreed to at Torquay were proc laimed e ffec I ive, 

Thus, from June 1930 until October 1951, the clock manufacturers 
did not have merely a reasonably protective tariff on clocks under 
which imports could compete with the domestic products on any sem- 
blance of equality, but they enjoyed a tariff protection that precluded 
compet tion from clock imports. 

There can be little question that it was because of this situation that 
the trade-agreement negotiators finally decided in 1951 to reduce the 
prohibitive tariff rates on clocks to the fullest extent permitted under 
the law, in an effort to en ‘ourage some clock im} ports. 

While it is still too soon to predict with any certainty what effect 
the reduction in duty will have on e ied k imports, the number imported 
in 1952, the first full year following the duty reduction, is still negli- 
gible, the total being 280,764 units, which represent less than 1 per- 
cent of domestic sales. 

Whether the tariff rates on clocks, as reduced at Torquay, will enable 
mports to compete w eri the domestic products is difficult to determine 


because the reduced rates still provide a high measure of protection 
to the clock manufactu ae s. Inaré port ent itled “International Trade 
Policy Issues” published in February 1953 by the foreign commerce 


department of the Chamber of Commerce of the United States, the ad 


valorem equivalent - effect on May 1, 1952, on clocks, is shown as 
foliows (pp. 64-65): 


Percent 
V: $5 to $10 each- ‘i ‘ _ an ii scsi clita timate 105.5 
Valued more than $10 each ; Sa aside ead calepeceapaerairemicte 84.0 
Val coer $2.25 to $5 each ‘ 2 incniemaehcsed Se 
Valued $) to $10 each . 6 nt 
\ ied iO! han S10 each én ea 84.0 


These ad valorem equivalents were obtained by dividing the reported 
value of the import items for 1950 in the duty collected. Corrections 
were made to take account of duties which had been negotiated 
‘Torquay 

It is thus evident that the reduced duties on clocks still constitute a 
formidable barrier and that it remains to be seen whether imports can 
successfully compete with the domestic clocks on the new duty basis. 

It is not difficult to understand the efforts of the clock manufacturers 
to endeavor to have the embargo duties on clocks reinstated, but it 
should be observed that of the thousands of items listed in the dutiable 
schedules of the tariff act, only a handful enjoy the er ene of tariff 
protection that is afforded the clock manufacturers by the present 
dut es OI clocks 


eae 
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It is clear, therefore, that the clock manufacturers’ fear of injury 
om clock imports, which in the final analysis is all that their present 
osition adds up to, is wholly unwarranted. Something much more 
in this must be shown before there would be ai \ justificatic n for 
ction that would result in an upward revision of the duties on clocks. 
[t yy well be that at some futu re ci ite, if clock imports remain 1 eal] 
, the duties should be further reduced, as the present rates might 

till | L e TOO high to permet any apprecl iable qui With ity ot imports. 
Ho that may be, there are no rea nable grounds at the present 
me to suppor the clock manufactur ae claims of injury or threat 


hereof from either watch or clock unports. 


CONCLUSION 


We have in the past supported and endorsed the rec iprocal-trade- 
decent program whenever the ques stion of extension thereof for 
further period has been under consideration by .; oneress, because 
through this pe we believe that the United States is gradually 
ypening up the channels of world trade that have been clogged for a 
neration. 

W e can ¢ hoose no better words to express our concept of what this 
sountry § foreign trade program sh« ee be than those used by the 
Publie Advis v Board for Mutual Sec ‘ity in its report to the Presi- 
dent, entit led « A Trade and Tariff Policy in the National Interest,” 
submitted on February 24, 1953, as follows: 

The trade policy of the United States should be based on the national interest 
rather than the interests of any small group of producers of this or that article 
ch comes into competition with imported goods. 

We conclude this memorandum by again urging that the Reciprocal 
Trade Agreements Act be extended for a period of 1 year with- 
out amendment, as requested and recommended by the executive 
department. 

would like to call the committee’s attention to the fact that in the 
year 1951 Switzerland bought from us $216 million worth of United 
States products and sold us only 131 million. In other words, she 
bought from us nearly twice as much as she sold to us, and it is like- 
wise, I think, appropriate to state that Switzerland is a rocky country 
depending on a few industries and rugged farmers to survive. She 
has been very circumspect in selling goods behind the Iron Curtain. 

She is a great manufacturer of precision machinery. As many of 
you who have visited Switzerland know, it is my thought that if these 
people, who are one of the great major industries, of which there are 
few in Switzerland, who make watches, find that their product is 
excluded, as I fear it will be if the tariffs are increased in the United 
States, they will be compelled with great reluctance to find markets 
behind the Iron Curtain for precision machinery in which they excel, 
and that would not be to our interest. 

We would only be penny-wise and pound-foolish if we drove ¥ 
Swiss commerce behind the Iron Curtain, where it seems like it is 
most opportune for it to go. ; 

| would now like to offer for the record a history of the American 
watch factories which shows there were many to start with relatively 
and they have all been merged into just a few companies. 













































Mr. Typrnes. Yes. 

The Cuarrman. Without objection, it may be included in the record 

(The information referred to is filed with the committee.) 

Mr. Typrnes. I would like also to furnish for the record the employ 
ment, wages, and hours in Connecticut where a great many of these 
watches and clocks are manufactured. They will show a comparison 
from month to month of the steady increase in employment and quite 
often in wages. 

This is just an exhibit. not to be incorporated in the record, because 
it would make it too voluminous. However, I would like it to be avail- 
able in case any member - the committee wants to look at it. 

The Cuatrrman. Thank you very much. 

(The document was received for filing by the committee. ) 

Mr. Typrnes. Finally, I hold in my hand, m: iny, many copies to be 
drawn out of the Waterbury Sunday Republican in which you will 
find marked in red advertisement after advertisement for more and 
more workers at higher wages. There are probably 25 or 30 pages 
here from the watch and clock industry scouring the countryside to 
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The Cuamman. That is printed matter, is it not? 


get people to come in and help them produc e their product. 

I would like to file that with the committee. 

The Chairman. The name of the paper indicates it is authentic. 

Mr. Typrnes. Yes, sir, and from a good Republican paper that is 
a pretty good argument. 

The CuarrMan. We will file that for the record. 

(The document was received for filing by the committee.) 

The CHamMan e's that conclude your statement ? 

Mr. Typrnas. Yes. sir. 

The Cnatrman. We want to thank you for your very fine statement, 
and now I believe Mr. Curtis would like to inquire. 

Mr. Curtis of Nebraska. Senator, what jeweled watch industry is 
located in Connecticut ? 

Mr. Typvrines. I am advised that these ads deal primarily with the 
pin-lever watch and the clock industry and not with the jeweled 
watch industry. 

Mr. Curtis of Nebraska. As a matter of fact, there are no jeweled 
watch movements manufactured in Connecticut. 

Mr. Typrnas. I think that is correct. There are in New York next 
door. As you know, Bulova has a watch up there. 

Mr. Curtis of Nebraska. What companies do you represent? 

Mr. Typrnos. I represent Gruen, Benrus, Longines- Wittnauer, and 
quite a few others. I will give you a list of them. They are quite 
long and I only know the more prominent among them. I do not 
know the smaller companies. Would you like to have a list put in 
the record ? 

Mr. Curtis of Nebraska. All right, yes. 

(The information referred to is filed with the committee. ) 

Mr. Curtis of Nebraska. Which ones of those companies that you 
represent manufacture jeweled movements in this country? ° 

Mr. Typrncs. Bulova. 

Mr. Curtis of Nebraska. Are they manufacturing the jeweled move- 
ment in this country ? 

Mr. Typrnas. Yes; sir. They make a completed watch. They made 
about a million of them last year. 
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Mr. Curtis of Nebraska. Where are the parts made? 

Mr. Typines. The parts are made in their plants in the United 
States of America, one of which is located in New York State. They 
have several. I do not recall precisely where they are located. 

Mr. Curris of Nebraska. Are all of their parts for the jeweled 
wateh made in the United St — I am talking about Bulova. 

Mr. Typines. Some of their parts are imported and some are made 
completely in this country, - im advised. 

Mr. Curtis of Nebraska. Do any of the other companies make 
} weled movements in this country ¢ 

Mr. lYDINGS | think Gruen does. I have been to tl ie Gruen plant 
abroad | ive not been to the Gruen Pp lant in © Ine nati. but I am 

dvised by Mr. Katz, who is the president of it, that ae are putting 

more nd more mach nery : nd are now manufacturing some of 
{ jew di movements t it Gruen uses in this country. 
Mr. Curtis of Nebraska. However, in both cases, they do use 
‘J YDINGS. That is rig] t. So does Bulova and so do other Ameri- 
can manutacturers., Elo n and the others use them, too. Asa matter 
of fact, their demands for watches are about 10 percent greater than 
their production and therefore they, too, m6 mer 

Mr. Curtis of Nebraska. Which company are you referring to? 

Mr. Typrtnocs. It is the brief Let me } lave oi Fox testify to that. 
He is more familiar with the technical aspects of manufacturing than 


Mr. Fox. In connection with the Bulova manufacturing, it is my 
understanding that from three-quarters to a million watches are manu- 
f tured ex lusively from American parts with the possib le exception 
of the jewels. Some jewels may be made domestic: uly | V Bulova, but 
I understand in all of the watches manufactured domestically, the 
jewels are imported from Switzerland by Hamilton and Elgin—just 
the jewels themselves—but Bulova makes quite a few movements a 
year, some of which are made from imported parts and there may be 
some domestic parts included. However, from three-quarters of 
million to a million are made exclusively, as I understand it, from 
parts m de entirely in the United States. 

Mr. Curtis of Nebraska. Senator, did you represent these com- 
panies In their hearing before the Tariff Commission ? 

Mr. Typrnas. I did. 

Mr. Curtis of Nebraska. I am sure they had very able representa- 


{r. Typines. I hope they feel that way. I gave them the best I had. 
We certainly intended to be factual and accurate and I believe it was 
a good Commission. I believe the Commission devoted an awful lot 

f time to it, and if I might take the liberty of trying to interpret 
their minds. I think the que stions were so « ‘lose on some points that 
even the best judge in the world might have differed with another 
excellent jt ulge slightly ; 

Mr. Curtis of Nebraska. Did you have a fair hearing? 

Mr. Typines. We had a fair hearing I thought. Of course, a great 
deal of the information, Mr. Curtis, as you know, is confidential. In 
othe words, they submitted off the record. The Commission has the 
advantage of reading it, but we did not and, therefore, just like this 
brief here, here are 5,100,000 pocket pin lever watches that are not 


ia 
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mentioned in their brief. That is left out entirely. They have no 
ompetition whatsoever. 

We have to dig those things out of their own statements because it 

not possible to go anywhere and get a complete breakdown of the 

hole domestic watch manufacturing industry. 

Mr. Curtis of Nebraska. That is true of both sides of the contro 
versy at. the Tariff Commission, is it not? 

Mr. Typines. I do not think so except insofar as we were not able 
to answer some questions as to how many people were employed, for 
example, in certain factories in Switzerland because in Switzerland 
sometimes the statistics are not available. There are 50,000 people 
engaged in the manufacture over in Switzerland and in all the popu- 
tion that is 50,000 families and therefore these are divided in little 

s and villages where they make just one thing, like a lever, or a 
frame for 2 movement, so that it was not easy to get the material with 
the best of intentions and furnish it to the Tariff Commission. 
However, we gave them everything they asked for as far as it was 
hin our ability to provide it, but the big thing I would like to leave 
W 1 vou is this: 

That we are selling twice as much to Switzerland as we are buying 
l1rom Switz rland. This industry perhaps employs more people than 

iy single industry in Switzerland. If they cannot sell their watches 
> I they sell them ? They have to sell them behind the 
Iron Curtain and I know that none of us wants precision machinery, 
no matter what it may be doing, behind the Iron Curtain and I do not 
think anybody else cares to see it either. I submit that is not a 
sentimental argument, but a factual one. 

Mr. Curtis of Nebraska. Did they follow that same policy in World 
War II? 

Mr. Typrnoes. I think it was somewhat different there. There was 
fighting all around them, but I do not think they sold anything to 
Russia. 

Mr. Curtis of Nebraska. Russia was our so-called ally in World 
War IT. 

Mr. Typines. I think they had to sell a little to the Nazis to save 
them from coming in and taking over. 

Mr. Curtis of Nebraska. They did sell to the Germans, did they 
not ¢ 

Mr. Typrnas. I don’t know whether they did or not. 

Mr. Curtis of Nebraska. The people that examined a lot of buzz 
bombs and other things that came over England say that they did. 

Mr. Typines. It may be. 

Mr. Curtis of Nebraska. The flow of jeweled watch movements out 
of Switzerland into the United States increased several fold after 
Germany surrounded Switzerland too, did it not? 


Mir. Typrncs. I do not know whether that is so. I will take your 


word for it. However, if that is a sound conclusion, that is all the 
more reason why we should not this time force those same things over 
behind the Iron Curtain. 

Mr. Curtis of Nebraska. You contend that the Congress should 
take cognizance of a threat to do business with Russia of a country 
that threatens to do business with them ? 

Mr. Typrnas. No, but I think Congress ought to take cognizance of 
the fact that they must exist and if the American markets are excluded, 


where do ti 
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they will have to sell their products somewhere even if they do not 
want to. 

Mr. Curtis of Nebraska. They have the markets in the rest of the 
world, have they not? 

Mr. Typines. They do om have all the markets here. 

Mr. Curtis of Nebraska. I am talking about jeweled watches. 

Mr. Typines. As to jeweled watches, they have largely the market 
for movements. 

Mr. Curtis of Nebraska. They have more than 75 percent of the 
jeweled watch market of the United States, have they not? 

Mr. Typines. I do not know whether they have or not, but I think 
they have. 

Mr. Curtis of Nebraska. They have almost a hundred percent of it 
in the whole world outside of the United States, have they not? 

Mr. Types. I think they have. 

Mr. Curtis of Nebraska. You did not represent Bulova before the 
Tariff Commission, did you? 

Mr. Typtnes. In a way. Bulova was partly with us. They were 
there and sat at our table at times. I attended meetings of the asso- 
ciation. They had their representative there and so far as I know, 
they have entered into this whole movement. I have never received 
any instruction not to represent them. 

Mr. Curtis of Nebraska. The modest price jeweled watch movement 
is what they call a 17-jeweled watch movement, is it not? 

Mr. Typrnos. I think that is right. 

Mr. Curtis of Nebraska. And Bulova does not make them any more, 
do they, in this country ? 

Mr. Typrnes. I think they do, but you may have some information 
better than mine. I think they do. I think I have seen them adver- 
tised. 

Mr. Curtis of Nebraska. My information is that they have discon- 
tinued that. 

Mr. Typinos. I think what has hapnened is this: I think they are 
specializing more on movements in excess of 17 jewels, but I do not 
think they have stopped making 17-jewel watches. 

Mr. Curtis of Nebraska. Not so many years ago, you only had 50 
percent. 

Mr. Typrnes. That is right. 

Mr. Curtis of Nebraska. You only had 50 percent of the jeweled 
watch movement market in the United States. 

Mr. Typrnes. That is right. 

Mr. Curtis of Nebraska. Now you have over 75 percent ? 

Mr. Typtnes. That is right. That was largely due to the fact that 
during the war a great many of our American watch industries went 
into production of war materials. From the figures I have shown 
our own assemblers made $78 million worth of war materials that had 
nothing to do with hearer at all. 

Mr. Curtis of Nebraska. As a matter of fact, Waltham, Elgin, and 
Hamilton are importing jeweled watch movements right now, are they 
not ? 

Mr. Typines. That is right, and they are advertising for more help 
and they are importing about 10 percent, as I recall. 

Mr. Curtis of Nebraska. Is Waltham advertising for more help? 

Mr. Typrnes. I do not know, but I know the others are. 
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Mr. Curtis of Nebraska. Is Hamilton ¢ 

Mr. Typrnes. | know Waltham went through a very trying period 
and I have heard all kinds of reasons for its trying period, but the 
other two have flourished steadily. 

Mr. Curtis of Nebraska. Has Hamilton advertised for more help? 

Mr. Typines. They are making more watches / 

Mr. Curtis of Nebraska. Have they advertised for more help? 

Mr. Typrnos. I did not say so. 

Mr. Curtis of Nebraska. Has Elgin ? 

Mr. Typrnes. I have not said so, and I do not know whether they 
have or not. 

Mr. Curtis of Nebraska. That is all, Mr. Chairman. 

The Cuatrman. Mr. Utt will inquire. 

Mr. Urr. I have no inquiry to make. I just want to make an ob- 
servation, because the Senator has dwelled upon the figure of $216 
million worth of imports into Switzerland from the United States 
and only an importation into the United States of $131 million. 
That is based on dollars and I just want to convert it to importation 
and exportation of labor, in that we have figures from other testimony 
to the effect that about 80 percent of the manufacture both in America 
and in Switzerland is labor and therefore we exported to Switzerland 
about $160 million worth of labor and we imported from Switzerland 
about $500 million, if you convert it into labor. 

Mr. Typrnas. Yes, but a great deal of the exports that we made in 
Switzerland were food and we have a big agricultural surplus. When 
I was a Member of Congress, I remember quite vividly that we were 
plagued with what we would do with that surplus. 

It is my recollection that during the time I was there we used to 
buy a lot of it and store it and a great deal of it spoiled. 

We can cut off the imports of these foods into Switzerland, but 
we simply accentuate the increase in food in this country. 

Mr. Urr. That is right, but the only point I wanted to make was 
while we imported $131 million worth of material, it actually 
represents about $500 million if converted into labor. 

Mr. Typrnes. The point I think ought to be made that the 50,000 
people in Switzerland, I am advised, are engaged in the watch in- 
dustry and this is the principal market or the best market at least, 
and if this market is shut off by such a rise in the tariff as would 
minimize it, you would throw an awful lot of people out of work in 
a country which has few things to which it can turn. 

In this country we have many things to which we can turn because 
of the diversification. The Swiss people, if they lose their watch 
industry, they wouud be threatened with a serious problem, and “~ 
will have to sell those watches. I have been through Switzerland 
been through some of their plants, not only the watch plants but the 
precision machinery plants, and I think they rank among the coun- 
tries of the world in the manufacture of precision machinery, which 
is oneof the war needs we have in the world today—fine precision 
machinery. 

Nobody makes better precision machinery than the Swiss do. 

Mr. Urr. Understand, I had no fault to make with your statement 
whatsoever. 

Mr. Tyvrnes. Just developing the facts. 

Mr. Urr. I was giving an interpretation to the dollar value. 
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Mr. ‘| YDINGS. ] have no doubt those fioures are accurate, but I do not 
have them. 

The Cuarrman,. I think you will agree that they have a very effi- 
clent government, run without waste. 

Mr. ‘Typrnes. I think that is true, Mr. Chairman. I think over 
In Switzerland we have a model of democracy at its best, considering 
human institutions as they are, They are very democratic: the vy are 
sold; I think their sympathies are united with the west without any 
variation, and [I | lope even though they are a littl > country and have 
not been a participant in our world wars that we will do whatever we 
can to keep them in the fold for whatever contribution they can make. 

The CHARMAN. ~~ thank you for your statement. 

Mr. Typines. I want to thank you for giving me so much time. 
I briefed my statement because I know it is a tiresome thing to sit 
day yo di Ly and listen to testimony. 

Mr. Curtis of Nebraska. Mr. Chairman, I have something at this 


time. 
The Cuarrman. Mr. Curtis. 
Mr. Curtis of Nebraska. Mr. irman, E do not think I should 


comment > ai the details of the statement just made by Senator Tyd 
ings on behalf of the importers. This statement contains no argu 
ments or facts that were not presente -d to and available to the Tariff 
Commission in the investigation 1t m: ide of the jeweled watch industry 
in 1951-52. Senator Tydings has stated that the importers, whom he 
represented before the Tariff ni gs received a fair hearing 
from the members of that body. He and they merely disagree with 
its findings a1 d recommendations. 

The Tariff Commission is the fact-finding body established by the 
Congress to assist it as its arm in the area of tariff ratemaking, and 
in determining the effect of tariff concessions on American industry. 
The Congress now has before it the considered view of the majority 
of the members of the Tariff Commission, based upon an exhiaustive 
investigation, lasting 16 months. The Commission heard all that 
has been said here and a great deal more. ‘The record it accumulated 
was voluminous. It is not possible or desirable for this committee 
to review that record. Congress gave that job to the Commission. 

The Commission found that the domestic jeweled watch industry is 
threatened with serious injury as a result of imports stimulated by 
the concessions granted in the Swiss trade agreement. This con- 
gressional agency further re ports the finding that unless its recom- 
mendation of an increase of 50 percent in the applicable watch duties 
is followed, the domestic watch industry will continue to decline not 
only in terms of the relative share of the domestic watch market 
which it ean secure in the face of the continuing flood of Swiss watch 
imports, but also in terms of the absolute numbers of watches te be 
produced in America with American watchmaking skills. 

This finding of the Tariff Commission must be considered together 
with the report of the special interdepartmental committee estab- 
lished by the Chairman of the National Securities Resources Board 
at the direction of the President to determine the necessity for meas- 
ures to maintain and develop a supply of skilled manpower in the 
domestic watch industry adequate for the needs of national defense. 
That committee’s investigation extended more than 3 months. It 
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embraced a complete survey of all domestic jeweled watch movement 
tigin, Hamilton, Waltham, and Bulova. 





ian ifacturers, which are E 

The committee’s report Is classified, but it has released a summary 
f its findings, which I would like to insert into the record at this 
point. 


(The matter referred to follows oe 


UNCLASSIF ED Excerpts FROM MEMORANDUM, JACK GorrIE, CHAIRMAN, NATIONAL 
SecuRITY Resources Boakp, TO JOHN R, STEELMAN, THE ASSISTANT TO THE PRES- 
IDENT, JANUARY 12, 1953 


Subject : The Watchmaking Industry and National Security 
You will recall that the President, in a letter of September 26, requests me to 
tablish an interdepartmental committee with representation from the Depart- 
ents of Defense, Labor, and Commerce. This committee was to (1) determine 
the nature of the skilled manpower requirements which would be placed on the 
hmaking industry in the event of full mobilization, and (2) determine the 
essity for and practicability of measures to maintain and develop an adequate 
base of skilled workers in this industry. 


the committee has completed its report, which was transmitted to the President 

la In the course of the development of this report the committee consu!ted 

with the Department of State, the Tariff Commission, and the Treasury 

D rtment. Representative firms in the industry participated extensively in 
aring the basic data on which some of the major findings rest 


The study makes it clear that precision jeweled movements are essential to 


e security of the Nation in wartime. It was further determined by the com- 
ttee that the products of the jeweled watch industry, namely, jeweled clocks, 
ed watches, chronographs, and chronometers, have a very high essentiality 
ating and are uniquely produced by the firms in this branch of the watch and 
ck industry. 

It was also determined that the usual standby-facilities approach to the problem 
of maintaining mobilization base is unsuited to the requirements of this situation. 
The nature of the skills and the long training time required for key skills in 
producing jeweled watch movements make it necessary to keep workers actually 
producing products directly and continuously using these skills 

It is generally agreed that skills developed in producing precision jeweled 

ovements can be utilized on other products and for other industries. However, 

s only after long training periods that workers from other industries become 
ualified to make jeweled movements. 

Dissipation of the skills presently employed either by curtailment below a 
minimum production level of jeweled movements or by transfer to alternative 
activity not requiring the same order of skills clearly would not be in the interest 
of national security. Such skill attrition, of course, is not a serious problem in 
the short run when skilled workers are temporarily transferred to less exacting 
work in the same plant. But, if prolonged, such transfer results in loss of skill, 
workers leaving the plant, and cessation of training. Therefore it is not sufficient 
for national security purposes merely to maintain the facilities on a standby 
basis. It is the skills that must be maintained. This can only be done by actual 
put-through of watch and clock movements or the parts of such movements 

The committee therefore concluded that in view of the critical and unique 
nature of the skills involved, a minimum number of jeweled clocks and watches 
should be continuously produced by this industry in order to preserve a base of 
skilled workers upon which expansion could be built in the event of full mobili- 
zation. A minimum production range was specified by the committee and is 
contained in the classified report. 

The committee was of the opinion that the present level of production was 
adequate to preserve this base of skilled workers but suggested that the produc 
tion levels of this industry be kept under review by the National Security 
Resources Board and that the Government take specific action if production falls 
below the safety level. 

The committee further considered the relative merits of seven alternative 
measures which might be taken to maintain production at the minimum level. 
For some of these measures legislation would be required. The measures are: 

1. Advanced procurement of watches and chonographs for military use under 
conditions of full mobilization. 
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2. Preferential procurement from the jeweled watch industry for jeweled watch 
and clock movements. 

3. Increase in the tariff. 

The establishment of import quotas. 
5. Direct subsidies. 

6. The removal of the excise tax on jeweled clocks and watches. 

7. Accelerated amortization of capital equipment. 

The advantages and disadvantages of the several alternatives are discussed 
in the report. 

Mr. Curtis of Nebraska. Thus the fact-finding body set up by the 
executive branch of the Government to inquire into the essentiality 
of the domestic watch industry has found, after three months of in 
vestigation, that the domestic jeweled watch industry is essential to 
national defense and that no decline in the absolute level of produc- 
tion of jeweled watch movements presently existing in that industry 
can be permitted without impairing our national safety. 

Under the circumstances, the duty of the Congress is clear. On 
the one hand, it cannot discharge its responsibility of providing fo 
the national security without acting to insure that the domestic watch 
industry can continue at its present level of production; on the other 
hand, it has been advised by its own fact-finding commission that, 
to prevent a decline in that production, tariff duties on watch move 
ments must be increased. 

Action by Congress to adopt the Tariff Commission recommenda- 
tions should not be regarded as a departure from the spirit of the 
Swiss trade agreement. The ad valorem equivalent of watch duties 
in the period 1936—40 after the execution of the Swiss trade agree- 
ment was 631% percent. The increased rates of duty recommended 
by the Tariff Commission would place the ad valorem equivalent of 
watch duties at 53 percent based on the import trade in 1951. Such 
an increase, therefore, would leave watch duties in terms of ad 
valorem equivalents at a lower level than established originally by 
the Swiss trade agreement in 1936. The action by Congress to place 
the Tariff Commission’s recommendation into effect, therefore, would, 
so far as the Swiss trade agreement is concerned, do no more than 
effect a partial restoration of watch duties to the level of ad valorem 
equivalents which the agreement itself was designed to achieve in 
1936. 

It would certainly be unreasonable for Switzerland to object to 
this action where it is necessary to maintain an essential industry 
in the United States as a security measure. As Mr. Tydings admits, 
Switzerland has 75 percent of our market and better than 95 percent 
of the remaining world market. 

A matter of importance to the national security of the United States 
is obviously a matter of equal importance to the entire free world. 
Senator Tydings’ suggestion here that action by the Congress to pro- 
tect this essential industry by the mild measures recommended by 
the Tariff Commission will drive the Swiss into traffic with Russia, 
if it actually reflects the thinking of the Swiss, shows how shallow 
is their concern for the security of the free world of which presumably 
Switzerland is a part. I cannot believe that thoughtful Americans 
would sympathize with a desire on the part of the Swiss in 1953 to 
secure greater concessions in ad valorem watch duties than they ini- 
tially negotiated in 1936, when the national security interests of 
the United States hang in the balance. 
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With respect to the argument that the importers are also important 
to national defense, it is sufficient to note the fact that the NSRB 
report fails to include them among the reservoir of precision watch- 
making skills in this country which must be maintained and developed 
in the interest of the national security. The Congress has before it 
no finding by any competent body establishing any status of national 
defense importance for the importer-assemblers. We should not con- 
sider their claims nor defer acting to protect the domestic industry 
in the face of the findings of the NSRB and the Tariff Commission 
of the essentiality of the domestic industry and the serious injury 
threatened to that industry by Swiss watch imports. 

The CratrMan. I wish to ask the permission of the committee 
to insert the remarks of Mr. George M. Harrison, grand president 
‘f the Brotherhood of Railway and Steamship Clerks. 

(The statement referred to follows:) 


BROTHERHOOD OF RAILWAY AND STEAMSHIP CLERKS, 
Cincinnati, Ohio, April 17, 1953. 
Hon. DANIEL A, REED, 
Chairman, Committee on Ways and Means, 
House of Representatives, 
Washington, D. C. 

DEAR Mr. CHAIRMAN: It is my understanding that hearings will be held by 
your committee commencing April 22 on the extension of the Reciprocal Trade 
Agreements Act. 

Previously I have had the privilege of submitting statements or testifying 
personally before the Ways and Means Committee with respect to similar 
legislation. In view of the very disturbed international situation and the neces- 
sity for the continuance during the present crises of a sound and productive 
economy throughout the free world, I am inevitably led to the conclusion that 
the present act should be extended without further amendment for the period 
of 1 year from June 12, 1953. 

The indulgence of you and your colleagues to the extent of making this letter 
a part of the hearings of record before your committee is earnestly requested. 

Yours very respectfully, 
GEO, M. Harrison, 
Grand President. 


The Cuatrman. I ask permission of the committee to insert the re- 
marks of Mr. C. P. McFadden, chairman, rubber footwear division, 
the Rubber Manufacturers Association, Inc. 

(The statement referred to follows:) 


THe RUBBER MANUFACTURERS ASSOCIATION, INC., 
New York, N. Y., May 18, 1953 
Hon, DANIEL A. REED, 
Chairman, Ways and Means Committee, 
House of Representatives, Washington, D. C. 

DrAR CONGRESSMAN Reep: While your committee is considering the proposed 
legislation to extend the reciprocal-trade program, the members of the footwear 
division of the Rubber Manufacturers Association, Inc., wish again to urge that 
any extension of this program carry with it adequate protection for those Amer 
ican industries—such as the rubber footwear industry—which would be seri 
ously injured by further tariff concessions on imports. 

We have pointed out before that our industry—chiefly because of its high 
labor-cost factor (hourly rate) as compared with foreign labor costs (hourly 
rate) in the production of like goods—is especially vulnerable to imports. The 
“escape clause” and “peril point” provisions of the bill now before you, members 
of our industry feel, are the very minimum of protection for their stockholders 
and their employees, and for other American industries similarly situated 

Any imported pair of rubber footwear means one less pair to be made by 
American labor. gut the effect of the imports does not stop here. Since for- 
eign manufacturers do not care to, and are not equipped to, supply all types 
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ibber footwear needed by the American public, they concentrate on one or 
few large-volume and, therefore, more profitable types with a resultant dis- 
ruy n of the domestic market 


} 


May we remind you once more that the rubber footwear industry is a truly 
American industry; that the American manufacturers developed and for years 


held the entire world markets hat these world markets have been almost 
to y st to manufacturers in cheap-labor countries abroad, and, finally, that 


for the past two decades the American manufacturers have had to wage a bitter 
l »id the loss of their own domestic markets 





Twice, since the inauguration of the reciprocal-trade program, our products 
have been listed for negotiations under this program. In 1937, President Rouse 
elt, in whose administration this program of international trade negotiations 

is fostered, refused the request of the Czechoslovakian Government for con 
cessions on import duties on rubber footwear. But, 10 years later, at the Geneva 
Conference, the United States negotiators granted a tariff cut on waterproof 


i 
‘ubber footwe which, for practical purposes, was the limit permitted under the 
J s done after members of the rubber footwear industry filed strenuous 
ob ic on rhey went before the Committee on Reciprocity Information. They 
presented their case to these oflicials who later went to the Geneva Conference 
. ( ors f the Unit States But they were given not even the slightest 
kling of the thinking of these egotiators on their case until announcenent 
of tl essions was made in Geneva Our members still have the conviction 


that the members of the CRI were not interested in the validity or logic of our 


‘ but were merely interested in granting tarilf concessions. 
We l hat when your committee finally reports this bill (H. R. 4294) to 
tl House of Representatives that it will contain those provisions that will 
mit the discretionary power of those to whom authority is given to negotiate 


de tre ies, so that there can be no recurrence of the Geneva action. 

We wish, also, that you could make clear to the public that tariffs are the 
best method to protect American jobs by setting a counterbalance against the 
low labor costs which enable foreign manufacturers to invade the American 


Qur industry is not asking at this time the opportunity to appear personally 
during your hearings on H. R. 4204 because we are aware that you have a 
heavy calendar, but if it is your wish, or the wish of any of the comuiittee to have 
representatives of this industry appear, we will be happy to do so. 

Very truly yours, 
C. P. McFappen, 
Chairman, Rubber Footwear Division. 


Bata Shoe Co., Inc., Beleamp, Md.; Bristol Manufacturing Co., Bristol, 
R. I.; Cambridge Rubber Co., Cambridge, Mass.; Converse Rubber 
Co., Malden, Mass.; Endicott Johnson Corp., Johnson City, N. Y.; 
Goodyear Footwear Corp., Providence, R. 1.; Goodyear Ruiber Co. ; 
Middletown, Conn.; Hood Rubber Co., Watertown, Mass.; La- 
Crosse Rubber Mills Co., LaCrosse, Wis.; Servus Rubber Co 
Rock Island, Ill.; Tingley Rubber Corp., Rahway, N. J.; Tyer 
Rubber Co., Andover, Mass.; United States Rubber Co., New 
York, N. Y 


The Cuairman. I ask permission of the committee to insert the 
remarks of Mr. Paul H. Hunt, vice president, Park-Utah Consoli- 
dated Mines Co. 

(The statement referred to follows:) 


, 


STATEMENT OF PAUL H. Hunt, Vick PRESIDENT AND GENERAL MANAGER, PARK-UTAH 
CONSOLIDATED MiNes Co., Park City, Uranu 


Mr. Chairman, Members of the Committee, and Gentlemen, I represent one 
of the small but persistent producers of lead-zine ores operating in the Park 
City Mining District of Utah. ir annual production in recent years averages 
between 10,000 and 15,000 tons of these 2 metals with a crew of 350 to 400 
men. We have some 9,000 stockholders scattered through nearly every State 
of the Union. The Park City District has, since its discovery in 1872, pro- 
duced 15,590,000 tons of ore, having a net smelter value of $384,810,000. At no 
time since its discovery in 1872 has there been a complete shutdown of all 
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ines and, in the judgment of geologists. engineers, and operators, the district 

der normal conditions of balance between prices and costs has many years 

life ahead of it. 

Right today, however, only 1 mine is still operating, which is the lowest 
ecord in the history of this 80 years of continuous operation. 

Working under high pressure and a tight sehedule as this committee is 
oing, it would be an imposition to burden you with data already furnished or 
vaste your time with long arguments. However, if anything is omitted or not 
ade clear, I shall be glad to answer any questions I can 

\t your meeting in Denver a week ago, representatives of the Mine, Mill & 
Smelter Workers’ Union strongly urged a return to the premium-price plan, 

re or less as in World War ILI, for the encouragement of small-mine owners 

d prospec tors, 

A very similar bill to that proposed in Denver, was 8. 2105 introduced in the 

session of the Slst Congress on June 17, 1949, by Senators Hayden, McFar- 

d, and Malone. We in Park City and throughout the West generally gave 
S. 2105 our full support. However, we went up against a stone wall of op- 

on that subsidies paid any industry in peacetime are economically and 
damentally unsound. I believe such opposition would be even stronger 

( \ 

When the entire lead industry of this country, large and small producers alike, 

either shut down, contemplating a shutdown, or in uncertainty as to how 

they can continue operations, we must adopt some other approach than a 

pl um-price plan for small mines and prospects. 

h the deplorable situation of the small miner, owner, and prospector and 
th the utmost sympathy for them, I still think the greatest help that could 
given them would be the assurance there is a market for his ores in this 

ntry, if he is suecessful, at prices that will yield a reasonable profit. With- 
out this, all the assistance that might be given him is valueless. 

Phe testimony of Messrs. Travis and Larson at your Denver meeting, favoring 

x slation for a premium price plan, does not by any means represent the think- 

of organized labor in Utah. For example, the United Steelworkers of 
America who are the bargaining representatives of the lead-zine miners in 
that State, have had their economists and statisticians from their headquar- 
ters in Pittsburgh, going over the situation since early in the year. As a result 
and ent rely independent of the ideas of management, they came to the con 
clusion the legislation embodied in H. R. 4294, the sliding scale tax on lead-zine 
mports when the domestic price for these metals is below 1514 cents a pound, 
had the most likelihood of passage and would provide the most stability of em- 
pli yment for the membership of their union. As proof of this decision, three 
members of this union from Utah are now in Washington and will appear as 

itnesses at the hearings before the Ways and Means Committee on H.R. 4294, 

On the last page of this brief there is a tabulation of data from the Paley Com- 
mission's report relative to the production and consumption of copper, lead and 
zit the United States and the free world exclusive of Russia and the satellite 
countries for the year 1950 and the estimated production and consumption of 
the United States and the free world for 1975. 

You will note in table I, the United States in 1950 was an average of 6624 
percent self-sufficient in these 3 metals and it is estimated we shall be only 49 
percent se!f-sufficient in 1975. Also, the primary production of these 3 metals 
conib'ned, it is estimated in this 25-year period, will show a decrease of only 8 
percent; that is, the report estimates domestic production will maintain its pro- 
ducton of 1950. 

You will also note in table II, it is estimated if the demand for metals in the 
United States and the free world are to be satisfied in 1975, the free world must 
double its 1950 production. In the text of the report it is frankly stated the 
capital required for this doubling of foreign production must be furnished 
larvely by the United States. 

The Paley report assumes, therefore, our domestic industry will continue to 
produce metals for the next 25 years at about the 1950 rate of production, even 
thou’ h tariffs are entirely removed and regardless of what may happen to prices 
In your hearings you have been given data showing what the increased importa- 
tions of lead-zine in 1952 over 1951 have done to domestic prices. Doing away 
with all tariffs will add still more incentive to increased imports, lower domestic 
prices and consequently drastically decreased domestic production. As far as 
reliability to predict 25 years hence, the authors of this report have fallen flat on 
their faces in the first 6 months since the report was published. 
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Every ton by which domestic production may decrease, by that much, increases 
our dependency upon foreign sources. By the recommendations of the Paley 
Commission, if carried out, it is inescapable that some very large share of the 
capital invested in domestic mining must be written off. The report does not 
admit this, but the experience of the past year admits of no other alternative 
For every $1 we must write off from our investment in domestic mining, we 
must invest another in foreign mining and we have not entirely forgotten what 
has happened in Bolivia and Iran. 

This rash, theoretical experiment to which the Paley Commission would first 
commit us (doing away with all tariffs on metals) is striking at the Achilles’ 
heel of our future economic health and safety. With our 7% percent of the 
world’s population consuming 45 percent or more of the world’s supply of metals, 
this indifference as to the fate of the domestic mining industry in the report 
and this eagerness to build up the foreign industry regardless of how dependent 
we may become, is disturbing to say the least. 

True, the Paley report dangles before us the hope we may be able, as our 
dependency increases, to buy these metals abroad cheaper than they can be 
produced at home. If so, this hope is contrary to all our past experience. We 
have at times been dependent on foreign sources of supply for essential ma 
terials. To name only a few—potash, quinine, camphor, diamonds, crude rub 
ber, coffee. Did the cost of production of these commodities bear any relation 
ship to the prices we were forced to pay? Not the slightest, and our foreign 
suppliers through cartels controlled production and price to earn the maximum 
pr« fit. 

The law which determines prices is not the cost of production, but the need 
of the buyer. A good example is the recent behavior of copper and lead-zine 
prices. In 1952, demands for copper exceeded by some 10 percent available 
supplies, with the result foreign copper was held at 36% cents while our 
domestic prices remained unchanged at 24% cents. A 10 percent insufficiency 
caused an increase of 50 percent in price. In the other direction, lead-zine was 
in somewhat excess supply over demand, approximately 10 percent, with the 
result lead-zine dropped some 40 pereent in price. This thin margin of insuffi- 
ciency or excess of supply over demand is multiplied in determining price from 
4 to 5 times. 

We can exercise no control over foreign production or prices even though 
every dime required to produce a commodity is American money. The only 
control we have is through our own domestic production. Yet we are urged 
by the Paley report not to be concerned about whether the domestic industry 
survives or perishes, let it take its chances in competition with some of the 
world’s poorest paid labor and in some inscrutable way, whichever may win 
(and this is a matter of indifference) it will all work out for the best 





Excerpts From ParLey RePportT—Coprer FrRoM GRAPHS, P. 58, WITHOUT ALLOW- 
ANCE FOR ScraP; LEAD AND ZINC FROM FIGURES IN VOL. II, INCLUDING ScRaAP IN 
,oTH PRODUCTION AND CONSUMPTION IN UNITED STATES 


I. United States production, imports, scrap recovery, and consumption, 1950, and 
estimates for 1975 


{Thousand short tons 





Produe- ee . : Consump- | Self-suffi- 
tion Scray Imports tion | ciency 
1950 | | Percent 
Copper nt 900 1 370 1, 270 | 70 
Lead 430 428 565 1, 212 | 70 
Zine 618 75 2382 1, 156 | 60 
1975 | 
Copper 800 1, 000 1, 800 | 44 
Lead 300 750 900 1, 950 | 53 
Zire 700 100 800 1, 600 iO 
t In 1950 imported 100,000 tons copper from foreign stocks 


2 In 1950 imported 250,000 tons zinc from foreign stocks 
Note.—Average change for 3 metals: United States primary production, —8 percent; United States total 


consumption, +47 percent 
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Free world production, exports to United States, and consumption for 1950 


and cstimates for 1975 


} | | 4 
| Production} Serap Exports Consum| Exports 
} production 
Percent 
pper 1, 620 70 1, 350 17 
id 1,214 ‘OS R40) 46 
1,313 JS2 1, O61 2u 
opper 3, 300 1, 000 2 300 30 
Lead 2, 404 900 1. 75 
Zin 2, 500 a0 1, 700 32.0 
1TE.— Average change for 3 metals: Free world primary production, +97 percent; free world total 
nt + Oy prt ’ 
III. United States production and consumption compared 
Production plus serap Consumption plus serap 
1950 1975 Change Pereent 1050 197 Change Percent 
900 S00 100 1] 1, 270 1, BAC + ABO +41 
858 1, 050 92 22 1, 212 f 738 61 
603 ROO +107 +15 1, 156 1. 60 +44 +39 
IV. Free world production and consumption compared 
Production Consumption 
1950 1975 Change Percent 1950 1975 Change Percent 
1, 620 3, 301 1, 680 +104 1, 350 2, 300 950 70 
1, 214 2, 400 1, 186 +-90 840 l ( 660 79 
1,313 2, 500 1, 187 +90 1, 061 1. 700 639 60 


The CHatrman. The next witness is Mr. M. E. Graham, on behalf 

f the American Paper and Pulp Association. 

= Graham, if you will give your name and the capacity in which 
i appear, we will be glad to hear from you. 


STATEMENT OF M. E. GRAHAM, ACCOMPANIED BY ROBERT CAN- 
FIELD, COUNSEL, ON BEHALF OF THE AMERICAN PAPER & PULP 
ASSOCIATION 


Mr. Granam. Thank you, Mr. Chairman. 

My name is M. E. Graham. I am secretary of the Hammermill 
Paper Co., at Erie, Pa. I have with me Mr. Robert Canfield, counsel 
for the American Paper and Pulp Association. 

[he remarks I have to make today are made on behalf of the 
\merican Paper and Pulp Association, which represents somewhat 
over 80 percent of the paper producers in this country. We believe 

iat the industry is of such importance and international scope and 

ature that it can speak with some authority in regard to international 
trade and the tariff situation as well as the situation regarding other 
restrictions upon international trade. 

I would like to call the committee’s attention to the fact that the 

iper industry ranks sixth in size in all American industry. Its 
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products are essential to the United States in peacetime and in war. 
Paper was officially declared in World War II to be an essential 
CC mmodity. 

Pape is a truly international commodity, both in use and in method 
of manufacture. - is used in every country of the world. It is 
manufactured in nearly every country where the basic raw material 
(chiefly coniferous poset s available. 

Paner was invented by the Chinese, brought to the West by Turks, 


first made in Europe by Spaniards; the basic machine by which it is 
made was invented by a Frenchman, perfected and first used 1 
England. One of the major processes for producing pulp was 1n 
vented in Sweden, perfected in the United States; another invented 
in the United States and perfected in Sweden. 

Prol ably the newest papel machine in the world is in Finland. It 
was made in the United States. Unlike most manufactured commodi 
ties, productivity of labor is identical (given compar able size and 
peed of machines) in all countrie England, Russia, Canada, Fin 

ud, China.—it makes no difference. 

Phe largest paper ma nei seneggie sna in the United States, 
nor in Canada. High speed machines ex i! 1 all papermaking coun 
trie ‘J he country with the newest machine prol ably has thi » fastest 

Phe paper industry knows about free trade and knows about tarifl 
protected trade. In 1913 newsprint was made duty ae At that 

e the United States was more than 75 percent self-sufficient it 
newsprint. Today 75 percent o1 more of its req irements come from 


abroad, largely from Canada, I might say. 


All other ora les of paper are dutiable at various rates. In all ot} 
ora li of paper the United States is self-sufficient. 

The paper istry’s market (paper, pulp, : ind pulpwood) | imports 
six times as much as the industry exports. That I yor oot is a very 
ert ent fact in regard to the present philosophy of ributn ng 


dollars to other countries by buying their goods. 

There are the reasons the paper industry believes it can speak with 
author ty on tariff matters. It is important to the national economy. 
It has experience with both free and protected trade. It pays, as all 
taxpavers do, its full share a “y= aid and contributes more pro- 
portionate lv t to foreign tr: ade than any other industry. 

The paper and pulp lane of the United States believes that it is 
high time the country oe a tariff policy, established by Congress 
which, under the Constitution, a the sole right and with it the duty 
to est iblish one. ; 

I might interpolate there that I do not advocate, which becomes 
clear later in my remarks, that Congress should fix every specific duty. 
Our ee is that it is the duty of the Congress to lay down a 

—— ariff policy. If part of the duties of fixing spec ific nae, 
be - ested from the practical viewpoint, then such administratio1 
of the con pram policy as is necessary for rate fixing and males 
mentation of at policy should be « ‘arried out under very specific 
cts lk rds, criteria, which everyone can understand. 

At present the United States has no tariff policy. Tariff rates are 
et by the President by agreement with foreign nations under a law 
which permits cuts in tariff rates up to 75 percent from those last 











TRADE AGREEMENTS EXTENSION ACT OF 1953 1897 


In that respect I should like to remind the committee that the 
present act by which I mean the act originally passed in 1934, the 
Reciprocal Trade Agreements Act and continued for various terms 

e then was originally passed with the express purpose of helping 
iorate a depression by permitting reduction of tariff rates from 

igh levels of the 1930 act toward the levels of the Tariff Act of 
13. The purpose then was to help American trade, in fact, if I might 
ote from the purpose, it was this: 


] 
I 
} 
' 


For the purpose of expanding foreign markets for the products of the United 
ss and in establishing and maintaining a better relationship among various 
hes of American agriculture, mining industry, and commerce 

cle pression IS gone. Curre} {tal iff rates average a third is much 
n 1913. There remains nothing to be done under the act in cor 
ity with the expresst d intent of Congress, but the power further 
duce rates persists without any congressional statement of policy 
» whether tariffs should be further reduced, and if so, why. 

he slogan “Trade—not aid” is not a satisfactory substitute for a 
ff policy, although it may become one if Congress fails to deter 

p li ‘\V. Its fault is the same as the fault of the present so called 
hecipre al Trade Act. AJl it does is blindly to foster reduction in 
rifl iving any answer to the pertinent questions: Under 
it circumstances’ ‘To accomplish what result? With what, if any, 


sased upon the paper industry’s experience, here are some of the 
tsof the absence of a poli \ 
{ shoul | like to eall the committee's attention to eleht of those ex 


( 
ples which are set forth in t 


e outline of my remark that we filed 

ist week. As | ruli over these as quickly as Poss ble. l would | ke to 
iphasize that as we point out the inequities that have resulted from 

0M vacue a policy, We are hot doing that with any thought ot com- 

laining that we have made too oreata sacl ifice or 1n doing any special 
leading for special protection, 

Our purpose, on the contrary, is to show what unusual and in- 
equitable results may come from a policy that has not been clearly 
defined and which is administered by another branch of the Govern- 
ment without sufficient standards and criteria for its administration. 

I. Tariff reductions go further than Congress intended: The Re- 
ciprocal Trade Act was supposed to bring duties down toward (not 
below) the rates of the act of 1913. Under the 1913 act average duty 
rates on dutiable paper were 22 percent. ‘Today they are under 8 
percent. 

II. Reductions in tariffs are made without any apparent reference 
to the differing levels prevailing for different industries from which 
reductions are made: By that I mean that when we had the highest 
tariff in history, which was the 1930 act, the Smoot-Hawley Act, some 
auties were placed exceedingly high under that act, but it happens 
that paper duties on the average rose but 2 percent. Neverthless, 
in this overall percentage reduction which is permitted to be made by 
trading by the executive branch of the Government, paper has never- 
theless suffered a full two-thirds reduction. 

Rates on all commodities and on paper have been reduced roughly 
by two-thirds on the average. This would appear to presume that all 
ndustries had tariff rates at approximately the same level at the be- 
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ginning of the program of reduction. The fact is that at the time of 
the passage of the Reciprocal Trade Agreements Act the average duty 
on all dutiable commodities was 41 percent while on dutiable paper it 
was 26 percent. 

[II. Duties are cut without reference to an industry’s existing con- 
tribution to international trade: In other words, if we take the 
premise of a contribution to international trade as being something 
required of a domestic industry, then should we not reach the con- 
clusion from that that an industry that has contributed more than 
any other is entitled to some consideration? Again I am not pleading 
for special consideration but that merely the policy be clearly defined 
so that that element can be taken into consideration. 

The paper industry’s market in the United States has always bought 
more from abroad than the industry sells abroad. Currently this 
export-import balance, “unfavorable” to the United States and “fav- 
orable” to foreign countries, amounts to approximately three-fourths 
of a billion dollars a year. Yet the industry’s tariff protection has 
been cut to a level 30 percent below that of all commodities. 

IV. Tariff rates are cut at the instance of one foreign country, 
while the benefits inure to another: In that respect we have a most 
interesting situation. When the first Trade Agreements Act went 
into effect, duties on cigarette paper were 60 percent. Of course, it 
is permissible to have reduced those 75 percent, twice 50 percent. How- 
ever, it happened that in negotiations with Italy our negotiators saw 
fit to make to Italy a concession reducing our duties upon cigarette 
papers, and it just happens that Italy makes practically no cigarette 
papers, so under the most favored nations clause France at once got 
that benefit and the present duty is 2214 percent, and at least a great 
deal of that concession was made to Italy, and France gets the benefit 
of it. 

We believe that under a clearly defined national tariff policy such 
inconsistencies would not be possible. 

V. Rates are reduced in exchange for concessions which do not ma- 
terialize: In 1911 Canada and the United States negotiated a recipro- 
cal agreement to place newsprint on the free list. Congress imple- 
mented the agreement—Parliament did not. Newsprint is now 
duty-free in the United States but dutiable at 1214 percent in Canada. 
In an agreement under the Reciprocal Trade Act Canada cut its 
duty rate on kraft paper in exchange for other concessions by the 
United States. On the effective day of the duty reduction Canada 
placed an embargo on all imports of kraft paper. The United States 
went through with its concessions. 

It seems to me that with a clearly defined tariff policy we would 
know whether or not such concessions will be made by this country 
without commensurate concessions by the other countries. 

Mr. Jenkins (presiding). From what country do we receive the 
greatest amount of paper, newsprint ? 

Mr. Grauam. Canada. I should have stated that before. 

VI. Rates are reduced without reciprocal reductions in rates on 
the same commodities in other countries: Canada and United States 
duty rates on paper (except newsprint) used to be about the same. 
Today Canada’s rates average about three times those of the United 
tates. 
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Now that might be logical under some defined policy, 


OF 


195 





3 1899 


but before it 


happens we would like to know what the tariff policy is and have 
our day in court to argue before this committee whether such a policy 


is logical. 


Mr. 


JENKINS, 


It 


bargaining. 


Mr. 


is made) 
freight 


GRAHAM, 
the removal of other 
out doing so: 


VIL. 


from Canada 


rates and threatened 


looks as though they 


limited, 


is 


have 


taxed, 


5 to 1 advantage in 


Reductions which could be used to negotiate 
restraints on international trade are made with- 
Export of crown lands pulpwood ( 


from which paper 


The duty 


salbjected to differential 
with embargo. 


rates have 


been reduced on paper without any apparent effort to clear up these 
more serious restraints on trade. 

This is very interesting to me because it happens to involve the 
company in which I am an officer which is located on Lake Erie and 
which depends largely on imports of Canadian pulpwood from crown 


lands in Ontario. 


Despite the fact that our duty on fine paper im- 


ported from Canada, let us say writing paper, is much lower than the 
Canadian reciprocal rate on our shipments to Canada, nevertheless 


Ontario has seen fit to tell us that in 1957, after 
crown lands, 


more wood from their 


supply. 


1957. we 


can take no 


which is the largest source of 


In other words, while they talk free trade on the finished product, 


they 


competition. 

Again I say with a clearly defined tariff policy I have doubts that 
such things as that would happen because we would require them to 
stop such restraints other than tariffs. 


VIII. 


are stopping us by an actual embargo from having the raw 


material out of which we would like to make the product in free 


No account is taken if the differences in ability of industries 


1o compete with their foreign counterparts having lower labor rates: 
Mass production of automobiles in the United States creates pro- 


ductivity per employee enough higher 


than 


offset the foreign countries’ lower labor rates. 


In other words, it is entirely possible for 


believe the 


mass productivity of labor means nothing in ,the end result. 


foreign 


countries to 


an industry such as I 


automobile industry is to compete efficiently with foreign 
competition which is able to pay lower labor rates, and the reason 
simply is because of the greater productivity of the American laborer. 
But in the paper industry the situation is radically different. 
Paper is entirely machine-made. 
close to 100 percent machine-made that the actual productivity, the 


Now perhaps not entirely, but so 


When 


a paper machine starts all the tender has to do when it is running 
right is to stand there and watch it and keep watching it to make 
different thing from the mass 
assembly line where there is a gre: it deal more of labor. 
less of how good our papermakers may be, it is largely how good 
the papermaking machine may be. 

This may be true of most U nited States industries, but it is untrue 


sure it runs right. 


as to paper. 


It 


is a wholly 


So regard- 


Productivity per man per hour in paper is the same 


in any country because all countries use the the identical techniques 


and machinery. 


There is no ability to offset foreign lower wage rates 
as the result of higher productivity in the United States. 
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fariff reductions on glassine and greaseproof paper, for example, 
have been carried to the point where such papers made in Austria 
are being sold in the United States, duty paid, at less than the cost 
of domestic production. 

All of the things listed above have happened in the absence of 
i tariff policy. Many more equally ical things which have hap- 
pened could be listed. It is inconceivable that all, (if any) of them 
would have been incorporated as desirable in any statement of tarifl 
policy for the United States. 

Che paper industry believes that in the absence of a national tariff 


illos 


trictions on trade 


poi Vv. 1 ich of this country’s ibility to reduce re l 
‘ves I 


throughout the world has been diss pated, It beli hat there is 
no valid reason why I a pation of ti iding paper should be per- 
mitted to continue. It believes that Congress should permit the 
Re iprocal Lrade Agreement Act to ¢ xpire but that it should keep 
the tariff rates and other terms of existing agreements made under 
the Ler procal ‘Trade \oreements Act in effect pending future legis- 
lation on tariff matters. it believes that Congress hould undertake 
a careful sti i} looking toward the establ shment oft a definite tariff 
po \ for the United States. 

That policy should include a statement of ri ults intended to be 
cccomptlished by tarifl specific criteria for the determination of 


rates calculated to prod  resuits, and an echanism for dele- 


wing, undel proper ifeguard , the } b ot determi Ing Ss} ecific rates 


to a iwency established by Congress. Such action by Congress 
would fulfill it nstitutional mandate to determine tariff matters. 
Nothing short ot such actio would do so. 

Mr. Jenkins. Does that conclude your statement é 

Mr. Granam. Yes r. 


Mr. Jenkins. Are there any questions? 
y ‘ ! cia, 
Very well, Mr. Graham, thank you. 


Mr. GRAHAM. Phank you, gv ( en. 
Mr. Jenkins. The next witne Mr. Frederick J. Libby. 
Mi Libby your Tame ha preceded you. 


STATEMENT OF FREDERICK J. LIBBY, EXECUTIVE SECRETARY, 
NATIONAL COUNCIL FOR PREVENTION OF WAR, WASHINGTON, 
D. C 


Mr. Lippy. My hanie is Frederick J. Libby, and Lam executive secre 
tary of the national ce neil for prevention of war with headquarters 
at 101 8th Street NW., Washington, D. C. Having mercy on the 


committee, I have cut my statement short. 

Mr. Chairman and men bers of the House Committee on Ways and 
Means: 

As I indicated in my request to be heard by your committee, I am 
one of those who favor freer, rather than more restricted, trade with 
other nations. Therefore, I am speaking today against passage of the 
Simpson bill at this time. 

| say “at thi time.” because t seems to me sound policy to wait for 
what will presumably be an authoritative report next year from the 
commission which the President is recommending for a thorough study 


nd investigation of our tariff policy. 


th 
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If the bill now before you were a bill aimed at slashing tariffs instead 
erghtening the tariff structure, I should Oppose that also as a 
premature and unwise action although I am convinced that our long 
term policy will have to be adapted to our position of world le: idership, 


ad to our position as a nation with unpreceden ted productive power, 
rpluses in agriculture and industrial proxtuets alike mus na 
onal markets sooner or later in the underdeveloped countries of 
\sian and Africa and on both sides of the Iron Curtain. 
But this is not the issue, as I understand it, before your committ 
You have the Simpson bill (H. R. 4294) under consideration 
d must vote this bill and its various sections up or down. 
The question on which you must make decisions, therefore, are such 
iestions as these: “Shall you tighten the test as to the nature and type 
f injury which shall be considered by the Tariff Commission in 
iking its peril point findings?” The new test proposed under 
tion 5 is “unemployment of o1 Injury to American workers, miners, 
‘rs or prod cers, Pre ducing like or compet itive articles, or impall 
t of the national security 
Section 4 of this bill mould make it mandatory on the President to 
ow the peril ae recommendations of the Tariff Commission and 
on 6 would 1 wake it mandatory on the President to follow thei 
nend ahs under the escape clause. Sections 8, 9, and 10—all 
esigned to take from the President the discretion he now has and 
ike the findings of the Tarif Commission mandatory upon him. 
Section 13 proposes tight quotas on the importation of crude petro 
uid petroleum products, including residual fuel oil. 
My chief criticism of these important and serious revisions of our 
ent tal nif policy that they should wait until next year. Such 
cht Be gear I thn k, to be taken up as part of a broader 
etern ul f policy. What is to be ow basic purpose in building 


r Ameri = economy’ How wide a market for our products is 
the House Ways and Me: ans Committee contemplating ¢ These are 
ters of fundame ntal policy. This policy should it be predeter 
} ed by such strictions as we find in tl ie Simp ym bill. 

[f our test a; serious injury to domestic industries is to be whether 
a particular tariff might create unemployment for any American 
wi rkers, miners, farmers, or produce rs, we shouk | be introducing a 
prin iple that could be extreme ly dam: wing if not fatal to the e X} ort 
of a wide range of American products and which could comp letely 
disrupt international trade. For might we not find that argument 
coming back at us from any country, or almost any, which buys our 
exports? It seems to me a very dangerous principle indeed for the 
world’s le ading exporter to propose. 

With respect to the evident purpose of this bill to deprive the Presi- 
dent of all discretion in handling the recommendations of the Tariff 
Commission, I fail to see what would be gained by it. On the other 
hand, it might involve serious loss to our overall foreign policies, 
vhich the President certainly would understand and coordinate more 
adequately than the Tariff Commission could. 

This brings us to section 13, which proposes an amendment of the 
Hawley-Smoot Tariff Act of 1930, est: iblishing q@ ‘otas on crude petro- 
leum and residual fuel oil. 

Here we have a clear example of how our tariff provisions can 
wreck the economy of another country. 
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I have received a letter from a law firm in Washington written on 
behalf of the Chamber of Commerce of Venezuela, enclosing a fact 
sheet on the effect of these oil import quota provisions. I would like 
to append to my statement the text of this fact sheet for the considera- 
tion of this committee, although it is too long for me to mimeograph 
it and distribute copies. 

Mr. Jenkins. Without object ion, so ordered. 

(The information referred to follows:) 


Tue Simpson Bru (H. R. 4294) anp Or Import Quoras’ 


The Simpson bill (H. R. 4294), now pending before the House Ways and 
Means Committee, represents a serious threat to American industry, agriculture, 
and labor and to the Venezuelan economy. This bill would impose quotas on 
the importation into the United States of petroleum products and, specifically, 
residual fuel oil. Hearings on this bill are now taking place before the House 
Ways and Means Committee and will continue until May 20, 1953. 

Quotas established by the Simpson bill are as follows: 

1. A quota on crude petroleum and petroleum products (including residual 
oil) under which imports of these products during any quarter could not exceed 
10 percent of the domestic demand for all petroleum products for the corre- 
sponding quarter of the previous year; 

2. An additional 5 percent quota (within the overall 10 percent quota) on 
residual fuel oil imports, limiting residual imports during any quarter to 5 
percent of the domestic demand for residual during the corresponding quarter 
of the previous year. 


A. HOW THE OLL IMPORT QUOTAS WOULD WORK 


During 1952 the United States imported 128.5 million barrels of residual fuel 
oil. On the basis of domestic demand during 1952, these residual imports would 
be cut during 1953 to 27.3 million barrels—a decrease of 101.2 million barrels. 
At current refinery prices, this would be a decrease of about $160 million in 
United States residual imports. Since over 97 percent of those imports come 
from crude produced in Venezuela, and refined there or in the Netherlands West 
Indies, the major part of this loss would be borne by Venezuela. 

In addition, the bill would create a creeping restriction on imports. American 
refineries are steadily decreasing their yield of residual fuel oil; unless the price 
of residual rises steeply, they will continue this trend. The stoppage of re- 
sidual fuel oil imports would thus force American consumers to turn to other 
types of fuel. United States consumption of residual—which is the base for 
determining the import quota for the following year—would diminish. As this 
base diminished, each year’s quota would grow progressively narrower. H. R. 
4294 would drive Venezuelan residual fuel oil imports to the lowest possible 
level 

The 10 nercent quota on crude imports would not affect crude imports for 
1953. However, under the creeping restriction principle in the bill, the quota 
would, after the first year, be gradually tightened. Since more than half of 
American crude imports come from Venezuela, the Venezuelan economy would 
bear the brunt of this restriction. 


B. INJURY TO AMERICAN FUEL CONSUMERS 


Residual fuel oil is the heavy, nonvolatile oil left after the extraction 
from crude oil of the more valuable components, such as gasoline, kerosene, light 
fuel oils, diesel oil, and other higher priced products. This heavy oil is used 
by industry, by power companies, in ships’ bunkers, and for the heating of 
large buildings. 


This memorandum is distributed on behalf of the Chambers of Commerce of Venezuela, 
Caracas, Venezuela, by Cleary. Gottlieb, Friendly & Ball, Southern Building. Washington, 
Copies of this memorandum have been filed with the Department of Justice, where 
ristrat i statement of Cleary, Gottlieb, Friendly & Ball is available for public 
r 22 U. S. C., see. 611 et seq Registration does not imply governmental 

r disapproval of this memorandum 
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In 1942 the national consumption of residual fuel oil totaled 1,112,000 barrels 
1 day; by 1952 it was 1,519,000 barrels per day, divided as follows: 


FI I in is alte ntti nach domneginecnch niablincien foetal 769, 000 
Tn I I ees ciebipnieanep captieiealipenenaalaaiaiiaaeddaiiloaiane 243, 000 
SC) RR, PI asses na veel pmaebie as eae a eeaeiaematelins 164, 000 
II Nii i seca ie ae tar ieee ada tt deel oder emcees 43, 000 
a a i a 300, 000 

cee 1, 519, 000 


Imports of residual oil, averaging over 351,000 barrels per day, met over 23 
percent of this demand. 

While domestic crude oil production increased from 3,799,000 barrels daily 
n 1942 to 2,262,000 barrels daily in 1952, the production of residual oil remained 
ipproximately constant because the modernization of refinery equipment per- 
mitted a greater yield of the more valuable lighter products: Since 1945 the 
vield of residual from domestic refineries dropped from 28 percent to 19 percent. 
Unless residual prices are to be greatly increased, domestic refiners will have 
every incentive to minimize the yield of residual.* 

Thus the 5-percent residual fuel oil quota established by H. R. 4294 would 
ause, by excluding SO percent of residual imports, a shortage of this type of 
fuel. What this means to American fuel users can be illustrated by the case 
of the New England States, large users of residual. In 1947, there was a 

oderate shortage of residual, and residual prices in Boston rose from $2.06 
i. barrel in February 1947 to $3.29 a barrel in February 1948. If the import 
quotas go into effect, a similar price jump can be expected. Bised upon New 
England's 1951 residual fuel oil consumption, each penny of increase in price 
per barrel adds $600,000 to New England’s aggregate fuel bill. 


C, THE EFFECT ON THE VENEZUELAN ECONOMY 


The residual fuel oil excluded from the United States market would probably 
ave to be burned or dumped into the sea. There do not appear to be other 
matkets in which this residual could be sold. The blockage of residual imports 
will probably, therefore, force a cutback in refinery operations in Venezuela 
ind the Netherlands West Indies (where much Venezuelan crude is refined) 
nd a cutback in Venezuelan heavy crude production.2 Based upon a yield of 
65 percent residual fuel oil, heavy crude production might be cut back as much 
is 120 million barrels a year—chopping off approximately 18 percent of 
Venezuela’s crude production. 

The net loss to the Venezuelan oil industry, after allowing for permissible 
ncreases in crude exports to the United States and savings in operating costs 
from decreased production, would be in the neighborhood of $205 million. 

The loss to the Venezuelan economy would arise from two sources. The 
Venezuelan Government would lose an amount estimated at over $90 million be- 
ause of lower royalty payments, income taxes, etc. An additional loss to the 
Venezuelan economy would arise from decreased expenditures by oil companies 
for local wages, supplies, etc., and decreased capital-investment programs; this 
oss is estimated at $40 million to $45 million. The total dollar loss to the 
Venezuelan economy would be, roughly, $125 million. 

In addition to the loss of dollar purchasing power by the Venezuelan economy, 
Venezuelan oil companies (to the extent to which they make purchases in the 
United States with dollars held outside of Venezuela) would probably be forced 
to reduce purchases of equipment and supplies in the United States by $25 million 
to $30 million. 

The potential cutback in Venezuelan purchases from American industry and 
agriculture because of the oil import quotas in H. R. 4294 exceeds $160 million. 


D. THE EFFECT UPON THE VENEZUELAN MARKET FOR AMERICAN PRODUCTS 


Venezuela is one of America’s best markets. Last year Venezuela imported 
half billion dollars’ worth of American goods, providing jobs for tens of thou 
sands of American workers. Ninety percent of the dollars used to buy these 


?The refinery prices per barrel (f. 0. b. Gulf coast) on April 1, 1953. of the principal 
refined products were: Gasoline (regular), $4.41 to $4.62; kerosene, $3.78; distillate fuel 
il, $3.36; residual fuel oil, $1.50 to $1.65. 

* Heavy crude oil yields a high percentage of residual fuel oil A much larger percentage 
of Venezuelan oil is heavy crude than American 
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goods came from the sale of oil If Venezuela suffers a dollar loss equal to at 
east 25 percent of her purchases in the United States because of H. R, 4294, 


she willl be forced to bu less from the United States 


Last year Venezuela bought, for example, these American products with oil 


800.000 worth of textile fibers and manufactures 





$77,900,000 worth of metals and manufactures 
$202,900,000 worth of machinery and vehicles 
$35,600,000 worth of chemicals and related products 
If imports of Venezuelan oil are curtailed, Venezuela’s purchases of these and 
other products from the United States will be necessarily very much smaller 
in the future 
Venezuela needs imports for her rapidly expanding economy; she must pay 
for these imports with money earned by selling oil. If Venezuela is forced to 
seek other markets for her oil, she must buy in those markets, too. Disruption 
of the cordial trade relations between America and Venezuela would inevitably 


ow trom the passarce of oll import restrictions, 


rHE QUOTA RESTRICTIONS OF THE SIMPSON BILL WOULD ABROGATE THE 
VENEZUELAN TRADE AGREEMENT 


In 1952 the United States and Venezuela concluded a trade agreement, supple- 


menting a previous one signed in 1939 Venezuela has granted concessions on 
60 percent of all American exports in return for American concessions on 
Venezuelan exports, principally oil. The Simpson bill would violate that agree- 
ment before it had been in effect for a year. Venezuela would be foreed, re- 
luctantly, to reconsider the concessions she has made in favor of United States 
industrial and agricultural producers in an attempt to bring her dollar purchases 
into balance with her available dollars. If the Simpson bill forced her out of 

\merican market and restricted her abiity to earn dollar exchange, she would 
have to reexamine her whole commercial policy. 


F., OIL IMPORTS AND NATIONAL DEFENSI 


Venezuela is the world’s second largest oil producer. During World War II, 
she gave vital support to the Allied armed forces and could provide even greate1 
support to the free world in the event of another contlict. During wartime, 
demand for petroleum increases enormously ; over half of the total shipments to 
the military forces are made up of petroleum products. “Adequate suyplies of 
petroleum abroad are essential for defense The United States cannot expect 
to have aecess to such supplies unless it imports reasonable quantities of petro 
leum from these producing regions.” (A trade and tariff policy in the national 
interest (Bell report), Public Advisory Board for Mutual Security, February 
1953. ) 


AMERICAN INVESTMENTS IN VENEZUELA 


Venezuela has developed her rich natural resources mainly with the aid of 


private investment capital and technical know-how supplied to the United States. 
Che resulting benefits have accrued to both countries American businessmen 
have invested over $2.5 billion in Venezuela, and each year they receive enormous 
returns from that investment Che Venezuelan Government, on the other hand, 


bas always maintained a highly favorable climate for American and other 

foreign capital, imposing few of the restrictious which have so hindered Ameri 

can investors in other parts of the world. It would be foolish, by enacting 
tringent oil-import quotas aimed at Venezuela, to shatter what the Paley 

commission called “tan almost Classic example of economic cooperation between 
vo free-world nations to the benefit of both.” 

Mr. Lisny. To me the most significant point in the argument is that 
Venezuela has virtually a one-product economy. Over 95 percent of 
her foreign exchange comes from the sale of oil. Venezuela is one of 
\merica’s best markets today and is one of the best friends the United 
States has in Latin America. Her purchases last year with “oil dol- 
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irs” in the United States totaled approximately $500 million. This 
ncluded, for example: 
$67,600,000 worth of foodstuffs 
$37,800,000 worth of textile fibers and manufactures 
$77,900,000 worth of metals and manufactures 
$202,900,000 worth of machinery and vehicles 
$35,600,000 worth of chemicals and related products 

The estimate of the Venezuela Chamber of Commerce is that— 

potential cutback in Venezuelan purchases from American industries and 

iculture because of the oil import quotas in H. R. 4294 exceeds $160 million 

Your committee will undoubtedly take this side of the question into 
ecount in determining what to do about section 13 of the Simpson 
bill. 

Mention has been made in this connection of the Hawley-Smoot 
Pariff Act of 1930. I was in Europe that year and can bear personal 

timony to the dismay, followed by indignation, that was felt there. 
In Switzerland, because of the sudden and devastating blow imposed 

the Swiss watch industry, no patriotic Swiss would have sold or 

ought an American vacuum cleaner or an American automobile or 
ny other American product. The feeling was similarly intense in 

other countries that were hard hit. 

Now it may prove necessary next year in the national interest to 

ehten some tariffs while we lower others. I am not an economist 
nd Iam not familiar with our tariff structure. But this I do know: 
Phat tariff changes are very far-reaching in their effects. They mean 
bread and shoes, both to our own people and correspondingly to 
peoples in far-off lands. They should not be changed hastily nor 
e( klessly. 

In fact, as all of you are well aware, stability is the soul of successful 
ndustry. Continual changes in tariffs are upsetting, because they 
make it Ina ponsiiane to invest with any certainty that one will reap the 
f xpe cted profit. 

This factor is especially important in a time like this, when the 
whole world is uncertain as to the future. Do we face a depression— 
or recession? Nobody knows. But the question will be answered in 
part by decisions such as your committee will make. Whatever else 
you do this year, it is incumbent upon you to hold our economy and our 
international relations as steady as you can and not rock the boat. 

Before I close this statement, may I be permitted to comment briefly 
on the clever distortion achieved by one or two of the statements made 

efore your committee by supporters of the Simpson bill ¢ 

The statement submitted by Mr. Strackbein, chairman of the newly 
formed Committee of Industry, Agriculture and Labor on Import- 
Export Policy, seemed to me, as I read it, to be not entirely ingenuous 
n that it is founded mainly on an appeal to prejudice against what 
Mr. Strackbein suspects might happen next year. 

In spite of the fact, which everybody knows, that failure to pass the 
Simpson bill does not involve any other alternative except extension 
of the status quo for another year, Mr. Strackbein indulges in attacks 
on lowering our tariffs and even raises the bogy of “free trade.” On 
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page 12 of his statement occurs this unfair and, at this time, improper 
appeal : 

In order to give a yet deeper coloration of philanthropy and humanitarianism 
to their plea, as contrasted with the so-called rank “selfishness” of our pro- 
tected producers they say that only a tiny, insignificant segment of the entire 
economy would be injured by outright free trade. The displaced employees 
could be transported to more productive centers such as Detroit and Pittsburgh 
for retraining aud a happy life in the steel mills and on the moving preduction 
lines. The uprooted capital could be shifted with equally pleasant results and 
equal facility. 

[ find nothing in the President’s rather careful proposed alterna 
tive to the Simpson bill that warran ts this diatribe. 

lear - what the President’s proposed commission may recommend 
next year has f uund concrete expression also in a clever gibe that is 
bedi on the Senate side: “Will somebody name the 100 marginal 
industries which should be liquidated in the interest of larger 
lmports ¢ 

Again I must point to the fact that this bridge can be crossed when 
we come to It. It has no pl ice in he arings on the Simpson bill. 

A smart boy will sometimes yell ‘ ‘ploody murder” before his spank- 
ing starts, with the hope of mitigating its severity. We would hardly 
expect similar behavior from such serious businessmen as have ap- 
pe — before your committee. 

s I said at the beginning, it seems to ne that your committee has 

to determine only one question: Shall the Simpson bill in part o1 

sa whole be enacted into law now with all the dangers of piecemeal 

ti “ra. * ring or should we hold steady until the report of the President’s 

Tariff Study Commission reliably reappraises our whole tariff 
racine 

When that report is made, then every member of your committee 
will need to be a statesman. Your wide knowledge of agriculture and 
industry, both in the United States and throughout the world will 
determine the vision with which you will adopt a tariff policy that will 
affect favor: ably our national interest in the broadest sense. 

[ have always admired the economic statesmanship displayed by 
Henry Ford I in creating a market for his automobiles by raising 
the wages of his workers from $2 a day to $5 a day and thereby forc- 
Ing comparable raises for workers throughout the country. Our 
point 4 policy and related measures have the merit of combining 
humanitarian services of underdeveloped countries with our own 
national interest. 

Our farmers and our manufacturers alike are going to need an ever- 
expanding market. This means that we shall need increasingly the 
good will of all the peoples in the world. 

by the way your committee handles our tariffs you will make 
friends or enemies for the United States. You can make or break 
whole nations. May God guide you in your faithful service to our 
national interest in the light of our world leadership ! 

Mr. Jenkins. You made a fine statement. 

Are there any questions, gentlemen ¢ 

Thank you very much, 

Mr. Lassy. Thank you, gentlemen. 

Mr. Jenkins. The next man on the list is Mr. Herman Fakler, Vice 
President, Millers’ National Federation, Washington, D C. 
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STATEMENT OF HERMAN FAKLER, VICE PRESIDENT, ACCOMPANIED 
BY GORDON P. BOALS, DIRECTOR OF EXPORT PROGRAMS, MILI- 
ERS’ NATIONAL FEDERATION, WASHINGTON, D. C. 


Mr. Faker. Good afternoon, gentlemen. 

Mr. Jenkins. You have a statement, have you not? 

Mr. Fakuer. Yes, sir; I have furnished copies to the clerk this 
morning, Mr. Chairman. 

Mr. Jenkins. Very well. You may proceed. 

Mr. Fakuer. Mr. Chairman and members of the committee, my 

ame is Herman Fakler. I am vice president of the Millers’ National 
Federation. I have with me Mr. Gordon P. Boals, who is the director 
of export programs for the federation. 

The federation is the national trade association of the wheat flour 
milling industry of the United States. Its members produce approx! 
mately 85 percent of the total wheat flour produced in the United 
States. Its member mills are located in 36 States and the District of 
Columbia. 

The flour milling industry has si ~e 4m the Reciprocal Trade 
Agreements Act from the be ginning. We have participated in many 
public hearings conducted by the Committee for Reci iprocity Infor- 
mation in connection with the negotiation of trade agreements between 

e United States and other countries. 

Our principal interest as an industry is in the export of wheat in 
the form of flour from the United States. Our objective, generally 
speaking, in connection with the negotiation of trade agreements 
with food importing countries, is to provide a trade climate which 
would permit the importation from the United States of * maximum 
quantity of wheat in the form of flour. 

This may appear to be only in the interest of the flour miller. This 
s not the case. The statistical record of wheat and wheat flour over 
the vears will show that the export of flour provides a much more 
stable outlet for the United States wheat producer in the long run 
than the export of wheat. The export of flour also provides employ- 
ment in flour mills and the utilization of other United States products 
and services in the production, packaging, and transportation of flour. 

The export of wheat in the form of wheat flour assures a continuity 
of the flow of wheat into international trade which does not exist 
to the same degree in the case of a bulk commodity such as wheat. 
Selection of wheat qualities plays _ important part in the production 
of high and uniform qualities of flour. Once consumers become 
accustomed to the performance of a particular brand or quality of 
flour, a continuing demand for the product is created by reason of 
optimum and uniform baking performance. Therefore, in our opinion, 
the export of wheat in the form of flour is in the general interest of 
the United States. 

The Millers’ National Federation supports the request made by 
President Eisenhower for (1) a renewal of the present Reciprocal 
Trade Agreements Act for a period of 1 year without amendment, 
and (2) the establishment of a special commission to make a thorough 
reexamination of our whole foreign economic policy. 

We believe the President has stated the case very clearly in his 
messages to Congress, with which members of this committee are 
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thoroughly familiar. Therefore, it is not necessary for us to repeat 
the supporting arguments in detail. Briefly, we support the proposals 
as an Interim measure which will provide opportunity for a thorough 
and comprehensive examination of our entire foreign economic policy y. 
At the present time there are operating a number of legislative enact- 
ments from which conflicting regulations and administrative pro- 
cedures stem. The proposed study would provide an opportunity 
for a careful and thorough review of these matters to determine how 
they can be modified, improved, and coordinated so as to achieve the 
highest. possible levels of international trade. 

As the President has so ably stated: 

Our foreign economic policy also has important implications here at home, 
Declining importation will necessarily mean falling exports, resulting in a 
serious loss of markets for our agriculture and other industries. 

In addition to supporting the general principles of the Reciprocal 
Trade Agreements Act and other measures undertaken by our Gov- 
ernment to promote international trade, the flour-milling industry, 
on its own initiative, has embarked on a broad program designed to 
promote the export from the United States of. wheat in the form of 
flour. 

In November of 1951 the board of directors of the Millers’ National 
Federation unanimously directed the association to inaugurate and 
carry ona program designed to aid in the promotion and development 
of existing and potential export markets for wheat flour milled in the 
United States, such program to include enlistment of cooperation of 
appropriate United States governmental departments and agencies, 
enlistment of cooperation of wheat-producer organizations in the 
United States, development of understanding relations with govern- 
ments, importers and peoples of other countries, assistance in the de- 
velopment of procedures involved in the export of flour, encourage- 
ment and promotion of education in nutrition in eXport areas to in- 
crease the consumption of wheat flour, and, in general, such other 
activities as are appropriate for the purpose of increasing the export 
of wheat flour. 

This program started in January 1952, a little over one year ago. 
We believe it to be most worthwhile. The program has included an 
examination of the entire situation with regard to exports, a careful 
study of many export market areas, and development of recommenda- 
tions for constructive action. The objective of the program has been 
to facilitate industry and Government collaboration to the extent pos- 
sib le in dealing with problems that arise. 

In adopting the export program, the federation has pointed the way, 
I believe, to a practical and effective means of working on many spe- 
cific commodity trade problems. It recognizes that Government agen- 
cles, e spec ally with laedaee ary limitations, cannot perform all of the 
desired or needed commodity services and the industry shows its will- 
iIngness to assume an active role. It looks to Congress and to Govern 
ment agencies only to provide the legislative measures and 
administrative procedures necessary to carry on active trade. with 
other countries. 

The export program of the flour-milling industry is designed to pro- 
mote a better climate under which the export of flour to traditional 
flour-importing areas can be maintained and promoted, and under 
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which new markets for wheat flour and other wheat products can be 
developed. : 

Our study of export market areas has convinced the industry that 
new horizons for flour exports do exist. 

Attention is directed particularly to a research project now being 
conducted in India, which is sponsored jointly by the Oregon Wheat 
Commission and the Millers’ National Federation. This research 
program is designed to develop new markets for wheat products in an 
area Which is confronted with a serious food problem. 

It is presently contemplated that this research project and pro- 
motion effort will be extended to other areas in southeast Asia. 

| could cite other examples of areas in which we are working and 
which we believe provide potentialities for improving our export of 

ieat in the form of flour. However, the foregoing will serve as out- 
standing examples. 

Unlike many export commodities, there appear to be many growing 

d potential markets for wheat flour. This is notably true in many 

the so-called underdeveloped areas and particularly in parts of 
\sia, as I have indicated. We believe that wheat, and especially wheat 
products, in the heavily populated areas that are in constant need of 
food would be one of the strongest instruments for peace and against 
the advance of communism in such areas. 

A domestic price or trade policy, however, that does not. permit the 
United States to make supplies of a basic foodstuff like flour readily 
vailable to needy and hungry areas of the world, leaves a wide gap 

| a defense program and anti-Communist activities. It would seri- 
uisly weaken United States foreign policy at a very critical period. 

Increased import restrictions may be expected to force many export 
reas to trade with other sources of supply for these basic agricultural 
exports from the United States. European countries, for example, 
{ denied the opportunity of export of dollar-earning items to the 
United States, will be forced to develop uneconomic programs aimed 
at increased food self-sufficiency or to make trade arrangements with 
the Soviet Union and its satellite countries. 

With the threat of acreage allotments and marketing quotas in the 
United States for wheat for 1954 under existing legislation, and the 
infavorable publicity that a cut in food production wll arouse among 
the millions of hungry and underfed peoples of the world, it seems 
mperative to give every consideration to the utilization of our large 
tocks of wheat and available milling capacity to meet such needs. 

[{, while the flour-milling industry in cooperation with wheat pro- 
ducers and Government agencies is undertaking these constructive 
programs, our Government is required either by law or regulations 
(0 Impose restrictions upon the importation of commodities into the 
United States, our constructive efforts will be of no avail and the 
United States will lose permanently valuable opportunities for inter- 

itional trade. 

As an example of such conflicts, I refer to the effect of the restric- 
tlons imposed by the United States upon the importation of certain 
dairy products, These restrictions caused the Netherlands Govern- 
ment to impose retaliatory restrictions upon the importation of wheat 
flour from the United States. The Netherlands for many years has 
been one of the most important markets for United States wheat 
flour in the world. 
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A restriction upon the importation of oil into the United States 
would seriously affect the dollar income of Venezuela, for example, 
which in turn would have an adverse effect upon its ability to import 
wheat flour from the United States. Venezuela is another important 
flour export market. 

Secretary Benson, in his testimony before your committee recently, 
emphasized the oe part played by exports in many of our 


agricultural commodities. In recent years, he said, we have exported 
the production of 50 to 60 million acres of ona and that farm 


exports in the last 5 years have averaged $314 billion in value each 
year. Of this total, wheat and flour exports alone in recent years 
have accounted for approximately 25 to 30 million acres, or about 
one-half of the total land area associated with agricultural exports, 
If action should be taken at this time to impose further restrictions 
upon imports into the United States and the means by which coun 
tries can purchase agricultural exports, we believe the consequences 
will be very far reaching. Not only would it have a very severe 
impact upon other types of agric ulture but upon industry as well. 

With regard to its impact upon agriculture, it is our belief that 
if the United States should be forced to cut or transfer utilization 
of 25 or 30 million acres of wheatland or a total of 50 or 60 million 
acres of farmland, the products of which have been moving into ex 
port, farm income would be substantially reduced. 

In turn, this would have an adverse effect on the income of labor 
as well as industry. No doubt every effort would be made in the 
affected areas of the United States to produce items now bought from 
other parts of the country. For example, there are many farm areas 
that now grow wheat and buy som: of their feed grains, milk and 
dairy products, and other item om the States that produce 
surpluses. 

If they have to stop growing wheat for export, however, no doubt 
they will stop buying such products from other States if they can 
possibly be produced locally. This is just an example of the type 
of impact that could resul€ from restrictive trade policies that may 
appear to be solving one part of the problem, only to end up by cre 
ating many more trade problems. 

The full impact of import restrictions imposed by the United States, 
as well as other countries, should in our judgment be carefully re- 
viewed and studied in connection with the review of our entire eco- 
nomic policy, both at home and abroad. 

It is for these reasons that the flour milling industry supports a 
temporary extension of the Reciprocal Trade Agreements Act without 
amendment and supports the proposal for a careful review of the 
entire problem so that the Government, unteainia and industry, 
together, can make a constructive effort to solve these problems on an 
equitable and economic basis. 

Mr. Jenkins. Are there any questions? 

We thank you very much for your appearance and the fine state 
ment you have given us. 

Mr. Faxrer. Thank you, Mr. Chairman and members of the com- 
mittee. 

Mr. Jenxtns. Next on the list is Mr. Bernard Weitzer, national 
legislative director of the Jewish War Veterans of the United States 

f America. 





ced 
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STATEMENT OF BERNARD WEITZER, NATIONAL LEGISLATIVE 

9 DIRECTOR OF THE JEWISH WAR VETERANS OF THE UNITED 
STATES OF AMERICA 


Mr. Werrzer. On behalf of the Jewish War Veterans of the United 

States of America, I am happy to express appreci: ition for this oppor- 

mity to a nt our views on the Trade Agreements Extension Act 

nh you are ¢ ‘onside sr ing. 

For ane years, our organization has passed resolutions at its an- 

ial conventions supporting Reciprocal Trade Agreements and sup- 

rtinge the extension of the act under which such agreements are made. 

n harmony with those resolutions, I appeared in July 1952 before the 

itform committees of the Republican National Convention and of 

e Democratic National Convention to urge the inclusion of a plank 

their respective platforms which would pledge the extension of the 
t eee any restrictive amendments. 

ubs eque ntly, at the 57th annual convention, held October 1952 in 

\tlantic City, N. J., the following resolution was unanimously 


ypted : 

Whereas the disruption of world trade subsequent to World War ITI has 
brought continuing economic hardships to our friends among the nations of the 
free world; and 

Whereas these difficulties have been intensified by the need to eut off trade 


th imperialist Soviet Russia and her satellites in order to halt the Commu 

t threat to the free world; and 
Whereas despite our aid through the Economic Cooperation Administration 
nd the Mutual Security Act, there continues to be a serious dollar gap, largely 
ie to the inability of our allies to export their products to our country over our 

barriers and thereby pay for the products and agricultural commodities 
1 they must import from the United States: Now, therefore, be it 
Resolved, That the Jewish War Veterans of the United States of America in 
vention assembled in Atlantic City, N. J., October 15-19, 1952, urge intensi- 
tion of activities under the Reciprocal Trade Agreements Act, and respect 
vy request the 88d Congress to renew the Reciprocal Trade Agreements Act 
form which will make it more effective for its purpose; and be it further 

Resolved, That offshore procurement be expanded so that friendly nations may 
earn the dollars which will decrease the need for our direct aid in the form of 
oans and grants. 

The foregoing resolution is, I believe, self exp jlanatory as to the 
facts of the situation. I want to make clear, in addition, that the 
resolution is 1n full accord with one of the sdienamiade tenets written 
n the preamble to the constitution of the Jewish War Veterans of the 
United States of America, namely: 

To combat whatever tends to impair the efficiency and the permanency of our 
free institutions. 

Our organization feels it is urgent that everything possible be 
done to combat the forces of communism as expressed and carried 
out by Soviet Russia and her satellites. Since the end of World War 
II, the Soviets have done everything they can think of to continue 
and foster the economic and political weakness which resulted from 
World War II. They have shrewdly capitalized the disruption in 
world trade, the insts ‘ability of the foreign exchanges and the in- 
adequacy of the military defenses in countries outside the Iron Curtain. 

Our organization is convinced that the Reciprocal Trade Agreements 
Act is an integral part of the policy which we have followed to 

overcome Soviet Russia’s tactics. By encouraging trade between our 
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own country and the countries of the free world, we strengthen our 

selves and those with whom we trade. We are enabled to export th: 
products of our factories and our farms and we enable those who 
purchase from us, io pay for our products with the things which they 
produce and export to us. 

As these countries of the free world regain their economic strengt! 
they can better withstand Communist threats, they are not misled b 
Communist wiles, and they will more and more be able and willing 
to put themselves in a posture of adequate military defense. All of 
these things add to our own national defense in which we, as a vet 
erans’ organization, are intense ly interested. 

As individuals our members, like everyone else, are taxpayers an 

e keenly aware of the tax burdens which the needs for adequate cl 
fe nse impose. We feel that in this program of reciprocal trade whi 
strengthens our allies from a political, economic, and from a defens 
standpoint, we have the means for lightening our own defense burdei 
and hence our own tax burdens. Thus we feel that in our suppo1 
of the extension of the Reciprocal Trade Act without crippling amend 
ments, we are supporting the national interest. 

I want to say here that that is the only interest our organization 
has in being represented here. I am not talking with respect to 
what interests our members may have individually, being in manu- 
facturing or any other field. 

In that respect, I believe we can go along with President Eisen- 
hower’s recommendations that the act be extended for 1 year as it 
is and in the meantime, that a study be made to determine what 
changes, if any, may be needed to improve our world trade relations 
with due regard to the requirements of our industry and our 
agriculture. 

[ urge that the committee move in that direction. 

Mr. Jenxrns. You have made a fine, clear, and succinct statement. 

Any questions? 

Thank you very much, Mr. Weitzer. 

Mr. Werrzer. Thank you very much, Mr. Chairman and members of 
the committee. 

The Cuamman. The next witness is Mr. Sydnor Oden, president 
of the American Cotton Shippers Association. 

Will you give your name and also that of your associate, please ? 


STATEMENTS OF SYDNOR ODEN, PRESIDENT; AND JOHN C. WHITE, 
COUNSEL, AMERICAN COTTON SHIPPERS ASSOCIATION 


Mr. Oven. My name is Sydnor Oden. I am vice president of 
Anderson-Clayton Co., of Houston, Tex. My associate here is Mr. 
John C. White, the counsel for the American Cotton Shippers 
Association. 

I am president of the American Cotton Shippers Association, hav- 
ing been elected to that position at the association’s 29th annual meet- 
ing, held at Memphis, Tennessee, on the Ist and 2d of this month. 
The views I shall express here reiterate positions taken by the associa- 
tion at that meeting; thev also reflect the attitude toward foreign 
trade consistently held by the association for many years. 

I may explain that the membership of the American C otton Ship- 
pers Association consists primarily of merchants engaged in market- 





i 





TRADE AGREEMENTS EXTENSION ACT OF 1953 1913 


ng cotton both in the domestic and in the foreign market. Accord- 
ugly, it speaks for a trade whose business it is to find outlets, both at 
ome and abroad, for one of the more important products of American 
agriculture. 

Historically, the foreign market has been vitally important for 
otton. In 1949-50 three-eighths of the raw-cotton production of this 
ountry ee in 1950-51, two-fifths ; in 1951-52, three-eighths 
In 1952-53, the proportion will apparently fall to about one-fourth. 
Phe eden volume of exports this season as compared to last—314 
illion bales as against 514 million bales—has been reflected in the 
ourse of cotton prices and in the size of the stock to be carried over 
nto the new season. By coincidence the decline in exports—2 million 
bales—is roughly equal to the amount of 1952-crop cotton taken by 
the Commodity Credit Corporation under its price-support program. 

It has long been the position of the American Cotton Shippers 
\ssociation that the exports of this country, of cotton and of other 
commodities, should be maintained at the highest possible level. It 

is Just as long been recognized by the association that in order to 
export in large volume, we must import in large volume. At its 
meeting earlier this month, the association, by formal resolution, 
expressed the “view that any artificial barrier to imports of foreign 
coods is an equal barrier to the export of American cotton.” 

This, as I have said, has long been the viewpoint of the association. 
The principle involved—what might be described as the reciprocity 
of exports and imports—appears, however, to have a special urgency 
at this time. 

As we all know, United States exports since the war, and especially 
since 1948, have been stimulated by this country’s foreign-aid pro- 
grams. Exports have in part been paid for with ECA or MSA funds 
rather than, as in more normal times, with funds secured by the sale 
of goods and services in this country. 

In the absence of such aid, or with less aid, our exports would have 
been smaller. The experience of cotton is in this respect significant. 
In 1949-50, 58 percent of United States raw-cotton exports were 
financed by grants from ECA/MSA funds; in 1950-51, 47 percent; 
and in 1951-52, 13 percent. ‘This year the percentage will be some- 
what larger. 

The shift, now, in the character of our foreign assistance programs— 
from economic to military materials—poses a problem: Shall the 
excess of exports over imports, financed in such large part by 

CA/MSA funds in recent years, be balanced out by reducing our 
exports or small it be by increasing our imports? It will have to be 
one or the other. 

This is not an easy political choice. If loudly voiced fears are 
accurate, a substantial increase of imports would affect some Ameri- 
can industries adversely. Actuality of recent years has scarcely ever 
approxim: ated the fears expressed. The point I wish particularly to 
make, however, is that the alternative solution—a reduction of our 
exports—would be directly adverse to the industries now producing 
for the export market, and injure purely domestic industries as well. 

We may not be in the pleasant position of choosing between a pain- 
ful and painless solution; either solution may be painful to some. 
But this much is plain: As we again approach the time when our 
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foreign trade is on a pay-as-you-go basis, either our imports must 
increase or our exports must decline. 

As imports increase, some domestic producers will be faced with 
new competition from abroad but this will be offset in part by greater 
domestic consumption ; but as exports decline, other producers—in- 
cluding broad segments of American agriculture—will lose a part 
of their market altogether, and their consumption of local production 
must decline accordingly. A low level of international trade will 
adversely affect both interests, while a high level may serve the best 
interests of both export industries and local industry. 

Faced with this dilemma, the proper course, in the opinion of the 
American Cotton Shippers Association, is to maintain international] 
trade on the high level rather than the low. It is better to lift im- 
ports to the level of exports than to cut or pare our exports to fit the 
level of imports. Certainly. it would not be the proper course to 
establish at this time new and additional barriers to imports and 
thus force the reduction of our exports even below the present level 
ol imports. 

This opinion rests in part upon the association’s natural concern 
for the welfare of the American cotton grower, whose market is in 
substantial part at stake, It rests also on the conviction that inter- 
national trade will, if unfettered by artificial barriers, promote the 
most efficient use of the trading world’s resources, and thus will raise 
liv ng st indards. 

It rests, finally, upon the conviction that in the interests of all 
producers and all consumers we should encourage, not restrict, those 
many industries that, by exporting, have proven their ability to com- 
nete abroad as well as at home. 

Holding to these convictions, the association. at the Memphis meet 
ing to which I referred earlier, passed a resolution with which I 
would like to conc lude this statement: 

Resolved, That the American Cotton Shippers Association approves and en- 
dorses the proposal of President Kisenhower for a commission to formulate a 
complete program to maintain a high level of international trade, and that this 


association should present to any such commission and keep constantly before 


the proper congressional committees its view that any artificial barrier to im- 
ports of foreign goods is an equal barrier to the export of American cotton and 
an uneconomic burden upon the cotton farmer and the entire cotton industry and 
all other export industry and can be justified only by overriding national security 
requirements: and 

Resolved further, That this association favors: 

(1) Extension of the Reciprocal Trade Agreements Act for 1 year without 


) Sin plification of customs laws, rules, procedures, and classifications ; 
) Elimination of arbitrary quotas and restrictions on imports of cheese, 
fats, and oils. 

The Cuarrman. We thank you, Mr. Oden, for your fine presenta- 
tion of the problem as you see it. 

Are there any questions? The Chair hears none. 

Thank you, sir. 

Mr. Open. Thank you, gentlemen. 

The CuHarrmMan. The next witness is Mr. E, N. Mimms, president, 
E. N. Mimms Co., Louisville, Ky. 

Will you please give your name and the capacity in which you 
appear ¢ 
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STATEMENT OF E. N. MIMMS, PRESIDENT, E. N. MIMMS CO., 
LOUISVILLE, KY. 


Mr. Mins. Mr. Chairman, gentlemen of the committee, my name 
E. N. Mimms, and I am president of the E. N. Mimms Co., of 
Louisville, Ky. My company manufactures electric fans of several 
styles and models. We are a small company that does an annual sales 
volume of less than $300,000. 
and so many other small manufacturers are vitally interested 
House bill H. R. 4294, which is known as the Simpson bill. Al- 
though the greater part of our business is naturally done with the 
lomestic market, our sales in the countries south of the United States 
ire most welcome because it supplements our normal volume and im- 
proves our annual financial statement. 

The market within the United States is receptive to our products 
from January to July, but the market south of us buys during any 
month in the year. Naturally customers that buy a season product 
when it is out of season are a most valuable asset. 

To curtail the imports of residual oil from Venezuela will result 
na hardship to both countries. Since we bought 128.5 million barrels 
of this oil from them last year, we evidently needed that oil. The oil 
refineries are doing what any good business people would do, that is, 
extracting more of the lighter and higher priced products from the 
crude oil each year. Our laboratories are still working toward a 
jigger and bigger yield from the crude and, consequently, each year 
there will be less and less residual. It appears to me that instead 
of buying less residual oil from Venezuela, we will need to buy more 

i the future to fill our requirements. 

Our past and present national administrations have done wonder- 
fully well in establishing good relations between the United States 
and our neighbors to the south. Although curtailing our imports 
from Venezuela will not bring about any rupture in relations, I am 
sure that it will lessen, to some extent, their good feelings toward us. 
The continent of South America is made up of 13 countries, each being 
onsiderably smaller than the North American countries, and their 
mallness naturally gives them an insecure feeling and draws them 
closer to each other. 

Their proximity and mutual feelings and needs bring about an 
nderstanding between them similar to the various States within our 
country. When, after several years, we abruptly withdraw our market 
trom Venezuela. their dis: ip pointme nt is also fe It by their ne ighbors. 

ill effects of such an action on our part will be far reaching. 

The aggressive enemy that we have is drawing every power on the 
face of the globe within its influence wherever it can possibly be done. 
Although their methods of gaining cooperation are of a kind that we 
have never used and never will use, nevertheless, Moscow dictates to 
a far greater area than England ever did at the height of her power. 

Gentlemen, I say to you that this framework of friendship that 

been so carefully constructed for so long a time should not be 
shaken by us refusing to buy a friend’s product that we need in greater 
quantities now than ever before. Shakespeare expressed the thought 
as no one else could have expressed it. “The friends thou hast 
and their adoption tried; gripple them to thy soul with hoops of steel.” 
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International relations between all countries since Hitler rose to 
power have changed and reversed themselves so often that it has been 
difficult at times to determine whose friend is whom. The former 
loyal friend that we have always considered “good old China” would 
how destroy us if she could. 

A few years ago none of us believed that such a condition could 
be brought about and such animosity could be developed in a friend 
that we had stood by for so many years. Gentlemen, your decision 
on the Simpson bill is far more important than deciding how much 
or how little Venezuelan residual oil is delivered to the ports of the 
United States. It is far too important for us to weigh the wishes 
of a special group that have been employed full time whenever they 
were willing to work. With our fast-increasing population and our 
expanding industry this country can assimilate all of our coal that 
John L. Lewis can be induced to permit the miners to dig, as well as 
residual oil from Venezuela in equal or greater quantities than we 
have received from them in the past. 

To keep Venezuelan exports out means to keep our imports in, 
and naturally we do not want to do this. No nation can continue 
indefin ite ly LO import more than they export. We are fast oPPee h 
ing a status of “one world.” ‘To continue to have all the good things 
ve have been enjoying so long, we must enable our n¢ kai to have 
some of them also. We are recognized as the big, strong, and rich 
power that is ina pos ition to impair the economy of smaller nations, 
especii lly those who coo yperate W ith us. 

We are so accustomed to the wealth, prosperity, and production of 
our country that we take all of this for granted. All of this looks 
much bigger to the citizens of some of the small de} OT lent nations, 
than it does to us because they have never enjoyed our enviable posi 
tion. I am not pretending to say that they feel antagonistic toward 
us because of our many comforts that they do not enjoy ; but they 
will fail to see why it would be necessary for us to curtail our pur 
chases of a commodity to such a great extent when they know that 
we have had no surplus of that commodity in the past, and our needs 
each year for that commodity will be greater than they were in the 
year before. 

If I were a citizen of Venezuela, and the Congress of the United 
States passed the Simpson bill, I would wonder if the United States 
were, in fact, a true friend of my country, or was she a country whose 
attitude was sub ject to sudde1 | change for little cause and without 
regard to the injury my country would suffer. In this regard, this 
committee should bear in mind that a trade agreement was concluded 
with Venezuela as recently as August of last year. 

When I began to talk to you, I told you of my manufacturing plant 
that enjoyed a modest exporting business. What is true of my com- 
pany is true of several thousand other small companies that are in a 
like position as ourselves. None of these manufacturers and none of 
their emp loyees would like to forego those additional customers. 
Undoubtedly you have been told that employment in the coal industry 
would suffer without the enactment of the Si mpson bill, but I say to 
you that the aggregate employment of thousands of exporting manu- 
facturerg will suffer as a whole to a greater extent than the labor that 
mines coal. 
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There possibly are times that the Congress must consider, in weigh- 
g legislation, the welfare of certain groups, and possibly at some 
me in the past or at some time in the future the coal producers and 

iners will be entitled to such consideration. I say to you with em- 

yhasis, gentlemen, that this is not the time for such consideration of 
is group. 

The present administration has been in office only a few months 
which is insuflicient time to allow all the consideration required for 
hanges in export and import legislation. H. R. 4294 is of such 
portent that at least a year should elapse in its consideration before 
idoption by the Congress. Not a year of active committee work such 
is you are now doing, but the lapse of time will give you and the other 
Members of Congress a perspective that you are not now in a posi- 
tion to have. 

Congressman John M. Robsion of Kentucky has introduced in the 
House, H. R. 4491, a bill for extending the authority of the President 
to enter into trade agreements under section 350 of the Tariff Act of 
1930 as amended. The passage of the Robsion bill would maintain 
he status quo for 1 year which appears to be advisable. 

A year from now your thinking and the thinking of the rest. of the 
Congress will have consolidated to a point of soundness that can 

mly be attained by the passage of time. It is my sincere hope aad 

he hope of many ‘other businessmen, both large and small, that the 
Rohan bill will be recommended for passage. 

I have not gone into an analysis of the technical ramifications of 
the Simpson bill. Iam sure that these aspects of this bill have been 
discussed with you by many former speakers. My thinking has been 
basic, and my approach fundament: ul. I have endeavored to give 
you the views of the average businessman. My appearance and 
presentation have been as a small-business man giving you the think- 
ing, the beliefs, and the desires of a representative citizen. 

I trust that the committee will bear in mind the survey of the views 
of leading citizens in 25 of our cities, which was conducted by the 
Council on Foreign Relations and summarized in the Council’s recent 
report entitled “Foreign Trade and United States Tariff Policy.” As 
the committee is undoubtedly aware, the officers and directors of the 
Council include such prominent Americans as Elliott V. Bell, John W. 
Davis, Lewis W. Douglas, Allen W. Dulles, Thomas K. Finletter, 
Grayson L. Kirk, R. C. Leffingwell, Philip D. Reed, and Myron C. 
Taylor. 

As I appreciate that the time of the committee is limited, I shall not 
read the following extracts from the Council’s report, but I respect- 
fully request that they be made a part of the record. 

The Carman. beg jithout objection, so ordered. 

We thank you, sir, for your very fine statement. 

Mr. Mrs. Thank you, gentlemen. 

(The information referred to follows:) 


Foreworp 


The belief that the prosperity of this country is dependent on the protective 
tariff has been firmly held by a large part of our population for almost a cen- 
tury For several decades after the Civil War the national political parties 
were sharply divided on the tariff, but with the increasing industrialization 

he South and of other sections of the country, protectionists were to be found 
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The tariff became, in General Han 





among Democrats as well as Republicans 
cock’s words, a local issue. 

The recognition of the true relation of foreign trade to the functioning of 
the domestic economy has been a slow process, The long-drawn-out battles in 
Congress produced millions of words in the newspapers and the Congressional 
te consisted mostly of the exchange of well-worn clichés 





Record, but the deba 
which left the public none the wiser. 

In the universities, a succession of brilliant economists such as William 
Graham Sumner, Frank Taussig, and Jacob Viner exposed the fallacies of pro 
tection and put the case for freer trade forcefully and with great clarity. Hun- 
dreds more of teachers of economics made tens of thousands of undergraduates 
familiar with the theory of international trade. gut this teaching had little 
impact on public opinion. The American business community, until recently, 
maintained a fairly solid protectionist front. It either ignored the professors 





wr dismissed their arguments as “theoretical.” 

It is against this background that the results of Mr. Barber’s survey should 
be considered, for the answers of respondents, in the great majority of cases, 
add up to a clear repection of the protectionist thesis. 

The replies, as Mr. Barber has pointed out, show no regional differences 
Residents of Providence and Boston express the same views as those of Indian- 
apolis, Albuquerque, and Seattle. Of greater significance is the agreement 
umong the various occupational groups. Businessmen constitute the largest 
croup, 44 percent of the total. They include producers of oil, steel, chemicals, 

rcraft, textiles, machinery, and electrical equipment, as well as bankers and 
nsuranece executives 

It would be an exaggeration to say that the businessmen now speak the same 
language as the educators. In general, the professors are still more liberal 
hun the average of the community and the businessmen more conservative, but 
on the tariff issue, according to this survey, the divergence is surprisingly 
small. Many of the replies are interchangeable. 

For example, take these typical observations in response to the question, 

Should it be United States trade policy to reduce import duties only if this 
does not damage domestic producers?” 

An educator in Omaha replied, “I do not think that inefficient producers, in 
nonvital fields, have any right to be subsidized by the taxes of the consuming 
public 

\ member of the financial community in St. Louis used practically the same 

s He said, “Absolutely not Uneconomic domestic producers have no 
right to be subsidized by the Government or the American people, much less 
by an indirect method so that the people are unaware of the subsidy.” 

A professor in Philadelphia replied, “Those producers who cannot face the 
etition of a free world market are simply levying a tribute on American 








A businessman in Seattle was equally emphatic He said, “No, since ‘damage 
be construed to mean anything from a healthy increase in competition to 
inkruptey, and some firms will suffer ‘damages’ with every reduction.” 

Che tindings of this survey, indicating the revised attitude of many business 
men on imports and foreign competition, are reinforced by such events as the 
October 1952 declaration of a committee of the National Association of Manu 
facturers “that the way must be found to improve the access of foreign pro 

’ 


ducers to American markets *”, and by Henry Ford II's recent advocacy of 
‘ idit 

Che uses of the apparent shift in business opinion are not far to seek. They 

with our export surplus and the continuance of aid to Europe. The 

ny ement of this country in the cold war requires that we have strong allies 

Europe. They need dollars with which to buy food and raw materials. We 

have en meeting this eed by annual subsidies r inning into the billions. Our 


es prefer trade to aid, but thus far we have preferred to give them dollars 
r than to allow them to earn the dollars by selling us their goods. Now 
inion, including business opinion, is showing reluctance to continue 





h large grants for economic and military aid. At the same time, as this 
irvey shows, people are coming to recognize that a sudden decline in foreign 


d would injure export industries. The only practicable way of escape from 
' barriers and the acceptance of 





this dilemma seems to be the lowering of tar 
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THE INQUIRY 


In his state of the Union message to Congress on February 2, 1953, President 
Wisenhower declared that our foreign policy will recognize the importance of 
profitable world trade. This is a definition of objective with which it is hard to 
quarrel. It was delivered at a time when the participants in this inquiry were 

boring with their responses, and it is doubtful if it assisted in crystallizing 
heir views 

One of the requirements of an inquiry of this kind is the avoidance of questions 
which place participants in the position of approving the good and decrying evil 
When responses on as complicated a subject as foreign trade and tariffs are 

erwhelmingly in favor of a single persuasion—as was occasionally the case 
in this inquiry the conclusion is warranted that the questions were of the 
ood-or-evil variety, or they were otherwise less controversial than was commonly 
ssumed., 

The latter is the more charitable assumption, for it implies that the evidence 
presented in the following pages brings into clearer focus attitudes and private 
onvictions which were previously in the public domain as uneontirmed 
upressions, 

It remains to add that this report is not intended to contribute technical 
knowledge but rather to indicate the degree of support or opposition which the 
exper’s on trade policy are likely to encounter among many influential and 
representative Americans throughout the country. 


THE PARTICIPANTS 


The views under inspection are those of 825 men who are leuding citizens in 
25 cities from Boston to Seattle and from St. Paul-Minneapolis to Houston. All 
are members of informal discussion groups known as committees on foreign 
relations, which are affiliated with the Council on Foreign Relations in New 
York City. 

Approximately once a month from October through May members of each 
committee come together for an evening of concentrated discussion with a guest 
of special competence in the field of international affairs. The purpose of their 
meetings is to enable the men jointly to consider international aspects of 
United States political, economic, strategic, and financial problems, so that 
when there is occasion for them to express their views elsewhere, they may do so 
upon a basis of previous reflection and study. 

Once a year the Council on Foreign Relations undertakes to ascertain the 
views of committee members on specific issues of major concern to the United 
States. To this end it asks the members to express themselves in writing, in 
response to a detailed inquiry prepared by the Council. This report is based 
upon their replies to such an inquiry. 

While a few of the men responding are “professionals” in the sense that their 
daily work keeps them in more or less close touch with economic developments 
here and abroad, the majority are to be considered as laymen without special 
training or qualifications as “experts” in the area with which this study is 
concerned. Some are men of national prominence; many are widely known 
throughout their own States. All have this in common: a sober concern for the 
best interests of the United States and the conviction that the more informed 
the individual, the likelier the prospect of his being able to recognize these 
interests, 

THEIR PROFESSIONS OR OCCUPATIONS 

Forty-four percent (363) of the 825 participants are businessmen. They 
include board chairmen, presidents and other executive officers of a wide variety 
of American corporations—large enterprises, moderate-sized and relatively small 
For example, public utilities; oil, steel, chemical, lumber, automobile and insur 
ance companies ; aircraft and textile manufacturers; producers of building mate- 
rials, machinery and electrical equipment ; banks and banking houses; brokerage 
firms; publishers; and retailers. 

Sixteen and six-tenths percent (137) are lawyers and judges in Federal, State, 
and municipal courts. 

Sixteenth and six-tenths percent (137) are educators—presidents of State and 
private universities and colleges, deans, professors, and public-school admin 
istrators, 
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Six and two-tenths percent (51) are newspaper and magazine editors, editorial 
writers, and radio commentators 

Sixteen and six-tenths percent (137) are engaged in other professions o1 
occupations, none of which is represented by more than 3 percent of the aggregate 
They include engineers, physicians, clergymen, retired officers of the Regular 
Army and Navy, representatives of labor unions, farmers, and holders of Federal, 
State, and municipal offices. 














GEOGRAPHICAL DISTRIBUTION 




















The participants are members of Committees on Foreign Relations in cities 
geographically represented as follows: 


New England: Boston, Providence. 
Middle Atlantic: Philadelphia. 

South Atiantic: Charlottesville, Atlanta. 
Kast North Central: Detroit, Indianapolis. 
West North Central: St. Paul-Minneapolis, Des Moines, Omaha, St. Louis. 
East South Central: Louisville, Nashville, Birmingham. 

West South Central: Tulsa, Little Rock, Houston. 

Mountain: Boise, Salt Lake City, Denver, Albuquerque. 

Pacific : Seattle, Portland, San Francisco, Los Angeles. 








NATURE OF THE INQUIRY 






































The inquiry on which this report is based consisted of declarative statements 


and questions, carefully calculated to bring out respondents’ views on tariff 
reciprocity, congressional delegation of power to the Executive, export and 
import levels, the effect of reduced duties and increased imports, foreign compe 
tition in the domestic market, the removal of trade barriers within the free 
world, and allied issues. 

The composition of the inquiry was such as to oblige respondents to tests for 
themselves the consistency of their replies. Since the drawing up of an adequate 
questionnaire on the subject presented unusual difficulties, special pains were 
taken to bring out respondents’ views generally, apart from questions designed 
to elicit a response that could be represented statistically. 

To encourage frank expression, the participants were assured that neither as 
individuals nor as committees would they be associated by name with specific 
findings. To facilitate classification and interpretation of responses, they were 
asled to indicate their professions and occupations. 

The respondents were reminded that the Council on Foreign Relations takes 
no stand, expressed or implied, on any aspect of American policy. 





CHAPTER 2. SUMMARY OF FINDINGS 


Che findings below reflect the composite opinions of the majority of the 825 
men who participated in this inquiry, and are based upon considerations repre- 
sented in all categories of response, as set forth in the correspondingly numbered 
section of chapter 3: 

1. It should continue to be United States policy after June of 1953, when the 
Reciprocal Trade Agreements Act expires, to reduce tariffs in return for recipro- 
cal concessions by other countries. 

» Congress should continue, after June of 1953, to delegate to the President 
limited power to reduce United States tariffs. 

3. The new administration in Washington should regard United States foreign 
‘ which has largely financed the United States export surplus since World 
War II, as a temporary program. The administration should try to maintain 
United States exports at a high level, but not at the expense of having the 
Government finance exports 

4. The United States will not be able to maintain its exports at a high level 
unless it increases its imports, thereby enabling countries with dollar shortages 

iy for United States exports in goods and services. Further develepment of 
United States private investments abroad and increased tourist travel would 
result in exnenditures similar to imports and in effect would be helpful in main- 
g a high export level. 

5. Instead of trying to maintain an excess of exports over imports, it would 
he preferable for the United States to achieve a balance between exports and 
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6. Reduction of United States exports would lead to contraction in the output 
f some United States plants and to a decrease in the employment of labor now 
oducing for sale abroad. Nevertheless, the United States ought to be able to 
eal with these ill effects in such a way as to insure that they would not be 
rious or permanent. 
7. Acceptance of increased imports would compel some United States indus- 
es to adapt themselves to sharper competition, and in some cases would 
id to smaller profits, reduced activity, or business failure. This consequence 
uld not be a compelling argument against accepting increased imports. 
eater rather than less competition is conducive to more efficient production 
{is in line with a fundamental premise of the American business system. 
s. It should not be a guiding principle of United States trade policy to reduce 
ort duties only if this does not damage domestic producers. The welfare of 
» United States economy as a whole should normally govern, rather than the 
elfare of individual producers. 
9, We [68 percent of the respondents—editor] do not know of any United 
ites producer who, since World War II, has been damaged by a competing 
reign product in the United States domestic market. 
10. The maintenance of United States exports at a high level is so important 
the well-being of the United States as to warrant acceptance of increased im- 
ts, if necessary at the expense of injury to some of our domestic producers. 
he interdependence of the United States and the rest of the free world in mat- 
s of trade, as in other respects, is self-evident. 
11. Increased imports resulting from reduced tariffs would benefit United 
ites consumers by making available a wider variety of foreign-manufactured 
ods at lower prices. 
12. The objective of a free world market rather than one characterized by 
ernmental interventions in the form of import restrictions and subsidization 
foreign customers should be the permanent base of United States foreign- 
ide policy. 


The Cuarrman. Mr. Preston G. Woolf, president, American Bev- 
erage & Supply Corp., Indianapolis, Ind. 


STATEMENT OF PRESTON G. WOOLF, PRESIDENT OF THE AMERI- 
CAN BEVERAGE & SUPPLY CORP., INDIANAPOLIS, IND. 


Mr. Wootr. Mr. Chairman and members of the committee, I wish 
to thank you for this opportunity to appear before you to express our 

ews on the extension of the Reciprocal Trade Agreements Act. 
I wish to speak in support of the extension of this act. 

Our concern has been actively engaged in international trade for 
any years and our thoughts on the matter are shared, I am sure, 
by hundreds of other similar firms and industries located within our 
country. 

We happen to be located in Indianapolis, Ind., and I can assure you 
that this typical midwestern city is keenly sensitive to the pulse on 
nternational business and political relationships. A drop in the 
trade and purchasing power of a neighboring country, such as for 
nstance, Venezuela, will be quickly felt in employment and profits 
of our business in Indianapolis. If this situation is multiphed by 
the hundreds of other similar firms throughout the United States 
vho are also doing business with many other countries, a serious 
ational downward trend in employment and profits could result 
within a short time. 

We consider Venezuela to be an outstanding example of the future 
world conditions which are within the grasp of your committee to 
chart and control. It is well known that about 90 percent of Vene- 
uela’s income is derived from the sale of petroleum products to 
he United States. Likewise it is known that the exports from the 
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United States to Venezuela amount to approximately one-half billion 
dollars per year. The dollars which we pay to Venezuela for her oil, 
quickly come back to us in payment for the thousands of types of goods 
and products which our Nation sends to this sister nation. All of 
Venezuela’s purchases from us create a vast demand for agricultural] 
and manufactured products within the United States, which create 
tens of thousands of jobs in our country; the resulting wealth which 
is created, is a source of tax collections for our National Treasury. 

For many years I have traveled as an American businessman 
throughout Latin America and Venezuela. I — called upon hun- 
dreds of business people, both large and small in practically every 
town in Venezuela. ‘These people represent a cross section of the 
citizens of Venezuela. These people consider the United States to be 
a friend and a “business partner.” They know that we hold their 
economic stability within our fingers. More important they are in- 
dividually and collectively worried about our fluctuating national 
foreign policy, or lack of policy. Many times I have heard them 
describe our Nation as “a great and powerful ship, but without a 
rudder.” 

Naturally our uncertainty as to a national foreign policy has been 
an ideal subject to be enlarged upon by our enemies, of whom we have 
many. I have seen many forces at work in Venezuela to undermine 
our position there. I am sure that should we cast this sister nation 
asunder economically that we would soon awake to find communism 
entrenched across the Caribbean. Venezuela is an outstanding ex- 
ample of democracy at work in Latin America. If we knowing] 
lose our foothold in Venezuela, other Latin countries could fall away 
like the leaves in the autumn. Remember this for the records. 

A job, some security, and a hope for a better future is what the men 
on the street in Venezuela and every nation want. It is even true 
of us within the States. Yet, it is we who have within our power to 
decide the economic fate of many of these good people and allies 
throughout the world. 

We feel that today our Nation is at the cross roads in our foreign 
economic policy. We believe that your committee has within its 
hands one of the most important responsibilities ever to be entrusted 
to a congressional committee. Our economic relations with other 
nations can and unquestionably will determine the economic and politi- 
‘al st ability of the free world. As the leader in the free family of 
nations we are responsib le for the strength and unity of our sister 
nations. Whenever we fail in this tremendous responsibility the 
Soviets will be quick to step into any weakened nations to exploit 
our mistakes and lack of vision. 

Nothing would please and gratify the Communists more thoroughly 
than for us to stifle free world trade. A dynamic, expanding Ameri- 
can economy with a high level of production and employment and 

vigorous broad trade with the free world allies will create a strong 
family of nations, a secure bulwark against communism. 

If we wish to prevent the re: alization of the Soviet hopes for a 
broken in bankrupt world, we must realize that we cannot exist as 
un isolated paradise when surrounded by massed misery and despair. 
The age of our insulation from world-leadership responsibility is 
past and it is now our duty to posterity to prevent world economic and 
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political disintegration by strong and bold steps to assure free-world 
trade. No longer can we return to hiding behind protective high 
tariffs without soon suffering the holocaust of the witches brew of 
ur own making. 

We cannot seriously consider reversing the trend of the past two 
decades and again raise trade barriers to the goods and services of 
our friends, without quickly and surely suffering the consequences. 
Our Nation has lived well for 2 years under the present Trade Avree- 
ments Act, and today we enjoy a high level of productivity and em- 
ployment. It is the wise and logical course that we do not depart 
from the legislation which has served so well our national welfare. 
No changes should be contemplated until the entire subject has been 
carefully studied by a commission of the President’s choice. 

The decisions which we as a nation make, and which your com- 
mittee in particular make, have far-reaching consequences. Perhaps 
never before in history has the course of future events been within 
the hands and responsibility of so few. The capricious clamor and de- 
mands of a few self-centered groups within our country should only 
be viewed and weighed in the true perspective of the welfare of the 
whole—our own total economy and the economy and political well 
being of our allied nations. 

Therefore, Mr. Chairman, in closing, it is my sincere suggestion and 
recommendation that no change be made in the existing Trade Agree- 
ments Act, and that it be retained unimpaired in the period that lies 
ahead, until a Presidential commission studies this very broad situa- 
tion. Not only does our own economic health, but the health and 
security of the free world depend upon your actions. The historians 
of the future will have good reason to refer to your decisions. 

The Cramman. Mr. Louis Marbe Cohn of New York? 

He apparently is not present. His statement if filed with the 
committee will be inserted in the record at this point. 

(The statement was not filed.) 

The Cuatrman. Mr. Frank P. Lyons, director, National Govern- 
ment’s Advisors, Tampa 6, Fla. ? 

Mr. Lyons has apparently left. His statement will be inserted in 
the record at this point. 

(The statement referred to follows :) 


NATIONS StMPLY UNORGANIZED GROUPS OF SMALL PEOPLE—WHOM ARE WI! 
DEFENDING? 


NEw YorK, N. Y., May 18, 1953. 


Re: H. R. 4294 (opposed to trade agreements). 

Hon. DANTE A. REED, 
Chairman, Committee on Ways and Means, 
House Office Building, Washington D. ¢ 

DEAR CONGRESSMAN: Favor “reciprocal barter free exchange,” of subsidies 
materials for needs. Favor “world credit and debt free exchange bank’; self- 
sustaining for trade. 

Aitter arranging to appear before your committee on May 19, visited your 
hearings and listened to a very dull and etupid defense of the coal industry 
versus oil imports, with two of your members asleep and I would also if remained 
over 10 minutes. 

If the coal barons and labor barons want markets for employment, production 
and distribution of coal, let them by collective bargaining fight with one another 
until the price of coal delivered to the people is much cheaper than oil. As 
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simple as that. Same refers to all materials for markets, sales and trade not 
difficult to obtain. Guidance available; cost nil. 

\fter 20 years of more pay for less hours, less dollar value for higher costs 
by Federal debt and taxed subsidies, defended and supported by war, destruc- 
tion of lives, property and enslavement of people at home and aboad for em- 
ployment, votes, profits, taxes, we have taxed ourselves out of purchasing 
power and normal values to distribute and consume our production. Not difficult 
to reverse 

If our Republican administration balanced budget is more important that the 
lives and destiny of our people, country, and Government, there is nothing you 
or | can do to balance our budget. To cure ignorance and stupidity, we must 
rise above the mentality level that creates, defends and maintains it. In other 
words, cut taxes now regardless. Why not? Guidance available—cost nil. 

rhe Hoover boom was created by selling our people worthless foreign securities. 
The Democrats prosperity created by taxed money, taxed subsidies, taxed gifts, 
taxed destruction, taxed gold, taxed Federal debt, taxed survival facilities; 
everyone collecting taxes from one another for employment, wars, destruction, 
less work for more pay, votes and prolits by taxing we defend. Why not stop such 
financial intrigue, religious fanaticism, political bribery, and military stupidity 
the cause for all wars. Guidance available; cost nil. 

On my return to Tampa, ny home, may I stop to thank you for your courageous 
demand to cut taxes now. If insulting those opposed will help, I am at your 
service. With my kindest regards 

Sincerely yours, 
FRANK P. LYONS. 

The Cuarrman. Mr. George J. Burger, vice president, National 
Federation of Independent Business, Washington, D. C. 

Mr. Burger, if you will just give your name and the capacity in 
which you appear, we will be glad to hear from you. 


STATEMENT OF GEORGE J. BURGER, VICE PRESIDENT IN CHARGE, 
WASHINGTON OFFICE, NATIONAL FEDERATION OF INDEPEND- 
ENT BUSINESS, WASHINGTON, D. C. 


Mr. Burorer. I am George J. Burger, vice president, National 
Federation of Independent Business, Inc.. Washington Building, 
Washington, D.C. The Federation is a nonprofit organization repre- 
senting independent and small-business men, and professional men, 
from all parts of the country in all lines of endeavor. It is supported 
solely by these independent, small-business and professional people. 
It has the largest individual, directly supporting, membership of any 
business organization inthe Nation. 

Our members determine our position on all issues directly, by vote 
through our publication, the Mandate. It is important to know how 
this voting system works. The Federation regularly furnishes its 
members with copies of the Mandate which list various issues of im- 
portance. Brief argument is made for and against each issue. There 
is a tear-off ballot which members can sign and on which they indicate 
whether they are for or against the issues. 

When a member has marked and signed his ballot, he tears it off and 
sends it to a local businessman-colleague serving as a Federation 
district chairman. The chairman collates and tabulates the ballots 
received. He sends one copy of the tabulation, together with the 
S oned voted ballots, directly to the Congressman who represents the 
businessman. He sends another to Federation headquarters, where a 
national tabulation is prepared. The tabulation is presented in the 
following Mandate. A majority vote determines the Federation 


position on each issue. 
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To preserve the representative character of the Federation, each 
ember is allowed only one vote. 

During the past 4 years, our members have voted four times on the 
reneral subject of control of international trade. Here are the results 
of those votes : 

In the Mandate No. 158 (May 1949), 84 percent of our members 
voted for a bill proposing that Congress investigate the execution of 
nternational trade agreements, to determine whether and how these 
creements were damaging domestic independent business. 

In the Mandate No. 163 (November 1949), 69 percent of our mem- 
bers voted for action by Congress to limit foreign oil imports when 

hey interfere with or damage operations of our domestic independent 
i! men. 

In the Mandate No. 169 (April 1950), SO percent of our members 
voted for a bill proposing he at Congress make a redetermination of 
he “peril point” provision of our tariff laws, with a view to giving 
domestic independent business better protection against low-cost im- 
ports from foreign nations. In the mandate No. 193 (April 1953), 
66 percent of our members voted against a bill es the elimina- 
tion of all tariffs on foreign-built cars, trucks, buses, and parts. 

We are appearing before you today, on the basis of this polic; y de- 
termination, to support any and all legislation which furnishes the 
protection sought in these votes. 

Let me make some points clear: 

First, federation member operations are almost entirely, if not 
entire ly, confined to the domestic market. Our small, indepe ondent 
business a professional man members are certainly affected for the 
better or for the worse by what goes on in international trade. But 
they i not have plants or facilities in foreign nations, to take ad- 
vantage of any moves which might make shipments into the United 
States easier or more profitable, at the expense of, and to the damage 
of, domest ic producers and sellers, 

Second, our members agree that sound foreign trade is vital to our 
national and to the international welfare. They realize that with the 
world as sharply dividend and tightly compartmented as it is today, 
the United States must trade in order to help maintain the free world’s 
strength against the Communist foe. 

They question, however, the wisdom and value of any policy or 
enactment which would continue to, or would commence to, undermine 
the strength and vigor of our own independent, free competitive enter- 
prise system. After all, they believe that few question the plain 
fact that free, competitive, independent smaller enterprisers are the 
backbone of our momen, and that the well-being of the free world 
de pe ‘nds to a very great degree on the well-being of our economy. 

Third, our me sae ‘rs want it known that in seeking these protections 
they are not asking any competitive advantage over those who would 
ship from abroad into our markets. To the contrary, all they ask is 
some assurance of equality of opportunity with foreign producers. 
They ask if there is, under a free trade set-up, any equality of oppor 
tunity when our domestic enterprisers are tied to a Federal minimum 
wage s ale of S30 a week, while foreign producers have wage = ule Ss 

nning down to $5 a week. They ask if there is any equality of 
opportunity, for instance, in the auto-parts industry when our 
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domestic enterprisers are tied to a scale of perhaps $1.70 an hour, 
while foreign producers operate ata scale of about 44 cents an hour. 

What they want to know is whether foreign produce ers need, for in 
stance, a wage-cost differential over domestic firms in order to compete 
successfully, whether they cannot be competitive otherwise. I think 
I can answer this question easily. General Motors and Chrysler and 
Ford and Studebaker and others are all tied to the same wage scales 
in this Nation. Yet they compete with one another, with a fair degree 
of Success, 

The same goes in other industries in our Nation. 

Our members contend that to remain competitive in the American 
market no firm or industry needs any specially favorable cost treat 
ment—unless, in the first instance, that firm or industry is not as 
efficient as its competitors. ‘They wonder mow many of the low-tarifl 
advocates would support a program of subsidizing inefficiency in ow 
own country. Yet this is just what our Nation is called upon to do 
when it is asked to drop its guard against advantages inherent in the 
position of low-cost foreign producers. 

Fourth, our members want it known that in seeking these protec 
tions they are not motivated solely by selfish desires. Centainly they 
have an interest in preserving their business opportunities. But just 
as certainly, the fate of the poor consumer—that chap over whom 
the advocates of lower tariffs express such great concern—is tied up 
with the welfare of our business system. 

For the consumer is none other than the businessman himself, his 
employees, and their dependents. Ruin or depress American business 
through imports from foreign countries, and who suffers? The con- 
sumer. As the businessman’s trade drops off he either reduces his 
costs—and wages drop, or he goes bankrupt—and wages stop. 

In this connection, our members wonder just how much better off 
are the New England textile workers whose jobs have been sacrificed, 
in part at least, on the altars of foreign trade. Perhaps prices of the 
things they once produced are down. But being without work we 
imagine they are having at least some slight difficulty buying these 
products at even the depressed prices. 

Fifth, our members would like to point out that this tariff problem 
definitely ties in with our national monopoly problem. You are, 
likely, all familiar with the complaints independent oil men have 
vol iced : about pe troleum imports, and importers, 

“1 . Chairman, I was in West Virginia just 2 weeks ago tomorrow, 

and as I entered the ¢ ity of Charleston, people brought to me news- 
aioe rs from Charleston and C larksburg and I noticed on the format 
of the paper in an article about 3 inches wide and about 6 inches long 
it said these words, that they did not have money to buy groceries, 
and all you would have to do to find out what was happening was to 
note the closing down of the coal mines in the State of West Virginia. 

A few weeks before that there was a delegation that came to see 
me at the Washington office of the Federation. I cannot recall the 
town, but I believe it is on the border between Ohio and Pennsylvania. 
Ap parently they were in the anthracite business and they asked us if 
there was any way that we could intercede with the Sm: aller Defense 
Plants Corporation to bring work into that community to relieve the 
hardship that is facing the community with that industry closed 
down. 
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ut you may not remember so well reports made during the de- 
pression-ridden thirties of one giant eastern retailer doing a tremen- 
lous trade with foreign producers on various items, produced under 
sweatshop conditions, which he secured at extremely low prices. This 
etailer marked these items up, some by as much as 1,000 percent, and 
still undersold domestic, independent business competition. 

More than this, he used part of the profits derived from these items 
to shave prices on nationally branded, domestically produced items, 
which were the bread and butter of competitive small, independent 
retailers. As a result, many of these small, independent competitors 
were forced to the wall, their shops closed, their employees turned out 
to breadlines and soup kitchens. 

More than this, as a result domestic manufacturers of these items 
found their markets more concentrated. This naturally gave a tre- 
nendous boost to the monopoly movement in the fields covered. This 
ias happened before. Under a low-tariff policy it can happen again. 

Gentlemen, within the past few months, and in line with our policy 

f doing everything possible for members to realize their goals, we 

irepared and caused to be inserted (on our own and with the aid of 
oueenal business people) in newspapers across the country, the 
following advertisement explaining our members’ views on tar iffs. 

The CHarrMan. Without objection, it may be inserted in the record. 

(The information referred to follows :) 


To Arms! To Arms! THE TURNCOATS ARE COMING 


FUL, HEAVILY FINANCED FORCES SEEK TO DESTROY THE PROTECTIVE RAMPARTS 
OF UNITED STATES TARIFF LAWS 


Back in that April night, those who awakened to hear the alarm sounded by 
Paul Revere from horseback ‘lo arms, to arms, the redcoats are coming” did not 
stop to discuss thoretical philosophy. All those early American knew was that an 
ittempt was under way to take from them those things which belonged to them. 
That was sufficient reason for immediate action. 


rODAY IMMEDIATE ACTION IS NEEDED TO PROTECT WHAT IS YOURS 


en as you read this, the turncoats of America are working to destroy the 
nited States tariff laws, the only protection you have against economic sav- 
igery. Why do we say turncoats? Because the’promoters of this plan for 
uur ruin have turned their backs on the principle that made America great. 

This invasion is being promoted both from within and without the borders 


rHEY DO NOT CARE WHAT HAPPENS TO THE AMERICAN ECONOMY 


Great interests, who started in America under the full protection of United 
States tariff laws, have now acquired plants and investments in Europe and 
rest of the world. While they grew great, they were protected from cheap 
nported competition. Now they have turned their coats * * * want to flood 
» United States market with goods made by cheap labor in their foreign plants. 


DO NOT BE MISLED BY PUBLICLY SHED CROCODILE TEARS 


Both domestic and foreign agents of these interests are asking you to consider 
Lo, the poor European. He can’t sell what he can make because Americans 
annot buy his products without paying a duty. Aren’t you as an American 


amed to keep your market to yourself?” 
LET'S DISCARD EMOTIONS AND LOOK AT THE HARD FACTS 


America is a rich market. With less than 7 percent of the world’s population, 
Americans own twice as many automobiles. twice as many telephones, for ex- 
imple, as all the rest of the world put together. But this did not happen because 
\ icans are supermen., 
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EUROPEAN NATIONS HAVE NEVER TRIED TO SOLVE THEIR PROBLEM 


America became a rich market because free enterprise made it possible for 
every Tom, Dick, and Harry to make money to buy homes, cars, radios, television, 
other goods that in turn furnish employment. But cartels of Europe stamped 
out free enterprise. Lack of opportunity promoted communism. It also ruined 
the ability of the European market to buy goods. 


DO YOU WANT AMERICA TO BE A EUROPEAN COLONY AGAIN ? 


We fought to break the political and economic bonds that made the Nation 
a colony of Europe. Now, European cartels, allied with a few American firms 
who have joined with them, seek to make America an economic colony of the 
European cartel system. And free political institutions cannot survive in a 
system that permits monopoly control of economic enterprise. 


rHERE CAN NEVER BE WORLD FREE TRADE WITH SLAVE LABOR 


World free trade is a great ideal But those who engage in free trade must 
be free themselves All slave labor is not behind the Iron Curtain. Behind the 
low wage curtain of European monopoly millions have no opportunity to better 
themselves or even buy the goods they make. 


OVER 99 PERCENT OF ALL AMERICANS WILL SUFFER BY: TARIFF ELIMINATION 


A mere handful, those who have plants abroad, will profit by the elimination 
of United States tariff laws. All other Americans in all walks of life will suffer 
The end of America as a prosperous hation will be but a short distance down the 
road And it is a road of no return. 


SELECT THE CATBHGORY BELOW THAT YOU FALL IN, AND JUDCE FOR YOURSELF WHAT 
ELIMINATION OF TARIFF LAWS MEANS TO YOU 


Do you depend on wages or a salary? 

Can you compete with goods flooding the country made by labor receiving $5 
per day or less? Also bear in mind, you would still have to pay your proportion 
ate share of taxes. 
ire you in the wholesale business? 

Then you know the future of your company depends on the starting of new 
retail establishments, formed by the savings of people now working on salaries 
Yet if the standard of living is forced down, there will be no savings. 


Are you a farmer? 


Past experience has shown what unlimited food imports mean to you. Your 
total collapse could only be prevented by Government farm subsidies so huge the 
imagination is staggered. 

Are you in the retail business? 


If so, you know you depend on Americans with the means to buy from you. 
You also know if those people must compete with foreign labor, they will no 


longer be customers. 
Are you a manufacturer? 

If so, you know in many lines, even if labor costs you nothing, that part of your 
overhead that is taken by taxes, by insurance, depreciation and other fixed costs, 
would still make it impossible for you to compete with cheap foreign goods. 
ire qou a government worker? 

If so, you are dependent on people paying city, county, State and Federal 


taxes. Remember this, Europeans will not pay taxes in America on goods they 
ship into this country 





LET’S QUIT BEING ASHAMED OF A STRONG AND PROSPEROUS AMERICA 


It's a common tactic today to try and make Americans ashamed of their 
standard of living as my] 1 to the rest of the world. But remember we 
have given over 30 billion in tax dollars to the rest of the world in a few short 
years. A great deal of this has gone directly to European cartels to make them 
even more powerful. World poverty is shameful, but the shame rests on the 
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ads of those who permit cartels and monopolies to keep other people in 
onomic bonds. 


TECT YOUR HOME, YOUR JOB, YOUR BUSINESS, YOUR FAMILY ; FIGHT FOR A STRONG 
AND ADEQUATE UNITED STATES TARIFF SYSTEM 


rhe more than 4,000,000 independent business firms of America, who furnish 
he majority of American employment, invite everyone to join in this battle 
protect not only a free and independent business system, but also a free and 
dependent system of farming and labor. Strong tariff laws are the only pro- 
ction you have against competition from foreign monopolies and cartels pro- 
wing with .heap labor. Remember in Europe they legalize monopolies and 
tels. Such promotes communisin. 
This message, because the issue is so important to everyone, is 
published as a public service by the National Federation of Inde 
pendent Business with the hope of developing sound public opinion. 


NATIONAL FEDERATION OF INDEPENDENT BUSINESS 


e largest individual membership of any business organization in the United 


States—a non-profit corporation 
Chicago 26, Ill.; New York 19, N. Y.; Burlingame, Calif 
Washington 5, D. C 


.; Cincinnati 2, Ohio; 


Mr. Burcer. Now, during past weeks you have heard many wit- 
esses explain the technicalities of tariffs in their romeo to While 
e hte point out that many of our members are active in the indus- 
s for which they spoke, we will not go again over intaedl they 
have so thoroughly explored. Rather we would like to give you some 
idea of the grassroots reaction of the people themselves, as they 
xpressed this reaction in letters to the Federation after reading our 
ulvertisement: 

A small manufacturer writes: 

We are not directly affected, but there are many manufacturers in this area 
vho could be affected, and a considerable number of them are our customers 
Were the free trade idea carried to the extreme, in time we too would be 
affected, as would everybody else including the employees of all industries 
It is time to force a return to Americanism in Washington. 


A small processor writes: 


Formerly the South was predominantly for low tariff or pt trade. But with 


extiles of all kinds (woolens and worsteds, lately) the largest oe in the 
heast, there is growing in this area an alarm over Te ide, Not Aid” slogan 
auto and other United States machinery exporting i! \dustries. Just as low 
res and relatively high workload in the Southeast beat the out of New 
gl: ind textile inlustry, so, in turn, the low wages, low standards of living of 


Janeane British, German, French, Czechoslovakia, India, and China, which 
ike textiles, may beat the out of the Southeastern United States textile 
iills—if the protection tariff is not raised, let alone be lowered further 


A small retailer writes: 


Now the matter of renewing the Trade Agreement Act is coming up again 
lhe President seems to favor an extension of a year running under the same 
rogram as now in effect. It is likely that, being new in office, he is treading 
his way easily. At first glance, and to many people the idea of free trade no 
doubt would look like utopia and the personification of brotherly love. How- 
ever, to those who have been in business a number of years and have seen these 
things work out in practice, it is inconceivable how this program will not even- 

ally result in demoralization for many of our industries and unemployment for 
the folks who work in such lines of industry. 


\ worker writes: 


I would like to see America wake up on foreign competition. I am only a 
orker, going on to 70 years old. Where I am employed, $125,000 could be used 
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to really make the factory a good, useful, and decent place to work in. A lot of 
improvements are needed in order to make it possible to get a good day’s work 
done, but the workers are constantly accused of low production, yet the cement 
floors are rough, the caps on sewers have been rusted so badly, that most of the 
sewers have no lids, and one could break a leg or ankle. The trucks, most of 
them, are just about ready for the junkyard. Many improvements are needed 
The United States Government has funneled out $3814 billion to Germany since 
the end of World War II, our tax money, and then Germany sends goods to the 
United States to compete with our industries, and make it impossible for us t 
keep our own plants in decent working conditions. We helped these European 
nations to battle each other: now we tax our people overwhelmingly to creat 
factories and industries over there, to let them flood America with goods, 


\ consumer writes: 

America is in great danger of losing her freedom, independence, and liberty 
Our internationalists have poured billions and billions of our taxpayers’ money 
and industries have been established, in foreign countries, and the products 
of those factories can be, and are being, funneled into America and could lead 
to our downfall. 


\ civic organization executive writes: 

Che problem of tariffs is undoubtedly one of the most troublesome that Govern 

ent has to face, and it is particularly important to a community like 
vhere one of its principal industries is faced with serious foreign competition 

Gentlemen, our members contend that we cannot hope to have a 
sound business economy unless we promote small business enterprtse 
and opportunity. We cannot hope to give employment to our people 
unless they can have the opportunity to manufacture, sell, and buy 
products in the domestic market on a fair and equitable basis. We 
look to you for the protection of these opportunities. 

Thank you for your kind attention. 

The Crarrman. We thank you very much for the fine statement. 
The information will be very valuable. 

Are there any other witnesses in the room who have not been heard 
and who wish to be heard at this time? The Chair hears none. 

The committee stands adjourned subject to the call of the Chair. 
These hearings are closed. 

( Whereupon, at 4 p. m., the committee recessed subject to the eal] 
of the Chair. ) 

The following material was submitted for the record :) 


NEW Or.LEANS, LA., Vay 18, 1953 


Care H ce Waws and Means Committee 
1OUS of R prescntatives 


rhe people of the port city of New Orleans are in favor of the President's 


ibe reign-t e policy which is being considered by the House Ways an 
Means Committee at th irre We re in favor of the renewal, without amend 
ment, of e reciprocal trade agreements and the appointment by the Presiden 
f a foreign economic policy commission to study all phases of international 
trade. We urge a strong policy for greater trade to replace aid. Our farms 
ind factories and their employees depend on exports to absorb an important pot 
tion of their production, which can only be paid for by dollars earned by ou 
neighbors when they sell us imports. You are authorized to present this message 
committee with a strong plea that no policy be respected and adopted 
\ nd liberal foreign-trade policy is a major contribution to world peace. 


De Lesseps S. Morrtson, 
Vayor of the Citu of New Orleans 
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New ORLEANS, La., May 6, 1953 
n. DANTEL A, REED, 
Chairman, House Ways and Means Committee, 
House Office Building, Washington, D. C.: 

Ve are intensely interested in the hearings taking place before the House Ways 

Means Committee on H. R. 4294 with reference to imposition of restrictions 
he extension of the Trade Agreements Act, Any action which would restrict 
movement of foreign commerce would be taken throughout the world as an 
lication that the United States is not willing to foster the freer movement of 


d commerce, and might influence our allies of necessity to increase their 
ociation with and dependence on the Communist countries. Japan and West 
ermany, as well as our other allies, face intense economic pressure to trade 
th Iron Curtain countries. The full outcome of this situation depends in a 
at measure on what the present Congress does about tariffs and other imp 
strictions. The New Orleans Board of Trade, Ltd., has adopted the follow 
statement of policy with reference to this matter: 
International trade, balanced at a high level through the exchange of goods 
d services between the peoples of nations comprising what is today termed 
e free world, is an urgent and indispensable need. When military aid is 
luced and economic aid is eliminated, a continued flow of exports from the 
United States, essential to a prosperous economy, requires that we, a great 
litor nation, act as a creditor. We must encourage imports by trading 
tably with those who have to buy from us, keeping foremost in mind the 
that our friends throughout the world who wish to remain our friends must 


ther trade or die. When we as a nation cease to give away our goods, we must 
ept goods in exchange. Restraints on international two-way trade have to 
reduced to the lowest possib'e practicable point consistent with the present 


uture overall welfare of the economy and safety of our Nation, or all efforts 
age of the world seeking peace and human freedom will meet 
th utter failure. The board of directors believes it is the duty of the New 
irleans Board of Trade, Ltd., to assume a position of leadership in efforts to 
ce, as Soon as practicable, barriers which prevent a freer flow of goods an 
ices over international frontiers And we further heartily commend an! 
lorse the action of President Eisenhower calling for an extension of the Trade 
(\greements Act in order to bring about the above most desirable results through 
e study of the entire question. We request that our views be presented to the 
embers of the House Ways and Means Committee during the hearings being 
this week on H. R, 4294, and we urge t 


s presented in our statement of policy. 


1e po itical st 





legislation be adopted along the 





a *« CocKE, 
President, the New Orleans Board of Trade, Ltd 


NATIONAL ForEIGN TrRApE Councit, INc., 
New York 6, N. Y., April 22, 19 


STATEMENT BY NATIONAL FOREIGN TRADE COUNCIL IN OPPOSTTION TO H. R. 4294 


Mr. Chairman and gentlemen of the Committee on Ways and Means, United 
States House of Representatives, Washington, D. C.: The National Foreign 
rrade Council, Ine., desires to place itself on record as opposing the enactment 
of H. R. 4294. 

The council, which was founded in 1914, comprises in its membership mar 
ufacturers, merchants, exporters, and importers; rail, sea, and air transporta 
tion interests: bankers, insurance undewriters, and others interested in the 
iromotion and expansion of the Nation's foreign commerce. 

The National Foreign Trade Council opposes enactment of H. R. 4294 because 

believes that a large and growing volume of international trade is vital to the 
conomic well-being and defense of the United States and other free nations, and 
hecause it believes that the proposed measure would seriously curtail such trade 
ind would thus imperil the efforts which the United States and its partner 
nations are making to combat actual and threatened Communist aggression 

The views of the council and of National Foreign Trade Conventions spon 
sored by it regarding the vital importance to the free world of a high and ex 
panding level of international trade have been set forth in the final declarations 
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to really make the factory a good, useful, and decent place to work in. A lot of 
improvements are needed in order to make it possible to get a good day’s work 
done, but the workers are constantly accused of low production, yet the cement 
floors are rough, the caps on sewers have been rusted so badly, that most of the 
sewers have no lids, and one could break a leg or ankle. The trucks, most of 
them, are just about ready for the junkyard. Many improvements are needed 
The United States Government has funneled out $314 billion to Germany since 
the end of World War II, our tax money, and then Germany sends goods to the 
United States to compete with our industries, and make it impossible for us to 
keep our own plants in decent working conditions. We helped these European 
nations to battle each other: now we tax our people overwhelmingly to create 
‘factories and industries over there, to let them flood America with goods. 


A consumer writes: 


America is in great danger of losing her freedom, independence, and liberty 
Our internationalists have poured billions and billions of our taxpayers’ money 
ind industries have been established, in foreign countries, and the products 
of those factories can be, and are being, funneled into America and could lead 
to our downfall. 


A civie organization executive writes: 


Che problem of tariffs is undoubtedly one of the most troublesome that Govern 
ment has to face, and it is particularly important to.a community like 
where one of its principal industries is faced with serious foreign competition 

Gentlemen, our members contend that we cannot hope to have a 
sound business economy unless we promote small business enterprise 
and opportunity. We cannot hope to give employment to our people 
unless they can have the opportunity to manufacture, sell, and buy 
products in the domestic market on a fair and equitable basis. We 
look to you for the protection of these opportunities. 

Thank you for your kind attention. 

The Crarrman. We thank you very much for the fine statement. 
The information will be very valuable. 

Are there any other witnesses in the room who have not been heard 
and who wish to be heard at this time? The Chair hears none. 

The committee stands adjourned subject to the call of the Chair. 
These hearings are closed. 

{ Whereupon, at 4 p. m., the committee recessed subject to the call 
of the Chair. ) 

Che followin ‘rial was submitted for the record :) 
NEW ORLEANS, La., May 18, 19538 


Rosas 


ans Commuttee, 
lous of R Pprese ntatives;: 
New Orleans are in favor of the President 
being consivdered by the House Ways and 
‘e are in favor of the renewal, without amend 
procal trade agreements and the appointment by the President 
onomic policy commission to study all phases of internationa 
We urge a strong policy for greater trade to replace aid. Our farms 
tories and their employees depend on exports to absorb an important pot 


their production, which can only be paid for by dollars earned by ou 
bors when they sell us imports. You are authorized to present this message 
committee with a strong plea that no policy be respected and a‘lopted 
foreign-trade policy is a major contribution to world peace. 
De Lesseps S. Morrison, 
WVayor of the City of New Orleans 
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NEW ORLEANS, La., May 6, 1953 
n. DANTEL A, REED, 
Chairman, House Ways and Means Committee, 
House Office Building, Washington, D. C.: 
We are intensely interested in the hearings taking place before the House Ways 
Means Committee on H. R. 4294 with reference to imposition of restrictions 
he extension of the Trade Agreements Act. Any action which would restrict 
movement of foreign commerce would be taken throughout the world as an 
dication that the United States is not willing to foster the freer movement of 
d commerce, and might influence our allies of necessity to increase their 
ociation with and dependence on the Communist countries. Japan and West 
ermany, as well as our other allies, face intense economic pressure to trade 
h Iron Curtain countries The full outcome of this situation depends in 2 
ent measure on what the present Congress does about tariffs and other imp 
strictions. The New Orleans Board of Trade, Ltd., has adopted the follow 
statement of policy with reference to this matter: 
International trade, balanced at a high level through the exchange of goods 
d services between the peoples of nations comprising what is today termed 
he free world,’ is an urgent and indispensable need. When military aid is 
educed and economic aid is eliminated, a continued flow of exports frour the 
United States, essential to a prosperous economy, requires that we, a great 
editor nation, act as a creditor We must encourage imports by trading 
juitably with those who have to buy from us, keeping foremost in mind the 
that our friends throughout the world who wish to remain our friends must 
ther trade or die. When we as a nation cease to give away our goods, we must 
ccept goods in exchange. Restraints on international two-way trade have to 
reduced to the lowest possib'e practicable point consistent with the present 


| future overall welfare of the e« onomy and safety of our Nation, or all efforts 


the political stage of the world seeking peace and human freedom will meet 
vith utter failure. The board of directors believes it is the duty of the New 
irleans Board of Trade, Ltd., to assume a position of leadership in efforts to 
educe, as soon as practicable, barriers which prevent a freer flow of goods an 
rvices over international frontiers And we further heartily commend an 


lorse the action of President Eisenhower calling for an extension of the Trade 
Agreements Act in order to bring about the above most desirable results through 
he study of the entire question. We request that our views be presented to tl 
embers of the House Ways and Means Committee during tl hearings being 
eld this week on H. R. 4294, and we urge that legislation be adopted along the 
nes presented in our statement of policy 
A. Cock! 
President, the New Orleans Board of Trade, Ltd 


NATIONAL ForeIGN TRApE Councin, INe., 
New York 6, N. Y.. April 22, 1953 


STATEMENT BY NATIONAL FOREIGN TRADE COUNCIL IN OPPOSITION TO H. R. 4294 


Mr. Chairman and gentlemen of the Committee on Ways and Means, United 
States House of Representatives, Washington, D. C.: The National Foreign 
Crade Council, Inc., desires to place itself on record as opposing the enactment 
of H. R. 4294. 

The council, which was founded in 1914, comprises in its membership mat 
facturers, merchants, exporters, and importers; rail, sea, and air transporta 
tion interests: bankers, insurance undewriters, and others interested in the 
romotion and expansion of the Nation’s foreign commerce. 

The National Foreign Trade Council opposes enactment of H. R. 4294 because 

believes that a large and growing volume of international trade is vital to the 
economic well-being and defense of the United States and other free nations, and 
hecause it believes that the proposed measure would seriously curtail such trade 
and would thus imperil the efforts which the United States and its partner 
nations are making to combat actual and threatened Communist aggression 

The views of the council and of National Foreign Trade Conventions spon 
sored by it regarding the vital importance to the free world of a high and ex- 
panding level of international trade have been set forth in the final declarations 
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tion of many such conventions. For example, the 39th National Foreign Trade 
Convention, which was held in New York City in November 1952, and which wis 
attended by more than 2,000 delegates representing foreign-trade and invest 
ment interests from all sections of the country, in its final declaration stated: 

“Production and more production; trade and more trade; these are, today 
more than ever essential to the security and well-being of the peoples of the fre 
world. A great expansion in the volume of international trade is vitally neces 
sary to assure the movement of strategic materials to the points where they ar 
needed for defense, and, through the movement of other materials and goods, 1 
enable the maintenance and development of national economies capable of pri 
viding the means for higher living standards. 

‘The vital need for expanding international trade is one which all [ree nation 
share. To the extent that this need is met, industrially advanced countrie 
will acquire from abroad the essential raw materials and the other products the 
lack, and will find outlets for the surplus production of their farms and factories 
And, by the same token, underdeve oped countries will increase the exports ot 
their raw materials and other products and will import, in consequence, the capita 
equipment and consumer goods essential to the development of their ec: nomies 
and the improvement of their living standards. 

“It is through increased production and wider consumption, as the theme of 
this convention asserts, that we shall have a better world. And it is throug! 
international trade, on a vast and increasing seale, that the full fruits of this 
process will be realized.” 

The 39th National Foreign Trade Convention called for energetic efforts by 
the United States Government toward the attainment and maintenance of an 
international trading system, multilateral in character, free of discriminations 
and burdensome restrictions, and affording access on substantially equal terms 
to materials and markets. 

As means to the attainment of an international trading system of the charac 
ter described above, the 39th National Foreign Trade Convention made the 
following recommendations : 

That the United States Government take vigorous action, through the trade- 
agreements program and through other means at its disposal, to secure the 
reciprocal reduction of any tariff rates which may still be excessive and the 
elimination of other barriers to a free flow of world commerce. 

That the Trade Agreements Act, which expires on June 12, 1953, be renewed 
and extended substantially in its present form for a period of 3 years. 

That there be no imposition of any new tariff duties, import taxes, or other 
devices designed to increase the impediments presently existing against the flow 
of imports into this country. 

That our Government take immediate action to remove all specially legislated 
import taxes (as distinct from tariff duties), all unwarranted sanitary regula 
tions, and all other subterfuges designed to check the flow of imports. 

As has been indicated, American foreign traders and investors see a need for a 
large and expanding volume of imports of foreign products into the United States 

In their view, this is necessary not only in order to provide this country with 
the scarce strategic and other essential materials it must have to meet its defense 
and civilian needs. It is also necessary in order to provide other free nations 
with the dollar exchange required for the purchase of products they need from 
us to build up their military defenses and strengthen their economies, and to 
enable them to absorb the surplus production of American farms and factories. 

The National Foreign Trade Council considers H. R. 4294 inimical to the 
defense and foreign-trade objectives as proclaimed by the 39th National Foreign 
Trade Convention. The proposed measure would not only result in drastic 
restrictions on imports of foreign products into this country, but it would involve 
an objectionable transformation in the character and functions of the United 
States Tariff Commission. The bill would also make other important changes 
in the Tariff Act of 1980 and in other legislation designed to restrict the flow of 
foreign goods into this country 

Among the most restrictive features of H. R. 4294 are those relating to the 
peril-point and escape-clause provisions of the Trade Agreements Extension Act 
of 1951 Under that act, before entering into any proposed foreign-trade agree- 
ment under section 350 of the Tariff Act of 19830, as amended (the section relating 
to trade agreements), the President must furnish the Tariff Commission “with a 
list of all articles imported into the United States to be considered for possible 
modification of duties and other import restrictions, imposition of additional 











import restrictions, or continuance of existing customs or excise treatment.” 
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Che act requires the Tariff Commission to “make an investigation and report to 
the President the findings of the Commission with respect to each such article as 
to (1) the limit to which such modification, imposition, or continuance may be 
extended in order to carry out the purpose of such section 350 without causing 
wr threatening serious injury to the domestic industry producing like or directly 
competitive articles; and (2) if increases in duties or additional import restric 
tions are required to avoid serious injury to the domestic industry producing like 
r directly competitive articles the minimum increases in duties or additional 
import restrictions required.” 

Under the Trade Agreements Extensjon Act of 1951, if the President enters 
nto a trade agreement which provides for modification of duties or other import 
restrictions, imposition of additional import restrictions, or other treatment in 
excess of the limit to which the Tariff Commission finds such treatment could be 
extended “without causing or threatening serious injury to the domestic industry 
producing like or directly competitive articles,” or which fails to effectuate the 
nerease in duties or additional import restrictions or other treatment found 
ecessary by the Tariff Commission to prevent such injury, the President is re- 
juired to send a message to Congress explaining the reasons for his action or 
failure to act, aS the case may be. 

Changes made by H. R. 4294 could result in drastic restriction, if not virtually 
omplete exclusion, of imports of affected foreign products. H. R. 4294, for ex- 
ample, instead of making the criterion for determining a peril point for a particu- 
lar article the limit beyond which an affected domestic industry might suffer 
or be threatened with serious injury, provides that the peril point shall be fixed 
at a limit to which tariff or other treatment might be extended by this country 
without causing or threatening unemployment of or injury to American workers, 
miners, farmers, or producers, producing like or competitive articles, or impair 
ment of the national security.” 

hus, the objective, under H. R. 4294, would be to fix the peril point so high that 
no imports of an article on which a United States trade agreement concession 
had been granted could be made if such imports caused or threatened, not serious 
injury to an affected domestic industry, but unemployment of or any degree of 
injury to American workers, miners, farmers, or producers, producing like or 
competitive articles. It should be noted, further, that the actual or threatened 
unemployment of or injury to such American workers or producers would not be 
limited to those cases in which the imported article was directly competitive 
with the affected domestic article. Even if the imported article were in a higher 
quality or price classification and, consequently, offered only the slightest com- 
petition with the domestic article in question, its importation could be seriously 
curtailed or excluded. 

A further evidence of the restrictive character of H. R. 4294 is a provision tak- 
ng away the right of the President, with due explanation to Congress, to enter 
into trade agreements containing concessions exceeding the peril points fixed by 
the Tariff Commission, or to refuse to provide in such agreements for the in 
creased protection found necessary by the Tariff Commission to prevent actual 
or threatened serious injury to domestic industries. 

The escape-clause provisions of the Trade Agreements Extension Act of 1951 
provide for investigation by the Tariff Commission to determine whether any 
article on which a trade-agreement concession has been granted by this country 
is, as a result, in whole or in part, of such concession, “being imported into 
the United States in such increased quantities, either actual or relative, as to 
cause or threaten serious injury to the domestic industry producing like or 
directly competitive products.” 

The 1951 act provides that if, as a result of such investigation, the Tariff 
Commission finds evidence of actual or threatened serious injury to an affected 
domestic industry, the Commission “shall recommend to the President the 
withdrawal or modification of the concession, its suspension in whole or in 
part, or the establishment of import quotas, to the extent and for the time 
necessary to prevent or remedy such injury.” The President may carry out 
the recommendations of the Tariff Commission, either with or without modifi- 
cation, or he may refuse to grant any relief to the affected domestic industry. 
In the latter event, however, he must submit a report to the House Committee 
on Ways and Means and to the Senate Committee on Finance giving reasons 
for his action or failure to act in such case. 

H. R. 4294 would make the same sort of restrictive changes in the language 
of the above-quoted escape-clause provisions of the Trade Agreements Exten- 
sion Act of 1951 as are provided for in the peril-point provisions, discussed 
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For example, instead of providing, as does the Trade Agreements Kix 

on Act of 1951, that relief 
fiting from a United States trade-agreement concession is “being imported 
United States in such increased quantities, either actual or relative, 
“iten serious injury to the domestic industry producing like 

npetitive products,” K 
in question is “being imported into the United States in such 
(either actual or relative) or under such conditions as to 
I unempl 8 f or injury to American wo kers, miners, 
preducers, producing like or competitive products, or impairment of 
rity 


be extended only in cases where an article 


be noted from the above-quoted provisions of H. R 294, the proposed 
d leave n »>choice, but vw ild re juire t 


ie Withdrawal or modification 


d States trade agreemer mcession if there is the slightest degree of 


ed domestic industry due to such concession 
the imported a le uld not need to be directly competitive with 
ffected domestic article or eve be in the same class as regards variety, 
or price range 
uuld be noted also that H. R. 4294 provides that, in its recommendations 
» President for relief of a domestic industry in an escape clause proceeding 
ariff Commission “shall not be limited” by a provision of the existing Trade 
reements Act which states: “No proclamation shall be made increasing or 
asing by more than 50 percent any rate of duty, however established, exist 
on January 1, 1945 (even though temporarily suspended by act of Congress) 
transferring any article between the dutiable and free lists.’ 

rhe foregoing provision of H. R. 4294 apparently would mean that, if a United 
tates tariff rate had been cut in any trade agreement since January 1, 1945, the 
uld be increased by Presidential action in an escape-clause pro 

amount up to the level provided in the Tariff Act of 1930, 
noted that H. R. 4294 would take from the President his present 
the adi il tion of the escape clause. Under the 
ound by the findings of the 
it chance 
discretionary authority which the Pres 
sin the tral of other restrictive legislation For example, 
he Agricultural ient Act authorizes the President, following 
tion and report by the Tariff Commission, to impose fees not exceeding 


its recommendations withou 


alorem or quantita » limitations on any article of import if he 
»is “b ) practically to be imported into the 
such cond ns and il h quantities as to render ineffes 
terfere h, any program or operation undertaken 
ates Depat ent of AgricuHure with respect to any agriculturi 
r product thereof * * *,” 
indicated, the President’s authority under existing section 22 of the 
al Adjustment Act is discretionary. H. R. 4294, however, would make 
nd recommendations of the Tariff Commission in proceedings under 
binding upon the President and would require that he carry out the 
mmendations of the Commission without change. 

H. R. 4204 would make a similar change regarding proceedings under section 
66 of the Tariff Act. This is the section of the Tariff Act which empowers the 
President to increase or decrease by 5V percent the tariff rate on any article of 
import if he finds, on the basis of investigation and report by the Tariff Commis 

that such action is necessary equalize differences in costs of production 
between domestic and foreign producers of such article. As indicated, the 
authority 1e President under existing section 336 of the Tariff Act is discre- 
tionary inder H. R. 4204 the President would be required to implement 
Without chi » any recommendations made by the Tariff Commission pursuant 
to section 336 

rhe authority of the President to impose fees and to apply quantitative restric- 
tions on imports, conferred under section 22 of the Agricultural Adjustment Act, 
was placed beyond the power of nullification through any trade agreement by 
the Trade Agreements Extension Act of 1951. That act states that “no trade 
agreement or other international agreement heretofore or hereafter entered into 
by the United States shall be applied in a manner inconsistent with the require- 
ments of this section.” 

H. R. 4294 would likewise remove the authority conferred under section 336 of 
the Tariff Act from nullification by any trade agreement. This would be done 
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by repeal of a provision in the original Trade Agreements Act of 19384, which 
reads as follows: “The provisions vf section 336 of the Tariff Act of 1930 shall not 
ipply to any article with respect to the importation of which into the United 
States -a foreign trade agreement had been concluded pursuant to this act, or to 
ny provision of any such agreement.” 

H. R. 4294 contains a number of other provisions which would be highly 
estrictive of imports of foreign products into this country. Two of these 

squire special nention., One is the provision for the establishment, in addition 
to tariff duties or taxes now imposed by law, of special duties on lead and zine 
rroducts, such duties to be exempt from modification or suspension by the opera- 
tion of any trade agreement or otherwise. 

Under H. R, 4294, special additional duties would be imposed on lead and 
ead pigments, lead ores and concentrates, zine and zine oxides, and zinc ores 
and eoncentrates, Such additional duties would be designed to equalize, during 
ny calendar quarter, the difference between the domestic market prices of these 
products and the base prices for such products as determined by the United 
States Secretary of the Treasury 

In the opinion of the National Foreign Trade Council, the foregoing provisions 
for special additional duties on lead and zine products are objectionable not 
nly on grounds of principle, but also because they would prove extremely 
estrictive of imports of these products into the United States. 

rhe other highly restrictive feature of H. R. 4294 referred to above is its 
rovision for the imposition of import quotas on crude petroleum and residual 
fuel oil. This provision would limit the total quantity of crude petroleum and of 
products derived therefrom which may be imported into this country in any 
calendar quarter to 10 percent of the domestic demand for all petroleum oils in 
the United States for the corresponding quarter of the previous year. The pro- 
sed measure also provides that the total quantity of residual fuel oil which may 
be imported into this country in any calendar quarter shall not exceed 5 percent 

the domestic demand for residual fuel oil in the United States for the cor- 
responding quarter of the previous year. 

The National Foregin Trade Council is strongly opposed to the foregoing pro- 
visions both on grounds of principle and also because of the effects they would 
have on the economies and defense efforts of the United States and other free 
nations. Because of their unduly restrictive effect on international trade, the 
Council believes that import quotas and other quantitative restrictions are, as a 
general proposition, undesirable means of affording protection for domestic 
ndustries either in the United States or in other countries. 

The Council further believes that the proposed import quotas on crude petro- 
eum and residual fuel oil would not only cause serious injury to the economies 
of many oil-producing countries but would also constitute a grave threat to the 
supplies of oil which are needed to maintain our own economy and to carry out 
the defense programs of the United States and cooperating free nations 

Such quotas are also in contravention of commitments entered into by the 
United States under the General Agreement on Tariffs and Trade (GATT), and 
under bilateral trade agreements. 

Aside from the objections to H. R. 4294 outlined above, the National Foreign 
Trade Council is also opposed to the provisions in the proposed measure for 
transforming the character and functions of the Tariff Commission. H. R. 4294 
provides for reconstitution of the Tariff Commission as a seven-man organization 
and making it, in effect, a decision-making as well as a fact-finding body. 

The council strongly endorses the position respecting the Tariff Commission 
taken by the 34th National Foreign Trade Convention, he'd in 1947. Taking note 
of proposals current at that time for changing the Tariff Commission into a For 
cign Trade Board and giving it certain policymaking and administrative fun 
tions, the 1947 convention declared : 

“The convention is irrevocably opposed to any change in the functions of the 
United States Tariff Commission which would seek to reconstitute the Commis 
sion as a Foreign Trade Board. The Tariff Commission finds its usefulness as a 
bipartisan, fact-finding body, and from the excellence of its objective statistical 
and economic analyses. Its assumption of policymaking or executive functions 
could serve no useful purpose.” 

H. R. 4294 would have restrictive effects on international trade far beyond 
those pointed out above. Its escape-clause provisions are greatly at variance 
with the escape-clause provisions of the General Agreement on Tariffs and Trade, 
and any widespread application of the escape-clause provisions of H. R. 4294 
would result in extensive withdrawal of concessions made by the United States 
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under GATT and under numerous bilateral trade agreements. Such a conse- 
quence, combined with the restrictive effects of other provisions of H. R. 4294 on 
nternational trade, could lead to an end to GATT and to the bilateral trade 
agreements which the United States now has with a number of other countries. 
Furthermore, the unduly restrictive peril-point provisions of H. R. 4294 would 
make it difficult, if not impossible, for the United States to secure any effective 
reduction of excessive tariff rates and other barriers to international trade 
through the negotiation of new trade agreements 

In view of the foregoing and other considerations set forth in this statement, 
the council respectfully urges that the Committee on Ways and Means do not 
approve H. R,. 4294. The council urges instead that the committee recommend 
renewal and extension of the Trade Agreements Act substantially in its present 
form for a period of 3 years. 

We request that this statement be made a part of the official record of the 
hearings of your committee. 

Respectfully submitted. 

Ropert F. LORER, 
Chairman, National Foreign Trade Council, Inc. 


STATEMENT OF THE COUNCIL FOR SOCIAL ACTION OF THE CONGREGATIONAL CHRISTIAN 
CHURCHES TO THE House WAYS AND MEANS COMMITTEE REGARDING H. R. 4294 


Mr. Chairman and members of the committee, the Council for Social Action of 
the Congregational Christian Churches desires -to file this statement strongly 
supporting the extension of the Reciprocal Trade Agreements Act for a period 
of at least 1 year without further restrictions or revisions. If amendments are 
to be made we urge that they be in the direction of removing the “peril points” 
provision rather than making them mandatory, and removing the “escape 
clause.” 

The Council for Social Action is composed of a board of 18 persons elected 
by the General Council of the Congregational Christian Churches which is the 
representative body of over 6,000 churches and 1,100,000 members. The Coun- 
cil for Social Action has been given the responsibility by the general council 
of helping the individual churches make the Christian gospel more effective in 
society in the areas of international relations, race relations and economic 
affairs According to our policy each individual church and each national 
hoard speaks only for itself. 

Meeting in Grinnell, lowa, in 1946, the General Council of our Congregational 
Christian Churches called for action to: 

“Promote international economic and trade relationships which will further 
world commerce and reduce barriers-to the exchange of goods; discourage im- 
perialism and commercial exploitation of colonial peoples, while aiding the de- 
velopment of their economic resources by the extension of technical assistance 
and long-term credit.” 

And in 1948, the general council reaffirmed its support of increased world 
trade: 

“We endorse the principle of removing barriers to world trade in the interest 
of a more prosperous and just economy, and we therefore call upon the next 
session of the United States Congress to reconsider the action of the 80th Con- 
gress of renewing the reciprocal trade agreements program for a 3-year period, 
with removal of restrictive amendments incorporated in the act as approved 
by the 80th Congress. We likewise support American participation in the In- 
ternational Trade Organization.” 

The Council for Social Action is convinced that our national security and our 
mutual security would be strengthened by extension of reciprocal trade. We 
have provided discussion materials which are being used by more than 200 
chureh groups in our fellowship. It is our belief that our Nation needs to im- 
port many minerals and raw materials for our defense program. Some of 
these we could purchase at considerable saving to our armed services if the 
tariffs were reduced. Furthermore, the alternative to more and more foreign 
aid is to increase trade with foreign countries through reduction of tariffs. In 
this way we help maintain the economic strength of our indispensable allies at 
the same time we enjoy the benefits of increasing trade. 

We strongly urge the extension of reciprocal trade agreements for a period 
of at least 1 year without restrictions upon the powers of the President or the 
addition of reservations which would increase tariffs or restrict foreign trade. 
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STATEMENT BY THE PRESBYTERIAN CHURCH, UNITED STATES OF AMERICA, FOR THE 
IEARINGS ON H. R. 4204 BeEFoRE THE WAYS AND MEANS COMMITTEE OF THE 
[OUSE OF REPRESENTATIVES IN SUPPORT OF THE EXTENSION OF THE RECIPROCAT 

ADE AGREEMENTS PROGRAM WITHOUT CRIPPLING AMENDMENTS, MAY 18, 19538 


recognition of our obligations of world leadership, we believe our reciprocal 
le program presents opportunities for effective action on our part toward the 
omic well-being of all nations and the attainment of world peace 
esident Eisenhower, speaking recently in New York and referring specifically 
ie necessity for the United States to accept larger imports from other coun 
s, said: “We are working from the position of enlightened self-interest, while 
wing that we, the greatest industrial power on earth, could not succeed 
ess we have trade with other nations.” 
\Ve wish to call to your attention the official position taken by the General 
embly of the Presbyterian Church, United States of America, on this subject 
trade agreements. 
Che 160th General Assembly, meeting in Seattle, Wash., June 1948, declared 
We recognize that a peaceful and durable world order can be established only 
on a sound economic foundation, one that offers the peoples of the world 
opportunity to meet at least the minimum necessities of life. Assistance to 
eign countries through the European recovery program and other financial 
isures is of basic importance, but this will ultimately be in vain unless ac 
panied by an opportunity for other nations to sell goods to America equal 
value to those they buy from us and to the money lent them by the United 
tes. Consequently, we look with alarm upon the attempts of certain pressure 
ups to modify the reciprocal trade agreements so as to nullify future steps 
ard freeing international trade. The determination of powerful and inter 
ed economic groups within the United States to gain special tariff considera 
s one of the greatest domestic threats to the stabilization of world economy 
e denial of trade with any country will imperil mutual understanding and 
1] human relations, and will not promote peace, world order, and Christian 
owship.” 
Respectfully submitted. 


I 
} 
i 


CLIFFORD PARLE, Necretary, 
De partine nt of Social Education and Action, Presbuterian Church, U.S. A 


DEPARTMENT OF STATE, 
Wasington, D. C., May 22, 1953. 
e Honorable DANTEL A. REEp, 

Chairman, Committee on Ways and Means, 
House of Re prese ntatives. 
My Dear Mr. Reep: In recent weeks the governments of foreign countries 
ch would be affected by the special commodity provisions of the Simpson bill 
R. 4294) have communicated to the United States Government their concern 
er the possibility that these provisions may be enacted. 
\ number of governments have presented their views informally in the course 
conversations with Department of State officials in Washington or United 
es diplomatic representatives abroad. Among these is Venezuela, the country 
se interests would be most affected by the bill's oil provisions. The foreign 
er and other high officials of the Venezuelan Government have repeatedly 
phasized to the United States Ambassador the grave consequences which the 
posal to restrict oil im oorts would entail. Representatives of the Canadian 
Government in Washingi hove given the Department similar direct expressions 
concern over the proposed sliding tariff on lead-zinc imports, as have repre 
itatives of other affected governments 
In addition, the Department has received formal notes with respect to the 
pson bill from the Governments of Peru and of Mexico. Mexico, which would 
affected by both the proposed lead-zinc tariff and the proposed restrictions on 
roleum imports, has submitted notes on each of these matter The Peruvian 
te deals with the effects which a sliding lead-zine tariff, such as is provided 


the Simpson bill and the Dawson bill (H. R. 4320) would have on Peru’s 
momy, 

am enclosing copies of these several notes, in the belief that the committee 
iy find them helpful in evaluating the effects upon friendly countries of the 
ind lead-zine provisions of the Simpson bill. 


Sincerely yours, Truruston B. Morton, 


issistant Secretary. 
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Copy 
PERUVIAN EMBASSY 


WASHINGTON 6, D. ¢ 
MEMORANDUM 


Further to the official representations that IT made when I called on you or 
16th of April, regarding lead, zinc, tuna, wheat and other matters of great 
nterest to my country, I ish to express below the views of my Government 

nnection with the proposed legislation on lead and zine. 

The Peruvian Government is gravely concerned over the possibility that the 
Convress of the United States may enact into law certain proposals now being 
made for a sliding scale import tariff or flexible duty on lead and zine. Ar 
example of such proposed legislation is contained in a bill introduced in tl 





House of Representatives on March 30, 1 . by Hon. Richard H. Simpson, o 
Vennsvivania The number of the Simpson bill is H. R. 4294. 








The provisions of this bill regarding lead and zinc have been summarized by 
Mr. Simpson as follows: 

Lead and zinc —The bill provides for a sliding seale stabilization import tay 
on lead and zine The base price of lead and zinc upon which the tax is to be 
determined is 15% cents, but adjusted periodically with the Bureau of Labor 
Statistics Index of Primary Market Prices for Commodities other than farm 
and food In the case of metal, the proposed tax is.1 cent plus 1 cent per pound 
for each 1 cent the market price is below the base price. For ores and concen 
trates the tax is .7 cent per pound for lead content and .6 per pound for zin 
content 

“No tax applies when the domestic market price equals or exceeds the adjusted 





ise price of 1514 cents per pound.” 
A similar proposal is contained in a bill introduced in the House of Repre 





sentatives on the same day by the Hon. William A. Dawson, of Utah, H. R. 4820 
to provide what is called in this bill a “flexible duty” on the importation of lead 
and zine 

The Peruvian Government is convinced that the injury to the mining industries 
in friendly Western Hemisphere countries, such as Peru, would be far greatet! 
than anv possible benefit to the mining industry of the United States from the 
proposed legislation. Some of the reasons that have led my Government to this 
conclusion may be brielly stated as follows 

(1) At the 1952 volume of exports to this country, the proposed tax would cost 

e Peruvian producers of lead and zine about $6,776,000. This can be readily 
uppreciated from the following figures based on 1952 exports: 








LEAD 


In slabs 


Ce) 
jase price . 15) 
Market price 13) 


D:fference ssl a ak 2 
This is equivalent to $60 per ton, or a total tax of $2,500,000 on the 42,000 tons 
exported 
Concentrates 
The proposed tax (70 percent) is equivalent to $42 per ton, or at total tax of 
$1,176,000 on the 28,000 tons exported 
ZINC 
In slahea 
Cents 
Base price . 16% 


Market price 


Difference 


Proposed tax: 5% cents (1 cent plus 41% cents). 
Chis is equivalent to $110 per ton, or a total tax of $176,000 on the 1,600 tons 
exported. 
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ycentrates 
rhe proposed tax (60 percent) is equivalent to $66 per ton, or a total tax of 
$2,904,000 on the 44,000 tons exported. 

2) Peru, during the last war, supplied large quantities of lead and zine 
» the United States, in order to help in the war effort. Huge capital invest- 

ents were made for this purpose, The proposed law, however, would make 

almost impossible for Peru to sell these raw materials in the United States. 
or example, the present price of Peruvian zine is 11 cents a pound f. o. b. 
Kast St. Louis, Ill. This zine, under the proposed legislation, Would be subject 
»a tax of 5% cents per pound. Hence, the Peruvian producer would receive 
ily 5% cents gross per pound for his zinc, a price which does not even cover 
present transportation, smelting, and refining expenses of 844 cents per pound, 
lhe lot of the Peruvian lead would not be much better. 

(3) It is evident that the proposed tax would exclude Peruvian zine and 
ead from the American market. This situation would immediately affect our 
foreign trade and national economy. First, this would bring about the forced 
hutting down of the mines in the Andean region, with the attendant unemploy- 
ment of thousands of workers who will not be able to find jobs in other indus- 
tries. Secondly, the loss of about $46,555,000 in dollar exchange, which was 
the value of our lead and zine exports in 1952, would tend to reduce the volume 
f our imports from the United States. In this respect, the proposed legislation 
seems to run counter to the announced policy of the present administration of 
trade, not aid.” 

(4) On the other hand, sliding-scale tariffs would lead to violent fluctuations 
n the prices of lead and zine. Supplies would be withheld from the United 
States market when the price is low and the tariff is hich, and unusually large 
shipments would come into the United States when the reverse is the case. 
his alternating condition of feast and famine would work to the disadvan- 
tage, in the long run, of both the consumers in the United States and the pro- 
ducers outside the United States. Logically, such conditions would discourage 
the investment of capital by United States nationals in such countries as Peru, 

here large undeveloped potential supplies are believed to exist. The effect 
of this violent fluctuation in prices might be magnified and accelerated in the 
economy of countries which are the source of supply in the United States for 
irge quantities of these important raw materials. 

(5) The proposed legislation admittedly might result temporarily in higher 
prices for lead and zine in the United States. But if the effect were to encourage 
he use of substitutes for these metals, the long-range result would be distinctly 
harmful to the lead and zine industry everywhere. 

For these reasons, the Peruvian Government expresses the hope that the 
Congress will not see fit to adopt the proposed legislation and that the De- 
partment of State will exercise its good offices toward this end, in order to 
vard off this serious threat to the very existence of the Peruvian lead and zine 
industry. 

WasHineton, D. C., April 24, 1953. 


DC/R file : 411.233/4—-2453 





DEPARTMENT OF STATE, DIVISION OF LANGUAGE SERVICES 


(Translation) 
IoMBASSY OF MEXICO: 

The Ambassador of Mexico presents his compliments to His Excellency the 
Secretary of State and has the honor to inform him of his Government's concern 
over the part of the Simpson bill (H. R. 4294) which refers to the establishment 
of a graduated rate of duty on imports of lead and zine. 

A very serious aspect of the proposed rate is that the tax increases as the price 
quotation for the respective metal goes down. Under these circumstances, the 
Mexican producer's situation will become doubly aggravated. In the case of 
quotations for lead and zine a few cents lower than present prices, say $0.09 
per pound, the proposed duty will affect Mexican production of lead and zine 

0 deeply that it will force the closing of many mines, with serious damage to 
the economy of Mexico. 

The United States Government is not unaware of the following circumstnces : 

1. Mexican production of lead and zine is exported almost entirely to the 
United States and constitutes the most important branch of the Mexican mining 
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industry. Moreover, the mining of lead and zine produces considerable amounts 
of gold, silver, copper, and cadmium, so that the proposed rates on lead and zin 
wil ail the metals which constitute essentially the mining production oj 
Mexice 

2. At the recent quotations for lead and zinc, 134% cents (United States cur 
reney) per pound in New York and 11 cents (United States currency) per pound 


in East St. Louis, respectively, it is estimated that the proposed duty will cause 
i: reduction of 103 million pesos in the value of Mexican production of these 2 
metals, which amount will go to the United States Government and of which 
amount the Mexican mining industry would lose about 88 million pesos and the 
Government of Mexico 20 million pesos, through the drop in tax collection. 


3. kyven though more than 8O percent of Mexican production of lead and zine 
comes from mines controlled by American companies, the unfavorable effect of 
the closing of these mines or the reduction of their activities would fall almost 


100 percent upon Mexican workers, creating unemployment which would un 
doubtedly have repercussions on the general economy of the country. 

+. Mining in Mexico is of great importance to the industrial development of 
the United States and this is shown by the cooperation which Mexico has received 
from this country in the search for and development of Mexican mining resources 
5. Should the United States put into effect the increased duty on imports of 
lead and zine, it is unquestionable that the price in other world markets will 
decrease in proportion to those duties, because this country’s normal consump- 
tion of world production will be eliminated, and it will be found detrimental to 
Mexico to attempt to divert its production of lead and zine to other markets. 

6. Lead and zine occupy second and third place among Mexico’s exports. Inthe 
year 1952, exports of refined lead amounted to 635,828,012 Mexican pesos and 
those of zinc, in ore and concentrates, amounted to 411,091,305 Mexican pesos 
Should the proposed increases in import duty on these metals be put into effect, 
Mexico's exports would decrease considerably and would cause not only a pro- 
portional decrease in the purchases that Mexico would make in the United States, 
but also serious dislocations in its balance of payments the scope of which it is 
lifficult to foresee. 

7. During the last World War, Mexico contributed to the cause of the demo 
cratic nations by sending, at ceiling prices fixed by the United States, lead, zinc, 
and all kinds of metals, a situation which continued until a few months ago, dur- 
ing the emergency period caused by the war in Korea. 

8. Mexico has been supplying scarce strategic materials to the United States, 

ich as cadmium, fluorite, and others, allowing their exportation at normal 
rates and even reducing them, as in the case of fluorite. 

9. When in past months the United States urgently demanded lead and zinc, 
the Mexican tax rates remained unchanged, notwithstanding that the prices of 
these metals in European markets were higher than the ceiling prices fixed by 
the United States, where practically the entire Mexican production of metals 





was sold. Mexico did not resort to the expedient of requisitioning the metals 
from the companies in order to gain the advantage which the difference in price 
meant 


Che Ambassador of Mexico sincerely trusts that His Excellency the Secretary 

State will accord friendly consideration to the points set forth in this note and 
that careful examination of them will lead him to the conviction that the pro 
posed increase in import duties will not only have repercussions on the economy 
of a country which, like Mexico, is glad to maintain and expand its trade rela- 
ions with the United States, but also almost certainly affect, to the detriment of 
the two Republics, those relations, which constitute a valuable factor of cooper 
ation between Mexico and the United States of America. 


> 


WASHINGTON, D. C., April 30, 1953. 





Los ANGELES CHAMBER OF COMMERCE, 
May 13, 1958. 


Hon. DANtreEL A. REED, 
Chairman, House Ways and Means Committee, 
House Office Building, Washington, D. C. 
Dear REPRESENTATIVE REED: In connection with the current hearings of the 
Ways and Means Committee on the Reciprocal Trade Agreements Act, we would 
like to submit the views of this chamber. 
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ter considerable study and discussion, the board of directors of the Los 
eles Chamber of Commerce has again voiced its approval of the reciprocal 
le agreements program and has specifically gone on record as favoring the 
nsion of the present act for at least 1 year. Now, as in the past, this chamber 
orts in principle the reciprocal trade agreements program with retention of 
legitimate safeguards of domestic industries, agriculture, and labor. 
We hope your committee will see fit to report out favorable legislation extend 
the Trade Agreements Act for another year without crippling amendments. 
We would appreciate your incorporating this letter in the hearings record. 
Sincerely, 
R. M, Hacen, President. 





FALO CHAMBER OF COMMERCE STATEMENT ON H. R. 4294 To ExteNp THE TRADE 
AGREEMENTS ACT AND FOR OTHER PURPOSES 


Chis bill, extending the Trade Agreements Act for another year, would so 
strict the President’s power to negotiate tariff agreements that it would 
do many years’ past work of developing our present system of flexible tariffs. 
In making mandatory the Tariff Commission’s recommendations on the “peril 
int” system and the “escape clause” provisions, the bill could severely hamper 
» “trade, not aid” policy upon which European nations are depending for their 
momic rehabilitation, 

by imposing mandatory duties on lead and zine and by setting a quota system 

the importation of petroleum products, the bill would hinder trade agree 

nuts from being concluded which under our present laws could be based on 
hanging conditions. 

The Reciprocal Trade Agreements Act should be extended for a substantial 
riod of time but without such extreme conditional restrictions. 


SAN FRANCISCO CHAMBER OF COMMERCE, 
San Francisco 4, Calif, May 8, 1953. 
fon. DANIEL A. REED, 
Chairman, Ways and Means Committee, House of Representatives, 
House Office Building, Washington, D. C. 


My Drar Mr. REep: We have just learned that your committee has commenced 
hearings on the renewal of the Reciprocal Trade Agreements Act. We wish to 
take this opportunity to make our views known to your committee. The World 
rade Association of this chamber of commerce concurs in the views expressed 

rein 

rhe subject of reciprocity in trade originated in this chamber of commerce 

1 1932. Since that time we have consistently supported a liberal trade policy 

nd a continuation of the reciprocal trade agreements program as we have felt 
it this is a proper procedure to secure the reduction of excessive tariffs and 

p in the removal of trade barriers including quotas, exchange, and other 

ntrols. We are confident that the reciprocal trade agreements program has 
chieved these objectives and must be maintained on as liberal a basis as possible. 

Since January 1, the chamber’s world trade committee and World Trade Asso 

ition have given extensive study to a revision of our chamber’s policy state 

ent of 1944 and this revision has just been completed and approved by our 
irectors. In its present mimeographed form the document is too lengthy t 
submit to your committee for its consideration, but we are attaching a sum 
mary of the various subjects covered in our current declaration as compared with 

at issued in 1944. 

We have taken from our current declaration the full statement with regard 
o reciprocal trade agreements and the general agreement on tariffs and trade 
In this statement it will be observed that we recommend a continuation of the 
trade agreements program for at least a 4-year period, preferably without expira 
tion date and in its present form. We feel this is necessary in order to main 
tain a continuity in our international trade policy to assure the European coun 
tries in particular that our trade policy is long range and not subject to short 
term changes motivated perhaps by political expediency which result in lack of 
onfidence on their part. 

We are aware that President Eisenhower has requested an extension of thy 
rade Agreements Act in its present form for 1 year to permit full and com 
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? 
plete study of all phases of the program, its objectives and operations. W< 
ire in accord with the President's desire 

We so recommend that the escape-clause and peril-point provisions, which 
have been operating as a means of curtailing prompt action under the trade 
agreements policy, be reviewed with a view to simplifying procedures and the 
ivoidunce of delays in administration of the act his will be accomplished in 
the study proposed. 

Present legislation before you appears to add additional amendments which 
in effect may make the trade agreements program less effective. Without going 
into detail on these we urge that your committee endeavor to keep in mind 
the efficient administration of the act and the reaction abroad to additional 

mendments that may make the principle of reciprocity ineffective and the ad 

inistration of the act more cumbersome 

Many proposed revisions require mandatory actions on the part of the Presi 
dent, thus limiting the freedom of the executive branch to act in matters which 
have an overall bearing or influence on our foreign policy as a whole. It appears 
these new restrictive amendments are designed to defeat the purpose of the 
Reciprocal Trade Agreements Act. The President has already expressed his 
opposition to the several mandatory provisions. The provisions to establish 
quotas on imports of petroleum appears unnecessary especially on the Pacifi 
coast where current production and stocks of crude are at a minimum and 
such imports have been necessary for some time Furthermore, such restrictions 
of imports may seriously affect the economies of such countries as Venezuela 
and Indonesia by restricting their ability to earn dollars needed to pay foi 
essential equipment and supplies purchased in the United States. 

Attached please find editorial and cartoons on this subject, which appeared 
in the San Francisco News (Scripps-Howard) of April 29 and 30, which we would 
l have made a part of the record 

We shall appreciate your consideration and that of the committee regarding 
these recommendations 

Very truly yours, 


ike to 


J. W. Mareirarp III, President 


CHAMBER OF COMMERCE OF ForT WAYNE, 
Fort Wayne, Ind., May 6, 1853. 
Representative DANIEL A. REED, 
House Office Building, Washinaton, D. C. 

DEAR REPRESENTATIVE REED: Your committee is currently conducting hearings 
on the extension of the Trade Agreements Act, due to expire on June 12. We 
would like to give you our views in connection with this legislation. 

Consideration of the United States policy in foreign trade today extends far 
beyond the original concern for the welfare of our domestic economy. Our 
concern must now include a consideration of the welfare of the economy of the 
entire free world, and the effects of American trade policy on the economies of 
all free nations. 

Developments since World War IT have made it necessary for many nations to 
obtain from us foodstuffs and other necesities which they formerly obtained from 
lands now behind the Iron Curtain. If we are to supply these allies with their 
basic requirements, we must either pay the cost of this ourselves at the expense 
of our taxpayers (which we have been doing), or we must place these people 
in a position where they can pay with goods for the cost of things they must 
have, not only for their own survival, but also to bear their share of the cost of 
the free-world defense. 

The trade-agreements program is only one phase of our overall foreign-eco- 
nomic policy. The success of this program in the final analysis will be dependent 
upon the accomplishment of other related steps which must be taken. 

In light of the overall situation today we believe: 

(1) The trade Agreements Act should be extended for a period of 3 years 
to prevent a return to the application of the Hawley-Smoot Tariff Act of 1930 
(which would become applicable if the present act is allowed to expire), and 
to furnish a stable basis for trade during a period in which a long-range program 


Also enclosed is an editorial from a recent issue of the San Francisco Chronicle 
(The material referred to herein is filed in the committee office.) 
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be developed. This will stimulate confidence in the program on the part of 
se foreign countries with which we may negotiate. 


”) The extension of the act should broaden the authority of the Lresident 
grant tariff concessions beyond the present limits. The present 50-percent 
ation of rates in effect on January 1, 1945, bears little relation to ial 
iff needs today. It substantially restricts the scope of possible trade nego 
ions, and also narrows the area of any further negotiations (Less thar 
half of the authorized reduction authority remained unused by 1951 
3) Reasonable modification should be considered of he peril-point and 
ipe-clause sections of the act, in order to bring these more in line with the 
it of reciprocal reduction of trade barriers and with emphasis on the pro 


ion of the national interest 
In our sincere desire to help other countries strengthen their respective econo 
es, care must be taken not to destroy our own economic strength. While the 
billion gap between imports and exports in this country can and should be 
rowed, it is essential that we maintain a profitable trade balance at all times 
his factor should be a major criterion in any action taken by the Tariff Com 
h 





} ssion or executive anch of our Government 


\ long-range program should be adopted in terms of our present and future 


esponsibilities. Such a study should include the overall problem of foreign 
de in its relationship to national security and the needs of the domes 

economy It will necessarily include a revision and modernization of our entire 
! structure It should also include the following considerations ; 


1) Removal of tariff consideratons from political pressures 
(2) Inconsistency between our agricultural and trade policies, 

The costly and cumbersome customs procedure 
t) The operation of the so-called buy American acts 
») Better correlation of the administration of our overall program to avoid 
flict and overlapping between various agencies involved 
6) Elimination of the very serious barriers to American private investments 
road, and adequate protection for such investments. 
7) Stabilization of foreign currencies. 
(S) Increased standardization along certain lines, to permit broader inter 
hange of foreign-made products, both between foreign countries and the United 
States. (Some Commission similar to our own Bureau of Standards should work 


this problem from an international standpoint.) 





i This is one of the most complex and important problems facing Congress 
i today We know it will have your thoughtful and serious attention, and we 
' . . . 

j will appreciate your consideration of our views. 


Sincerely yours, 
Warp FE. DILDINE, 
Chairman, National Policies Committee. 





[The Detroiter, May 25, 1953] 


AN OPEN LETTER TO CONGRESS 


No one will deny that a reduction in tariff barriers will expose some American 
firms to greater competition, but this: in itself is no argument against lower 
ffs. Against an injury to a single business or industry must be weighed the 


benefits which will accrue to consumers, to export industries (which employ 
many more people than the protected industries in question) to the economy as 
whole, and to the free world. 

Protectionist groups which have appeared before the House Ways and Means 
Committee do not reflect either business or public opinion. There was a time 
when the business community was protectionist in viewpoint. That is no longer 
true. The United States Chamber of Commerce, representing some 1% million 
businessmen, the Detroit Board of Commerce, the National Foreign Trade Coun- 
cil, the United States Council of the International Chamber of Commerce have 
all declared themselves for freer trade. A recent survey made by the Council on 
Foreign Relations of the views of leading citizens in 25 cities showed, in the 
great majority of cases, including those of businessmen, a solid rejection of the 
protectionist thesis. 
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An argument constantly heard is that tariff reductions will cause unempk 
ent. We do not have the choice between employment and unemployment. Th: 
ere that unemployment is to occur, in export industries which are 
rroductive, paying the highest wages to American workers and willing and 
compete with goods from all over the world, or in protected industries 
which, contrary to the basic philosophy of American free enterprise, are demand 
ing that the Government protect them against competition at the expense of 
that free choice between products—the right of the consumer. 
During the postwar period, our surplus of exports has been paid for by foreign 
id to the extent of approximately $5 billion a year. With the tapering off of 
oreign aid, it is clear that exports must be reduced to the extent that we do not 





permit recipients of aid to earn more dollars in our market. Thus, something 
must give. Tariffs place a penalty on imports, but in doing so, they also penalize 
xports. Either we must take more imports or exports will be cut. 

The basic question at stake then is Shall our policy be based on the interests 
of few industries or on a concept of the national interest? The administratio: 
has called for the extension of the Trade Agreements Act without crippling 
men t It see s to me that President Eisenhower’s recommendation 
hould be accepted. It seems to me that as leaders of the free world, this is 

here pot} ur interes S nd our Dbligations le JoHN S. COLEMAN, 


ToLepo CHAMBER OF COMMERCE, 
Toledo 4, Ohio, May 11, 1958. 
Hon. DANteL A. REED 
fe mher of Conore S8, 


House Office Building, Washington 25. D. ¢ 


Y 


Dear Mr. Reep: On the recommendation of our world trade committee, the 
executive committee of the board of trustees of the Toledo Chamber of Commerce, 
meeting on May 7, 1953, unanimously recommends support of the 1-year exten 
sion of the Trade Agreements Extension Act of 1951 without change as requested 
by President Eisenhower 

Che prompt pa 
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meeting the above requirement would, we are 





sure, have a pow‘ psychological effect on the free nations of the world as a 
ctical demonstration of this country’s intention to promote international 
t ono eoonerat m 
We further urge that the following points, concerning the Reciprocal Trade 


Act, be given consideration in the proposed study of the entire foreign economic 


Indefinite extension of the act: Indefinite extension of the act is recom- 
mended because the necessity of constantly having to reenact the legislation 
renders the program unstable Long-range planning for operations in and out- 
side the American market by businessmen both at home and abroad is difficult 

| ent policy of renewing the act every few years. 

{I. Amendment of escape clause: Section 6A, the escape clause provision of the 

rade Agreements Extension Act of 1951, prevides that “no reduction in any rate 
or duty * * shall be permitted to continue in effect when the product on which 
the concession has been granted is, as a result in whole or in part, of the duty 
or other customs treatment reflecting such concession, being imported into the 
United States in such increased quantities, either actual or relative, as to cause 
or threaten serious injury to the domestic industry producing like or directly 
omnpetitive products r 

The only criterion or yardstick which this clause permits the Tariff Commis- 
sion to use is whether the industry is suffering or threatened with serious injury. 
We believe it is necessary to broaden the interpretation of this clause to include 
the following points for consideration by the Tariff Commission in its efforts to 
determine serious injury to the domestic industry. 

A. The magnitude of the problem. How many workers and how much capital 
are involved? What percentage of the Nation’s labor force is affected? 

B. The technological position of the industry Has it lagged or been negligent 
in the improvement of product or production methods? 

C. The adaptability of the industry. Can it shift production to less competi- 
tive products? Does the affected community offer alternative employment? 

In addition to broadening the serious injury interpretation, the following 
factors should also be considered in any investigation by the Tariff Commission. 





if not impossible under the 











rhe probable effect of the proposed action upon our international relations. 
the country whose products are involved be forced to trade with Communist 


r of 


rhe 


Ww 
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as a result of exclusion from the American market? What is the 
retaliatory action against United States exports? 
probable effect of the proposed action on other American industries 


industries which produce for export be affected as to the unit cost of 


product and employment if their markets are curtailed as a result of retalia 
ry action and the inability of the foreign country to earn dollars with which 
y United States products? 

rhe probable effect of the proposed action on the economic support of our 


’ are 
rect subsidy rather than impose further tariff restrictions? 


itional defense, Is the product of the industry involved so vital that domestic 


roduction should be maintained for reasons of self-sufficiency regardless of cost? 


the alternative sources of supply ? Would it be better to consider a 


The probable effect of the proposed action on the United States consumer. 


hat will be the impact on the cost of living? 


ang 
n trade and economic policies be undertaken. 


ie 
» included in the official record of these hearings 


\ 


ires 


i 


Toledo Chamber of Commerce respectfully requests that this statement 


truly yours, 
Wayne E. KakKetra, 
Rrecutive Manag r. 


CHAMBER OF COMMERCE OF GREATER PHILADELPHIA, 
Philadelphia 8, Pa., ipril 30, 1953. 


NIEL A. REED, 
Chairman, Committee on Ways and Means, 
House Office Building, Washington, D. ¢ 


DEAR CONGRESSMAN Reep: The Chamber of Commerce of Greater Philadelphia 
to be placed on record as strongly endorsing the President's request that 


Reciprocal Trade Agreements Act be extended for a 1-year period without 


son 


since the inception of this legi 


, and that during this period a comprehensive reexamination of our for- 





ation, our organization has consistently sup 


d extension of the enabling act in a liberal form and with a full measure 


s coneeded 


actual operation of our trade-agreements program to the extent they sho 


of discretionary power for the President to enter into trade agreements. 


1 4} 
led th 


it American exporters to date may not have benefited under 
1 


that improved and more realistic legislation in this field is needed. It is 
for this reason we advocate the study recommended by the President and believe 
at such legislation cannot properly be effected, lacking such a study 


is our opinion that H. R. 4294, the so-called Simpson bill, does not repre- 


improved legislation in this field; that it is extremely unrealistic, and if 


} 
al 


ted, would represent a definite setback in efforts to build a strong foreign 
conomic policy. This organization, therefore, voices its objection to the Simp 
bill in particular and any other bills, ineluding H. R. 2577, which would 


the Trade Agreements Act but with amendments further reducing the 
l’resident’s authority under the act and establishing import controls 


it is our request that this communication be incorporated in the official record 
f the hearings on H. R. 4294. 


Very truly yours, 


UT 


J. Harry LaBruM, President 


SEATTLE CHAMBER OF COM MERCI 
Seattle b, Wash.., April 27,1953 


ON ADOPTED BY THE BOARD OF TRUSTEES, SEATTLE CHAMBER OF COM MERCI 


The Seattle Chamber of Commerce opposes the enactment of H. R. 4294 by the 


Sod Congress as not being in accord with the request of President Eisenhower 
as contained in his special message to Congress on April 7, 1953, in which he 
recommended extension of the Reciprocal Trade Agreement Act for 1 year 
pending completion of a thorough and comprehensive reexamination of the foreign 


cy of the United States. 





Pui. A. STRACK, President. 
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The W | Trade Division recommends to the board of trustees that the Seattl 
( ! ! erce goo pposing H. R. 4294 
On March 19, 1953, the Seattle Chamber of Commerce passed a resolution 
su yr the ¢ ) g nrocal Trade Agreement Act “aS was stated it 
R. 2aTT I Ho sg hn support because of its adherence to 
Dp \ h had bee i ‘ new administration 
HH ever, H. R. 4294, whi S now coming before a hearing of the Committee 
on Ways and Means under I) A. Reed of New York, chairman, April 22, doe 
I reflect the intent of the President’s policy. This bill is known as the prote 
st S I n bill and is ol ti ble because of the manner in which it will 
( ilete estrict the Pre t tively administering the Reciprocal Trade 
\ eme s Act 
here t of the utmost urgency that this chamber record its opposition 
» H. R. 4294, thus reafth ts original stand on the previous legislation, 
H. R. 2577, which is in accord with Presidential recommendations 


BARNES MANUFACTURING Co., 
Vansfield, Ohio, May 8, 1953 


i ane ns Committee, 
New H e Office Building, Washington, D.C 
I) : Mr. Reed: It is my understanding that you are now conducting hearings 
on H. R. 4294 which I understand concerns our national policy in regard to 


May I urge with all possible force the retention of the present reciprocal trade 





legislation for a period of at least 1 year to permit thorough study before any 
‘ nees are made As a manufacturer whose business could be seriously harmed 
b oreign competition, I still want to go on record as favoring as near a free 
trade situation in our country and foreign countries as possible. It is my firm 
convictio at only by achieving free trade can we achieve world stability with 
W ld] peace being the result 
It is my understanding that various special interests are trying to have tariffs 
Dp ‘ n imports of their particular commodity In my opinion one of the 
indefensible and completely selfish groups is the oil industry. No industry 
the United States has had more Government handouts and protection than 
i dustry with very special profits To give them additional protection 
ifforded by tariff in my opinion would simply be placing an additional load on 
he users of petroleum products in the United States 
If possible, I would appreciate ving my letter included in the record of the { 
hearings of your committee 
Yours sincerely, 


M. H. Pryor, President. 


MARSHALL Fietp & Co., 
Chicago, May 12, 1958. 
Hon. DAN REED, 
Chairman, Ways and Means Committee, 
House of Representatives, Washington, D. C. 

My Drar CoNGRESSMAN Reep: It would be appreciated if your committee might 
include the following opinion in its current consideration of H. R. 4294, the bill 
to extend the authority of the President to enter into foreign trade agreements 
under section 350 of the Tariff Act of 1930, as amended, and to accomplish 
other purposes 

Marshal!l Field & Co. is engaged in retail sales of consumer goods to customers 
in the 48 States, and abroad, and in certain domestic manufacturing and whole 
saling operations We buy from foreign and domestic manufacturers. We sell 
to customers who represent nearly all walks of life. Our imports amount to 
less than 5 percent of our total business. The firm consistently has held to the 
civie coneept that what is good for the community is good for business. I 
assure you that in these comments we have no selfish motive. 
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Your committee will hear much from various special interests engaged in 
he production of one thing or another. Unfortunately, the great body of your 
stituents—the consumers—are not so well organized to make their voices 
heard. In support of the many consumers who make our business possible, it 
fitting for a retailer to point out that the reduction of import tariffis would 
tore justice to millions of consumers by reducing both the prices and the 
es they have to pay. It is our opinion that the consequent temporary incon- 
nience for a relatively few inflexible (but vocal) producers could well be 
sidered the long overdue correction of an earlier injustice; and that, cor 





y, subsidy of certain industries by means of governmental barriers to 
st foreign competition is but a manifestation of the creeping socialism your 
Congress is so commendably trying to wipe out. 

\ccordingly, we are in favor of section 2 or H. R. 4294, extending for a further 

od of 1 year from June 12, 1953, the President’s authorization to enter into 
foreign trade agreements. 

However, the subsequent sections of H. R. 4294 all seek to impose further 

strictions than currently exist on our imports, and we are not in favor of 
these subsequent sections. We hold that the extension of the Reciprocal i rade 
Agreements Act should be put through by itself, exclusive of any steps which 
would otherwise modify the present status. 

(ny changes in our foreign economic policy should be more thoroughly studied 
legislated separately from the extension of the reciprocal trade agreements 
gislation, 

We believe the President’s current plan to appoint a commission to study the 
entire subject of foreign economi policy 1s an excellent one, which will guide 
ur thinking on this important subject and serve to keep us from get 
deeper trouble than we as a nation already find ourselves. 
be assured, Mr. Chairman, of the sincere desire on our part to see 
( slation enacted which will be of the greatest ultimate benefit to the greatest 
er of individuals in this greatest country. 

Sincerely yours, 





ting 1nto 





H. M. McBain. 


ForEIGN TRADE ASSOCIATION OF SOUTHERN CALIFORNIA, 
Los Angeles 14, Calif., May 13, 1953. 
Hon. DANIEL A. REED, 
Chairman, House Committee on Ways and Means, 
House Office Building, Washington 25, D. C. 


DreAR CONGRESSMAN Reep: Upon the direction of the board of directors of the 
Foreign Trade Association of Southern California, I ! 
vou to advise that at a regular meeting of our board held in Los Angeles, Calif., 
on May 12, 1953, it received and considered reports, information, and proposals 
submitted to it by Dodge Crockett, of Wilbur-Ellis Co., chairman of the import 
committee of the association, and Philip Stein, customs attorney, chairman of 
the legislation committee of the association, relating to the proposed extension 
of the Reciprocal Trade Agreements Act, which expires on June 12, 1953, and 
particularly to H. R. 4294, introduced by Representative Simpson, of Pennsyl- 
vania, on which your committee is now holding hearings, 

After careful consideration and study of considerable data, including argu- 
ments pro and con, received by it in connection with the aforesaid proposed bill, 
H. R. 4294, the board of directors of our association has passed the following 
resolution, which it is respectfully requested be considered by your committee 
and be included in the official record of its hearings on said bill: 

“Resolved, That the Foreign Trade Association of Southern California, com- 
prising in its membership manufacturers, merchants, exporters, importers, rail, 
sea, and air transportation interests, bankers, insurance underwriters, and others 
in southern California concerned in the promotion and expansion of world trade, 
approves of, endorses and recommends, consistent with the request of President 
Eisenhower, that the Reciprocal Trade Agreements Act, which is due to expire 
on June 12, 1953, be extended without change for a period of 1 year, thus giving 
to Congress and the administration an opportunity to study our foreign-trade 
policy carefully and thoroughly in the light of our changing times 

“That our association is accordingly opposed to the changes in the existing 
Reciprocal Trade Agreements Act proposed in H. R. 4294, and respectfully 
requests that your committee recommend to the Congress that the said act be 
extended for 1 year without change 


ave the honor to address 











a 
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“That this resolution, signed by the president of this association and attested 
to by its manager, be sent to Hon. Daniel A. Reed, chairman of the Committee on 
Ways and Means, for consideration by said committee, with the request that this 
communication be included in the official record of the hearings of the committees 
on H. R. 4294 

Respectfully submitted 

ForeIcGN TrApE ASSOCIATION OF SOUTHERN CALIFORNIA, 
By Roserr D. Parrisu, President 











Approved and adopted the 12th day of May 1953, by the board of directors of 
he Foreign Trade Association of Southern California. 

Attest 

[SEAI Rosert O. VERNON, Manager. 


HAMPTON Roaps Foreign ComMERCE CLUB, 
Norfolk, Va., May 18, 19538 
Hor DANTE. A. REED 
cj man, Waus and Me Committee 
House of Repre entat s, Washington, D. C 

My Dear Mr. REED: The H pton Roads Foreign Commerce Club, of Norfolk 
\ believes that the so-called Simpson bill now pending in Congress, would do 
C1 s damage to the ports of Hampton Roads as well as to the cause of world 
trade, upon which our economic stability probably depends today more than 
at any time in the history of our country. 

We believe that the tariff increases proposed in the so-called Simpson bill 
ure inimical to the best interests of our own people and, as whatever affects us 
vy, affects the entire free world, we believe they are inimical to the best 
interests of free people everywhere. 

The people of the great ports of Hampton Roads are deeply concerned, in fact, 
definitely alarmed at the consequences they believe would result from the in 
creased tariffs proposed 

We therefore, respectfully urge you, Mr. Reed and your committee, to work 
or another year’s extension of the present Reciprocal Trade Agreements Act, 
unhampered by any increase of tariffs as proposed by the Simpson bill. 

Respectfully yours, 
E. R. Bunca, 
President, Hampton Roads Forcign Commerce Club 


May 19, 1953. 


MEMORANDUM TO THE WAYS AND MEANS COMMITTEE OF THE UNITED States Con 
GRESS RELATIVE TO H. R. 4294 


With particular reference to baler twine (par. 1622'), binder twine (par. 
1622 °), cordage (par. 1005 (a)'), wrapping twine (par. 1005 (b)’) 


PRODUCTS INVOLVED AND TARIFF DUTIES 


Binder twine, used by the farmers in the harvest of small grains, has been 
on the free list since 1894 

Baler twine, a new product and used by the farmer in the harvest of hay, straw, 
and other fodder and bedding crops only since 1945 (not in use at the time of 

he passage of the Tariff Act of 1930), was placed on the free list in 1951 (Public 
Law 219, ch, 587, 8ist Cong., 2d sess.). 

Cordage (rope) is on the dutiable list. 

The rate of duty, 2 cents per pound, established by the Tariff Act of 1930, on 
the larger sizes of manila rope (constituting the largest volume of rope con- 
sumption in the United States) has been unchanged. The rates on smaller sizes 
of manila rope (approximately 20 percent of total manila rope sales) have been 
changed slightly from 2 cents per pound and 15 percent ad valorem to 2 cents 
per pound and 10 percent ad valorem. 

The rates of duty on sisal and henequen rope have been decreased 50 percent, 
or 2 cents per pound and 15 percent ad valorem to 1 cent per pound and 7% per- 





Tariff Act of 1930, as amended. 
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from 2 cents per pound to 1 cent 





t ad valorem for the smaller sizes, and 
pound for the larger sizes 

Sisal and henequen ropes, of ordinary construction, constitute less than 15 
ent, approximately, of the total rope consumption in the United States 

st of those ropes are used by the farmers 


} 


Wrapping twine is on the dutiable list The rates of dutv have been decreased 


1) percent ad valorem to 15 percent ad valorem in various trade agreements 
PURPOSE OF THIS MEMORANDUM 


The prime purpose of this memorandum is to supplement the record, previousl) 
before the committee, thereby affording additional facts in a matter of vital 
cern to the United States frola the national security viewpoint and to the 
uners in the United States, particularly the farmer, user of agriculturai 
nes and small-size ropes, 
is belie that the presentation of these facts will help the committee 
consideration of this important matter 


SIGNERS OF THIS MEMORANDUM 


| s memorandum is submitted by a limited number of resellers of cordage 
nd twines (including agricultural twines), distributing products (a) produced 

the United States and (6) imported from other areas. 

Che offices of the distributors of such products are located widely from the 
\tlantie to the Pacific coasts and from the Gulf of Mexico to Canada. They 
ell such products in every State of the Union. 

rime did not permit circulating this memorandum to all the distributors over 

‘entire United States. However, if time permitted, hundreds of signatures 
ould have been obtained thereto. 


PRODUCTION IN ADJACENT AREAS COMPLEMENTS UNITED STATES PRODUCTION 


For many years, United States consumers of cordage and twines have depended 
pon facilities in adjacent and nearby areas, as well as the United States, to 
heir requirements. 
rhe cordage and twine manufacturing industries in Canada, Cuba, and Mexico 
| nplement the facilities in the United States. They are essential in years of 
i eace as well as in times of national emergencies. 
The location of these various plants, considering proximity to markets, prox- 
mity to fiber supply, labor supply, etc., is important. 
lo destroy the capacity to produce in Canada, Cuba, or Mexico would con- 
stitute a real threat to the national defense structure, as well as to the ability 
f the United States farmer to receive adequate supplies of agricultural twines, 
even in hormal years. 


CORDAGE AND TWINE MANUFACTURE INTEGRATION 


As has been testified heretofore before this committee, the hard fiber cordage 
ind twine industry is integrated. The manufacture of rope, wrapping twines, 
nd agricultural twines complement one another, 

Only a relatively few manufacturers of cordage and twine in the United States 

inufacture agricultural twines. However, all of the manufacturers in the 
United States are benefited by their manufacture of manila cordage, produced 

elatively large quantities, which is protected by high tariff duties. These 
ities have been unchanged since 1930 on the larger sizes and only slightly 
lecreased on the smaller sizes. 

Manufacturers in Mexico do not have this advantage of the production of 
ianila cordage. They are not in a position to manufacture manila rope, for it 
s a federal Mexican policy to encourage only the use of domestic-grown fibers. 


rHE UNITED STATES FARMERS INTEREST 


It has been demonstrated, over the years, that henequen fiber, produced mainly 
in the State of Yucatan, Mexico, is the best raw material for binder twine. It is 
used practically exclusively in the manufacture of standard binder twine (500 
feet to the pound). 
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Baler twine is similar in physical characteristics and use to binder twine. It 
ngle-varn product requiring evenness of yarn and satisfactory knot strength 
Already, with only a few years’ experience, henequen is proving its superiority 
to other fibers for ba er Cw ihe 
\ healthy competitive industry must be maintained in this country if the 
American farmer is to be assured an adequate supply of agricultural twines at 
reasonable prices. The manufacture of agricultural twines in the United States 
onfined mainly to tw nufacturers. To limit the availability of such twines, 


particularly from adjacent countries, such as Canada or Mexico, obviously would 


cordage and twines in times of national emergency 
is tov é recognized to require repetition It is also known that Mexico is the 
only area of production of hard fiber which can reach the United States overland 

During two national emergencies—W orld Wars I and II—the United States has 


had to depend on Yucatan (Mexico) henequen for the harvest in the United States 
of ag ultural crops and to supply fiber for cordage In both instances, Yucatan 
was called upon to increase its p1 duction of henequen fiber from 50 to 70 percent 
ity ‘ ar 


Il, when labor was in short supply in the 
finished cordage and twines in Yucatan was 


In addition, during 
United States, the mar 





til ed by the United States Government, of necessity For many years, these 
products had been manufactured in Yucatan for Mexican consumption and export 
to the United States The United States Government encouraged, aided, and 


issisted in increasing this production, for war purposes, more than 100 percent 


Che United States Government has spent many millions of dollars to stimulate 


the production of miscellan is fibers in Central America and the Caribbean area 
tional-security purposes It has not spent $1 in Mexico, for such purpose, 
be use the production was existent 
If the production of henequen fiber in the State of Yucatan was not alread) 
existence, the United States would Vt een in the Dp it ! f hav ng to expend 
approximately $120 million to hay reated such production for national-securit: 
purposes, based on expenditures in other areas to create new production 
STOCK PILING 
Yucatan henequen fiber is t stockpiled by the United States Government 
beca ‘nequen fiber is a “stockpile” in the ground in an adjacent country, with 





rla ansportation and, therefore, does not have to be carried in warehouses 
in the United States 

Obviously, stockpiles in the ground are more essential than subsidized stockpiles 
in warehouses in the United States, and less costly to the United States. 

NotI! The cost of this “stockpiling in the ground” is borne by the Mexi- 
can producer and not by the United States Government 

It has been contended that stockpiles in the | ted States must be rotated. 
Even more so, stockpiles in the ground must be harvested and utilized to accom- 
plish the desired and necessary results of continuity of operations in the areas 
of production. The only method of rotating a stockpile in the ground is by con- 
sumption in manufacture and sale of the finished product. 

The United States manufacturers are not consuming their normal share of 
Yucatan henequen fiber. Therefore, the burden of rotating Yucatan henequen 
fiber falls all the more on manufacturers in Mexico. 

Under such conditions, it is of extreme importance that the Yucatan mannu- 
facturing industry be kept in a healthy condition, the same as the American 
industry 

The United States is the principal natural market for agricultural twines 
made in Yucatan. This market must be sustained if the stockpile of henequen 
fiber in Yucantan is to be maintained. 


“SIGNIFICANCE OF HENEQUEN PRODUCTION TO THE MEXICAN ECONOMY 


* 


“Mexico is the world’s largest producer of henequen fiber. * * The produc- 


tion of this fiber has been an important part of the country’s economy for at 
least the last century and during most of that period has ranked first in terms 
of value of agricultural exports. Most of the henequen production is in the 











TRADE AGREEMENTS EXTENSION ACT OF 1953 1951 





catan Peninsula and the economy of the region, especially of the State of 
catan, has been almost entirely dependent upon income from henequen, The 
itical 
one plant as it is an important source of income in the state, not only to its 


and social, as well as the economic, life of most of the people hinges on 
bens but also of the government 


- ‘ World Study of Hard Fibers and Hard Fiber Products, pt. I. U. 8S. Department 


( merce, 1949 


Any restriction on imports into the United States of Yucatan henequen, fiber, 


cordage und twines would: (1) place an unnecessary and intolerable burden 
the consumers of these products in the Unit 1 States particular the 
\merican farmer: (2) threaten the economy of Mexico, a friendly neighbor 
ion; (3) materially and adversely affect the United States national security 
veram and (4) compel the United States Government to seek additional 
| ous fiber product or in the Wester! Hem sphere to replace t he pre 
tion lost in Yucatan, Mexico, at considerable expense to the United States 


“uve and with no assurance as to end results 


espectfully submitted 


IS IcD [ET 

or and on behalf of Allied Cordage Co., Baltimore, Md Atlas Cordage Co.. 

( eago, Ill: Cord-Tex Co., New Orleans, La H. T. Cottam & Co., New Orleans, 
Lia Davis Cordage Co., San Francisco, Calif.; General Twine Corp., New Yor 


\ Independent Cordage Co., New York, N. Y.; Independent Twine & Yarn 
Philadelphia, Pa.; A. A. Krejtman & Co., New York, N. Y.; Milton L. Mintzer, 
York, N. Y.: Paulsen-Webber Cordage Corp., New York, N. Y.; Schoenfeld 





Agency, Houston, Tex.: Dan H. Shield Cordage Co., Chicago, Ill ma'4 
ford Co., Chicago, Ill: Stirratt Cordage Co... New Orleans, La.: Bob Stone 
1 v Co., Chariton, Iowa 


REPORT OF UNITED STATES TARIFF COMMISSION 


MIEMORANDUM OF THE UNITED STATES TARIFF COMMISSION CONCERNING H. R. 4294, 
S3p CONGRESS, A BILL To EXTEND THE AUTHORITY OF THE PRESIDENT To ENTER 
INTO TRADE AGREEMENTS UNDER SECTION 350 OF THE TAritF AcT or 1930, As 
\ DED, AND FOR OTHER L?URPOSES 


| H. R. 4294, if enacted, would (1) extend until June 12, 1954, the authority 
he President to negotiate foreign trade agreements, (2) amend the peril 
nt and escape-clause provisions of the Trade Agreements Extension Act of 
1, (3) amend the emergency-action provision of the Trade Agreements Exten 
n Act of 1951 dealing with perishable agricultural commodities, (4) amend 
section 22 of the Agricultural Adjustment Act, as amended, (5) amend section 
> of the Tariff Act of 1930, the flexible-tariff provision, (6) repeal the pro 
hibition in the Trade Agreements Act of June 12, 1954, as amended, against 
he application of section 356 to articles included in trade agreements, (7) 
end section 887 of the Tariff Act of 1930, the unfair import-practices provision, 
S) amend section 308 of the Tariff Act of 1930, the countervailing-duty pro- 
on, (9) amend the Antidumping Act, 1921, (10) provide for import quotas on 
le petroleum and residual fuel oil, (11) provide for additional duties on 
ead and zinc, and (12) increase the number of tariff Commissioners and 
ngthen their terms of office. 











‘ 
SECTION 1—NAME OF THE ACT 
Chis section would name the proposed act the “Trade Agreements Extension 
Act of 1953.” 
SECTION 2, EXTENSION OF AUTHORITY TO ENTER INTO TRADE AGREEMENTS 
s section would extend the President’s authori to enter into trade agree 
tT) Inder section 350 of the Tariff Act of 1920, as amended, for 
f 1 ye f m June 12, 1953. The existi the 
ter into trade agreements under section 350 w June 3, 





irther 
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that date unless an extension of authority is enacted. In the absence of such 
extension, existing tra ements which are in force will not be affected and 
| continue in force 1 terminated in accordance with their terms or other 
Wi In addtion, there are certain trade agreements, the operation of which 
! been suspended | vhich have not been terminated. These agreements 
ou not be affected, ai ‘ ld be re ed in the future under certain 
Ss I he President’ thority to egotiate trade agreements is not 
t t ea 

SECTIONS 15 ND ¢ MI I tf PERIL-POINT AND ESCAPE-CLAUSE PROVISIONS 

Pi ; marl 

These sections would make certain amendments to the peril-point and escape 
clause provisions of the Trade Agreements Extension Act of 1951 Since these 
provisions are based upon the President’s authorit under section 350 of the 
lariff Act of 1930 to grant trade-agreement concessions and to carry them out, 
a brief preliminary statement regarding such authority will be made. 

Section 350 of the Tariff Act of 1930, as amended, authorizes the President (1) 
to ents nto foreign trade agreements and (2) to proclaim “such modifications 
of existing duties and other import restrictions, or such additional import re 
strictions, or such continuance, and for such minimum periods, of existing cus- 


toms or excise treatment of any article covered by foreign trade agreements, as 
are required or appropriate to carry out any foreign trade agreement that the 
President has entered into hereunder.” The section imposes a limitation on 
(2) that “No proclamation shall be made increasing or decreasing by more than 
50 per centum any rate of duty, however established, existing on January 1, 
1945 * * *, or transferring any article between the dutiable and free lists.” 

Thus section 350 authorizes the President to do two separate and distinct 
things: (1) to enter into foreign trade agreements, and (2) to proclaim such 
changes in or continuance of the United States customs treatment of articles 
covered by such agreements, within specified limitations, as are “required or 
ippropriate” to carry out these agreements. 

If the President enters into an agreement providing for a maximum rate of 
duty for a product,’ which maximum rate is lower than the existing rate, he is 
authorized to proclaim the reduced rate under his authority to proclaim such 
modifications of existing duties as are “required * * * to carry out” a trade 
agreement Where the maximum rate specified in the agreement is higher than 





the existing rate, he may proclaim such higher rate under the authority granted 
him to proclaim such additional import restrictions as are “appropriate * * * to 
carry out” a trade agreement (Since rates specified in trade agreements are 


maximum rates, it would not be “required” to proclaim an increased rate of 
duty “to carry out” a trade-agreement concession specifying a higher rate than 
the existing one; it would only be “appropriate.”) The authority to proclaim 
additional import restrictions when “appropriate * * * to carry out” trade 
agreements includes authority to proclaim quotas when so appropriate. 

It is obvious that in order for the President to proclaim a customs treatment 
less restrictive than an existing one it must be required by some explicit pro- 
vision of a trade agreement. To be so required, it must of course be provided 
for in the agreement. By the same token, in order to warrant the proclamation 
of a customs treatment more restrictive than an existing one, it also must be 
erplicitly provided for in the agreement before it can be “appropriate * * * to 
carry out” the trade agreement. Congress could not have intended that a more 
restrictive customs treatment should be proclaimed by the President whenever 
it is merely “not inappropriate” to a trade agreement. Such a construction of 
the statute would mean that the President could at will increase duties and 
impose quotas on all products which are not covered by trade-agreement con- 
cession, so long as there is nothing in a trade agreement which forbids it. 
Indeed, such a construction of the word would mean that, where the maximum 
rate specified in a trade agreement is not as low as the President has authority 
to fix it, he could nevertheless proclaim a lower rate than the trade-agreement 
ite on the ground that such lower rate was “not inappropriate” to the trade 
greement 
1 Duties specified in 


i. e., the obligation in eac 


agreements heretofore entered into were maximum rates, 
e is to impose no higher rates of duty than those specified, 
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ment on Tariffs and Trade (GATT) and is used in the eseape clause of that 


acreement Escape clauses in earlier agreements used the term “like or simi 
rhe reason for the change is not known. In any event, the words 
directly competitive” exclude articles which are indirectly competitive, and the 
elimination of the word “directly” would, in the absence of explanation, be 
kon to indicate an intention to widen the scope of the law to cover articles 
Ww ! either directly o1 directly competitive 
\ dicate ibove, the present law provides that the President may not ente1 
le agreeme until the Tariff Commission has made its peril-point 
ey toh itil after 120 days have elapsed since the Commission received 
f | cts 
WI! { peril-point provision was orginally under consideration by the 
Congress n connection with the 1949 Extension Act), one of the obj octions 
raised against the enactinent of a peril-point provision was that it would unduly 
hamper and delay trade-agreement negotiations. This was the reason for the 
10) vy clause if the Tariff Commission did not submit its repert within 
120 days, the negotiations could proceed and be concluded without the report. 
Che ¢ i ion has made only two pe ri!-point reports thus far, the first involv- 
ing a considerable number of products and the second involving relatively few 
products In enc nstance the Commission completed its report within the 
120 peri Under section 3 of H. R. 4294 the requirement of a Tariff 
( n peril-point report within 120 days is eliminated but the President is 
f dden to conclude a trade agreement until the Commission has made its 


\s indicated above, under the present peril-point provisions the President is 
equired to report to the Congress his reasons whenever he fails to comply with 


the Tar Commission’s peril points. Section 4 of H. R. 4294 would eliminate 
the power of the President to go beyond the Tariff Commission peril points; in 
fact would prohibit the President from entering into any trade agreement 
under tion 350 which would provide for the reduction of existing import re 

below those specified in the Tariff Commission's report or which would 
fail to provide for suc increase in import restrictions as may be specified in 
the Commission's report 


So far as this prohibition forbids the consummation of a trade agreement which 
provides for reductions in existing import restrictions below those specified by 


the Commission is concerned, it would mean that the foreign countries with 

! the agreements are negotiated would either have to accept concessions on 
the articles concerned within the limits specified by the Commission or the 
articles concerned would have to be dropped from the agreements. Whether this 
would involve serious negotiating problems would depend on the nature of the 
products involved and the attitude of the foreign countries concerned. If the 


articles are of sufficient importance to the foreign countries it could result in the 
entire failure of the negotiations. 

The requirement that the President shall not enter into an agreement which 
fails to provide for such increases in existing import restrictions as have been 
found by the Commission to be necessary would amount to a requirement that 
the foreign countries concerned either agree to the imposition of the additional 

port restrictions by the United States or have no agreement at all. The 
President could not simply drop the item from the negotiations; if he negotiates 

t all he would have to inelude the items on which additional import restric- 

ons have been found to be necessary, and if he failed to obtain the agreement 
ign countries concerned the entire agreement would fall. A large 

r of the products listed by the President for possible consideration in 
trade-agreement negotiations consist of products on which foreign countries 
concerned have indicated an interest in obtaining duty reductions. If the 
Tariff Commission should in any such instances find a need for an increase in 
f ting import restrictions, the President would be placed in a position of 


having to “offer” and insist on the acceptance of an increase in the duty on a 
duct respecting which the foreign country concerned is seeking a decrease in 

ty 
\) mple of how the proposed amendment of the peril-point provision might 
D e would be the case where the President submitted a list of 100 items for 
0 e consideration in proposed trade-agreement negotiations. The Com- 
iission finds that maximu permissible reductions n be made in the case 





of 99 of the items without loss of employment or injury to the American workers, 


( . but in the case of 1 item the Commission finds that an increase in 
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ty is required, If the President fails to obtain the agreement of the foreign 
gotiating country to the increase in duty on the 1 item, no agreement at all 
d be entered into. 


oposed escape-procedure amendments 


Section 6 (a) of the 1951 Extension Act established the congressional policy 

it no trade agreement concession proclaimed after the enactment of that act 

june 16, 1951) “shall be permitted to continue in effect when the product on 
hich the concession has been granted is, as a result, in whole or in part, of the 
ity or other customs treatment reflecting such concession, being inrported int 

e United States in such increased quantiti either actual or relative, as to 
se or threaten serious injury to the domestic industry producing like o1 
ctly competitive products.” 

Section 6 (b) of the 1951 Extension Act requires the President “as soon as 
cticable”’ to bring trade agreements entered into prior to the enactment of the 
1 act “into conformity with the policy established in subsection (a) of this 

ction” and requires the President to report periodically to the Congress on the 
on taken by him to carry out subsection (b) 

As the foregoing indicates, section 6 of the 1951 E sion Act establishes an 
ipe policy which is to be applicable to all trade agreements entered into after 
e 16, 1951, and to trade agreements entered into prior to that date which do 
already comply with the policy of section 6 (a), as soon as the President has 
n the necessary action to bring such agreements into conformity with sue 
cy. 

Section 5 of H. R. 4294 would amend section 6 of the 1951 Extension Act, make 

portant substantive changes in the statement of policy, and establish the state 

ent of this new policy as an absolute requirement which apparently would 





I 

pply as a matter of law, whether or not consistent with trade agreements 
nder section 6 of the 1951 Extension Act as it would be amended by section 5 
H. R. 4294, no trade agreement concession, Whether included in previous trade 
ereements or in future trade agreements, “shall be permitted to continue in 
ffect when the product on which the concession has been granted is, as a result, 
n Whole or in part, of the duty or other customs treatment reflecting such con 
cession, being imported into the United States in such incre 





ased quantities (either 

ial or relative) or under such conditions as to cause or threaten unemploy 
ent of or injury to American workers, miners, farmers, or producers, produc.ng 
ke or competitive products, or impairment of the national security.” 

The standard escape clause of existing trade agreements, including the Gen 
eral Agreement on Tariffs and Trade, does not provide for the withdrawal of 

neessions under the conditions specified in the proposed new language of 
ection 6 of H. R. 4294. Unless and until such agreements are amended to 
onform with new language, the President would have to comply with section 6 
vith respect to concessions in such agreements, by such means as may be avail- 
ible to him. 

In any case where the conditions specified in the proposed new language are 
found to exist, the President might discontinue the “effect” of a concession by 
terminating the provisions of a proclamation carrying out the concession unde 

authority contained in the last sentence of section 350 (a) (2) of the Tariff 
Act of 1980, as amended, to terminate any trade-agreement proclamation in 
hole or in part. However, such action unless consistent with the trade agree 
ent containing such concession, would be contrary to an international obliga 

m of the United States. The General Agreement on Tariffs and Trade con 
ains certain provisions which might be invoked so as to permit the withdrawal 
f a concession when found necessary in order to comply with conditions such 

those set forth in the proposed new section 6 of the 1951 ixtension Act 
These provisions, may, however, involve time-consuming negotiations. One of 





ese provisions is the so-called waiver clause in paragraph 5 (a) of article XXV 
f the GATT. This clause provides that “in exceptional circumstances” the 
ntracting parties to the GATT may, by a two-thirds majority vote, waive an 
bligation imposed upon a contracting party. Another provision of the GATT 
ic] might be resorted to when necessary to comply Ww th the proposed 


sed section 6 of the 1951 Extension Act is article XXVIII of the GATT which 
ides that on and after January 1, 1954, any contracting p: 


im | 


arty may, by 
egotiation and agreement with any other contracting party with which such 
eatment Was initially negotiated, and subject to consultation with other con 
ing parties having a substantial interest in such treatment, cease to appl 
reatment which it has agreed to under article II of the agreement to any 


! ) 124 
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m schedule of the first party However, as in 
<XVIIT would not be available until January 1 
noted, included in the GATT. There 
a ements 
the 1951 Extension Act is declared in sex 
it of legislative policy, and, as stated in the 


tee (S. Rept. 200, 82d Cong., 1st sess., p. 5) 

| ause [conforming with the policy established 

providedin future agreements, and directs the Presi 

icable, to ise jsuch| an escape clause in all existing 

f tion 6 (: ates that a trade-agreement 

yntinue in effect” when specified condi 

he intention of the Congress in enacting the 

’ ‘ jlicy be carried out only by procedures set 

n section 7 of the 1951 act. 

iH. R. 4294 would amend the provisions of section 7 of the 1951 act to 

its language to the new language proposed for section 6, it might be con 

it although the new language of section 6 is couched in absolute terms, 

lv through the procedures provided in sec 

However, this construction would arise only by possible implication and 
rom any particular language of the statute as proposed to be amended. 

Section 6 of H. R. 4294, in addit to amending section 6 of the 1951 Extension 

t rovides for a number of amendments to section 7 of the 1951 Extension 

ipe-clause procedure. The first such amendment (see. 6 (a) (1)) 

educe from 1 year to 6 months the period within which the Commis- 

make its report. As in the existing law, the limitation on the time is 

elated to reports in investigations made upon applications of interested parties, 

whereas investigations are required to be made also upon request of the President, 

pon resolution of either House of Congress, upon resolution of the Senate 

Finance Committee or the House Ways and Means Committee, or upon the 

Commission’s own motio Che only investigations the Commission has made 

under section 7 have been on application of interested parties. However, even 

Statute does not require it the Commission would comply with the 1- 

tation also in the case of investigations instituted otherwise than on 

n of interested part This point is being raised only for the purpose 

g attention to the fact that neither the present statute nor the proposed 

mendment imposes a r limitation other than in the case of investigations 

ted on application of interested parties. 
a 


ns are tol carried out o1 


changes in the language of section 7 (a) provided for in para- 
: ) tion 6 (a) of H. R. 4294 would introduce language in 


t 


section 7 (i : » 1951 Extension Act similar to that which was previously 
liscussed herein in connection with the proposed amendment to the peril-point 
provisions of the 1951 act. The present escape-clause criterion is the importation 
of a product on which a trade agreement concession has been granted “in such 
nereased quantities, either actual or relative, as to cause or threaten serious 
injury to the domestic industry producing like or directly competitive products.” 
This language would be changed to read: “in such increased quantities (either 
actual or relative) or under such conditions as to cause or threaten unemploy- 
ment of or injury to American workers, miners, farmers, or producers, pro- 
ducing like or competitive products, or impairment of the national security.” 
The escape-clause procedure was designed to establish the method by which 
he United States would determine whether a basis existed for the invoking of 
a trade agreement escape clause. The criteria for invoking the escape clause 
n section 7 of the 1951 Extension Act was reported to the Congress by the 
President to be in substantial accord with the “standard” escape clauses in exist- 
ing trade agreements of which the escape clause in the GATT (art. XIX) is 
representative. The pertinent language of section 7 of the existing law, quoted 
above, makes the basis for invoking the escape clause of a trade agreement the 
importation of such increased quantities of the product on which a concession 
has been granted, either actual or relative to domestic production, as to cause or 
threaten serious injury to the domestic industry producing like or directly com- 
petitive products. The proposed new language, if adopted, would establish as 
the basis for invoking a trade-agreement escape clause the importation of the 
concession product either in such increased quantities or “under such conditions” 
f » cause or threaten unemployment of or iniury to American workers, ete. 
indard” escape clause (e. g., art. XIX of the GATT) provides that the 
clause may be invoked if the concession product is being imported “in 
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h increased quantities and under such conditions as to cause or threaten 
us injury,” ete. While section 7 of the 1951 Extension Act does not include 
words “and under such conditions,” these words in the standard escape clause 


ve been considered surplusage, since if the product concerned is being imported 


such increased quantities as to Cause or threaten serious injury to the domestic 
inevitably is being imported under such conditions as to cause such 

" is entirely dilferent, however, to make the bas for invoking the 
ipe clause of a trade agreement the importation of an le either in such 
reased quantities or under such conditions as to cause or threaten the injury. 
e addition of the language “or under such conditions,” would appear to make 
e application of section 7 inconsistent with the standard escape clause of trade 


eelments. 
While, as noted above, section 7 at present requires that the incre: | imports 
ist be causing or threatening “serious injury” to the domestie ind ry pro 
cing like or directly competitive products, this language follows 
the standard escape clause of trade agreements. The proposed new la 
id make escape-clause action dependent upon a finding that increased im- 
rts (or the conditions under which any imports are being made) ars 
threatening “unemployment” or “injury” to American workers, miners, farm 
or producers, p! xdlucing like or competitive proaucts \ indicated in the 
iment on the proposed amendments to the peril-point procedure, the degree 
unemployment or injury would not be a relevant factor—any unemployment 
or injury to workers, miners, et cetera, would apparently be a sufficient basis 
action. Moreover, as also indicated in the “peril-point’” comments, the elim 
tion of the word “directly” from the term “like or directly competitive prod 
ts” would extend the escape-clause procedure beyond that conte 
e standard escape clause of existing trade agreements, since the 
ot contemplate escape-clause action because of competition from indirectly com 
etitive products. 
it would appear, therefore, that the proposed new language provides a much 
vader basis for escape from trade-agreement obligations than “serious injury 
he domestic industry.” It might prove difficult, if not imposible, to secure 
lendment to the standard escape clauses in existing trade agreeinents to make 
em consistent with the new language 
Section 6 of H. R. 4294 provides that in the case of an application for an in 
estigation filed under section 7 with respect to which the Tariff Commission 
is not made its report before the date of the enactment of the new legislation, 
he Commission shall have 6 months from the date of the enactment of the new 
iw within which to make its report. Apparently this is intended to make Com 
nission determinations in investigations pending on the date of the enactment 
the amendments to the law conform to the criteria of the amended law In 
ich of these cases the Commission has issued public notice of the investigation. 
nd in some of them hearings will have been held. Vossibly in all these cases, 
certainly in those cases where hearings had already been held, any action 
inging the customs treatment of the products concerned might be held invalid 
the courts because the decisions in such cases would have been made on the 
isis of criteria different from those set forth in the public notices of the Com 
ission. To prevent this from happening, the Commission would issue new 
tices in these cases, redefining the scope of the investigations, and hold new 
arings in those cases where hearings have already been held 
In counection with the reduction of the time-limit maximum for investigation 
om 1 year to 6 months, the Commission has found that its reduced staff and 
sufficient funds have made it difficult to complete most of the investigations it 
s been conducting under section 7 within the l-year period. ‘Che Commission 
ppreciates the need for expedition in escape-clause cases and it hopes that it 
vill be able to make adequate investigations within the time limit of 6 months 
this reduced period is enacted. The experience of the Tariff Commission in 
dministering the escape clause, however, is such as to raise a serious question 
egarding this 6-month limitation, since this experience indicates that, as 
esently staffed, the Commission might find it impossible to complete some of 
In Carl Zeisa, Inc. v. United States (23 C. C. P. A. 7) the Court of Customs and Patent 
als held invalid a proclamation by the President based on an investigation of the Tariff 


mission because of the failure of the Commission to confine its investigation to mat 
ered by its publie notice Sec provides that the Commission shall hold hearing 
course of the investigation thereunder and “give reasonable public notice ther 


7 also requires the Commission to give “reasonable public notice of he 


reunde! 
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these investigations in an orderly and thorough manner within a period of 6 
month 
hird paragraph of section 7 (a) of the 1951 Extension Act provides that 
should the Commission find that the concession-product in question is being 
orted such inet d quantities as to cause or threaten serious injury 
tl d estic industry producing like or directly competitive products, it 
ect end to the President the withdrawal or modification of the cor 
‘ ts spension in whole « n part, or the establishment of import quotas 
he extent and f the time necessary to prevent or remedy such injury.” 

Ss n 6 i ’ iid amend these provisions of section 7 (a) to 
that if the Commis n find that the concession-product is being imported 
nereased quantities or under such conditions as to cause or threaten un 

ploy i f or injury to American workers, etc., “it shall so report to the 

Presid * The amendatory language would require the Commission to include 
eport the extent to wh and the time for which, it finds and declares that 
ermanent withdrawal of the concession: (hb) modification of the concession 


spension of the concession in whole or in part: (d) limitation of the quan 
of the product which may be entered, or withdrawn from warehouse, for 
| ion of any of the foregoing, is necessary in 


dk prevent or remedy su unemployment, injury, or impairment, or threat 


As was previously stated, the President’s authority to increase duties or im 


pos quotas nder the es Lpe iause procedure is derived from section 350 of 
e Tariff Act of 1980, as amended, and not from section T. The Commissior 
therefore considers that the Congress, in providing that the Commission ma 
rec end “the establishment of import quotas,” contemplated that this would 
take the form of a recommendati« for modification of the concession to provide 
for s h quota as may be determined to be necessary to prevent or remedy the 
I This is because one of the things the President is authorized to do by 
section 350 is to proclaim “additional import restrictions’ (which includes 
qu ) when required or appropriate to carry out a trade agreement, and, as 
has been indicated hereinbefore, proclamation of additional import restrictions 
s permissible only when such additional import restrictions are provided fot 
the trade agreement lor this reason it is not necessary to refer to the in 
pos no lotas in the escape-clause procedure; if a quota were found to be 


necessary it could be taken care of by a recommendation for the modification 
of the trade-agreement concession to provide for a quota. The reference in the 
w to a recommendation for quotas creates an apparent inconsistency with 


the pro sions for recommending withdrawal, modification, or suspension of a 
trade agreement concession. 

In connection with the immediately preceding comments, it is necessary to 
keep mind that an “escape” af¢tion contemplated by the escape-clause pro- 


cedure is addressed to the elimination or alteration of international obligations 


(concessions) in order to provide a trade-agreement basis for action (proclama- 





tion by the President under the authority of sec. 350) to put into effect increased 

port restrictions. The ter? oncession” as used in section 7 refers to a trade- 

eement concession and all trade-agreement concessions are in the form of 
ob tions which when effective impose limitations upon the freedom of the 
granting rty to impose import restriction on the other's product. The theory 
f the « ipe clause of trade agreements is to provide an escape from these 
obligations under certain circumstences, and the purpose of section 7 is (1) to 
est I 1 statutory procedure for determining whether the conditions for 
esca from a trade-agreement obligation exist and (2) if so, to furnish the 
Pr der with information as t th evtent to which the oblivation should 


be altered in order to permit him to take action in accordance with section 350 
to increase the duty or impose a quota In view of the foregoing, the committee 
might consider the desirability of omitting item (1*) of the proposed new 


lang ae 
understood what is meant by the part of item (E) above quoted 
\ h refers the inclusic n the Commission’s report of any combination oi 
ite \ (B) ( nd (D 
' S. Rept. 299, 82d Cong., 1st sess., on H. R. 1612, the bil 
$ le A ents Extensior Ac of 1951, the Finance 
( tat ( my? t otas he lied under sec. Ta re only s has 
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The b equires the Commission to include in its report “the extent to which 
1 the time for which it finds and declares” that any remedial action is neces 
rhe present law provides that the Commission’s recommendation for 

ype’ action should be “for such time and to such extent” as is necessary to 
ent or remedy the injury. This langui is taken from the standard escape 
se of trade agreements which provides that any “escayx action shall be 

» such extent and for the time necessary to prevent or remedy the injury. 
Under the existing law the Commission has in all of its rej ovts recomimending 
ipe”’ action specified that the action was necessary for “an indefinite period.” 


s is because it is practically impossible in any case to specify in advance 


lefinite period for which action is necessary The Commission decided to 
ike the determination with respect to the time for which escape action was 
ary a separate step, to be taken after the remedial action was taken and at 


time as it would be determined that the remedial action was no longer 


sary 
On October 14, 1952, an Executive order (No. 10401) was issued, which estab 
shed a procedure for carrying out the “for such time” requirement of section 7 
of the standard escape clause This order requires the Commission to 


eep under review developments with regard to products on wh 
s taken and to make periodic reports to the President concerning such develop- 


esenne actio 
i i] aie n 


ents It also provides for a formal investigation, including a public hearing, 
henever it appears that any increased import restrictions established under 
e escape-clause procedure are no longer necessary, or whenever the President 
ects such an investigation This procedure appears to be the only workable 
iv in which to determine the time for which escape action is necessary 
H. R. 4294 provides (p. 6, lines 2 to 7, inclusive) that in making any finding and 
laration with respect to any nerense in duty the Commission “shall ot b 
iited by the second sentence of subsection (a) (2) of section 350 of the Tariff 
of 1930, as amended.” ‘This sentence of section 350 reads, “No proclamation 
shall be made increasing or decreasing by more than 50 percent any rate of 
however established, existing on January 1, 1945 (even though temporarily 
pended by act of Congress) or transferring any article between the dutiable 
tree lists,” 
Since the President’s authority to increase duties under the escape-clause 
cedure is subject to the limitation contained in the above-quoted provision of 
ection 350, and since the Commission’s recommendations in escape-clause pro 
dings are addressed to the President, the Commission ad: pted the policy 


making no recommendation for ascape action which would involve an increase 


duty greater than that which the President was authorized to make under 
the authority of section 350 rhus, no recommendation would he made by the 
Commission under the existing law which would involve an increase in the duty 

ive the 50-nercent limitation contained in section 350 or the imposition of a 
luty on a duty-free article. The provision of TH. R. 4294 to remove any limita- 

on on the Tariff Commission which is imposed by the second sentence of section 

“0 (a) (2) is undoubtedly intended tc make permissible under the escape- 

iuse procedure unlimited increases in duty on dutiable articles and the impo- 

on of duties, without limitation, on duty-free articles However, the limita- 
tion in section 350 (a) (2) is not a limitation on the Tariff Commission but on 
the President. Accordingly, to accomplish the apparent purpose of the provi- 
sion of H. R. 4294 in question, it would be necessary to amend the provision 
f section 350 of the Tariff Act which limits the President’s power to proclaim 
duty increases, 

It is trne that the bill would amend section 7 (c) of the 1951 Extension Act 
to require the President, by proclamation, to take “such action as is found and 
declared by the Commission in such report to be necessary to prevent or remedy 
such unemployment, injury, impairment, or threat thereof.” However, under 
section 7 as it would he amended by this bill, the Commission's findin’s and 
declarations would be with respect to the need for the withdrawal, modification, 

suspension of the international (concession). The withdrawal, mo‘ification, 
or suspension of the international obligation (concession ) The withdrawal, 
modification, or suspension of an international obligation would not in itself resu't 
n any change in customs treatment. Such action is directed to the international 
obligation in order to provide a basis for domestic action. 

To clarify the foregoing, it might be profitable to consider an example. Let 
us assume that thestatutery rate of duty on product X was 90 percent ad valorem 
and the rate existing on January 1, 1945, was a reduced trade agreement rate of 
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w concession ‘anted in a trade agreement in the form of an 
he United Stat I to impose a duty higher than 25 percent 
ariff stated in this form in trade agreements) 
to an agreement providing that no higher rate 

vould be imposed by the United States on product X 

ization, the President, by proclamation, estab 

rem on product X. Subsequently as a result 

the Commission determines that a rate of 7: 

remedy injury caused by imports of product 

the modification of the trade agreement 

application of a duty of 75 percent ad 

iry. The President would then modify 

75 percent for 25 percent in the trade 

modified obligation that the United States 

75> percent ad valorem on product X. Th 

in section 350, would proclaim a duty of 

arry out the modified obligatior 


that an increase in duty by proclama 
to carry out an original trade agreement obliga 


ilting from “escape” action, is a second step in ¢ 
increasing or decreasing duties by the trade agreement process 


t step is the establishi t of a trade agreement basis for doing so.) 
' 


e noted that il ‘ases in duty may result from escape-clause action by 
withdrawal of a concession and that such increases are not governed 
percent limitation. Thus, in the example considered above, if the trade 
it concessions on product X were withdrawn, the rate would revert to 
tory rate of 90 percent. This is because a withdrawal of the con- 
cession removes the obligation, and since there would then be no trade agreement 
obligation there may be no proclaimed rate under section 350. The result would 
statutory rate of 90 percent would automatically be restored, even 


} 


as more than 50 percent higher than the rate existing on January 1, 
percent ad valorem) 

I comment mig be made in connection with the proposal to 
limitations on the height of the duty which might be imposed under 
clause procedure, and that is that the peril-point procedure, which 
plates increases in duty necessary to protect domestic producers 

nst injury, would remain subject to the limitation of section 350. It would 
that since beth the peril-point provision and the escape-clause provision are 
at estab ng a customs treatment which will provide protection to 

} 

I 


ic industry in accordance with certain standards, the authority to estab 
h treatment should be the same under both provisions. 
n 7 (b) of the 1951 Extension Act provides that in arriving at a deter- 
ion under the escape-clause procedure the Commission “without excluding 
Shall take into consideration a downward trend of production, 
prices, profits, or wages in the domestic industry concerned, or a 
in sales, an increase in imports, either actual or relative to domestic 
ion, and higher or growing inventory, or a decline in the proportion of 
estic market supplied by domestic producers.” 
administering section 7 the Commission has taken the foregoing factors 
unt but has not considered the existence of one or more of these factors 
requiring a finding of serious injury to the domestic industry 
In other words, the existence of one or more of these factors might 
light not be proof of the existence of serious injury; this would depend 
the degree to which they might exist and the circumstances under which 
occurred as well as all other factors involved in a given case 
Section 6 (d) of H. R. 4294 would change section 7 (b) of the 1951 Extension 
Act and require the Commission, in making its escape-clause determinations, to 
nsider as evidence of injury “the existence or likely occurrence of any of the 
following factors: A downward trend of production, employment, prices, profits, 
or wages among the American workers, miners, farmers, or producers concerned, 
or a decline in sales, an increase in imports, either actual or relative to domestic 
production, and higher or growing inventory, or a decline in the proportion of 
the domestic market supplied by domestic producers.” 
It would seem that the proposed new provisions of section 7 (b) would make 
a finding for the need of escape action an absolute requirement if the existence 
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of any of the named factors was established, reg: 
For example, any increase 


would constitute the 
as proposed 


ikely occurrence 
» degree to which they exist or the causes therefor. 
imports, actual or relative, of a competitive product 
proof of injury within the contemplation of the statute 


ecessar! 
be amended. 

Under the present law (sec. 7 President 

duties or impose such quotas 


(c) of the 1951 Extension Act), the 
as the Commis 


¢e indus 


y make such increases in 

s to be necessary to prevent or remedy serious injury to the domes 
concerned, and if he does not take the recommended action within 60 days 

s required to report to the House Committee on Ways and Means and the 

enate Committee on Finance stating his reasons for not doing so. Aside from 
President having discretion as to whether or not to carry out the Commis 

’ was provided to afford the President 


dations, the 60-day period 
T accordance 


Ss recolnmendi 


to consult with the contrac 
greements. Sec 


parties concerned in 

ion 6 (e) of H. R. 4294 would make 
have to take the action 
Further comment 


pportunity ing 
th requirements of trade a t 
President mandatory and he would 
the receipt of the Commission's report 
by the President mandatory will 


ion by the 
ithin 30 days after 


proposal to make action 


I resp cT to the 
} e later this nemorandum., 


Section 6 (e) of H. R. 4294 would amend section 7 


Act to read as follows: 
When, as the result of its 
the Tariff Commission that it 


(d) of the 1951 Extension 


investigation and hearings under this section, 
is not necessary to take 


is the judgment of 


with respect to a product, it shall make and publish a report of its 


y action 
ndings and conclusions 

Chis proposed revision of section 7 (d) is apparently intended only to remove 
e reference in the present subsection to Commission recommendations to the 
section 7, there ould not be 


resident 


y “recou 


since, under the proposed revision of 
mendation” to the President. 


SECTION PROPOSED AMENDMENTS TO “EMERGENCY ACTION” PROVISION 
Section 7 of H. R. 4294 would amend section 8 (a) of the Trade Agreements 
Extension Act of 1951. Section 8 (a) is a procedure for the acceleration of 
ivestigations under section 22 of the Agricultural Adjustment Act, as amended, 
inder section 7 of the 1951 Extension Act, when an emergency situatior 


nvolving a perishable agricultural commodity. 
is a statute providing for the imposition of import fees or import 
President finds, on the basis of 


imports are interfering mate- 


arises 


Section 22 
agricultural commodities, when the 


n investigation by the Tariff Commission, that 
ally or rendering ineffective a domestic agricultural program of the Depart 
Section 7 is the “escape 


uotas on 


t of Agriculture, or are practically certain to do so 


mer 


ause”’ procedure, 

Under the present provisions of section 8 (a), the Tariff Commission is re- 

quired to make an immediate investigation 

n any case where the Secretary of Agriculture determines and 

President and to the Tariff Commission with regard to an agricultural com 
the commodity, a condition exists re 

report thereon to the 


under section 22 


under section 7 or 
» the 


reports { 


dity that, dune to the perishability of 

liring emergency treatment Such investigation, the 
lecision of the President, must all be accomplished “at the 

I te and in any event not more than 25 calendar days after the 
ubmission of the case’ to the Tariff Commission In addition, section 
provides that “The President may take immediate action, however, without 
waiting the recommendations of the Tariff Commission if in his judgment the 

mergency requires such action.” The provisions of section 7 of the 1951 Exten- 
m Act have already been discussed in this report. Both section 22 and section 7 

equire a hearing, of which reasonable notice must be given to interested parties 
» afford them opportunity to appear and be heard, before any recommendation 


resident, and the 


rliest possible da 
‘ (A) 


he President for action may he made. 
(a) of the 1951 Extension Act, on June 16, 


case from the S cretary of 


rt 

Since the enactment of section 8 
1951, the Commission has received no “emergency” 
Agriculture, and the Commission has therefore had no actual experience in the 
idministration of this section. 

One of the questions raised by the existing law is what the President would 
base his action on if he decided to take action before receiving the Commission’s 
report, and if he did take such action whether a report from the Commission 


vould then be required. Presumably the President’s action would be limited 
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ch he is authorized to take under section 7 or section 22, Probably 
‘ 
{ 


nt section 8 (a) contempla 


} es that the President would base his actio1 
some kind of prima facie determination of the Secretary of Agriculture as to 
eed f actior If this is so, it would mean that two agencies—the Tariff 
he Department of Agriculture—would be making determina 


tions under sections 7 and 22, each making its own interpretation regarding the 


neaning of those sections If it is tended that the Commissior 
d e a report to the President after he has taken emergency action, 
nfro the President with conflicting views of two different agencies 
lise a question as to whether he should be governed by the views of the 
é ment of Agri ture or those of the Tariff Commission 
Under the proposed revision of section 8 (a), the provision for initiating accel 
erated investigations under section 22 or section 7 by the Secretary of Agricul 
ire is eliminated, and instead accelerated investigations would be initiated 
heneve 1) Any interested party has filed an application with the Tariff 
("4 ission stating that due to the perishability of any agricultural commodity 
‘ rgen treatment is required; and (2) the Secretary of Agriculture does not 
within 15 days after the day on hich the application was filed, certify to the 
I ff Commission that such mimodity is not perishable 7 


One of the things this change in the law would do is permit someone other than 
the Secretary of Agriculture to have an investigation made under section 22 to 


determine whether a Department of Agriculture program is being interfered 





wilt even though the Secretary of Agriculture, who is operating the program 
v not think there is any interfe1 » with the pro 
tl per ed endmen 1Oes 1 | il prov ‘informing the Secre 
I f Agriculture regarding the filing of an application, and it would see 
. ble a st to require that the applicant should furnish the Secretary of 
\ e With a copy of the application on the same date he files an applica 
on W h the Commission 

ce the Secretar if Agr ture would not initiate accelerated investigations 
ection 8 (a) as proposed to be amended, there would appear to be a more 
difficult question than there inder the existing law as to what the President 
vi | base his action on if he were to take action without receiving the Commi 
sion’s report As indicated above, under the present procedure, since the Secre 


ary of Agriculture would initiate the investigation, he would presumably have 
‘ for believing that action under section 22 or section 7 was warranted 

ind could apprise the President of the basis for his opinion and what remedy 

appeared to be necessary 

“As noted above, under the present law the report of the Commission and the 


decision of the President must be made within 25 davs after the case is submitted 


0 the Commission. Under the proposed amendment the Commission's report 
must be made and the President must take action not more than 60 days after 
the filing of the applicatior Since the investigation of the Commission would 
he required unless within 15 days after the date the application was filed th: 


Secretary of Agriculture certified that the commodity was not perishable, it 
ould appear that the investigation should not be instituted until the expiration 
of his 15-day period However, since section S (a) is an accelerating clause 
only, it would be assumed that the application would be an application for an 
i m under section 7 or section 22, and the question of whether the 
acceleration requirement would be applicable would relate only to the question 
of whether the commodity was perishable. Thus, the Commission might insti 
tute the investigation promptly upon the filing of the application, leaving the 
question as to whether the Commission or the President is to be governed by 
section S (a) dependent upon whether the Secretary of Agriculture certifies 
within 15 days that the product is not perishable 

Obviously the President would not, under the proposed new language, take 
action prior to the receipt of a report from the Commission until the 15-day 
period had expired, because if the Secretary Goes certify that the product is not 
perishable it would invalidate the action of the President. It also appears that 
if the Commission institutes an investigation under section 22 on an application 
filed pursuant to section 8 (a) as proposed to be amended, and if the Secretary 
of Agriculture should certify within the 15-day period that the product is not 
perishable, the Commission would have to dismiss the investigation. This is 
because an investigation under section 22 may be instituted by the Commission 
only on the direction of the President when he agrees with the Secretary of Agri- 
culture that there is reason to believe that action under section 22 is warranted, 


\ 
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if the Commission were to institute an investigation under section 22 on 
cation of an interested party pursuant to section 8 (a), and the Secretary of 
ulture were to certify within 15 days after the receipt of the applicati 
the commodity was not perishable, the accelerating clause would hot app 
since the President has not directed the investigation the investigation 
d have to be dropped The same would not be true where a sectio i 
stigation was involved, since a section 7 investigation may be instituted o1 
ication of an interested part) 
{s previously indicated, the proposed amendment of section 8 (a) would per 
a private party to have an investigation made under section 22 even though 
Secretary of Agriculture may not think there is interference with any of the 


grams of the Department of Agriculture. Section 22 provides that not only 
Seeretary of Agriculture, but the President shall have reason to believe that 
rts are not interfering with an agricultural program before an investigatio 


e Tariff Commission should be undertaken. Section 8 (a) at present reco 
es the Secretary of Agriculture’s responsibility for initiating section 22 in- 
stigatitons, but the proposed amendment to section 8 (a) would permit a pri 
e party to bypass both the Secretary of Agriculture and the President. It 
ld seem that the Secretary of Agriculture should have an opportunity not 
y to pass judgment on whether the product concerned is perishable, but also 
her a program of his Department is endangered and whether an emergency 
ation exists. Otherwise, the applicant’s mere assertion that a program is be 
g interfered with and that an emergency exists will be conclusive on the 
estion of whether an investigation should be made and completed within the 
ef period allowed. 
SECTION 8—AMENDMENTS TO SECTION 22, AGRICULTURAL ADJUSTMENT ACT 
Section 8 of H. R. 4294 would make certain amendments to section 22 of the 
cultural Adjustment Act, as amended. As previously noted, section 22 is a 
tute pro*iding for the imposition, by presidential proclamation, of import fees 
r import quotas on agricultural commodities whenever the President finds, on 
e basis of an investigation and report by the Tariff Commission, that imports 
re materially interfering with or rendering ineffective a domestic agricultural 
ogram or are practically certain to do so. 
Under the present law, no limit is imposed on the Commission as to the time 
n Which it must make its section 22 reports to the President, and the 
esident is granted discretion in the matter of imposing import fees or quotas 
vhich may be recommended by the Commission. H. R. 4294 would require the 


Commission to make its section 22 reports to the President not later than 6 


nths after the day on which he directs it to make the investigation (Inves 
gations under section 22 are made only on direction of the President.) 
fhe bill, in previding that “any finding of the United States Tariff Commis 
as to the facts under this section shall be final’ and that ‘* * he [the 
sident] shall, with 30 days, by proclamation impose such fees * * or such 
ntitative limitations * * as the Tariff Commission has found and de 
red to be necessary * *” would deprive the President of the dis 


ion in such matters presently conferred upon him by section 22 
proposed changes in section 22 which, as indicated above, would deprive 
President of the statutory discretion now conferred upon him, follow the 
e pattern as has been adopted in the bill with respect to the “peril point” 
| use” procedures and the procedures under section 336 (the “flex 
e tariff’ provision) and section 337 (“unfair import practices” provision) 

the Tariff Act of 1930 In each of these latter cases, the bill would also 

ke the findings of the Commission final. This is a very important aspect 
f the proposed legislation and involves a departure from historic precedent. 
Fact-lfinding functions in connection with prescribed formulas for changing 
ities by executive action were first given to the Tariff Commission in 1922 
In all instances since then where Congress has delegated power to change import 
ities by Executive action were first given to the Tariff Commission in 1922 
een placed in the role of a fact-finding advisory agency whose determinations 
ind recommendations are to be submitted to the President, who is given com 
ete discretion in the matter of making changes in import restrictions within 
the limits authorized by the statute. The reason for giving the Commission the 
fact-finding functions was presumably because the Commission was established 


in 1916 primarily as a research agency, to gather information for the use of 
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the Cor I not consider 
‘ommiss 


if the 


yect to j j l review, 


. f . E 
eview of proceedings to determine 


was follower While there have been no attempts to obt 


Commission findings made pursuant to section 22, ther 


al review of Tariff Commission findings ma 

provision ) These attempts have result 

denying revir € Comn findines under section 336. t 
in f ted 


bas 

arilv on the f: oft 
President 
te the Court's 
rs which Congress has entrusted to the under the act 

been granted } 
tariff acts for ra century) See Norwegian Nitrogen Produc 

7 ; 


essentially differ in kind from those wl 


PNR « ‘ 


w of the statute 
adviser to the ¢ 
20 the Commissi 
increase or decrease the rates « 

s and submits the facts and 

ent of the President on tl 
recommended rates will } 
in form (Norivegian. Nitrogen 
f Commission and t 
Ha pte n & Co. V Unit 
wa legal right to the maintenance of an exist 
Nitrogen Products Co. v. United States, supra () 
f the President that on the facts adduced in pursuan 
e prescribed by Congress j 
ndicial review under this statutory scheme than if Congre 


that judgment. It has long been held that where Congress 
public officer to take some specified legislative action when i 

at action is necessary or appropriate to carry out the pol 
the judgment of ‘as to the existence of the facts calling 
tion is not subject to review Martin v. Mott (12 Wheat. 19) : Wor 
eo. Vv lnited tates (216 U0. S 177): Dakota Central Tele phor 
Dakota (250 U 8): United States v. Chemical Foundatio 
1) As stated » Justice Story in Martin v. 


enever a statute eg a discretionary power to any person, to b 


) 
i 


dgment 


a change of rate is necessary is 1 
( 


om 


Wott, supra (np 


him upon his own opini of certain facts, it is a sound rule of cor 


that sty 


atute constitutes him the sole and exclusive judge of t 
the reasoning which underlies this proclamati« 

ivasion of the legislative and executive domains 
itution it is exclusively for Congress, or those to whom it del 
to determine what tariffs shall be imposed. Here the 
ted in full conformity with the statute. 
when the evercise of his discretion is challenged.” 


Af 


iuthori Pres 
No question of law is raise: 


fter the decision in the Bush case, another attempt was made to obtain judi 
review of the Commission’s findings under section 336. This time the claim 
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s that a review of the action of the Tariff Commission was available under 
Administrative Procedure Act. The case was brought in the United States 
stoms Court 7. M. Duche vy. United States (26 U. 3. Custom Courts Reports 
and that court rejected the plaintiff's contention. The case was appealed 
the Court of Customs and Patent Appeals, which ailirmed the decision of the 
oms Court (39 C. C. P. A. 186). Citing the Bush case, the appellate court 
jected the appellant’s new contention in the following language: 
Appellant’s contention that it is entitled to a judicial review of the procedure 
the Tariff Commission under the Administrative Procedure Act is predicated 
n its claim that it is ‘a person suffering legal wrong because of any agency 
tion, oO} adversely affected or rerieved by such action.’ We think appellant 
s suffered no legal wrong because, as stated by the Supreme Court in the 
wegian Nitrogen Products case, supra, ‘No one has a legal right to the main- 
nee of an existing rate of duty.’ The action of the Tariff Commission being 
only, its advice that the rate of duty should be increased cannot be 
adversely affect’ appellant because it is only when the President 
Ldvice that appellant could be affected and, as above set out, the 
President is no more subject to judicial review under this statu 
scheme than if Congress itself had exercised that judgment.’ Certainly 
action of the Tariff Commission can be reviewed to determine whether or 
it followed the statutory formula in compiling its report to the President. 
at is provided for by section 514 of the Tariff Act of 1930 and such a review 
is had by appellant in the previous Duche case, supra, reported in 36 C. C 
\. (Customs) 19 C. A. D. 391. In our opinion, the Administrative Procedure 
did not broaden the scope of review to which appellant is entitled under sec 
n 514, supra We think that act does not authorize a judicial review of the 
‘oceedings before the Tariff Commission or of the discretionary acts of the 


noted that the Court of Customs and VPatent 

n of the Tariff Commission was “advisory onl} 

the President that the rate of duty should be increased 
adversely affeet appellant.” because it lv when the 


T 
i 
wellant could » af ‘ ‘ | that the 


advice that ap 
no more subject to judicial 


I 


tself had exercised that 
the President und 

r ff Commission’s recommendations 

noted that both in the Bush ecuse and the Dix 


iew was based upon a rationale which emp! 


Tariff Commission and the discretionary power 
under the statute. Under H. R. 4294 the Commission would 
1 advisory capacity and the President would not have such discretionary 
1 ‘ther this would create a right of judicial review under the Ad- 
Procedure Act—or even regardless of that act is a question which 
asily answered. The Commission's legal counsel belie that it would 
lat the question is not entirely free from doubt. T has not been 
ficient time to make a thorough examination of all legal implications 
proposed change in the status of the Commission 
is connection, it might be noted that under the proposed amendment 
22 the findings of the Tariff Commission “as to the facts” would be fin: 
difficulties involved in distinguishing between findings “of fact’ and 
“of law” are too well-known to require discussion here In any event, 
on 336 and the “escape clause” procedure contain no finality clause 
it is not the intention that Tariff Commission findings should be subject 
indicial review, it would probably be desirable that this be evidenced by 
plicit language. This question is important, because review of Tariff Com 
sion findings would have far-reaching implications which merit careful 
sideration but which it would not be practicable to go into in this report 
Attention is called to the fact that in amending subsection (a) of section 22 of 
Agricultural Adjustment Act the bill retains the present provision of the 
tute that Commission investivations under section 22 shall be conducted “sub 
to such regulations as the President shall specify.” [Italics supplied.] In 
ew of the change in relationship between the Tariff Commission and the Presi 
ent which the proposed amendment to section 22 would make, the word “Presi 
ent” in the second sentence of subsection (a) of section 22 should be changed to 
lariff Commission.” 





TRADE AGREEMENTS EXTENSION ACT OF 


ON 336 OF 
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ted States a foreis 
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is the so-called flexible tariff provisior 


i statutory rates of duty, within specifies 


legislation w 
would be appropriate to permit section ; 

n which concessions were granted in trad 
an international obligation was undertakei 
trade-agreements procedure with respect to the tariff treatment of 

» permit the application of section 336 to that product might result 
in the duty which would be inconsistent with the obligation. It 
this reason that section 336 was made inapplicable to articles included in 


¢} t ¢ 
tha 


ements 
repeal of the second sentence of section 2 (a) of the Trade Agreements 
would make that section operative with respect to articles on which tari! 
ssicns were granted, with the possible result sought to be avoided originally 
the existing law the President has discretion in the matter of putting 
nereased duties determined under the cost-equalization formula, and 
resident’s discretion were retained he could avoid putting into effect 
ich would be inconsistent with a tariff concession granted 
declini o take action under section 336. It may be 
eranted the obligation in the name of 
, m exercising a discretionary power which would 
obligation wwever this may be, the amendments which would 


tion 336 by 294 would allow the President no discretion in the 
establ f duty determined under the cost-equalizatior 
on, and, if the Commission found and reported t 
duty higl 

m issued by the President under the law would nec: 
tent with intermational obligations of the United States 


section 9 of H. R. 4294 would amend subsection (¢) of se 


er than existing trade-agreement rates wer 


of 1930 so as to eliminate the discretion granted the 
whether to put into effect rates of duty dete1 
under the cost-equalization formula. This has 


oners Ryder and Edminste) 


ind Edminster, while agreeing with the foregoing com 
to 9 of H. R. 4294, feel that t 
the brief statement of le vould clearly be the effects of sucl 
on the trade-agreement program of the United States, on the level of 
rates, and on its foreign trade. Determination of policy regarding thes« 
ies, of course, with the Congress. 


hese comments should be sup 
; 


iid seem clear that even under the least trade-restrictive interpretation of 

e, this bill would, if enacted, have the effect of greatly increasing tarift 

r other restrictions on imports into the United States and thus of s« 
vy constricting United States foreign trade, both import and export. In 
ii could be interpreted literally to call for the eventual exclusion from the 
Unitea States market of virtually all imports which are directly or indirectly 
competitive with products produced in the United States, if only the trade agre 
ments to which the United States is a party were to remain in effect long enough 
for these extreme results to occur. The procedures under the greatly broadened 
escape from trade-agreement obligations (sec. 6 of the bill) would, however 


fl } 


call for such an upscaling of duties or other restrictions on competitive imports 
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vith respect to which trade-agreement concessions have been made as to lead, 
n all probability at an early stage, to the disruption of virtually all of the agree 
ents nade under the Trade Agreements Act. In any event the result would be a 
arked increase in the height and restrictiveness of United States duties and a 
mplete reversal of the policy which has been pursued since the initiation of 
e trade-agreements program in 1934. 


ECTION 10 PROPOSED AMENDMENT TO SECTION 337 OF THE TARIFF ACT OF 1930 

Section 10 of H. R. 4294 proposes certain amendments to section 357 of the 
fariff Act of 1930. Section 337 deals with ‘unfair methods of competition and 
infair acts” in the importation of articles into the United States “the effect 
or tendency of which is to destroy or substantially injure an industry, efficiently 
nd economically operated, in the United States, or to prevent the establish- 
ment of such an industry, or to restrain or monopolize trade and commerce in 
the United States,” and declares such methods of competition or acts to be 
inlawful. 

Under section 337 it is the function of the Tariff Commission “to assist the 
President in making any decisions under this section” by investigating any 
alleged violation of section 337 on complaint under oath or upon its initiative. 
he statute provides for hearings in such investigations and for findings and 
recommendations by the Commission. It makes a finding showing a violation 
of the section subject to review by the United States Court of Customs and 
Patent Appeals, on questions of law only, and provides that the final findings 
of the Commission should be transmitted to the President. If the existence of 
in unfair method of competition or unfair act is established “to the satisfac 
tion of the President” the statute provides that he shall direct that the articles 
concerned shall be excluded from entry into the United States. 

The proposed amendment would eliminate the discretionary power granted 
to the President under section 337; that is, it provides that the President shall 
direct exclusion if the Commission determines that an unfair method of com 
petition or unfair act in the importation of the article in question exists. This 
change in the law would follow the pattern which H. R. 4294 sets for other 
provisions of law where the Commission now acts in an advisory capacity and 
the President is vested with final discretion. 

Section 10 (b) of H. R. 4294 would amend section 337 (b) to provide that the 
Commission “shall investigate any alleged violation of this section on complaint 
under oath.” Under this mandatory language, the Commission would be required 
to institute an investigation whenever a complaint under oath was filed. At the 
present time, section 8337 (b) provides that the Commission “is hereby authorized 
to investigate” such alleged violations. This language, which has remained 
unchanged since its original enactment as part of section 316 (b) of the Tariff 
Act of 1922, has been construed by the Commission to permit it, upon receipt of 
a complaint, to make a preliminary inquiry to determine whether the institution 
of an investigation for the purpose of section 337 is warranted. This construc- 
tion of the statute has been reflected in the Commission’s procedures since 1922. 

The law of unfair competition is complex, and often complaints are based upon 
situations which, although considered “unfair” by the complainants, are clearly 
not within the purview of section 337. The preliminary inquiry is desiened to 
enable the Commission to make a sufficient study of the charges made in the com 
plaint to enable it to determine whether a prima facie case under section 537 
exists. It is believed that this is a desirable method of procedure and should 
be retained in the interests of orderliness, economy, and avoidance of unwar- 
ranted subjection of business interests to loss of time and money. 

Section 10 (ad) of H. R. 4294 would insert a new provision in the law requiring 
the Commission to make public its final findings to the President within 30 days 
after the date on which its report is transmitted to the President. At present 
reports to the President are not made public by the Commission until the Presi 
dent has taken action thereon. 

Section 10 (e) of H. R. 4294 would amend section 337 (e) to provide that 
“whenever the existence of any such unfair method or act shall be established 
to the satisfaction of the Commission and reported to the President, he shall 
direct” the exclusion of the articles concerned. However, under the proposed 
amendment of section 337 (e), the Secretary of the Treasury would be recuired 
to refuse entry of the offending articles “upon information of such action by the 
Commission.” This would mean that the Commission would be responsible for 
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the Secretary of the Treasury that the President has directed the exclu 

the offending article from entry. Under existing law, the President’s 

rder is directed to the Secretary of the Treasury, who takes action accordingly, 

and it is supposed that if the law is amended as proposed this would still be the 

Cast If so, there would be no point in having the Tariff Commission advise the 

Secretary of the Treasury that the President had directed the Secretary to 
exclude the article in question from entry 

Section 337 (e) of the Tariff Ac if amended as proposed, would retain the 

sentence thereof reading “The decision of the President shall be cor 
clusive.” If sect 337 is amended as proposed, the President would make no 
decision.” He would simply perform the ministerial task of directing the 
Secretary of the Treusury to exciude the offending article in question from 
entry. It would seem that if the relationship between the Commission and the 
President is altered as proposed, the last sentence of section 3387 (e) should be 
de eted 

Section 337 (f) now provides that the President may request the Secretary 
temporarily to exclude an article from entry pending complete investigation, 
whenever the President has reason to believe that the article is offered or sought 
to be offered for entry in violation of section 337 but does not have sufficient 
information to satisfy him thereof. These directives are referred to as “tem- 
porary exclusion orders” and articles covered by a temporary exclusion order 
may under the statute be permitted entry under bond pending the outcome of 
the investigation. Section 10 (f) of H. R. 4294 would amend section 337 (f) 
to permit the Commission to order the Secretary of the Treasury to exclude 
an article from entry pending the conclusion of the investigation. Thus, while 
section 337 (e) as proposed to be amended would provide for exclusion of 
articles on the direction of the President, section 237 (f) as proposed to be 
amended would provide for temporary exclusion on direction of the Tariff 
Commission. The question is raised as to whether it would be appropriate 
for the Tariff Commission to issue instructions to the head of an executive 
department 

Section 337 (g) provides: 

“Any refusal of entry under this section shall continue in effect until the 
President shall find and instruct the Secretary of the Treasury that the condi 
tions which led to such refusal of entry no longer exist.” 

Section 10 (g) of H. R. 4294 would change the word “President” to “Com- 
mission” and such change would mean that exclusion orders of the President 
would be terminated by Tariff Commission instructions to the Secretary of the 
lreasury 


PROPOSED AMENDMENTS TO SECTION 3¢ OF THE TARIFF ACT OF 1930 


Section 303 of the Tariff Act of 1930 prov ides for the imposition of special duties 
on articles dutiable under the Tariff Act of 1930 to countervail “any bounty or 
grant upon the manufacture or production or export of any article or merchandise 
manufactured or produced” in the country of origin. The statute does not define 
a “bounty or grant,” and the determination of whether a “bounty or grant” 
ictually exists in a particular case is made in the first instance by the Secretary 
of the Treasury (who administers the countervailing-duty provision). The ques- 
tion of whether the payment or bestowal of any benefit to manufacturing, pro- 
duction, or export in a particular case constitutes a “bounty or grant” is subject 
to ultimate determination by the courts. 

Che amendments to section 303 of the tariff act which are proposed by section 11 
of H. R. 4294 wolud make explicit what now is implicit, i. e., that the additional 
countervailing duties shall apply whether a “bounty or grant” occurs “by special 
or multiple rates of exchange in terms of the United States dollar, by any other 
exchange control, or by any other means.” 

While the Tariff Commission does not administer section 303, and has not 

ide any study of its administration by the Treasury Department, it is known 

t the Treasury has been confronted, particularly recently, with the question 
‘tion 308 where particular imports from certain countries 
have benefited from multiple-exchange practices of those countries. As pointed 


out above, the proposed amendment te section 303 would make it explicit that 


if the application of se 


section 303 applies where multiple-exchange practice results in the payment or 
bestowal of a “bounty or grant.” Whether any actual change in practice would 


‘ 


resnit 


rom the proposed amendment to seetion 303, the Commission is not i nt 
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exclude any method by which a ‘bounty or grant” may be paid or bestowed. 
SECTION 1 PROPOSED AMENDMENTS TO THE ANTIDUMPING 


Section 12 of H. R. 4294 would amend section 201 (a) of the Antidumping Act 
1921 The principal effect of the amendment would be to eliminate the provi 
nin the Antidumping Act which makes the imposition of dumping duties cot 
igent upon a finding that “an industry in the United States is being or is likely 
be injured, or is prevented from being established” by reason of the importa 
n of the merchandise in question 
The Antidumping Act of 1921 at present is aimed at only such dumping which 
njurious to a domestic industry or which prevents the establishment of a 
mestic industry rhe proposed amendment would eliminate this concept and 
ndemn dumping per se. The inclusion in the present law of the language 
ferred to above was intended to contine the antidumping measures provided for 
erein to those instances where the dumping was injurious to the industrial 
onomy of the United States and to tolerate “dumping” when it had no such 
fect Whether consuming interests in the United States should be deprived of 
rgain” foreign merchandise when no harm results to the domestic industrial 
nomy is a question of policy for the Congress to decide 
The Commission has no information regarding the experience of the Treasury 
partment in administering the “injury” provision of the Antidumping Act, but 
knows from its own experience that the question of determining injury to the 
mestic industry by reason of imports is not always an easy one. It is assumed 
it the committee in charge of the proposed legislation will obtain the Treasury 
partment’s views on the proposed amendment 
The attention of the committee is called to the provisions of article VI of t 
neral Agreement on Tariffs and Trade. Paragraph 1 reads in part as follows: 
lhe contracting parties recognize that dumping, by which products of one 
untry are introduced into the commerce of another country at less than 
e normal value of such products, is to be condemned if it Causes or threatens 
iterial injury to an established industry in the territory of a contracting 
rty or materially retards the establishment of a domestic industry 
Paragraph 6 of article VI reads as follows: 
No contracting party shall levy any antidumping or countervailing duty 
the importation of any product of the territory of another contracting party 
nless it determines that the effect of the dumping or subsidization, as the 
se may be, is such as to cause or threaten material injury to an established 
mestic industry, or is such as to retard materially the establishment of a 
mestic industry The contracting parties may waive the requirements of 
is paragraph so as to permit a contracting party to levy an antidumping or 
untervailing duty on the importation of any product for the purpose of off 
etting dumping or subsidization which causes or threatens material injury 
an industry in the territory of another contracting party exporting the product 
neerned to the territory of the importing contracting party.” 
The general agreement is being applied by the contracting parties thereto 
yursuant to the “Protocol of Provisional Application of the General Agreement 
Tariffs and Trade, dated October 30, 1947,” under which the United States 
is undertaken to apply provisionally, on and after January 1, 1948, “Part IT 
f [the general agreement] to the fullest extent not inconsistent with existing 
vislation.” Since article VI of the general agreement is in part II of that 
vreement, the United States by the aforementioned protocol has undertaken 
to apply article VI of the general agreement to the fullest extent not incon 
istent with legislation existing on October 30, 1947 Accordingly, it would 
ppear that the elimination from the Antidumping Act of 1921 of the “injury’ 
riterion, as proposed by H. R. 4204, might lead to the imposition of antidumping 
uties contrary to paragraph 6 of article VI of the General Agreement on Tariffs 
nd Trade 
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PROPOSED IMPORT QUOTAS FOR CRUDE PETROLEUM AND RESIDUAL FUEL OIL 
Not Reference to tables herein are to tables in appendix A 


Introduction 


Section 13 of H. R. 4294 would amend part I of title IIT of the Tariff Act of 


1930, as amended, by inserting after section 321 four new sections (322, 323, 324 


»> 


ind 325 Subsection (a) of the proposed section 322 of the tariff act would 
impose an overall import quota on “crude petroleum and all products derived 
therefrom (including residual fuel oil and oil for supplies of vessels at United 
States ports but excluding oil for manufacture and reexport).” The total quan 
tity of these products (in the aggregate) which could be “imported into the 
United States from all countries in any calendar quarter of any year” could not 
exceed 10 percent of the domestic demand for all petroleum oils in the United 
States (as reported by the United States Bureau of Mines) for the corresponding 
quarter of the previous year.’ However, within the overall 10 percent import 
iiitation on these products, one of the products, viz., residual fuel oil, would be 
singled out for separate treatment. The total quantity of residual fuel oil which 
could be “imported * * * in any calendar quarter” could not “exceed 5 percent 
of the domestic demand for residual fuel oil in the United States (as reported 
by the United States Bureau of Mines) for the corresponding quarter of the pre 
vious year.” 

Subsection (b) of section 322 would permit the President to modify or suspend 
either one, or both, of the quotas under certain conditions. 

Crude petroleum is one of the basic raw materials of modern industry and 
transportation, comparable in essentiality with iron ore and coal.‘ The most 
important products made from crude petroleum are gasoline, kerosene, distillate 
fie: ol, residual fuel oil, lubricating oil, and asphalt. 

Production of crude oil in the United States is widespread, from nearly 475,000 
wells in several thousand fields scattered throughout 27 States, Nearly 45 per- 
cent of total production comes from fields in Texas, more than 25 percent from 
other States in the midcontinent-gulf region (principally Louisiana, Oklahoma, 
Kansas, and New Mexico), and about 16 percent from California. 

The rate of production is determined to a considerable extent by the action of 
regulatory authorities in Kansas, Louisiana, Oklahoma, and Texas. Each au- 
thority decides monthly the maximum allowable statewide production, and 
allocates the total quantity among the individual producing fields. When de- 
inand is strong, “allowables” are increased; when demand weakens, and above 
ground stocks are becoming burdensome, “allowables” are decreased. However, 
the various authorities by no means act in concert. For example, in 1949 pro- 
duction in Texas was 17 percent, and in Kansas 8 percent, less than in 1948, but 
in Oklahoma the decrease was less than 2 percent and in Louisiana output 
actually increased more than 5 percent. 

Statistics with respect to imports of crude petroleum and its products, by 
principal countries, for 1952, are shown in table 4. 


Products to which proposed quota limitations would apply 


The overall 10-percent quota would apply to “crude petroleum and all products 
derived therefrom (including residual fuel oil and oil for supplies for vessels 
at United States ports but excluding oil for manufacture and reexport).” The 
5-percent quota within the overall 10-percent quota would apply to residual fuel 
oil. The key words defining the overall quota “crude petroleum and all products 
derived therefrom” have no exact counterpart in existing tariff legislation and 
their precise scope is not easily defined. In the absence of definite information 
as to their intended scope, the Commission, in preparing import statistics and 
in commenting on the proposed quota provisions, has assumed that the products 
which would be subject to the quota are those presently classified for tariff 
purposes under paragraph 1733 of the free list of the Tariff Act of 1930 the 
so-called petroleum paragraph) ° and, in addition, petroleum asphaltum (solid 


} 


able 1 shows statistics with respect to domestic production, exports, and imports for 
imntion of crude petroleum for the years 1946 through 1952. 
1 


‘ables 2 and 8 show statistics with respect to domestic production. exports, and imports 
sumption of petroleum products for the years 1939 and 1948 through 1952. 


i provides for the free entry of “Oils, mineral: Petroleum, crude, fuel, or 
nd all distil'ates obtained from petroleum, including kerosene, benzine, naphtha, 
, paraffm, and paraffin oil, not specially provided for.”’ 
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ind liquid) presently classified under paragraph 1710 of the tariff act free list.‘ 
whether or not this assumption as to the intended scope of the language is 
orrect, attention is invited to the desirability, if not necessity, of wording re- 
strictive legislation of the type here involved so as to leave no doubt as to the 
products which would be subject to the restrictions imposed. 
“Oil for manufacture and reexport” is excluded from both quotas If this 
ingua were enacted into law, it is believed that serious administrative prob- 
would ensue. It manifestly would be extremely difficult for the Customs 
Service, in administering an absolute quota, to follow imported oils into con- 
sumption in the United States for the purpose of insuring that they were used 
only to manufacture products for export It is understood, however, that the 
ce is actually intended only to permit the continued importation of petrol- 
without quota restriction, for entry into customs bonded manufacturing 
yarehouses established under authority of section 511 of the tariff act, as 
nended, there to be used exclusively in the manufacture of products for export. 
If this is the intent, and the language is redrafted to express such intent clearly, 
he serious administrative problems would be avoided. 


ent customs treatment of crude petroleum and of the other products to which 
the proposed quotas would apply 


(As indicated above, the imported petroleum products which the Commission 
as assumed would be subject to the proposed quotas are admitted free of 
duty under paragraphs 1710 and 1733 of the Tariff Act of 1930. The duty-free 
tatus of petroleum asphaltum under paragraph 1710 and of the other petroleum 
products in question under paragraph 1733 has been bound pursuant to con- 
cessions granted by the United States in the bilateral trade agreement with 
Venezuela (as supplemented) and/or in the General Agreement on Tariffs and 
Trade (GATT). 

Nearly all of the petroleum products, although free of duty under the tariff 
ict, have been subject to import taxes at various rates since the enactment of 
section 601 (c) (4) of the Revenue Act of 1982. The import taxes were made 
permanent by section 501 of the Revenue Act of 1941 and are now provided for 
in section 3422 of the Internal Revenue Code. The import-tax rates are shown in 
the following tabulation: 


leum, topped leum, and fuel oil 
from petroleum (including fuel oil known a 
testing 
Under 25 degrees API 14 cent per gallon 
25 degrees API or more 4e cent per gallon 
Gasoline and other motor fuel -- 2)4 cents per gallon 
Lubricating oil 4 cents per gallon 


Liquid derivati ‘rude petroleum not specified 


} 
i r 


Mineral oil of medicinal grade 19 cent per ga 
Other 4 lo cent per gallon vent per gallon.’ 
Paraffin and other petroleum wax products 1 cent per pound lo nt per pound. 


Also includes residual fuel oil 
2 Effective Oct. 11, 1952 
Effective Jan. 1, 1948 
4 Includes liquid petroleum asphaltum, 


The reduced rates shown apply to products of non-Communist countries and 
were made effective pursuant to concessions granted by the United States in 
the trade agreement with Venezuela (as supplemented) and in the GATT. 

Residual fuel oil and other oil for supplies for vessels at United States ports 
exempt from the import taxes under section 8451 of the Internal Revenue Code. 

Under the above-mentioned trade agreements, the United States has under- 
taken, among other things, (1) not to impose on any of the petroleum products 
described in paragraphs 1710 and 1733 customs duties in excess of the above- 
mentioned import taxes (if any) for such products, (2) to continue to exempt 
from imports taxes, under conditions specified in section 3451 of the Internal 


m is one of the products included in the Bur of Mines report of 
all petroleum oils 
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Revenue Code, any of such products for supplies for vessels at United States 
ports, and (3) to permit the importation of any such products into the United 
States without quantitative limitations. Thus, so long as these trade agreement 
undertakings remain in effect, the enactment of legislation imposing import 
quotas on the products in question would be inconsistent with such undertakings 


inalysis of proposed quota provisions 


The 10-percent quota.—The overall 10-percent quota would have reduced the 
total imports of petroleum products under paragraphs 1710 and 1733 of the 
Tariff Act of 1930 by 94.2 million barrels or 26.8 percent in 1952 if such quota had 
been in effect that year The attached table 5 shows a comparison of actual 
imports of such products for each calendar quarter of 1952 with the amounts 
which would have been permitted under the proposed 10-percent quota. 

Of all the products which would be subject to the proposed quota limitations, 
only crude petroleum and residual fuel oil have been imported in significant 
quantities. Thus, in 1952 (see table 6), these two products accounted for 96.8 
percent of the total imports of 351.9 million barrels, imports of crude amounting 
to 59 percent (207.5 million barrels) and of residual fuel oil to 37.8 percent 
(133.1 million barrels). With respect to the other petroleum products, imports 
of which have been insignificant, the United States not only produces sufficient 
quantities for its own requirements but also exports substantial quantities to 
foreign countries. It seems likely, therefore, that, if the proposed 10-percent 
quota were made effective, crude petroleum and residual fue! oil would continue 
to be the only products which, within the prescribed quota limitations, would be 
imported in significant quantities. 

What proportion of the overall 10-percent quota would be supplied by imports 
of crude and what proportion by imports of residual fuel oil is difficult to foresee. 
If the 5-percent quota for the latter product were an exclusive quota, there is 
little doubt that such quota would be filled for each calendar quarter. Such, 
however, would not necessarily be the case since the 5-percent quota would be 
merely a maximum permissable quantity within an overall quota for crude 
petroleum and products derived therefrom. Moreover, the proposed leg'slation 
makes no provision for equitable allocation of the quotas among foreign suppliers 
or domestic importers and such quotas would be filled on a first-come first-served 
basis. Thus, while imports of residual fuel oil could never exceed the 5-percent 
quota provided for such product, imports of other petroleum products could, 
by reason of prior importation, reduce the quota quantity available for imports 
of residual fuel oil below the 5-percent maximum. 

It will be noted from table 7 that during the period from 1947 to the present 
(including estimated figures for the first calendar quarter of 1953) the ratio of 
imports for 1 year to domestic demands for the preceding year has increased 
from 9.0 percent to 14.1 percent. In view of this decided trend toward an ever 
increasing ratio of imports as compared to domestic demand, there seems little 
doubt that the 10-percent quota sooner or later would restrict imports of crude 
petroleum. However, it will be noted that, by reason of the inclusion in the 
10-percent quota of 10 percent of the domestic demand for residual fuel oil while 
the maximum import quota for such product would be limited to 5 percent of 
such demand, the actual import quota allowable for other petroleum products 
(which, as previously indicated, would probably consist almost wholly of crude) 
would exceed 10 percent of the domestic demand for all petroleum oils exclusive 
of residual fuel oil. Thus, assuming the quotas were in effect during the entire 
calendar year 1953, the overall 10-percent quota would be 266.5 million barrels: 
the maximum quota for residual fuel oil would be 27.8 million barrels or 5 per 
cent of the 1952 domestic demand for such product; and the minimum quota for 
all other petroleum products would be 228.7 million barrels or 11.3 percent of 
the 1952 domestic demand for all petroleum oils than residual fuel oil. 

Assuming, in the following example, that the proposed quotas were in effect 
during the entire year of 19538, that the 5-percent residual fuel oil quota was filled, 
and that the remainder of the 10-percent quota was filled by imports of crude 
petroleum, it will be seen from the following illustration that imports of crude 
petroleum during 1953 would exceed imports of crude during 1952 by 15 per- 
cent: 
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Million barre 


Domestic demand of all petroleum oils, 1952 s anon 2, 665. 


Overall quota (10 percent) for 1953 266. 5 
Substract residual fuel oil quota (5 percent of domestic demand for 
residual fuel oil) 


Quota for petroleum products other than residual fuel oil 
Imports of crude petroluem, 1952 


Excess of 1953 quota over 1952 crude imports 
Permissible percent of increase for crude based on 1952 imports 
percent 


The 5-percent quota.—The proposed legislation would, if enacted, reduce 
drastically the quantity of residual fuel oil imported into the United States. The 
ittached table 8 compares the actual imports of residual fuel oil for each calen- 
dar quarter of 1951 and 1952 with the maximum amounts which could have been 

dmitted under the proposed quota. It will be noted that the maximum imports 

which could have been permitted under the proposed quota during the calendar 
uarters of 1951 and 1952 would have been from approximately one-fifth to 
me-third of the quantities which were actually imported. 

Residual fuel oil is a byproduct of the refining of crude petroleum. It is 
used mainly to generate steam for both heat and power. Historically, it has sold 
f. o. b. refinery for lower prices per barrel than the price of crude at the wells. 
Since World War II, United States refiners have installed equipment which has 
enabled them to recover higher proportions of the more valuable products— 
notably gasoline and distillate fuel oil—at the expense of recovery of residual 
fuel oil. The extent of this decline in the proportionate yield of residual fuel 
oil is indicated by the following data covering all domestic refineries (quantities 
n thousands of barrels) : 


Output of residual fuel oil 
Crude run to 


stills Yield (per- 


Qué 
guantity cent) 


It will be seen from these figures that the yield of residual fuel oil decreased 
steadily from 24.9 percent of crude run to stills in 1946 to 18.6 percent in 1952. 

Tables 9, 10, and 11, attached hereto, contain additional data concerning 
imports and supplies during the period 1946-52, and consumption by uses, 1950 
and 1951. Data on supplies and consumption (tables 10 and 11) are shown 
for the country as a whole and for PAW districts 1 and 3° of the 5 districts 
into which the Petroleum Administration for War divided the country in con- 
nection with the administration of wartime controls over the distribution 0: 
petroleum products. District 1, the Atlantic coast area, accounts for practically 
all of the imports and nearly 60 percent of domestic consumption of residual fuel 
oil. District 3, the gulf coast area, is the source of a large part of the domestic 
residual fuel oil consumed in district 1. The New England and Middle Atlantic 
portions of district 1 constitute the area in which residual fuel oil, both domestic 
and imported, comes into competition on the largest scale with domestic bitn- 
ininous coal. If the volume of imports of residual fuel oil were drastically 
reduced as proposed in the bill under consideration, therefore, the effect of the 
reduction would be felt mainly in New England and the Middle Atlantic areas. 

Vhile it would be physically possible for domestic refiners to increase the 
production of residual fuel oil to offset the curtailment of imports proposed by 


PAW (Petroleum Administration for War), district 1, comprises the Atlantic Coast 
States plus West Virginia ; PAW district 3 comprises the Gulf Coast States plus Arkansas 
and New Mexico 
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s on technical features of the propose d legislation 


The proposed legislation would limit the total quantity of crude petroleum and 
all products derived therefrom (including residual fuel oil) “which may be 
imported into the United States” [emphasis added] in tariff legislation, mer 
chandise is generally regarded as having been “imported” when it arrives within 
the li ts of a port of entry It often happens that imports subject to quota 
limitations arrive at a port of entry after the quota for the particular period has 
been filled Under the langu ge of the proposed legislation, residual fuel oil 
arriving at a port of entry after the quota had been filled would automatically 
become prohibited merchandise subject to seizure or other drastic measures 
\nother difficulty regarding use of the term “imported” is that residual fuel 
vil in bonded storage tanks at the opening of the initial quota period would not 
be subject to the quota because it would not have been “imported” within a quota 
period. This might result in more oil than the intended quota quantity going 

to consumption and bunkering during some quota period. In most recent tariff 
legislation Congress has avoided the problems (including administrative prob 
lems) incident to the use of the term “imported” and has used the language 
“entered, or withdrawn from warehouse, for consumption” instead. This could 
be accomplished in the proposed legislation by substituting for the words ‘im 
ported into the United States” in line 24 on page 13 and in lines 8 and 9 on page 
14 of the bill the language “entered, or withdrawn from warehouse, for con 
sumption or for supplies for vessels at United States ports.” If this substitu 
tion were made, the language “including residual fuel oil and oil for supplies 
for vessels at United States ports” in lines 21 and 22 on page 13, and the lan 
guage “residual fuel oil for supplies for vessels at United States ports” in lines 
5, 6, and 7 on page 14 of the bill, could be deleted as surplusage. 

The quota quantities proposed would not exceed certain fixed percentages of 
“the domestic demand” for “all petroleum oils” and for “residual fuel oil” for 
the corresponding calendar quarter of the previous year, “as reported by the 
Bureau of Mines” [emphasis supplied]. The term “domestic demand,” which 

Bureau of Mines as “total demand less exports,” * is apparently 


in the footnote on p. 1 of Petroleum and Petroleum Products, a reprint 
es Minerals Yearbook, 1950 
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understood by the petroleum industry. However, it is the Commission's under- 
standing that this term is not presently defined by law and is not necessarily 
a fixed concept. The meaning of the term can be ascertained only when the 
terms “total demand” and “export” are defined. The definition of the term 
“total demand” in turn introduces two other terms, viz, “new supply” and 
“reported stocks.’ As is often the case with terms established for pa ‘ular 
purposes, the meanings of the terms in question involve arbitrary distinctions. 
In view of the restrictive nature of the proposed legislation, the basis for the 
quota should be clear and unambiguous, particularly the meaning of the term 
‘domestic demand.” This could be accomplished (1) by inserting in the bills 
language specifically adopting the existing Bureau of Mines definition or (2) by 
writing into the bills a complete definition of that term. 

It is noted that the term “United States” is used in the proposed subsections 





{ 





a) (1) and 1) (2) in two different geographical senses. In line 24 on page 
13 and line 9 page 14, “United States” is used with reference to importation 
in its tariff sense and includes “all Territories and possessions of the United 


Stutes, except the Virgin Islands, American Samoa, Wake Island, Midway 
Island, Kingman Reef, and the island of Guam” (see section 401 (k), Tariff Act 
of 1930, as amended) ; whereas in lines 2 and 11-12 on page 14, the term is used 
with reference to domestic demand as reported by the Bureau of Mines and 


includes only continental United States. 
SECTION 13 PROPOSED ADDITIONAL DUTY ON LEAD AND ZIN{¢ 


Introduction 

Section 13 of H. R. 4294 would add four new sections (322, 323, 324, and 325) 
to the Tariff Act of 1930. as amended. The last three of these propo ed new 
sections would provide for the imposition under certain circumstances of addi 


tional duty on lead and zine articles presently dutiable under paragraphs 
72, 77, and 391-394 of the Tariff Act, as modified. Under these proposed new 
sections, when the domestic market price of lead or zine is below a specified 
base el, a duty calculated according to specified formulas would apply to 


the lead or zine articles in addition to the duty imposed on such articles under 
the above-mentioned paragraphs. 


The proposed additional duty on imports of lead or zine would increase as the 
idijusted base price’ exceeded the “domestic market price’ of the respective 
metal Such duty, varying inversely with the domestic market prices, is 
referred to as “sliding scale” or “sliding-scale stabilization” import duty or tax.” 
There follows a brief review of develonments in the markets for lend and zine and 
nl nts on provisions in section 13 of the prope ed legislation relating to 


additional duty on lead and zine articles 
Recent developments in the markets for lead and zine 


The demand for lead and zinc greatly exceeded 


Lead and ne shortage in 195]. 
tl ivailable supply from about the time of the outbreak of the Korean war 
until about the beginning of 1952. This was especially true in the United States, 
nd to a lesser extent in Europe. This situation was reflected in sharp price 
advances. However, the rise of prices in the United States in 1951 was limited 


by Government price ceilings; in foreign markets the prices of lead and zine rose 
to much higher levels than in the United States. For example, the price of 
Mexican lead, f. a. s. gulf ports, in 1951 Was as much as 5%¢ cents per pound above 
the United States ceiling price, and the price of Mexican zine, f. a. s. gulf ports, 
was as much as 143%, cents per pound above the ceiling price at which zine was 
permitted to be sold in the United States. Even in countries where the govern- 
ment fixed the prices at which lead and zine could be sold, as in the United King 








initions in the footnote on p. 1 of Petroleum and Petroleum Products, a reprint 
from the Bureau of Mines Minerals Yearbook, 1950 
‘The imposition of a slidins 











scale import duty on lead and zine has been the 
other bills recently introduced in Congress (¢« H. R 0, S. 1562, H. R 
H. R. 4796). The provisions in these bills for the sliding-scale import duty « 
zine e identical with the provisions in H. R, 4294 
Other pre sals } e heen made recently with a view to stabilizing the domestic market 
prices of lead and zine and other metals and preserving or stabilizing the domestic lead 
and zine-mining industry Among these is Senate bill (S. S69) ft 1 Metals 
Credit Corporation Another proposal, recently advocated by the Ir t mn of 
Mine, Mill. and Smelter Workers, is a premium-price plan, such as the one in effect during 
and shortly after World War II Through such a plan, hi cost producers who could not 
operate under existing market prices of metals would be paid additional ar unts by the 
er! t for their production, ' 
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France, the selling prices of these metals in those countries were 
at considerably higher levels than the ceilings at which prices were 
» United States 
} ports.—Tables 1 and 2, appendix B, show, 
d and zine, world consumptien and production and United States consump- 
production, imports, and exports, in specified years 1937-52. 

The disparity between the prices of lead and zine in the United States and 
in foreign countries diverted foreign supplies of these metals away from the 
United States in 1951 As a consequence, United States net imports (imports 

inus exports) f unmanufactured lead in 1951 were 60 percent below the 

of net imports in 1950 and United States net imports of unmanufactured 
1951 were 25 percent below the level of such imports in 1950. This 
ad and zine imports in 1951 aggravated the shortages of these 

he United States in that year 
creased supply of lead and zine in Europe in 1951 partly because of 
pplies of foreign metal away from the United States (which 
to 1951 had absorbed the bulk of the output of most 
coupled with reduced European buying of these metals, 
end of 1951 in a decline in foreign lead and zinc prices. 
irket prices of lead and zinc, such as those at Mexican gulf 
approximately eq to the United States selling prices after 


of 1952 


changes in United States in 


disappearance of the disparity between, the United States and 
of lead and zine early in 1952 and the continued slack European 
ther with the suspension of the import duties on lead from February 
ne 26 (Public Law 257, 82d Cong.), and on zine from February 12 to 
July 24 (Public Law 258, 82d Cong.), greatly stimulated United States imports 
in 1952. United States imports of lead and zine in 1952 were higher than in 
ny other year Net imports of lead in 1952 were 184 percent above the level 
of imports in 1951, and 104 percent above the average for 1946-51. Net imports 
of zinc in 1952 were 120 percent above those of the previous year and 127 percent 
ubove the average for 1946-51. Net lead imports in 1952 were equal to about 
S2 percent of total United States lead production (mine output plus lead recov 
ered from old scrap); net zine imports in 1952 were equal to about SS percent 
of the total zinc production Lead imports in January and February 1953, 
the last months for which data are available, amounted to 44,986 tons per 
month compared with 53.637 tons per month imported in 1952 (see table 10, 
appendix B); zine imports in January and February amounted to 27 tolis 
per month compared with 58.271 tons per month in 1952 (see table 11, appe B). 
United States imports of lead and zine in 1952, by country of origin, kind of 
material, and customs treatment, are shown in appended tables 3 and 4, respec- 
tively Imports by kind of material_and customs treatment, in specified years 
1937 to 1952, are shown in appendix B, tables 5 and 6 for lead and zinc, respec- 
tively. Total imports by country of origin, in specified years 1937 to 1952, are 
shown in appendix B, table 7 for lead and tahe 8 for zine 
Recent changes in the price of lead.—The United States market price of lead 
common lead at New York) first declined below the then existing ceiling price 
(of 19 cents a pound) on April 29, 1952, when it dropped to 18 cents a pound.” 
The price continued to decline and was 15 cents a pound in May 1952. The price 
rose to 16 cents a pound in June and remained at that level through the third 


Annual data on total United States consumption of lead shown in table 1 and of total 
zine consumption in table 2 and monthly data on total lead consumption shown in table 10 
and of slab-zine consumption in table 11 renresent consumption as reported to the U. S. 
I 1 of Mines on a monthly or annual basis rhese data do not include withdrawals for 

strategic Government stockpile Apparent consumption, such as may be calculated 

rom data shown in tables 1, 2. 10, and 11, from data on production. changes in producers’ 
ind consumers’ stocks (but not Government stocks, which are confidential), imports, and 
exports, would differ from reported consumption data partly because such calculated data 
would include withdrawals for the strategic stockpile as well as lead or zine actually 
consumed Apparent consumption of lead and zine, especially the latter, computed as 
indicated above would a'so differ from reported consumption because available data on 
rivate stocks are incomplete, because computed data would be based in part on total lead 
zine content rather than recoverable lead or zine content of some imports. and because 
production data exclude recovery of lead or zine from new scrap, sometimes referred to as 
run-around scrap, whereas reported consumption data include lead or zinc recovered from 
new scrap 
% Imports are here compared with production rather than with consumption ; see note on 
previous page regarding available data on consumption 
* All price ceilings on lead were removed by the Office of Price Stabilization on February 
12, 1953 
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quarter of 1952. Increased buying of lead by the United States Government 
r stockpiling may have had a stabilizing influence on the price 
In the fourth quarter of 1952, however, the price of lead dropped again—to 15 
cents on October 7, to 14 cents on October 14, and to 13.5 cents on October 22. 
During the remainder of the year the price fluctuated between 14 and 14.75 cents a 
pound. The declines in the price of lead in the United States beginning on October 
7 followed fairly closely the price drop in London with the resumption of private 
trading on the London Metal Exchange, beginning on October 1 The London 
price on October 1 dropped to slightly under 1314 cents a pound, which was equiva 
lent to about 1514 cents a pound delivered at New York, duty paid, whereas lead 
was selling in New York at this time at 16 cents a pound. Late in October after 
the resumption of private trading in lead on the London Metal Exchange, the 
London price dropped to about 10.4 cents a pound as the British Government sold 
about 15,000 tons of its lead stock to consumers.” ‘The decline in the price of 
lead on the London Metal Exchange was arrested after October as the British 
Government reduced its sales of the metal. 
\t the beginning of November 1952 it was reported that of the 
lead then held by the British Ministry of Materials, 9,000 tons would be set aside 
r sales for spot delivery at times when prompt deliveries were not available 
from normal trade sources. It was also reported that about 15,000 tons would be 
ld in the next 14 months on an average price basis, and that much of the 


SS8.000 tons of 


emainder would be retained for reserve stocks. 

Since the beginning of 1953 the price of lead in the United States has declined 
from 14.75 cents at the beginning of the year to 12 cents established on April 20 
and it has increased to 12.5 cents on April 29. The New York price of lead has 
continued to move up and down with the prices on the London Metal Exchange. 
On April 29 the price of lead on the London Metal Exchange was about 10% 
cents—equivalent to about 12°%¢ cents delivered at New York, duty paid. 

United States market prices of lead and zine from October 2, 1951, to date, com 
pared with average prices during 1937-39, are shown in appendix B, table 9. 

Recent changes in the price of zine.—The price of zine (Prime Western slab at 
ast St. Louis) first dropped below the then existing price ceiling of 19.5 cents on 

June 2, 1952." The price drop of 2 cents a pound to 17‘ cents was followed by a 
14%4-cent drov on June 5 and a 1-cent drop on June 18, establishing the price at 
15 cents a pound. The initial price declines were precipitated by the 2-month 

trike in the United States steel industry which began on June 2. When the 
steel strike was called, it became apparent that the demand for zine for galvaniz- 

ng purposes which normally accounts for one-third of the total zine consumption 
would be drastically reduced because of the shutdown of steel plants. The short 

age of steel which resulted reduced the output of automobiles and other products 
and thereby also reduced demand for zine for die castings used in making these 
products 

The price of zine continued to decline with some fluctuations even after the 
end of the steel strike and reached the current price of 11 cents a pound on March 
», 1958. In comparison with prices prevailing in the early part of 1952, the de 

ine in the price of zine since October 2, 1952, has been greater than that of lead 
The United States price decline since the termination of the steel strike was 
probably due in part to increased zine supplies, especially from imports in 1952, 
and in part to curtailment of zine buying in anticipation of price declines 
similar to those experienced in the lead market—upon the resumption of private 
trading in zine in London. 

Zine trading on the London Metal Exchange was begun on January 2, 1953. 
Although the British Government’s stocks of zine amounted to almost 200,000 

ons, the governinent agreed to dispose of no more than 4,000 tons a month during 
the first 6 months of 1953. The price of zinc on the London Metal Exchange 
declined with some fluctuations from about 11.9 cents a pound on January 2, 1953, 
to about 8.6 cents a pound on April 29; the latter price is roughly equivalent to 
ahout 10.8 cents delivered East St. Louis, duty paid. 

ecent decline in United States mine production and employment.—A large 
art of the lead and zine mine output in this country comes from mines pro 





“Very little lead was actually purchased in London for the account of United States 
buyers (United States imports of lead pigs and bars from the United Kingdom in the 
fourth quarter of 1952 amounted to about 1,500 tons.) But the possibility of such pur 
chases at prices lower than the prevailing domestic prices was apparently an important 
influence on the prices in the United States market 

1 All price ceilings on zine were removed by the Office of Price Stabilization on February 


12, 19538 
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ducing both metals. United States mine production of recoverable lead declined 
from 202,000 tons in the first half of 1952 to 182,000 tons in the last half of the 
year Production in January and February 1953, the last months for which data 
are available, amounted to 30,068 tons per month compared with a monthly 
average output of 30,451 tons during the last half of 1952 and 34,819 tons per 
month in the first 2 months of 1952. United States mine output of recoverable 
¢ dropped from 362,000 tons in the first half of 1952 to 299,000 tons in the last 
utput in January and February 1953 amounted to 51,290 tons 
per month compared with a monthly average of 50,151 tons for the last 6 months 
of 1952 and 59,136 tons per month in the first 2 months of 1952." 
The estimated total number of employees at lead and zine mines in the 
United States, according to data compiled monthly by the Bureau of Labor Sta- 


na ot the yea ( 





tistics, averaged 21,867 during the first half of 1952 compared with an average 
of 19.6 ng the last half of the year. The number of employees in mid 
Jal mid-lebruary, the latest months for which data are available, 
W 19,6 d 19,000, respectively. The number of employees in comparable 
months ¢ 2 iS 22,000) respectively. 

United State ine out] ier with producers’ and consumers’ stocks, 


consumption, imports (dutiable and free of duty), exports, and average prices, 


by months for the last 5 years are given in appendix b, table 10 for lead and 
ippel! x B, table 11 f Abit 


irticles to which proposed additional duty u wuld be applicable 


Under certain conditions discussed below, the additional lead duty would apply 











to articles dutiable under paragraphs 72, 391, and 892 of the Tariff Act of 1930, 
and the additional duty on zine would apply to articles dutiable under para- 
graphs 77, 393, and 394. Tariff descriptions of the various classes of articles 
dutiable under these paragraphs are shown in appendix B, tables 14 and 15. 

The e of imports in 1952 of the lead and zinc articles which would be 
subject to the proposed additional duty is as follows: ’ 

Lead aig ty gaia Zine Fikes 
materials 7 . materiais consumption 
Pa 1 le irs Par. 77: 1,000 dollars 

= 27 Zine oxide____-_-__- al 8S 
= Renee a 2 
1 sons 
140 Total of above ee 90 
36 == 
nts 151 
Ur : Unmanufactured zinc: 
Lead-bearing Par. 393: Zinc-bearing 
ores — 33, 240 ores oe etn 113, 827 
Par. 392: Par. 394: 
Lead bullion 1,138 Zine blocks, pigs, 
Lead pigs and bars 165, 019 slabs . 30, 219 
Type metal and ant Zine scrap, dross, 
monial lead 1, 154 ete ee a 536 
Scrap lead, ete 3, 219 ——_ 
Total unmanufac- 
Total unmanufac tured zine . 149, 582 
tured lead 206, T70 = 
Other lead articles: Other zine articles: 
Par. 392: Par. 394: 
Babbitt metal and Zine dust oc 39 
solder 526 Zine sheets 7 24 
Lead sheets pi 
et poe a 8 
For etailed diseus . if the 1952 mine output of lead and zine by States, the 
pring 1 producers, mine sl wns nd the principal causes of these shutdowns, see 
U. S. Bur f Mines, Mineral Market Report MMS No, 2142 (for lead) and MMS No 
. ppendix B, gives Unit States production, imports, and exports of these 
—_ 9 I Stat ’ n rts, and exports of lead pigments and zine 
Ox specif s ] 7 t ire shown in table 13, appendix B 
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It is apparent from the above tabulation for 1952, which is typical of the rela- 
tive importance of imports in other recent years, that of the lead- and zine- 
containing materials and articles to which the additional duty would be appli- 
cable under the proposed bill, the largest imports are of unmanufactured lead, 
primarily in the form of lead pigs and bars and lead in ores, and of unmanufac 

ired zine, principally in the form of zine in ores and zine blocks, pigs, or slabs. 
Che yolume of imports of other items is relatively small. 





Current rates of duty on articles which would be subject to additional duty 
The United States rates of duty applicable since 1930 to imports of lead articles 
duitable under paragraphs 72, 391, and 392 of the Tariff Act of 1980 are shown 
n table 14, appendix B. Likewise, the rates of duty applicable since 1/30 to 
imports of zine articles dutiable under paragraphs 77, 393, and 394 of the Tariff 
\ct are shown in table 15, appendix B. It will be noted that the rates of duty 
currently in effect for the principal articles are 14.6 cents per pound on lead 
metal, % cents per pound on the lead content of lead-bearing ores, 449 cent per 
pound on zine metal, and %5 cents per pound on the zine content of zinc-bearing 
ores; that these rates of duty were made effective June 6, 1951, and are imposed 

nder paragraphs 391-394 of the Tariff Act of 1930, as modified pursuant to 
coneessions granted by the United States in the General Agreement on Tariffs 

nd Trade; and that these rates of duty on imports of lerd and zine are 50 and 
GO percent, respectively, below the statutory rates prescribed in the Tariff Act 
if 1930 

It also will be noted that the rates on all the articles involved are reduced 

ates made effective pursuant to trade-agreement concessions granted by the 


United States to foreign countries In | 











inting these concessions, the United 
States undertook not to impose duties on these articles higher than those pres 





ently in force pursuant to these concessions, and so long as the concessions re- 
main in effect the imposition of higher duties on lead and zine would be incon 
sistent with this undertaking. The assessment of additional duties under the 
proposed formula, if enacted, would therefore be inconsistent with international 
bligations of the United States so long as these concessions are in effect. 

id valorem equivalents of 1930 and current rates of duty.—The -d valorem 
equivalents of the rates of duty now in effect, as well as of the 1930 rates, for 
the items to which the additional duty would apply are shown in appendix B, 
table 16, for lead items and table 17 for the zine items. The ad valorem equiva 
lents are based on the foreign value of imports. The computations were made 
or all imports, assuming the duties were assessed on imports entered free of 
luty as well as on dutiable imports. As indicated by appendix B, tables 5 and 
6, large proportions of the imports of lead and zinc were entered free of duty 
n the last 15 years. The bulk of the imports of unmanufactured lead were 
entered free of duty in 1988, 1989, during World War II and in the postwar 

ars, 1946, 1948, 1949, and 1952; the bulk of the imports of unmanufactured 
ine were duty free during World War ITI and in 1952 

The average ad valorem equivalents of the 1930 and current rates of duty 
omputed for unmanufactured lead and zine on the basis of the foreign values 

all imports of these items in 1939, 1951, and 1252 are as follows: 





I Ur ( 
tur i tured 
Ad \ I er I I3( rt value Pe I nt 
39 0.0 
1951 1] l 
1952 12. ¢ 13.7 
dv j et ri 
) f 1 ; 
10%} 
| ) ( 


The ad valorem equivalents of the current rates of duty based on import 
values in 1952 are 6.3 percent and 6.5 percent for unmanufactured lead and zinc, 
‘espectively. The ad valorem equivalents of the 1930 rates of duty based on 
import values in 1939 are 51.8 percent for unmanufactured lead and 30 percent 
for unmanufactured zine. The differences between the ad valorem equivalents 
of the 1930 rates of duty based on import values in 1939 and ad valorem equiva- 
lents of the current rates of duty based on import values in 1952 are due pri- 
marily to the increase in import values and to a lesser extent to the 50-percent 
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reduction in the specific rates of duty on lead imports and the 60-percent decrease 
in the specific rates of duty on zine imports. The differences in the ad valorem 
equivalents of the rates of duty based on import values in 1951 as compared 
with those based on import values in 1952 are due to lower import values in 1952 

When proposed additional duty would be applicable—Under the bill the addi- 
tional duty would apply to “articles imported during any quarter” except during a 
quarter when “the domestic market price of [common lead] [slab zinc] for such 
quarter equals or exceeds the adjusted base price of [common lead] [slab zinc] 
for such quarter.” (Italics added.) 

As a general rule articles are subject to duty at the rate or rates in effect 
at the time such articles are entered, or withdrawn from warehouse, for con- 
sumptior The bill would apparently depart from the general rule in the levying 
of the proposed additional duty As indicated above, under the bill the addi- 
tional duty would apply only to articles “imported’ ‘during a quarter when the 
domestic market price of lead or of zinc, as the case might be, for such quarter 
was below the adjusted base price. Inasmuch as articles are generally regarded 
as being “imported” when they arrive within the limits of a port of entry, it 
might be possible to import articles during a quarter when the additional duty 
was inapplicable, store the articles in a bonded customs warehouse, and subse 
quently withdraw them for consumption during a quarter when additional duty 
was applicable, but without payment of additional duty. 

If the general rule were followed so that the additional duty would apply ac- 
cording to the rate in effect at the time the articles were entered, or withdrawn 
from warehouse, for consumption, importers might be encouraged to warehouse 
articles imported during a quarter when additional duty applied, with a view to 
their subsequent withdrawal during a quarter when the additional duty was 
either low or inapplicable. 

Thus, whether the applicable rate is fixed according to the time of importation 
or according to the time of entry, or withdrawal from warehouse, for consump- 
tion, the result might be that importers and others would be encouraged to engage 
in speculative practices which would tend to defeat any stabilizing effect the 
additional duty might have. Moreover, whichever one of these concepts is ap- 
plied, the facilities of the foreign trade zones might be used as a means for 
avoiding, or reducing the amount of, additional duty payable. 

It might be possible to avoid the above-mentioned difficulties by providing that 
additional duty shall apply to an article entered, or withdrawn from warehouse, 
for consumption, if, at the time the article (1) arrived in the foreign trade zone, 
or (2) was imported into the United States, or (3) was entered, or withdrawn 
from warehouse, for consumption, a rate of additional duty was in effect, with 
the proviso that, if 2 or more of the events described in (1), (2), and (3) above 
should occur in 2 or more quarters, the highest rate applicable during any of 
such quarters would be the effective one 

{mount of the proposed additional duty.—The additional duty to he applied to 
articles “imported in any quarter” would he as follows: 

(a) Articles dutiable under paragraphs 72 and 392: 


1. One cent per pound plus 

2. An amount per pound equal to the amount by which the adjusted base 
price of Common lead for such quarter” exceeds the domestic market price 
of Common lead for such quarter.” 


(b) Articles dutiable under paragraph 391: 
1. Seven-tenths cent per pound of lead content plus 


2. An amount (per pound of lead content) equal to seventh-tenths of the 
amount by which the adjusted base price of Common lead for such quarter ” 
exceeds the domestic market price of Common lead for such quarter.” 


(c) Articles dutiable under paragraphs 77 and 394: 
1. One cent per pound plus 


2. An amount per pound equal to the amount by which the adjusted base 
price of slab zine for such quarter * exceeds the domestic market price of 
slab zine for such quarter.” 


” The “adjusted base price” of lead or zine for any quarter is defined in the bill as “an 
amount which bears the same ratio to 15% cents as (a) the Bureau of Labor Statistics 
index of wholesale prices for all commodities other than farm products and processed foods, 
for the second month of the preceding quarter, bears to (b) such index for March 1953.” 

*The “domestic market price” of lead for any quarter is defined as “the average market 
price per pound, for the second month of the preceding quarter, of Common lead (in stand- 
ard shapes and sizes) delivered at New York, N. Y.” 
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(d) Articles dutiable under paragraph 393: 


1. Six-tenths cent per pound of zine content plus 

2. An amount (per pound of zine content) equal to six-tneths of the amount 
by which the adjusted base price of slab zinc for such quarter ” exceeds the 
domestic market price of slab zine for such quarter.” 


If the additional duty had been in effect in the current calendar quarter, which 
began on April 1, such duty would have been based on the average market prices 
for Common lead at New York and for Prime Western slab zine at East St. Louis 
for February 1953 (the second month of the previous quarter); namely, 13.5 
and 11.483 cents per pound, respectively.~ Ignoring any adjustment in the base 
price of 15% cents by the BLS index of wholesale prices for all commodities other 
than farm products and processed foods (which has changed very slightly in the 
last 6 months), the rates of duty on the principal forms in which lead and zine 
are imported would be approximately as follows: 


valorem 
juivalent 
ital duty 


used on in 


Lead-bearing o 20. 7500 20.7+1.4 ‘ 
Lead pigs and bar 21,0625 | 21.0+2.0 25. 1 
Zine-bearing ores ‘ 3.6 3. 6+2. 410 37.0 


Zince blocks, pigs, and slabs | 8.7 3 1.0+4.017 85.717 36. 7 


As it has been noted, the current duty rates are reduced rates pursuant to trade agreement concessions, 
the concessions should be withdrawn or otherwise terminated, the full 1930 tariff rates would be restored 
See tables 14 and 15 in appendix B.) 
? Cents per pound of lead content. 

Cents per pound of zinc content 


The market prices of lead and zine are now lower than the averages for 
February 1953 used in computing the rates shown above (see table 9, ap- 
pendix B). If the rates were to be computed on the basis of the current price 
of 12.5 cents a pound for lead and 11 cents a pound for zine the applicable 
specific rates of duty would be approximately as follows: 


Lead-bearing ores 3. 55 cents per pound of lead content. 
Lead pigs and bars 5. 06 cents per pound. 

Zinc-bearing ores 3.9 cents per pound of zinc content. 
Zine blocks, pigs, and bars 6.2 cents per pound 


The status of lead and zinc articles with respect to the proposed additional duty 
might change as many as 4 times in 1 calendar year, depending upon differences 
between the “adjusted base price” and the “domestic market price” of lead or 
of zine for the 4 individual months (November, February, May, August) which 
control the rate to be applied in the respective following calendar quarters 
In the past 5 years, 1948 to 1952, inclusive, the average marke price of lead in 
the second month of each quarter differed by more than one-tenth of a cent 
from the average price for the second month of the preceding quarter a total 
of 15 times (see last column of table 10, appendix B); similarly, the average 
price of zinc changed 12 times during the same 5 years (see table 11, ap- 
pendix B). 


Probable effects of the proposed additional rates of duty 


Probable effect on domestic prices —The effect of enactment of the proposed 
legislation on domestic prices and production of lead and zine will depend to a 


” The “adjusted base price’ of lead or zine for any quarter is defined in the bill as “‘an 
amount which bears the same ratio to 15% cents as (a) the Bureau of Labor Statistics 
index of wholesale prices for all commodities other than farm products and processed foods, 
for the second month of the preceding quarter, bears to (b) such index for March 1953.” 

“The ‘‘domestic market price” of zine for any quarter is defined as “the average market 
price per pound, for the second month of the preceding quarter, of slab zine (Prime 
Western, f. 0. b. East St. Louis, Il.).” 

= These prices represent average market prices as published by the Engineering and 
Mining Journal’s Metal and Mineral Markets. In determining the average market price 
of lead and zinc, the Secretary of the Treasury would be authorized under the bill to use 
this source of price quotations. 
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extent o the prices that prevail for these metals in the domestic and 


1 markets, and it is virtually impossible to foresee what future price 


will be Nevertheless, it can be stated that so long as the United States 
continues to import about a third of its lead and zine requirements—as it has 
since the end of World War II—the market prices of lead and zine in this 
counts vould probably exceed (after a short period of adjustment) the market 


prices of these metals in foreign markets by an amount roughly equal to the 
United States duty and transportation costs to the United States. If the proposed 
sliding-scale import duties were imposed, they would probably tend to retard 
declines in the prices of lead and zinc in the domestic market below the adjusted 
base prices to the extent that such declines are due to competition for imports. 

To the extent that the proposed sliding-scale import duty is fully effective in 
increasing domestic market prices of lead and zinc above foreign market prices 
by roughly the amount of the duty, it may operate to increase rather than decrease 
short-term price changes on the domestic market. Under the bill, when the 
domestic market price of lead or zine is below the adjusted base price in the 
second month of any given quarter, an additional duty would be applicable dur- 
ing the following quarter. The amount of the applicable duty as provided in the 
bill would be larger than the difference between the adjusted base price and the 





domestic market price Chis would tend to raise the domestic price above the 
adjusted base price, a circumstance that, under the bill, would make the addi- 
tional duties inapplicable in the following quarter. Imports, retarded by the 
additional import duty in the preceding quarter, would be encouraged and might 
thus tend to depress the domestic market prices which, depending upon the con- 
ditions of demand and other supply conditions, might again fall helow the 
adjusted base price, requiring the reimposition of additional duties in the follow- 
ing quarter, resulting in a repetition of the cycle of events mentioned above. 

However, it cannot be assumed with certainty that domestic prices of lead and 
zine would necessarily rise to a level above that of foreign prices by an amount 
equal approximately to the applicable rates of duty. When the domestic market 
prices of lead or zinc are as far below the adjusted base prices as they are at the 
present time, importers and consumers of lead or zine in this country would 
realize that the applicable rates of duty in the following quarter would be greatly 
increased. They would have an approximate idea of the amount of the applica- 
ble rates of duty up to a month or more in advance of the calendar quarter to 
which the new rates of duty would be applicable by consulting the available 
average weekly or daily price quotations. The E. and M. J. average monthly 
prices are published within 1 to 7 days following each month to which they apply 
Thus, importers or consumers in this country would probably hasten to import 
large quantities of lead and zine before the new rates of duty became effective, 
perhaps importing enough to last them throughout the following quarter. It is 
observed that large quantities of lead and zine were imported in 1952 in antici- 
pation of the termination of the suspension of the relatively low rates of duty 
on lead in June and on zinc in July of that year (see tables 10 and 11, appendix 
B). As a result of large importations in the preceding quarter, available sup- 
plies of lead and zinc in this country during the ensuing quarter might be sufficient 
to retard or prevent the price rise that might otherwise result 

Probable effect on United States production of lead and zine To the extent 
that the sliding-scale import duty would be successful in preventing the domestic 
prices of lead and zine from falling below the adjusted base prices, it would, of 
course, enable those domestic producers to continue operating whose costs of 
production are not higher than the adjusted base prices. Information on costs 
of producing lead and zine in the United States is not presently available to the 
Tariff Commission. Without information on costs and on tonnages of lead and 
ine that can be produced profitably at various prices, it is impossible to deter-- 
ine the quantities of domestic lead and zine that can be produced at or below 
the adjusted base prices 

The proposed base price of 15'4 cents for lead and zine contrasts with an 
verage market price of 5.267 cents for lead and 5.413 cents for zine in the im- 
mediate prewar years, 1937-89, when this country’s lead and zine imports vir- 
tually balanced lead and zinc exports. If the average prewar prices of-lead 
and zinc are adjusted upward to the same extent that the Bureau of Labor 
Statistics’ index of wholesale prices for all commodities other than farm prod- 
ucts and foods increased from the average for 1937-39 to the average for 1952, the 
resulting adjusted prices would be 10.07 cents a pound for lead, and 10.35 cents 
a pound for zine. Whether the costs of producing lead and zinc in the United 
States in 1952 as compared with those in the prewar period have increased to a 
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greater or to a lesser extent than has the wholesale price index is not known 
to the Tariff Commission inasmuch as the Commission has no information on 
costs of producing lead and zinc in the United States either prior to or since 
the war. 

Probable effect on imports and on foreign producers.—The proposed sliding- 
scale duty would retard imports of lead and zine to a marked degree during each 
quarter for which domestic prices of lead and zine are substantially below the 
adjusted base prices. Under such conditions foreign producers of lead or zinc 
would find their realization on sales in the United States market reduced both 
because of the lower prices and because of the higher rates of duty. 

The United States is the largest market for the lead and zine produced by 
most of the major free world producers. It is the largest market for foreign 
producers in the Western Hemisphere which supply the United States with the 
bulk of its imports of lead and zine (see tables 7 and 8, appendix B). Sinee the 
sliding-scale duty based on reduced doinestic market prices would tend to limit 
the United States market to domestically produced lead and zine, foreign pro- 
ducers would be unable to dispose of all of their output in such periods. This 
would probably tend to lower lead and zine prices outside the United States and 
might result in substantial curtailment of foreign production. 


Other considerations 


Advance notice of duty for each quarter.—The Secretary of the Treasury would 
be required to determine and publish data at least 10 days before the beginning 
of each quarter which would indicate what additional rates of duty, if any, 
would apply for the following quarter. If such data are made available at the 
latest permissible date, there would be insufficient time to enable exporters in 
such countries as Australia, Peru, and Bolivia to know what the applicable duty 
would be prior to actual shipment to the United States. However, such exporters 
eculd probably obtain earlier information on the average market prices in the 
United States for the second month of the preceding quarter which would indicate 
approximately the applicable duty. 

It is understood that at present the Bureau of Labor Statistics’ index of whole- 
sale prices is usually not available for at least 1 month after the month for 
which it has been determined Thus the index might not be available to the 
Secretary of the Treasury in time to permit him to carry out his functions within 
the time limit prescribed in the bill. 

Proposed additional rates of duty would apply to the gross weights rather than 
to the lead or zine content of articles.—The additional rates of duty on lead 
articles under paragraph 392 proposed by the bill would apply to the gross weights 
of these articles rather than to their lead content as provided in the Tariff Act 
of 1930. Paragraph 592 includes such articles as Babbitt metal and solder, type 
metal and antimonial lead, and other lead alloys that contain in addition to lead 
such metals as tin and antimony. Tin-base Babbitt metal contains more tin than 
lead. Some solders are half tin and half lead. Type metal and antimonial lead 
nay contain from 2 to as much as 25-percent antimony. 

The additional rates of duty on zine articles under paragraph 394 as proposed 
by the bill would also apply to the gross weights of these articles. Although 
this would not be inconsistent with the manner in which current rates of duty 
are applied to these articles under the Tariff Act of 1930, it would make the addi- 
tional rates of duty applicable to such items as zine scrap, dross, and skimmings 
which contain from 30 to 95 percent zine. The unit value of these articles is low 
n comparison with the unit value of refined slab zinc. AS a consequence the 
ud valorem equivalent of the proposed additional rates of duty on zine scrap, 
dross. and skimmings would be much higher than the ad valorem equivalent of 
the additional duty on zinc metal. For example, the ad valorem equivalent 
(based on import values in 1952) of the current rates plus the proposed addi 
tional rates if the latter were based on an average domestic market price of zinc 
uch as prevailed in February 1953, would be 75 percent for zine scrap, dross, 
and skimmings as compared with 37 percent for zine blocks, pigs, and slabs. 

It is noted that the additional rates of duty on lead pigments (par. 72) and on 
zine oxides and lithopone (par. 77) would be the same as the rates proposed for 
lead and zine metals, and that the additional duty would be applicable to the 

ross weight of these articles. The volume of imports of lead pigments, zine 
oxides, and lithopone is small relative to United States production (see tables 
12 and 13, appendix B). The lead content of the more important commercial 
lead pigments is about 90 percent of the weight of the pigment. Similarly, the 
zine content of zine oxides is about 80 percent, and the zine content of lithopone 
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s from 20 to 40 percent. Hence, the application of the additional duty to the 

total gross weight of the articles in question would more than compensate for 

{ tional duty on lead and zine metals. If it is intended that the applica- 

* the additional duty to these articles be merely compensatory for the addi- 

onal duty on lead and zinc metals, then the additional duty on lead pigments, 

ine oxides, ete., should be applied to the lead or zine content of these articles 
ather than to their gross weight. 

Other lead and zinc articles not covered by the proposed legislation.—The pro- 
posed additional duty on lead and zinc would be applicable to some manufac- 
tured lead and zine articles in addition to unmanufactured lead and zine.” The 
idditional lead duty would be applied to the following manufactured lead arti- 
cles: Lead pigments under paragraph 72; babbitt metal, solder, lead sheets, pipe, 
etc., under paragraph 392; zine oxide under paragraph 77; and zinc dust and 
zinc sheets under paragraph 394. It is presumed that the proposed additional 
duty was made applicable to the above-mentioned manufactured lead and zinc 
articles in order to compensate for the additional duty proposed for the unmanu- 
factured lead and zinc articles, although, as previously noted, the additional 
duty on the manufactured articles is made applicable to the gross weight of 
the articles rather than on their lead or zine content. 

It should be noted that there are other manufactured articles composed wholly 
or in chief value of lead or zine that would not be covered by the proposed legis- 
lation. These include lead-acid storage batteries and storage battery plates, 
currently dutiable under paragraph 320 at 20 percent ad valorem, and miscellan- 
eous lead manufactures and miscellaneous zinc manufactures dutiable under 
paragraph 397 at about 15 percent and 22.5 percent ad valorem, respectively. 
Imports of the lead and zinc manufactures entered under paragraphs 320 and 
397 have been relatively small in recent years. However, the imposition of the 
proposed additional duty on unmanufactured lead and zine without compensa- 
ory duties on these manufactured articles, if it should raise the relative cost of 
lead or zinc to the domestic manufacturers, would tend to encourage larger 
mports of these manufactured articles. 

Determination and publication of the “domestic market price” of lead and 

i Under subsection (e) (2) of sections 324 and 325, the Secretary of the 
Treasury would be required to determine and publish, among other things, the 
“domestic market price” of lead and of zinc. The Tariff Commission has a similar 
responsibility assigned to it by Public Law 38 (82d Cong.) in connection with 
the current suspension of the duty on copper and it also has had similar respon- 
sibilities in connection with the administration of the price provisos in Public 
Laws 257 and 258 (S2d Cong.). These laws suspended the import duties on 
lead and zine. In preparation for the administration of these laws the Tariff 
Commission surveyed the existing sources, uses, and the manner of compiling 
the market prices of copper, lead, and zinc 

{llowances for unrecovered mctal.—It is noted that the existing duties imposed 
under paragraphs 391 and 393, in the case of some types of ores, apply only with 
respect to the lead or zinc content actually recovered. The proposed additional 
duty, on the other hand, would seem to apply to the lead or zine content of all 
ores whether or not actually recovered. 


SECTION 14—-INCREASE IN NUMBER AND LENGTH OF TERMS OF TARIFF COMMISSIONERS 


Section 14 of H. R. 4294 would amend subsection (a) and (b) of section 330 
of the Tariff Act of 1930 relating to membership of the Tariff Commission and 
terms of office of tariff Commissioners. The United States Tariff Commission 
was created in 1916 by title VII of the Revenue Act of 1916. The act provided 
for 6 Commissioners, to be appointed by the President by and with the advice 
and consent of the Senate, and the term for each Commissioner was fixed at 
12 years. It was further provided that not more than three of the Commissioners 
shall be members of the same political party. 

Prior to 1916 there had been a number of nonpermanent agencies established 
to investigate questions relating to the tariff. The creation of a permanent 
Tarifii Commission in 1916 reflected a recognition by the Congress of the need 


for a means of obtaining nonpartisan fact-finding assistance in tariffmaking. 


= “Tinmanufactured” lead as the term is used in this statement refers to lead-hearing 
ores, lead bullion, lead pigs and bars, scrap lead. reclaimed lead. lead dross. antimonial 
lead. and miscellaneous lead alloys. “Unmanufactured” zine refers to zinc-bearing ores; 
zine blocks, pigs, or slabs ; and zinc scrap, dross, and skimmings. 
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the Dictionary of Tariff Information published b 1e United Sta lariff 
Commission in 1924, on page 724 the Commission w: scribed as “an inde 
vendent nonpartisan body whose principal function is to ascertain facts upon 
he basis of which Congress may determine tariff policies, the rates of duty to 

ike the policies effective, and the methods of customs administration, and on 
which the President may base certain administrative acts in relation to these 
ratters.” 


On page 725 of the dictionary it is stated that by the act of September 8, 1916, 
reating a permanent Tariff Commission “Nonpartisanship was be secured 
by the requirement that not mere than three of the Commissioners were to be 
nembers of the same political party.” 

A proposal to increase the membership of the Tariff Commission from 6 to 7 

as contained in the House version of the 1929 tariff bill (which ultimately 
became the Tariff Act of 1930). This proposal provided for the elimination of 
the provision of the 1916 act relating to political affiliation of the Commissioners 
or the reason, as stated in the report of the Ways and Means Committee, “that 


e committee feels that appointments should be made soley on the ground of 


merit irrespective of party lines.” In lieu of the political limitation, the House 
proposal included a provision that a person appointed to the Commission should 
e one who “in the judgment of the President, is possessed of qualifications 
requisite for developing expert knowledge of tariff problems and efficiency in 
administering the provisions of part II of this title.’ The House bill also pro 

ded for a reduction in the term of office of a Commissioner from 12 years to 
7 years, 

The Senate rejected the House proposal to increase the number of tariff Com- 
nissioners and the proposal to eliminate the limitation on the number of Com- 
missioners who may be of one political party, but accepted the proposal for 
making appointments on the basis of possession of requisite to 
evelop expert knowledge of tariff problems. The Senate agr reduction 

the term of office of Commissioners, but in lieu of the 7-year t n proposed by 
the House, the Senate proposed a 6-year term. The Senate modification of the 
fouse proposal was ultimately adopted and incorporated in section 330 of the 
tariff act. 

Like the 1929 House proposal, H. R. 4294 also proposes to increase the number 

tariff Commissioners from 6 to 7 and their term of office from 6 years to 7 
years However, unlike the 1929 House proposal, H. R. 4204 is definitely aimed 
it establishing a partisan commission. This is because the bill provides that 
not more than 4 of the proposed 7 Commmissioners shall be members of the same 
political party. While the 1929 House proposal, in providing for the elimination 
the reference to political affiliation, would have permitted the appointment of 
7 Commissioners from the same political party, it was made clear by the 
eport of the Ways and Means Committee that the elimination of the reference 
to political affiliation was intended to eliminate partisan appointments to the 
Commission and to have appointments based purely on merit. 

It seems clear from the foregoing recital of the history of the organization 
of the Tariff Commission that since its creation Congress has carefully avoided 
the characterization of the Tariff Commmission as a partisan agency. The 
organization of the Commmission, naturally, is a matter of policy for the Congress 
to determine. However, the Commission feels that the proposed change in the 

aracter of the Commission merits very careful examination 


1 
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APPENDIx A 


TABLES FOR STATEMENT RELATING TO SECTION 13 ON PROPOSED IMPORT 
OLEUM AND RESIDUAL FUEL O1 


States production, exports, and imports 
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TABLE 2,—Petroleum and petroleum products: United States production, imports, 


) 


and exports, 1939 and 1948-52 


yductior 
Crude petroleum , 265 2, 020 
Natural gasoline 146. 7 


Total production 2? 316 2 166. { 1 
ports 
Crude petroleum 34. 1 128. 6 
Refined products 27.5 61.5 


rotal imports 190. 1 


Exports 
Crude petroleum 


Refined products 


lotal exports 


xcess of imports over exports, or of ex- 
I 


orts over import 
Crude petroleum 


Refined product 


14.0 


ined products is substantially jual in volun woduction of crude oil and natural 


S. Bureau of Mines; Or nd expor I il statistics of the t 3. Department 
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24, 123 
16, 59 


9, 31 


109, 677 


s imports, by principal 


Quantity 


1.000 barrels 


»w total imports to be 351,931,006 


f the United States 


yepartment of Commerce. 
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TABLE 6.—Crude petroleum and petroleum products: United States imports, by 
principal commodities, 1952+ 


} 
Quantity } Percent of total 


1,000 barrels | 
207, 506 59.0 
133. 113 37.8 
5, 551 1.0 
3, 151 | 
1, 889 | 


2, 721 


351, 931 100. 0 


nvestigation of import classifications by the Bureau of 
products for years prior to 1952 are also being reviewed. 
d shortly 


fficial statistics of the U. 8. Department of Commerce. 


TABLE 7.—Comparison of net imports of crude petroleum and its products with 


domestic demand for all oils during preceding year, 1947-52 and January- 
Varch 1953 


Ratio, 
net im- 
ports to 
I domestic 
manufac Net im- | demand, 
ture and ports preceding 
export | year 


Million Millio 
irrels harrels 


162. 1 
189. 2 
240. 1 
309. 0 
30Y. 9 
351. 6 


98. 5 


itories; imports include imports 


troleum Institute, 


imports, official statist of tl 5 ‘partment of 
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TABLE 9.—Residual fuel oil: United States imports for consumption, by classes, 


1946-52 


For man 
or sup- | For U.S8.)| ufacture 
plies of | Govern- | in bond 
vessels | ment and 

| export 


Thousand of barrels 


20, 710 629 


24, 629 26, 426 
48, 537 24, 725 
95, 197 23, 211 
83, 329 33, 670 
93, 824 33, 105 


25, 85 825 


Thousands of barrels per d Ly 


Compiled from official statistics of the U. 8. Department of Commerce. 


10.—Residual fuel oil: United States supplies, total and PAW Districts 
1 and 8, 1946 52 * 


In thousands of barrels per day] 
1946 1947 1948 


Total 1 ted States 
Refinery producti 
'ransfers from crude j f 16 
Imports 325 
Nte receipts (shipments) 


Net supply 357 ‘ , 083 > 1, 627 


PAW Districts 1 and 3 
Refinery production 597 569 616 
l'ransfers from crude j 6 7 
Imports 22 329 32: 
Net receipts (shipments l 37 (a 


) 
3) 


Net supply 73 7$ 814 941 935 


PAW (Petroleum Administration for War) district 1 comprises the Atlantic Coast States plus West 
Vir ia; PAW district 3 comprises the Gulf Coast States plus Arkansas and New Mexico. 
2 Not available 


irce: 1946-51, National Petroleum Council Committee on Bunker C fuel oil, Dec. 9, 1952; 1952, calcu- 
lated from Bureau of Mines monthly petroleum statement, December 1952 
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PABLE 11.—Residual fuel oil: United States consumption, by uses, total and PAW 
Districts 1 and 8, 1950-51? 


{In thousands of barrels per day] 


Use 


nelting, mining, and manufacturing 
Vessel 
Foreign trade 
Bonded oil 


Domestic 


Total 


Domestic trac 


Heating 
Gas and electric 
Ga 


Electric 


Railroad 

Oil company (including crude 
M ilitary 

Miscellaneous and ~djustments 


Total, domestic uses 
Exports 


Total uses 
W Districts 1 and 3:! 
Smelting, mining and manufacturing 
Vessels 
Foreign trade 
Bonded oil 
Domestic oil_-. 


Total 
Domestic trade 


Heating 
Gas and electric: 
Gas 
Electric 
Railroads 
Oil company (including crude 


Military 
Miscellaneous and adjustments 12. : 


Total domestic uses 940 
Exports 7 
Total uses . ‘ 947 931. 


PAW (Petroleum Administration for War) District 1 comprises the Atlantic Coast States plus West 
irginia; PAW District 3 comprises the Gulf Coast States plus Arkansas and New Mexico 


Source: Report of the National Petroleum Council Committee on Bunker C Fuel Oil, Dec. 9, 1952. 
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APPENDIX B 


STATISTICAL TABLES FOR STATEMENT RELATING TO SECTION 13 ON PROPOSED 
ADDITIONAL Duty ON LEAD AND ZIN(¢ 
"A re 7 TI’ ”) roty j ’ World consunmption and production and United 


CH yp } } er ) ») orts, and exports, in Spt ecified vear 
































; , . 
‘ United Stat 
1 to 
| 1 RY a cat 
WW ; Don 
. \\ ) tic 
col 
] u ex 
tal ort 
g 72 41¢ ) ( 49 ‘7 
14 764 837 
) ) 680 136 
I t s4 14 R29 re 
y58 l { { 174 415 4 
& R {OR 5 ) 5OH5 
1 g 8 Rg { 8 298 
s4 4 734 644 t 
M 7 102 >] 139 
4 10 197 199 
M) 18 l a} l 
| ) 9 187 1R¢ 1 
I t ] f neentr i tailings 
I for part] timated by adj ivail- 
lead t ed purchased lead-base and tin-base scrap consumed so as to include 
1 1 ft 
I lea : entrate lr flue dust, mattes, lead bullion, pigs and bars, reclaimed and 
4A r ) 38 lable for 1939 
} 
¢ Bu f Mines data for previous year the percentage increase shown by 
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Ss ( t I fthe U. S. Bureau of Mines, except as 
t rts a ( e U.S. Department of Commerce 
Nott Annual data on total Unit e nsumption of lead shown in this table represent consump- 
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\ t Go Al imption, such a ht be calculated 
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raBLe 2.—Unmanufactured zinc: World consumption and production and United 


States consumption, production, imports, and exports, for specified years, 
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TABLE ; Unmanufactured lead: United States imports for consumption, i 


k nds, prince ipal NOU) s and customs treatment, 1952? 


Reclaimed 


yepartment of Commerce 
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Unmanufactured zine: United States imports for consumption, by 


>1 


kinds, principal sources, and customs treatment, 1952 


Zinc 


scrap, 


Zine Zine 


§. 490 YY, 34 


Prel ary 
? Zinc content; it is estimated that about 15 percent of the zinc content i 


* Gross wieght 


Source: Official statistics of the U. 8, Department of Con 





1998 TRADE AGREEMENTS EXTENSION ACT OF 1953 


TABLE 5 Unmanufactured lead: United States imports for consumption, hy 


~ fF) 


kinds and customs treatme? t, in specified years, 1987-52 


All kinds 


lUnmanufacti ed 2 . / ites imports or consumption, 


ids and by cus ¢ treat , in specified years, 1937-52 
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| 1938 
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1937 1939 


35, 483 21 
6, 064 
2, 433 676 
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, 152 
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United States imports for 
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eof Price Stabilization 
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TABLE 


TRADE AGREEMENTS EXTENSION 


11.—Unmanufactured zine: 


ACT OF 1953 


imports, exports, and prices, by months, 1948-538 


[In short tons of zinc] 


United States production, stocks, consumpt io) 





Con- 
sump- 
tion of 


Stocks at begin- 


Mine ning of month 


Imports for con- 
sumption § 


Do- 
mestic 


Year and month 


1948—January 
February. 
March 
April.... 
May 
June 
July... 
August. 
September 
October 
November 
December 


1449—January. eo 
February...-...---- 
March... 
April. _- 
ae 
June__- 
July_. 
August 
September 
October 
November 
December 


1950—January 
February 
March_. 
April ; . 
TD cncticbment 
June 
July 
August 
September 
October. 
November 
December 


Year.... 


1951—January - - - - 
February - 
March 
April 
May.. 
June. 
a 
August 
September _. 
October 
November 
December 


Footnotes at end of table. 


--| 42,447 


___| 50, 874 


pro- 
duc- 
tion ! 


52, 238 
52, 060 
7,416 


53, 393 
624 

7, 133 
», 626 


41, 


19, 


529, 977 


, 966 
235 

2, 295 | 21, 
, 571 | 2, 

5, 304 | 50, 

, 557 | 75, 

| 39,933 | 82, 
| 45, 289 | 85, 
42,268 | 84, 

} 39,219 | 85, 
97, 


89 


20, 
20, 





| 46, 019 


| 49; 319 
52, 166 


| 48, 675 
| 56, 487 
54, 858 
55, 937 
55, 432 9, 
57, 498 9, 


20, 
14, 


623, 375 
60, 086 8, 
54, 512 | 10, 

| 60, 795 ll, 
56,277 | 11, 
59,114 | 14, 
56, 872 | 17, 
53, 469 | 15, 
54, 545 | 11, 
50, 382 | 11, 
60, 613 | 17, 
57,483 | 23, 
57,041 | 25, 


Pro- 
ducers *?\sumers? 


073 | 45, 67 
45, 2 


44, 45 


S48 
429 
100 
204 
982 
830 
919 


408 | 


RRR 
028 


666 | 
, 019 


59, 77 
52, 52 
41, 81% 
26 665 
10, 28 


5 | 56,841 | 


212 | 


117 
105 
548 
411 
791 
400 
244 
235 
Os4 
041 


slab 
Con- 
ported) 


Free | Total 


ex- 
ports 6 





68, 125 

66, 095 3, 858 

| 74,394 , 289 

| 67, 646 , 277 
65, 436 , 089 

68, 451 

7 | 59, 796 | 
7 | 67, 598 | 
70, 640 | 

70, 545 

| 68, 590 
ae 902 | 70,419 


81 


, 506 


, 534 
3, O17 


l219, 603 


63, | 7 
59, 283 
61, 748 
54, 013 
52, 381 
213 
285 | 
204 
68, 204 
46, 503 | 
, 902 | 2 
71, 217 | 


95, 884 
99, 035 
102, 642 
108, 118 
| 93,739 
78, O85 | 


10, 295 
13, 853 
11, 516 
23, 789 
18, 624 
11, 893 
19, 718 
18, 397 


57, 
49, 
69, 


64, 434 | 
| 70, 242 
71, 761 
69, 070 
69, 776 


75, 896 | 





21, 087 


, 341 


213, 703 


23, 045 | 


30, 566 


7 | 24, 538 | 
20, 407 | 


27, 196 
44, 152 
38, 799 
56, 384 
| 32, 255 
32, 476 
33, 849 


71, 321 
90, 132 
83, 192 
86, 001 
78, 743 
81, 037 


| 85, 503 
78, 179 
69, 318 

| 59, 160 


967, 134 304, 249 


33, 8 0 
68, 573 
80, 143 
77, 248 
81, 627 
81, 486 
74, 705 
87, 014 
71, 900 
- 194 


22, 618 
50, 819 
51, 285 
52, 941 
50, 567 
59,073 
53, 550 
44,725 
43, 588 
44, 280 


933, 971 


21, 546 
39, 894 
31, 257 
28, 724 
17, 592 
15, 245 

, 300 | 15, 558 
75, 273 | 17, 390 


285, 618 


2, 220 


2, 296 | 
8, 289 


7, 6A2 | 


14, 686 | 


19, 220 
17, 797 | 


7, 514 | 


30, 582 | 


20, 356 | 
21, 638 | 


| 
} 
| 
| 
| 
| 


1, 404 | 
iG, 817 
a1 

, DAL | 
8, 202 } 
5, 705 | 
6, 484 
4, 520 | 
5, 684 | 
4,090 | 25, 624 
4,505 | 33, 422 
6, 101 


13, 624 


21, 818 


28, 001 
24, 77: 


am 


3, 587 | 
8, 151 
10, 154 | 
13, 321 
14,010 | 
9, 618 
5, 181 


21, 700 


32, 634 
21, 511 
24, 899 
5, 895 | 24, 292 
3, 547 | 21,344 
1,797 | 29,311 

481 | 21, 568 


82, 299 26, 002 


| 24, 675 | 
23, 249 | 


25, 201 | 


25, 026 | 
23,326 | 


| 20, 787 | 


70, 013 ‘280, 616 | 


69, 084 | 


37, 110 | 


125 


| 894 | 


63, 203 


95 | 23,140 
434 | 31,000 
1, 086 | 25, 624 
275 | 20, 682 


204 | 


“2, 409 
40 | 


7, 086 | 39, 562 


308 | 34,157 | 


1, 205 | 31, 787 


18, 142 |407, 391 


| 30, 113 


42,780 | 


34, 349 
32,822 
19, 838 
17, 554 
21, 438 


4,098 
2, 246 
2, 309 
5, 880 
6, 525 


48, 431 ‘|334, 049 


23,915 | 


| 465 
975 
919 | 
831 
419 | 
767 

1, 294 

1, 283 

2, 885 

5, 039 

3, 875 

1, 516- 


20, 268 


2, 350 
3, 185 
4,719 | 
2, 004 | 
3, 165 
3, 974 


10,656 | 19.5 


4, a2 


18 
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TABLE 11.—Unmanufactured zine: United States production, stocks, consumption, 
imports, exports, and prices, by months, 1948-53—Continued 


{In short tons of zinc] 


Stocks at begin-, Con- Imports for con- 

ing 3 “ 5 Tere 

Mine ning of month sump sumption Do- Aver 

tion of . 7 age 

mestic 

slab os price of 
zine 4 # zine? 
uti- . si 36 

(re- bie Free Total ports 

ported ve 


pro- 

duc- 

tion ! Pro- Con- 
ducers *?;sumers ? 


Year and month 


Cents 
per 

pound 
January 59, 323 | 21,§ 50, 80, 5 2, 630 | 18, 597 | 19. 500 
February - 58, 948 | 3} \ 5,614 | 49,193 | 4, 2 19. 500 
March 60, 904 | 5 f . 23, 090 4, 090 5, 19. 500 
April 61, 211 | 26, 25 | 68, 5: , 921 |121, 9% y 19. 500 
May 62, 663 | 23, 42: 5, 567 | 6 4 , 188 5, 19. 500 
June 57, 068 | 33, : 3, 315 4, 735 5] 9, 15. 740 
July 50, 642 | 63, 345 ’ 38, , 528 9, 31% ‘ 15. 000 
August 49,482 | 96, 91¢ 70, . 2,449 | 9, 465 & 14. 061 
Septem ber 48,748 | 96, 651 | 7 2, 516 | . 13. 983 
October 53, 346 | 94, 541 | 78, 19% . , 281 316 2, 13. 297 
November 48,899 | 95,342 | 75, 83% 4 3, 553 12. 500 
Decem ber 49, 789 | 83, 149 | 79,886 | 85, 2 3, 859 | 27, 2 12. 500 


Year 661, 02% | 9, 2R¢ 599, 364 |699, 252 | 62, §. 215 
January 5s 87, 160 579 9, 1, 522 | 27, 12. 588 
February BS 88, 475 839 | | ‘ | 11. 483 
March | 
April 
May 
June 





| | | 


| Reeoverable zinc content of ores and concentrates. Monthly data on zine recovered from old scrap are 
t available; data by years are as follows: 74,190 tons in 1948; 51,651 tons in 1949; 74,097 tons in 1950; 68,174 
ns in 1951; and an estimated 66,000 tons in 1952. 
Data as reported by the American Zinc Institute. Represents gross weight of zinc blocks, pigs, and 
ibs at primary and secondary smelters and refineries. 
Data cover total stocks of slab zinc. Data prior to June 1951 not strictly comparable with subsequent 
ita because of an increase in the number of consumers canvassed by the Bureau of Mines beginning with 
ine 1951. 
‘Slab zine consumed for metal products, pigments, and chemicals; monthly data based on monthly 
rts to the Bureau of Mines plus an estimate of the monthly consumption by consumers who reported 
ly on an annual basis. In addition to zinc consumed in the form of slabs, substantial quantities are con- 
imed in form of ores for the manufacture of pigments and salts. Such data are not available on a monthly 
isis; the zine content of pigments and salts manufactured from ores amounted to 132,649 tons in 1948; 
88,142 tons in 1949; 134,434 tons im 1950; 133,845 tons in 1951; and an estimated 115,000 tons in 1952. 
Data cover the zine content of zinc-bearing ores and concentrates and the gross weight of zinc blocks, 
s, Slabs, zine serap, dross and skimmings. Data for 1951, 1952, and 1953 are preliminary. 
Data cover the zinc content of zine ores, concentrates, scrap, dross, and skimmings and the gross weight 
zine bars, pigs, and slabs. Data for 1951 and 1952 are preliminary. 
Average price of Prime Western zine at East St. Louis as published by the Engineering and Mining 
irnal’s Metal and Mineral Markets. 
§ Preliminary. 


Note.— Data on consumption of zine shown in this table represent reported consumption of slab zinc 
timated to cover 96 percent of total slab zinc consumption. Total consumption of zine (in the form of 
sand salts as well as slab zinc) is shown in table 2. Apparent consumption, such as might be calculated 
n data in table 2 on production, imports, and exports, and changes in producers’ and consumers’ stocks 
lab zine (but not Government stocks, which are confidential) shown in table 11, would differ from re- 
rted consumption data partly because such calculated data would include withdrawals for the strategic 
ckpile as well as zine actually consumed. Apparent consumption, calculated as indicated above, would 
) differ from reported consumption because the data on private stocks (in this table) are incomplete 
ce they exclude stocks of ores and of all materials in transit, because computed data would be based in 
art on total zine content rather than recoverable zine content of some imports, and because production 
ita exclude zine recovered from new scrap (sometimes referred to as “runaround”’ scrap) whereas reported 
nsumption data include data on consumption of zine recovered from new scrap. 


Source: Production, stocks, and consumption from official statistics of the U. 8. Bureau of Mines, except 
)ted; imports and exports from official statistics of the U. 8. Department of Commerce 
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TABLE 12.—Lead- and zinc-containing materials and articles: United States 
production, imports, and exports, by kinds of materials, 1952+ 


Domestic exports 


Value 


1.000 
dollars 


1, 627 


1, 066 5 ‘ | 933 

9 185 52 31 587 

643 

5, 691 

2, 720 

130 l , | , 632 

80, 800 l 7 a es 352 


« 
) 


13, 439 é (3 ( 


| 
| 

33, 720 12 47 12 24 13 3,031 13 1,935 
| 


lead content of mine output plus estimated quan- 
t stimated approximately by multiplying the 
nmon lead at New York Data on imports 

p, type metal, and antimonial lead; quan- 

ta on exports represent lead content of lead-bearing 


, ction data not yet available. 
probably negligible 


lead produced as a paste 


tent; gross weight was t 
etal only iider not rately reported in 1952. 
juantity of production con se recoverable zine content of mine output plus estimated quan- 
zine recoveré m old scrap lue of production estimated approximately by multiplying the 
quantity produced by the E& MJ average market price of Prime Western zinc, f. 0. b. East St. Louis. Data 
on imports and exports cover zinc-bearing ores, zine blocks, pigs, bars and zinc scrap (including old and 
worn-out Zir id zine dro nd sk ings); quantity data on imports represent the zinc content of zinc- 
bearing ores and ) eight cks, pigs, bars, and zinc scrap, dross and skimmings; quantity 
data on exports rep! it zine content of zin concentrates and scrap zinc, and the gross weight 
of zine blocks, pig 1 


ir plated with nickel or other metal 


Source: Production data from official statistics of the U. 8. Bureau of Mines, except as noted; imports 
and exports from official st tics h ‘ artment of Commerce. 
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TABLE 13 


AGREEMENTS EXTENSION ACT OF 1953 


2009 


Lead pigments, zine owide, and lithopone: United States production, 


imports, and exports, in specified years, 1937-52 


Lead pigments 


Produe- | Imports 
tion 12 for con- 
i 


sumption| °*Ports 





Quantity 


3. §22 


912 


12 
78, 949 
545, 901 
5, 632 1,5 
232, 023 309 
341, 656 1,110 
306, 270 § 3, 850 


QTR, RRS | 1, 066 | 


1, 041 
970 
1, 104 
940 
5983 
933 


1 Data are shipments or sales by domestic manufacturers 


2 Includes an estimate for shipments of sublimed lead in 1946 and in 1948-5 
lead-free zine oxide, leaded zinc oxide, and normal lithopone content of hi 


3 Includes 
plus normal lithopone sold as such 


| Domestic} Produc- 


Zinc oxide and lithopone 


nestic 
exports 


| Imports |), 
iam & 9 lor con 
_ sumption‘ 


short tons 


000) 


28, 038 
23, 301 
28, 794 
36, 259 
44, 196 
63, 891 


547 


gh-strength lithopone 


4 Does not include zinc oxide containing more than 25 percent lead, which is entered under paragraph 66 


of the Tariff Act of 1930. 
§ Preliminary. 
¢ Not available. 


Production, official statistics of the U 
8S. Department of Commerce, 


Source 


of the U 


S. Bureau of Mines; imports and exports, official statistic 
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TABLE 16,—Lead-containing materials and articles: Ad valorem equivalents of 
1930 and 1953 rates of duty 


1 value of all imports; where significantly different, ad valorem equiva- 


f dutiable imports only are also shawn] 


4d valorem equivalents | Ad valorem equivalents 
of 1930 rate based on of 1953 rate based on 


value of imports in value of imports in 


1939 1951 1952 1939 1951 1952 


Percent | Percent | Percent Percent | Percent | Percent 

( flue dust, and matte 42.9 11.3 9.8 21. 5 | { 4.9 

or base bullion 52 13. 6 11.0 26. ¢ j 5.5 

i pigs and bars 19 13.2 ‘ j 3. 6 
Based on dutiable imports only ; ; : ; ‘ 3 
laimed lead, scrap lead, and lead dros 5 5 5. 6 
metal and antimonial lead 35. 5 ¢ ; 8 

wr combinations of lead, n. s. p. f ( &.¢ : i ; .6 


f above 
yn dutiable imports only 
3 


14.5 
14.0 
30. 0 
30.0 


mpor 


TABLE 17.—Zinc-containing materials and articles: Ad valorem equivalents of 
1930 and 1953 rates of duty 


antly different, ad valorem equiva- 
ire also shown] 


lorem equivalent | Ad valorem equivalent 
of 1930 rate based on of 1953 rate based on 
value of imports in value of imports in— 


1939 1951 1952 


Percent | Percent | Percent Percent | Percent 
8.9 20.3 15. 8.1 6 
77.1 22.0 8. 
} 9.9 l 22. § 4.0 4.5 
igs 69. 2 5 36. 4 34. 6 9 


6.3 


lithopone 
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CHANGES IN EXISTING PROVISIONS OF LAW WHICH WIL. BE Mane ir H. R. 4294, 
S3p CONGRESS, THE PROPOSED “TRADE AGREEMENTS EXTENSION AcT OF 1953,” 
Is ENACTED 





The change n existing law which will be effected by passage of H. R. 4294 are set 
t below Matter in existing law which will be deleted is shown in black br kets [J] 
ne matter added by H. R, 4294 is italicized 
NOT! Section 2 of H. R. 4294, 83d Congress, if enacted, would extend for one year from 
the present expiration date, the period during which the Pr ent is autho 





into foreign-trade agreements under section 850, Tariff Act of 





TRADE AGREEMENTS EXTENSION Act oF 1951 


Sec. 3. (a) Before entering into negotiations concerning any proposed foreign 
trade agreement under section 350 of the Tariff Act of 1930, as amended, the 
President shall furnish the United States Tariff Commission (hereinafter in this 
Act referred to as the “Commission”) with a list of all articles imported into the 
United States to be considered for possible modification of duties and other 
import restrictions, imposition of additional import restrictions, or continuance 
of existing customs or excise treatment Upon receipt of such list the Commis 
sion shall make an investigation and report to the President the findings of 
the Commission with respect to each such article as to (1) the limit to which 
such modification, imposition, or continuance may be extended in order to carry 


out the purpose of such section 250 without causing or threatening [serious 
1 


injury to the domestic indu try] unemployment of or injw to erican 

orkers, miners, farmers, or producers, producing like or [directly] competitive 
articles, or impairment of the national security: and (2) if increases in duties 
or additior nport restrictions are required to avoid [serious injury to the 


domestic industry producing like or directly competitive articles] such unemploy 
ment, injury, or impairment, or threat thereof, the minimum increases in duties 
or additional import restrictions required. Such report shall be made by the 
Commission to the President not later than 120 days after the receipt of such 
list by the Commission No such foreign trade agreement shall be entered into 

ith respect to any article imported into the United States until the Commission 
has made its report with respect to such article to the President [or until the 
expiration of the 120-day period] 

(b) In the course of any investigation pursuant to this section, the Commis- 
sion shall hold hearings and give reasonable public notice thereof, and shall 
afford reasonable opportunity for parties interested to be present, to produce 
evidence, and to be heard at such hearings 

(c) Section 4 of the Act entitled “An Act to amend the Tariff Act of 1930”, 
approved June 12, 1984, as amended (19 U. S, C., sec. 1354), is hereby amended 
by striking out the matter following the semicolon and inserting in lieu theréof 
the following: “and before concluding such agreement the President shall request 
the Tariff Commission to make the investigation and report provided for by 
section 3 of the Trade Agreements Extension Act of 1951, and shall seek infor- 
mation and advice with respect to such agreement from the Departments of State, 
Agriculture, Commerce, and Defense, and from such other sources as he may 
deem appropriate.” 

Sec. 4. [(a) Within thirty days after any trade agreement under section 350 
of the Tariff Act of 19350, as amended, has been entered into which, when effec- 
tive, will] The President shall not enter into any trade agreement under section 
350 of the Tariff Act of 1930, as amended, which, when effective, would 

(1) require or make appropriate any modification of duties or other im 
port restrictions, the imposition of additional import restrictions, or the 
continuance of existing customs or excise treatment, which modification, 
imposition, or continuance will exceed the limit (as found and reported by 
the Tariff Commission under section 3) to which such modification, imposi- 
tion, or continuance may be extended without causing or threatening [serious 
injury to the domestic industry] unemployment of or injury to American 
workers, miners, farmers, or producers, producing like or [directly] com- 
petitive articles, [as found and reported by the Tariff Commission under 
section 3,] or impairment of the national security; or 

(2) fail to require or make appropriate the minimum increase in duty or 
additional import restrictions required (as found and reported by the Tariff 
Commission under section 3) to avoid such [injury,] unemployment, injury, 
or impairment, or threat thereof [the President shall transmit to Congress 
a copy of such agreement together with a messa accurately identifying 
the article with respect to which such limits or minimum requirements are 
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not complied with, and’ stating his reasons for the action taken with respect 
to such article. If either the Senate or the House of Representatives, or 
both, are not in session at the time of such transmission, such agreement 
nnd message shall be filed with the Secretary of the Senate or the Clerk of 
the House of Representatives, or both, as the case may be]. 

[(b) Promptly after the President has transmitted such foreign trade agree- 
ment to Congress the Commission shall deposit with the Committee on Ways and 
Means of the House of Representatives, and the Committee on Finance of the 
Senate, a copy of the portions of its report to the President dealing with the 
articles with respect to which such limits or minimum requirements are not 
complied with Jj 

Sec. 5. As soon as practicable, the President shall take such action as is neces- 
sary to suspend, withdraw or prevent the application of any reduction in any 
rate of duty, or binding of any existing customs or excise treatment, or other 
concession contained in any trade agreement entered into under authority of 
section 350 of the Tariff Act of 1930, as amended and extended, to imports from 
the Union of Soviet Socialist Republics and to imports from any nation or area 
dominated or controlled by the foreign government or foreign organization con- 
trolling the world Communist movement. 

sec. 6. [(a)] No reduction in any rate of duty, or binding of any existing 
customs or excise treatment, or other concession heretofore or hereafter pro- 
claimed under section 350 of the Tariff Act of 1930, as amended, shall be per- 
mitted to continue in effect when the product on which the concession has been 
ranted is, as a result, in whole or in part, of the duty or other customs treat- 
ment reflecting such concession, being imported into the United States in such 
increased quantities] (either actual or relative) [.] or under such conditions 
as to cause or threaten [serious injury to the domestic industry] unemployment 
f or injury to American workers, miners, farmers, or producers, producing 
like or [directly] competitive products, or impairment of the national security. 

[E(b) The President, as soon as practicable, shall take such action as may be 
necessary to bring trade agreements heretofore entered into under section 350 
of the Tariff Act of 1930, as amended, into conformity with the policy established 
in subsection (a) of this section.J 

[On or before January 10, 1952, and every six months thereafter, the President 
shall report to the Congress on the action taken by him under this subsection.] 

Sec. 7. (a) Upon the request of the President, upon resolution of either House 
of Congress, upon resolution of either the Committee on Finance of the Senate or 
the Committee on Ways and Means of the House of Representatives, upon its 
own motion, or upon application of any interested party, the United States 
‘lariff Commission shall promptly make an investigation and make a report 
thereon not later than [one year] sig months after the application is made to 
determine whether any product upon which a concession has been granted under 
a trade agreement is. as a result, in whole or in part, of the duty or other 
customs treatment reflecting such concession, being imported into the United 
States in such increased quantities[,] (either actual or relative) [J] or wnder 

ch conditions as to cause or threaten [serious injury to the domestic industry] 
unemployment of or injury to American workers, miners, farmers, or producers, 
producing like or [directly] competitive products, or impairment of the national 
security. 

In the course of any such investigation, whenever it finds evidence of [serious 
injury or threat of serious injury] such unemployment, injury, or impairment, 
or threat thereof, or whenever so directed by resolution of either the Committee 
on Finance of the Senate or the Committee on Ways and Means of the House of 
Representatives, the Tariff Commission shall hold hearings giving reasonable 
public notice thereof and shall afford reasonable opportunity for interested 
parties to be present, to produce evidence, and to be heard at such hearings. 

Should the Tariff Commission find, as the result of its investigation and 
hearings, that a product on which a concession has been granted is, as a result, 
in whole or in part, of the duty or other customs treatment reflecting such con- 
cession, being imported in such increased quantities [,] (either actual. or rela- 
tive) [,] or under such conditions as to cause or threaten [serious injury to 
the domestic industry] unemployment of our injury to American workers, 
miners, farmers, or producers, producing like or [directly] competitive products, 
or impairment of the national security, it shall [recommend] so report to the 
President [the withdrawal or modification of the concession, its suspension in 
whole or in part, or the establishment of import quotas, to the extent and for 
the time necessary to prevent or remedy such injury. Within sixty days, or 


oft 
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sooner if the President has taken action under subsection (c) of this section,]. 
The Tariff Commission shall include in such report the extent to which, and 
the time for which it finds and declares that 
(A) permanent withdrawal of the concession; 
(B) modification of the concession; 
(C) suspension of the concession; 
(D) limitation of the quantity of the product which may be entered, or with- 
drawn from warehouse, for consumption; or 
(E) any combination of any of the foreyoing, is necessary in order to pre- 
vent or remedy such unemployment, injury, or impairmant, or threat 
thereof. 
The Tariff Commission, in making any finding and declaration under the pre- 
eding sentence with respect to any increase in duty, shall not be limited by 
the second sentence of subsection (a) (2) of section 350 of the Tariff Act of 
1930, as amended, The Tariff Commission shall transmit to the Committee on 
Finance of the Senate and the Committee on Ways and Means of the House of 
Representatives an exact copy of its report and recommendations to the 
President. 

(b) In arriving at a determination in the foregoing procedure the Tariff Com- 
mission, without excluding other [factors, shall take into consideration a] evi- 
lence of injury, shall consider as evidence of injury the existence or likely occur- 
rence of any of the following factors: A downward trend of production, employ- 
ment, prices, profits, or wages [in the domestic industry concerned,] among the 
imerican workers, miners, farmers, or producers concerned, or a decline in sales, 
in increase in imports, either actual or relative to domestic production, a higher 
or growing inventory, cr a decline in the proportion of the domestic market sup- 
plied by domestie producers. 

(c) [Upon] Within 30 days after the receipt of the Tariff Commission's report 
under subsection (a), [of its investigation and hearings,] the President [may 
make] shall by proclamation take such [adjustments in the rates of duty, impose 
such quotas, or make such other modifications as are found and reported by the 
‘ommission to be necessary to prevent or remedy serious injury to the respective 
domestic industry. If the President does not take such action within sixty days 
he shall immediately submit a report to the Committee on Ways and Means of the 
House and to the Committee on Finance of the Senate stating why he has not 
made such adjustments or modifications, or imposed such quotas.] action as is 
found and declared by the Commission in such report to be necessary to prevent 
or remedy such unemployment, injury, or impairment, or threat thereof. 

(d) When, as the result of its investigation and hearings under this section, 
[in] it is the judgment of the Tariff Commission [no sufficient reason exists for 
a recommendation to the President that a concession should be withdrawn or 
modified or a quota established,] that it is not necessary to take any action with 
respect to a product it shall make and publish a report [stating] of its findings 
and conclusions. 

Sec. 8. (a) In any case where [the Secretary of Agriculture determines and 
reports to the President and to the Tariff Commission with regard to any agri- 
cultural commodity that due to the perishability of the commodity a condition 
exists requiring emergency treatment,]— 

(1) any interested party has filed an application with the Tariff Commis- 
sion stating that due to the perishability of any agricultural commodity 
emergency treatment is required ; and 

(2) the Secretary of Agriculture does not, within fifteen days after the day 
on which the application was filed, certify to the Tariff Commission that 
such commodity is not perishable, 

the Tariff Commission, proceeding under section 22 of the Agricultural Adjust- 
ment Act or under section 7 of this Act, shall (A) make an immediate investiga- 
tion [under the provisions of section 22 of the Agricultural Adjustment Act, as 
amended, or under the provisions of section 7 of this Act] to determine the facts, 
and (B) make [recommendations] its report to the President [for such relief 
under those provisions as may be appropriatel, The President may take im- 
mediate action, however, without awaiting the [recommendations] report of the 
Tariff Commission if in his judgment the emergency requires such action. In 
any case the report and findings of the Tariff Commission shall be made, and the 
[decision] action of the President shall be [made] taken, at the earliest possible 
date [and] but in [any] no event [not] more than [25] sirty calendar days 
after the [submission of the case to] day on which the application was filed with 
the Tariff Commission. 
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SECTION 22, AGRICULTURAL ADJUSTMENT ACT, AS AMENDED 


Whenever the Secretary of Agriculture has reason to believe that 

‘or articles are being or are practically certain to be imported into the 

tates under such co tions and in such quantities as to render or tend 

render ineffective, or materially interfere with, any program or operation 
undertaken under this title or the Soil Conservation and Domestic Allotment Act, 
as amended, or section 3 ublic Law Numbered 320, Seventy-fourth Congress, 
approved Aug 


ust 24, vache as amended, or any loan, purchase, or other program 
yperation undertaken by the Department of Agriculture, or any agency oper- 
under its direction, respect to any agricultural commodity or product 

to reduce substantially the amount of any product processed in the 

States from any agricultural commodity or product thereof with respect to 

which any such program or operation is being undertaken he shall so advise the 
President, and, if the President agrees that there is reason for such belief, the 
President shall cause an immediate investigation to be made by the United States 
7 Commission, which shall give precedence to investigations under this 
‘termine su act Such investigation shall be made after due 

ties, and shall be conducted 
ulations as the President shall specif) The Tariff Commis- 
report to the President at the earliest possible date but in no 
months after the day on which it is directed to make the 


tunit) or he: n to interested par 


tion [and report to him of findings and 

therewith] , the Tariff Commission finds 

stence of such facts, he shall, within 

‘snot in excess of 50 per centum ad 

‘ ‘ i any article or articles which may be 

rawn from wareht » for consumption as [he finds and declares 

ve stigation] the Tariff Commission has found and declared in its 

essary in order that the entry of such article or articles will not 

render or tend to render ineffective, or materially interfere with, any program or 

egedation rederted $6 Vi alsaiets of this section, or reduce substantially the 

amount of any product processed in the United States from any such agricultural 

commodity or product thereof with respect to which any such program or opera 

tion is being undertaken : Provided, That no proclamation under this section shall 

mpose any limitation on the total quantity of any article or articles which may 

be entered, or withdrawn from warehouse, for consumption which reduces such 

permissible total quantity to proportionately less than 50 per centum of the total 

quantity of such article or articles which was entered, or withdrawn from ware- 

house, for consumption during a representative period as determined by the 

[President] Tariff Commission: And provided further, That in designating any 

article or articles, the [Preside ntj Pariff Commission may describe them by physi- 
cal qualities, value, use, or upon such other bases as [he] it shall determine. 

(c) The fees and limitations imposed by the President by proclamation under 
this section and any revocation, suspension, or modification thereof, shall become 
effective on such date as shall be therein specified, and such fees shall be treated 
for administrative purposes and for the purposes of section 32 of Public Law 
Numbered 320, Seventy-fourth Congress, approved August 24, 1935, as amended, 
as duties imposed by the Tariff Act of 1930, but such fees shall not be considered 
as duties for the purpose of granting any preferential concession under any inter- 
national obligation of the United States. 

(d) After an investigation, [report, finding] findings, and [declaration] a re- 
port to the President, in the manner provided in the case of a proclamation 
issued pursuant to subsection (b) of this section, any proclamation [or provision 
of such proclamat on] so issued or any provision thereof may be— 

(1) suspended or terminated by the President whenever [he] the Tariff 
Commission finds and [pro laims] reports to the President that the cir 
cumstances requiring the proclamation or provision thereof no longer exist ; 
or [may be] 

(2) modified by the President whenever [he] the Tariff Commission 
finds and [procl: aims] reports to the President that changed circumstances 

require such modification to carry out the purposes of this section. 

(e) Any [decision] finding of the [President] United States Tariff Commis- 
sion as to facts under this section shall be final. 

(f) No trade agreement or other international agreement heretofore or here- 
after entered into shall be applied in a manner inconsistent with the require- 
ments of this section 
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SECTION 2 (A) OF THE ACT ENTITLED “AN ACT TO AMEND THE TARIFF ACT Fy 1930 
APPROVED JUNE 12, 1934, AS AMENDED 


Sec. 2. (a)Subparagraph (d) of paragraph 369, the last sentence of para- 
graph 1402, and the provisos to paragraphs 371, 401, 1650, 1687, and 1808 (1) 
of the Tariff Act of 1930 are repealed. [The provisions of section 336 of the 
larif€ Act of 1930 shall not apply to any article with respect to the importation 
of which into the United States a foreign trade agreement has been concluded 
pursuant to this Act, or to any provision of any such agreement.] The third 
paragraph of section 311 of the Tariff Act of 1980 shall apply to any agreement 
concluded pursuant * * *, 


SECTION 336, TARIFF ACT OF 1930 


NOTE Subsection (c) of Section 536, Tariff Act of 1930, is the only part of Section 336 
which is changed by H. R. 4294 Because of the length of Section 336, there is set forth 
below only subsection (c) thereof as it is changed 


(c) Proclamation by the President.—The President shall by proclamation 
approve the rates of duty and changes in classification and in basis of value 
specified in any report of the commission under this section [, if in his judgment 
such rates of duty and changes are shown by such investigation of the commis- 
sion to be necessary to equalize such differences in costs of production]. 


SecTION 337, TARIFF AcT oF 1930 
SEC. 337. UNFAIR PRACTICES IN IMPORT TRADE. 


(a) UNFAIR METHODS OF COMPETITION DECLARED UNLAWFUL—Unfair methods 
of competition and unfair acts in the importation of articles into the United 
States, or in their sale by the owner, importer, consignee, or agent of either, 
the effect or tendency of which is to destroy or substantially injure an industry, 
efficiently and economically operated, in the United States, or to prevent the 
establishment of such an industry, or to restrain or monopolize trade and com- 
merce in the United States, are hereby declared unlawful, and when found by the 
[President] Commission to exist shall be dealt with, in addition to any other 
provisions of law, as hereinafter provided. 

(b) INVESTIGATIONS OF VIOLATIONS BY COMMISSION. [To assist the President 
in making any decisions under this section the] The commission [is hereby author- 
ized to] shall investigate any alleged violation [hereof] of this section on com- 
plant under oath [or], and it may investigate any elleged violation of this 
section upon its own initiative. 

(c) HearRINGS AND Review.—The commission shall make such investigation 
under and in accordance with such rules as it may promulgate and give such 
notice and afford such hearing, and when deemed proper by the commission such 
rehearing, with opportunity to offer evidence, oral or written, as it may deem 
sufficient for a full presentation of the facts involved in such investigation. The 
estimony in every such investigation shall be reduced to writing, and a tran- 
script thereof with the findings and [recommendation] decision of the commis- 
sion shall be the official record of the proceedings and findings in the case, and 
in any case where the findings in such investigation show a violation of this see- 
tion, a copy of the findings shall be promptly mailed or delivered to the importer 
er consignee of such articles. Such findings, if supported by evidence, shall be 
conclusive, except that a rehearing may be granted by the commission and except 
that, within such time after said findings are made and in such manner as 
appeals may be taken from decisions of the United States Customs Court, an 
appeal may be taken from said findings upon a question or questions of law only 
to the United States Court of Customs and Patent Appeals by the importer or 
consignee of such articles. If it shall be shown to the satisfaction of said court 
that further evidence should be taken, and that there were reasonable grounds 
for the failure to adduce such evidence in the proceedings before the commission, 
said court may order such additional evidence to be taken before the coimmis- 
sion in such manner and upon such terms and conditions as to the court may 
seem proper. The commission may mocify its findings as to the facts or make 
new findings by reason of additional evidence, which, if supported by evidence, 
shall be conclusive as to the facts except that within such time and in such 
manner an appeal may be taken as aforesaid upon a question or questions of 
law only. The judgment of said court shall be final. 
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(d) [TRANSMISSION OF FINDINGS TO PRESIDENT.—] The Commission shall re- 
port its final findings [of the commission shall be transmitted with the record] 
to the President, and it shall publish such findings within thirty days after the 
date on which such report is transmitted to the President. 

(e) ExcLusion or ARTICLES From Entry.—Whenever the existence of any 
such unfair method or act shall be established to the satisfaction of the Com- 
mission and reported to the President he shall direct that the articles concerned 
in such unfair methods or acts, imported by any person violating the provisions 
of this Act, shall be excluded from entry into the United States, and upon 
information of such action by the [President] Comniission, the Secretary of the 
Treasury shall, through the proper officers, refuse such entry. The decision of 
the President shall be conclusive. 

(f) Entry Unprer Bonp.—Whenever the [President] Commission has reason 
to believe that any article is offered or sought to be offered for entry into the 
United States in violation of this section but has not information sufficient to 
satisfy [him] it thereof, the Secretary of the Treasury shall, upon [his] its 
request in writing, forbid entry thereof until such investigation as the [Presi- 
dent] Commission may deem necessary shall be completed; except that such 
articles shall be entitled to entry under bond prescribed by the Secretary of the 
Treasury. 

(z) CONTINUANCE OF ExciUsion.—Any refusal of entry under this section 
shall continue in effect until the [President] Commission shall find and instruct 
the Secretary of the Treasury that the conditions which led to such refusal of 
entry no longer exist. 

(h) Definition—When used in this section and in sections 338 and 340, the 
term “United States” includes the several States and Territories, the District of 
Columbia, and all possessions of the United States except the Virgin Islands, 
American Samoa, and the island of Guam. 


Section 303, Tariff Act of 1930 
SEC. 303. COUNTERVAILING DUTIES. 

Whenever any country, dependency, colony, province, or other political sub- 
division of government, person, partnership, association, cartel, or corporation 
shall (by special or multiple rates of exchange in terms of the United States 
dollar, by any other exchange control, or by any other means) pay or bestow, 
directly or indirectly, any bounty or grant upon the manufacture or production 
or export of any article or merchandise manufactured or produced in such coun- 
try, dependency, colony, province, or other political subdivision of government, 
and such article or merchandise is dutiable under the provisions of this Act, then 
upon the importation of any such article or merchandise into the United States, 
whether the same shall be imported directly from the country of production or 
otherwise, and whether such article or merchandise is imported in the same 
condition as when exported from the country of production or has been changed 
in condition by remanufacture or otherwise, there shall be levied and paid, in 
all such cases, in addition to the duties otherwise imposed by this Act, an addi- 
tional duty equal to the net amount of such bounty or grant, however the same be 
paid or bestowed. The Secretary of the Treasury shall from time to time ascer- 
tain and determine, or estimate, the net amount of each such bounty or grant, 
and shall declare the net amount so determined or estimated. Where such bounty 
or grant is paid or bestowed in whole or in part by special or multiple rates of 
exchange in terms of the United States dollar, the Secretary shall base his deter- 
mination (or estimate) of the net amount of such bounty or grant (or that part 
thereof) which is attributable to such rates of exchange on the difference between 
the export erchange rate applicable to the article or merchandise concerned and 
the export exchange rate which yields the fewest units of the foreign currency 
for each United States dollar. In the case of any bounty or grant (or that part 
thereof) to which the preceding sentence does not apply, the Secretary shall make 
his determination (or estimate) of the net amount thereof on a basis consistent 
with the principle set forth in the preceding sentence. The Secretary of the 
Treasury shall make all regulations he may deem necessary for the identification 
of such articles and merchandise and for the assessment and collection of such 
additional duties. 
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ANTIDUMPING Act oF 1921 


NovE H. R. 4294 makes a change only in subsection (a) of section 201, Antidumping 
of 1921 Because of the length of the Antidumping Act, there is set forth below only 
tion 201 (a) thereof, as changed by H. R. 4294. 
Sec. 201. (a) [That] Whenever the Secretary of the Treasury (hereinafter 
[in this Act] called the “Secretary”) [, after such investigation as he deems 
ecessary,] finds that [an industry in the United States is being or is likely 
» be injured, or is prevented from being established, by reason of the importa- 
tion into the United States of a class or kind of] any foreign merchandise[, and 
that merchandise of such class or kind] is being [sold] or is likely to be sold in 
the United States or elsewhere at less than its fair value[, then] he shall make 
ich finding public [to the extent he deems necessary,] together with a descrip- 
ion of the class or kind of merchandise to which it applies in such detail as 
ay be necessary for the guidance of the appraising officers. 


Part I, Trrie III, Tarirr Act or 1930 


NOTE H. R. 4294 adds four new sections to Part I of Title III of the Tariff Act of 1930. 
ese Tew sections are reproduced below. 

SEC. 322. IMPORT QUOTAS FOR CRUDE PETROLEUM AND RESIDUAL FUEL OIL. 
IMPOSITION OF QUOTAS.- 

(1) The total quantity of crude petroleum and all products derived there- 
from (including residual fuel oil and oil for supplies for vessels at United 
States ports but excluding oil for manufacture and reexport) which may 
be imported into the United States from all countries in any calendar quarter 
of any year shall not exceed 10 per centum of the domestic demand for all 
petroleum oils in the United States (as reported by the United States Bureau 
of Mines) for the corresponding quarter of the previous year. 

(2) The total quantity of residual fuel oil (including residual fuel oil 
for supplies for vessels at United States ports but excluding residual fuel 
oil for manufacture and reexport) which may be imported into the United 
States from all countries in any calendar quarter of any year shall not 
exceed 5 per centum of the domestic demand for residual fuel oil in the 
United States (as reported by the United States Bureau of Mines) for the 
corresponding quarter of the previous year. 

(b) SUSPENSION OF QuoTas.—Quotas established by subsection (a) may not 
be modified or suspended by the operation of any foreign trade agreement or 
otherwise, except that— 

(1) if the President finds that the total domestic supplies of all petroleum 
oils, supplemented by the amount of imports permissible under the 10 per 
centum quota, are inadequate to meet the total United States domestic and 
export demand for all petroleum oils, he may modify or suspend such quota 
for such time and to such extent as he finds necessary to meet such demand; 
and 

(2) if the President finds that the total domestic supplies of residual fuel 
oil and coal, supplemented by the amount of imports of residual fuel oil 
permissible under the quotas established by subsection (a), are inadequate 
to meet the total United States domestic and export demand for residual 
fuel oil and coal, he may modify or suspend the 5 per centum quota, modify 
or suspend the 10 per centum quota, or both, for such time and to such 
extent as he tinds necessary to meet such demand. 

SEC. 323. ADDITIONAL DUTY ON LEAD AND ZINC. 

In addition to any other duty or tax imposed by law, there shall be levied, col- 
lected, and paid, upon the articles specified in sections 324 and 325, duty at the 
rates specified in such sections. Such duty shall not be subject to modification 
or suspension by the operation of any foreign trade agreement or otherwise. 

SEC. 324. LEAL AND LEAD PIGMENTS; LEAD ORES AND CONCENTRATES. 

(a) LeAD AND LEAD PigmMents.—Articles imported during any quarter which 
are dutiable under paragraph 392 or paragraph 72 of this Act— 

(1) one cent per pound, plus 

(2) an amount per pound equal to the amount by which the adjusted base 
price of common lead for such quarter (as defined in subsection (c) (1)) 
exceeds the domestic market price of common lead for such quarter (as 
defined in subsection (¢) (2) ). 
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(b) Leap Ores AND CONCENTRATES.—Articles imported during any quarter 
which are dutiable under paragraph 391 of this Act 
(1) seven-tenths of 1 cent per pound of lead contained therein, plus 
(2) an amount (per pound of lead contained therein) equal to seven- 
tenths of the amount by which the adjusted base price of common lead for 
such quarter ex eeds the domestic market price of common lead for such 
quarter 
(c) DeFinrrion.—For the purposes of this section— 

(1) ADJUSTED BASE PRICI The adjusted base price of common lead for 
any quarter shall be an amount which bears the same ratio to 15% cents 
as (A) the Bureau of Labor Statistics’ index of wholesale prices for all 
eommodities other than farm products and processed foods, for the second 
month of the preceding quarter, bears to (B) such index for March 1953. 

(2) DomMESTIC MARKET PRICI The domestic market price of common 

ead for any quarter shall be the average market price per pound, for the 
second month of the preceding quarter, of common lead (in standard shapes 
and sizes) delivered at New York, New York. In determining the average 
market price of common lead for any month, the Secretary of the Treasury 
is authorized to base his findings upon the average monthly price of common 
lead (in standard shapes and sizes) delivered at New York, New York, 
reported by the Engineering and Mining Journal's “Metal and Mineral 

Markets” 

3) QUARTER.—The term “quarter” means a calendar quarter beginning 
on the first day of January, April, July, or October, as the case may be. 

(d) FrRacTionaL Parts or CeENTs.—In the imposition of duty by this section, 
so much of any rate of duty as consists of a frational part of one cent which 
is smaller than one-tenth of 1 cent shall be disregarded; except that if. it 
amounts to one-twentieth or 1 cent or more, the rate of duty imposed shall be 
the next higher one-tenth of 1 cent. 

(e) DETERMINATION AND PUBLICATION Not less than ten days preceding the 
first day of each quarter, the Secretary of the Treasury shall determine and 
publ sh 

(1) the adjusted base price of common lead for such quarter, 


(2) the domestic market price of common lead for such quarter, and 
(3) the amount by which such adjusted base price exceeds such domestic 
market price 
Determinations by the Secretary under this subsection shall, for the purposes 
of this section, be final and conclusive 
(f) WHEN DUTY NOT APPLICABLI The duty imposed by this section shall not 
apply during any quarter if the domestic market price of common lead for such 
quarter equals or exceeds the adjusted base price of common lead for such 


} 


quarter 
SEC. 325. ZINC AND ZINC OXIDES; ZINC ORES AND CONCENTRATES. 

a) ZINC AND ZINC OXxIpES.—Articles imported during any quarter which are 
dutiable under paragraph 394 or paragraph 77 of this Act 

(1) one cent per pound, plus 

(2) an amount per pound equal to the amount by which the adjusted base 
price of slab zine for such quarter (as defined in subsection (c) (1)) exceeds 
the domestic market price of slab zine for such quarter (as defined in sub- 
section (¢) (2))., 

(b) ZINC ORES AND CONCENTRATES.—Articles imported during any quarter which 
are dutiable under paragraph 393 of this Act 
1) six-tenths of 1 cent per pound of zinc contained contained therein, 
plus 

~) an amount (per pound of zine contained therein) equal to six-tenths 
of the amount by which the adjusted base price of slab zine for such 
quarter exceeds the domestic market of slab zine for such quarter. 

(c) DEFINITIONS For the purposes of this section— 

(lL) ADJUSTED BASE PRI The adjusted base price of slab zine for 
any quarter shail be an amount which bears the same ratio to 15% cents 
as (A) the Bureau of Labor Statistics’ index of wholesale prices for all 
commodities other than farm products and processed foods, for the second 
mouth of the preceding quarter, bears to (B) such index for March 1953. 

(2) DOMESTIC MARKET PRICI The domestic market price of slab zine for 
any quarter shall be the average market price per pound, for the second 
mouth of the preceding quarter, of slab zinc (Prime Western, f. o. b. East 
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St. Louis, Nlinois). In determining the average market price of slab zinc 
for any month, the Secretary of the Treasury is authorized to base his find- 
ings upon the average monthly price of slab zine (Prime Western, f. o. b. 
Kast St. Louis, Illinois) reported by the Engineering and Mining Journal’s 
“Metals and Minerals Markets.” 

(3) QuArrerR.—The term “quarter” means a calendar quarter beginning 
on the first day of January, April, July, or October, as the case may be. 

(d) FRACTIONAL PARTS OF CENTS.—In the imposition of duty by this section, 
so much of any rate of duty as consists of a fractional part of 1 cent which is 
smaller than one-tenth of 1 cent shall be disregarded ; except that if it amounts 
to one-twentieth of 1 cent or more, the rate of duty imposed shall be the next 
higher one-tenth of 1 cent. 

(e) DETERMINATION AND PUBLICATION.—Not less than ten days preceding the 
first day of each quarter, the Secretary of the Treasury shall determine and 
publish 

(1) the adjusted base price of slab zine for such quarter ; 
(2) the domestic market price of slab zine for such quarter; and 
(3) the amount by which such adjusted base price exceeds such domestic 
market price. 
Determinations by the Secretary of the Treasury under this subsection shall, 
for the purposes of this section, be final and conclusive. 

(f) WaHen Dury Nor AppLicaBLe.—The duty imposed by this section shall not 
apply during any quarter if the domestic market price of slab zine for such 
quarter equals or exceeds the adjusted base price of slab zinc for such quarter. 

Novre.—Section 123 (b) of H. R. 4294 provides that the above new section “shall apply 


with respect to (1) calendar quarters which begin on or after July 1, 1953, and (2) articles 
entered, or withdrawn from warehouse, for consumption, on or after July 1, 1953.” 


Section 330, Tartrr Act or 19380 
SEC. 330. ORGANIZATION OF THE COMMISSION, 

(a) MEMBERSHIP.—The United States Tariff Commission (referred to in this 
title as the “Commission”) shall be composed of [six] seven Commissioners [to 
be hereafter] appointed by the President by and with the advice and consent 
of the Senate [, but each member now in office shall continue to serve until his 
successor (as designated by the President at the time of nomination) takes 
office, but in no event for longer than ninety days after the effective date of this 
Act]. No person shall be eligible for appointment as a Commissioner unless he 
is a citizen of the United States, and, in the judgment of the President, is 
possessed of qualifications requisite for developing expert knowledge of tariff 
problems and efliciency in administering the [provisions of Part II of this title] 
laws administered by the Commission. Not more than (three] four of the 
Commissioners shall be members of the same political party [, and in making 
appointments members of different political parties shall be appointed alter- 
nately as nearly as may be practicable]. 

(b) Terms or Orrice.—The term[[s] of office of [the] @ Commissioner[s] 
[first taking office after the date of the enactment of this Act,] as designated 
by the President at the time of nomination, one at the end of each of the first 
six years after the date of the enactment of this Act. The term of office of a 
successor to any such commissioner] shall expire [six] seven years from [the 
date of] the expiration of the term for which his predecessor was apopinted[,]; 
except that any Commissioner appointed to fill a vacancy occurring prior to the 
expiration of the term for which his predecessor was appointed[,] shall be 
appointed for the remainder of such term. 

(c) CHAIRMAN, VICE CHAIRMAN, AND SALARY.—The President shall annually 
designate one of the commissioners as chairman and one as vice chairman of 
the commission. The vice chairman shall act as chairman in case of the absence 
or disability of the chairman. A majority of the commissioners in office shall 
constitute a quorum, but the commission may function notwithstanding vacan- 
cies. Each commissioner (including members in office on the date of the enact- 
ment of this Act) shall receive a salary of $11,000 a year. No commissioner 
shall actively engage in any other business, vocation, or employment than that 
of serving as a commissioner. 

NotTe.—Section 14 (b) of H. R. 4294, reproduced below, is not a direct amendment of 
section 330 of the Tariff Act of 1930, but relates directly thereto. It is all new language. 
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(b) Notwithstanding section 330 of the Tariff Act of 1930, as amended by this 
Act— 

(1) existing terms of office shall expire at the time provided therefor by 
such section 330 as in effect on the day prior to the date of the enactment 
of this Act; 

(2) the first term of office of the additional Commissioner provided for 
by this Act shall expire at the close of June 17, 1960; and 

(3) the term of office of the Commissioner appointed to succeed the Com- 
missioner whose term of office expires June 17, 1953, shall expire at the close 
of June 17, 1959. 





COLUMBIAN Rope Co., 
Auburn, N. Y., May 4, 1958. 
Subject: H. R. 4294. 
Congressman ANGIER L, GooDWIN, 
House of Representatives, Washington, D. C. 

Dear CONGRESSMAN GoopWIN: It was a privilege to appear before the Ways 
and Means Committee on April 29 and to urge the passage of H. R. 4294 on 
behalf of the Cordage Institute and several of the nonmember companies. Be- 
eause of the shortage of time allowed, you offered me the opportunity of putting 
into a letter to you, several points that were not covered, and you stated you 
would endeavor to get them into the record of the hearings. 

In the first place, our industry petitioned the Tariff Commission for an 
investigation to determine whether we were not suffering serious injury under 
the Trade Agreements Extension Act of 1951. Our petition was subsequently 
withdrawn, for it became evident from the actions of the Tariff Commission 
and the administration that escape clause applications were being decided on 
the basis of foreign trade policy rather than on the criteria provided by Congress 
upon which we had relied. 

Secondly, I am afraid that not enough attention was devoted in my brief to 
the reliance of the stockpile of our two most used fibers on the maintenance of 
an industry that can rotate these fibers often enough so that it will be useful 
in time of emergency. If because our normal consumption of fiber is drastically 
reduced by import, we will not be able to rotate the fiber, and some of the 
stockpile fiber will become worthless. Congress has authorized the stockpiling 
of strategic items and has voted money for this purpose, and we are sure that 
Congress did not intend that this money be wasted or that the national security 
be prejudiced in this manner. 

Again, in reply to your questions, my brief was presented on the behalf of 
many companies two of whom, Plymouth Cordage Co. and New Bedford 
Cordage Co. are located in Massachusetts. 

Thank you again for your courtesies. 

Yours very truly, 
E. R. Mercacr, 
President. 


STATEMENT BY THE HONORABLE JOHN E. FOGARTY, SECOND DIstTRICT OF RHODE 
IsLAND, BEFORE THE WAYS AND MEANS COMMITTEE OF THE HOUSE OF REPRE- 
SENTATIVES, MAY 13, 195é 


I am presenting this statement in opposition to H. R. 4294 which is now being 
considered by this committee. Much has been said in testimony before this body 
regarding the serious international repercussions which would be the result of 
adoption of this bill. I would like to direct my comments to the immediate 
problem which such adoption would have on the district I represent and the 
severe impact it would have on the economy of the State of Rhode Island and 
the entire New England area. 

It is my confirmed opinion that passage of this bill would cause a drastic 
increase in the industrial fuel bills of that section of the country and would add 
an impossible burden to the many difficulties which our industry now faces, 

Section 183 of H. R. 4294 provides for the imposition of quotas on the importa- 
tion of crude and residual oils into the United States. Its obvious goal is to 
eliminate residual oil as a competitor of the coal and other fuel industries. New 
England economy depends to a large degree on the use of such residual oils and 
passage of this bill would add further problems tu an already harassed industrial 
structure. 
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According to the United States Bureau of Mines, New England consumed 60 
million barrels of residual oil in the calendar year 1951. Two-thirds of this, or 
) million barrels, represented foreign imports. Figures supplied by the United 
States Army Engineers show that New England as a whole, in 1951, received 64 
percent of its residual oil supply from foreign sources. The restrictive provisions 
of H. R. 4294 would thus shut off the great bulk of the supply of residual oils to 
the New England area. 

Our domestic oil industry could not supply this deficiency. American refineries 
are geared to produce as little residual oil as possible and concentrate instead on 
production of the lighter, higher priced petroleum products. Since 1945, the 
yield of residual oil in United States refineries has gone down from 28 percent to 
19 percent per barrel of crude. 

It is apparent, therefore, that the ultimate purpose of this proposed legislation 
would be to reduce the supply of available residual oil. This would force users 
of it to either pay the greatly increased costs which would inevitably result or to 

onvert to coal at great expense. Either action would greatly increase operation 
expense and would further jeopardize our industrial competitive position. 

Because of these and other adverse effects which H. R. 4294 will have on the 
economy of my State of Rhode Island and all of New England, I must, in all 
sincerity, vigorously oppose it. I hope the committee recognizes the injustice 
of the measure, and I urge it to so act as to not further penalize our New 
England area. 


THE IROQUOIS CHINA Co., 
Syracuse, N. Y., April 27, 1958. 
Hon. R. WALTER RIEHLMAN, 
House of Representatives, Washington, D. C. 

DeaR Mr. RIEHLMAN: As you will shortly have before you for consideration 
the Trade Agreements Extension Act of 1953 (H. R. 4294), we wish to comment 
briefly on this measure and advise you of the importance we attach to its passage 
in its present form. 

With good reason, we are alarmed over the increasing share of a shrinking 
United States china tableware market being captured by importers of foreign- 
made tableware. Proposals by certain groups that our present inadequate 
tariff barriers be lowered or eliminated would, if adopted, doom our already 
shaken industry in our opinion. 

In the household china tableware field in 1951, United States manufacturers 
(the most efficient in the world) were able to hold less than 14 percent of their 
national market against competition from other countries in which labor rates 
are but from one-tenth to one-third of those paid here. The position of our 
industry in our own market continues to worsen. 

We have attempted unsuccessfully to get clearly needed relief under the act 
of 1951. H. R. 4294 tends to oblige that fair and proper consideration will be 
given to American handcraft industries and their employees, and we endorse 
the intent and obligations of those sections dealing with— 

(1) The peril point and escape clause; 

2) Clarification of the types of injury which the Tariff Commission 
must take into account in making recommendations ; 

(3) The limitation of 6 months instead of 12 on the period of time allowed 
to the Commission in its investigation of an application; 

(4) The mandatory feature of the Commission’s recommendations to the 
President ; and 

(5) The creation of a 7-man instead of a 6-man Commission. 

The workers of this company join its management in requesting you to support 
and to encourage your fellow legislators to support Mr. Simpson's bill (H. R. 
4294). We attach their petition carrying signatures to this effect. 

Respectfully yours, 
Iroquois CHINA Co., 
R. F. Evans, Vice President. 


P. S.—The signatures on the petition represent 100 percent of the employees 
of the Iroquois China Co. 


(The petition is on file in the committee office.) 
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CHICAGO, ILL., April 24, 19538. 
Hon. Rich arp W. HoFFMAN, 
House Office Building, Washington, D. C. 

Dear Sir: Hearings opened Wednesday, April 22, 1953, before the Ways and 
Means Committee of the House of Representatives on bill H. R. 4294, which is a 
bill extending the Trade Agreements Act for 1 year, but includes certain restric- 
tive amendments, one of which is the establishment of a sliding-scale tariff on 
import of lead and zine. This bill is a menace to the die-casting industry and 
all of the related industries involved. We cannot urge you too strongly to vote 
against the passage of this bill. 

At present prices, 12-cent lead, and 11-cent zinc, this bill would establish 
a tariff of 54.6 cents per pound on refined lead and 64% cents per pound on refined 
zinc. The present tariffs are 14%, cents and 0.70 cents, respectively. The im- 
mediate purpose of the proponents of these tariffs is to increase the bill of the 
consuming industry of lead and zine by about $200 million per annum on the 
basis of 12-cent lead and 11-cent zine 

The creation of these artificially high prices can only result in the encourage- 
ment of substitute materials for lead and zine, thus injuring the long-range 
welfare of the lead and zine mining, smelting, refining, and consuming industries, 
both here and abroad. They would also discourage the importation of foreign 
lead and zine concentrates needed by our smelters and refiners. They would 
cause periodical and serious shortages of lead and zine and they would tend 
to reduce the consumption of these two metals. Our company is a large con- 
sumer of special high-grade zine, and during the period of 1940 to 1952 the 
domestic production of this Country has never been able to supply not only our 
company but the entire die-casting industry and all other users of special high- 
grade zine with sufficient tonnages, 

Che proposed legislation extending tariffs contain provisions for pegging prime 
Western zine at a minium of 154 cents, but allows the tariff to increase as prices 
decrease, thereby making zine die castings noncompetitive. 

The matter is of the utmost seriousness to every die caster and is of the utmost 
importance to every user of zine die castings. We are positive that if you will 
gzive this billa thorough going over you will appreciate the stand we are taking in 
this matter, and we again ask you to do all in your power to defeat it when it 
appears before you. 

Very truly yours, 
STEWART Dire CASTING, 
(Division of Stewart-Warner Corp.), 
R. C. OLSEN, 
Purchasing Agent. 


INLAND STEEL Co., 


Chicago, 1ul., May 1, 1953. 
Hon, WILLIAM FE. McVey 


United States House of Representatives, 
Washington, D. C. 


Dear Sir: We are writing you with respect to the above, which, as you know, 
is a bill extending the Trade Agreements Act for 1 year, but including certain 
restrictive amendments which we believe are not for the best interests of our 
country 


The Inland Steel Co. is a large purchaser of zine for galvanizing operations 
at our Indiana Harbor, Ind., plant. Under this proposed bill, a sliding-scale 
tariff would be imposed on imported metal, which at today’s domestic price of 
11 cents per pound would establish a tariff of 6.20 cents per pound on refined zinc. 
The present tariff is 0.70 cent per pound. 

Although zine is in ample supply today and perhaps selling at a price that may 
cause a few of the high-cost producers to reduce operations, we cannot forget 
that it was one of the commodities that was extremely scarce during the last 10 
years and had to be under allocation to industry during most of this period. 
During 1944, 30.6 percent of the supply was imported, and if it had not been for 
this metal, our wartime effort would have been in great jeopardy. In 1952 
approximately 30 percent of the zinc supply was imported, and undoubtedly this 
is one of the principal reasons for the present low price of zinc. 

We firmly believe, however, that no further duties should be imposed on either 
zine or lead and that a friendly exchange of commodities, unhampered by tariff 
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restrictions, will permit the rehabilitation of domestic economies on the Euro- 
pean Continent, and thereby make them closer to being self-sustaining, which 
eventually will result in less financial aid from us. 

If these tariffs were adopted, the injury they would cause to the mining 
industry in friendly foreign countries with less highly developed economies would 
be disastrous, and would cost further financial aid from us 

If it is to the best interests of our country’s mining industry that higher prices 

these commodities be maintained, perhaps a better system of Government 
lying for stockpiling would accomplish this purpose. If an orderly program 
ry monthly Government purchases were authorized, we believe this would stimu 
ite the price to satisfactory levels. We strongly oppose any other method of 
\ising the domestic price by increasing tariffs on imported metals. 
Very truly yours, 


B. Brock, Vice President 


Oi IMports INTO THE UNITED STATES SUBMITTED 
GREENE & ASSOCIATES, NEW ORLEANS, LA 


In the spring of 1950, Representative Eugene Keogh and a Select Committee 

Small Business held hearings in various parts of the country on the effects 
of foreign-oil imports on independent domestic producers. 

I testified before that group in New Orieans and made certain suggestions 
which might still have some pertinency for this committee today. 
Che crux of my proposal then and the proposal which I think has some merit 
r this committee today is simply that the Government and major oil-importing 
companies enter into a voluntary agreement on proration abroad 

This agreement would be similar to the interstate compact agreements, except 
nh a more voluntary level. Since this is a grave problem affecting our foreign 
relations, it is vital to have such close consultation between Government and 
industry. 


As in our interstate compact laws and the Connally Act, any amount over the 
proration agreed upon, if produced and brought into the United States, would be 
considered “hot oil.” 

Since the whole approach is voluntary, there would not be any legal punish- 
ment or punitive action on the part of Government, The breach would be subject, 
however, to wide publication, and the angry voice of public opinion would be the 
punishment 

We are all agreed that the interstate oil compact works on a local level. So 
why not try it on the international level? 

Plans such as this seldom satisfy everybody. But, since we all want to arrive 
at some modus vivendi so that two vital segments of our vital industry can live 
and let live, then we will have to consider all plans, projects, ideas, and methods 
so that the best interests of the people of the United States will always be 
protected. 

In my testimony in April 1950, I submitted : 

“Thus it would behoove all parties interested in this problem to start think- 
ing in terms of national welfare first, and then enlightened self-interest” (H. Res. 
22 hearings, p. 710). 

There are certain aspects of this whole matter that have not been clearly set 
forth. For instance, what do the major oil-importing Companies mean when they 
say that domestic production is being supplemented by imported production. 
What do the independents mean when they say that domestic production is being 
supplanted ? 

The curious part of the above controversy is that both parties are using the 
same statistics, arriving, however, at different conclusions 

As was pointed out in the Shoshone Indian case which was discussed in the 
testimony on Senate Resolution 36 in 1945, “the great difficulty in tackling these 
problems is that the parties are thinking in different terms.” 

Congressman Keogh questioned me about the sanctions of having such a pro- 
ration scheme on a voluntary basis—another aspect of this while problem. I sug- 
gested then, and I would like to suggest to this committee, that the major im 
porting companies respect very highly American public opinion, If you will 
check into their public-relations programs, I am confident that you will discover 
this fact. 


’ 
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In addition, it is high!y possible that the major overseas producers already have 
some type of voluntary proration scheme among themselves. My plan would 
bring in Government participation in order to stabilize domestic production from 
an international standpoint, as the interstate compacts now stabilize production 
from a domestic standpoint. 

The wide implications of import policy are not confined to the petroleum indus- 
try. And, as I have tried to suggest, there could be many answers to the prob- 
lems presented. Admittedly no panacea, my plan does have the merit of con- 
sidering the long-range interests of the United States. 








